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This primer aims to share the knowledge and experiences of territorial planning and policy
in Korea for the past 60 years. After undergoing turbulent times of colonial rule and war
in the first half of the 20th century, Korea has accomplished a remarkable economic and
social development since the 1960s. Now Korea becomes a favorite benchmark of many
partner countries and is performing an important role to disseminate its knowledge and
policy experiences to global friends. On such a track, KRIHS publishes this primer dealing
with the territorial planning and policy ranging in either comprehensive or specific themes.

More primers will be forthcoming with a wider variety of subjects year after year.
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1. Concept and Development Objective of
Industrial Complexes

An industrial complex can generally be defined as “a form of land collectivization which
is developed and managed according to a comprehensive plan devised for industrial
location”." In other words, it means a site with infrastructure built under a comprehensive
“plan” for industrial land use. An industrial complex is also referred to as a “planned
location”, and this concept contrasts with footloose location. Industrial complexes may on
the outside appear similar to industrial areas where companies are clustered, but there
are differences. Generally an advanced comprehensive masterplan, post-management
through a management organization, production support facilities for tenant companies,
etc. are cited as the requisites for an industrial complex to be equipped with (Ministry of
Knowledge Economy, Korea Industrial Complex Corporation 2012, 21).

The legal definition of the industrial complex under the Industrial Sites and Development
Act is “a tract of land designated and developed according to a comprehensive plan
to collectively locate factories, knowledge industry-related facilities, information and
communications technology industry—related facilities, and resource—stockpiling facilities,
as well as education-data processing-distribution facilities related thereto and, to
enhance their functions, and residential- cultural-medical - tourist - sports - welfare facilities
for workers and users thereof.”

1 Manufacturing Complexes of Korea (Young Hwee Yoo 1998). Re-cited in 2071 Economic Development
Experience Modularization Business: Industrial Park Development Strategy and Management Practices (Ministry
of Knowledge Economy, Korea Industrial Complex Corporation 2012, 21).

2 While a traditional manufacturing complex invites minimal support facilities centered around factory sites
the term industrial complex includes the purpose to build an industry-academia-research linkage system to
accelerate technical development, and develops in combination various industries including residential-busin
ess-distribution-welfare and support facilities and in the late 1990s the Industrial Sites and Development Act
changed ‘manufacturing complex’ to ‘industrial complex’.

PART 1. INTRODUCTION
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Industrial complexes allow companies to easily and conveniently secure industrial
sites, and to accelerate industrial cooperation and systematization through the cluster
of similar or related industries. Also by positioning manufacturing facilities close to
relevant research and education facilities, they facilitate technical development and
reduce production costs. In addition, infrastructure investment efficiency could be
raised by using orchestrated road- port-water-electricity infrastructure, and pleasant
and convenient production environment could be retained by securing moderate green
spaces and various support facilities. From an environmental perspective, there is
an advantage in that pollution could be reduced through the collective installation of
environmental pollution prevention facilities, including waste and waste water disposal
facilities and the joint operation thereof. Procedurally, by processing various authorizations
and permissions in a single deliberation, the industrial complex development procedure
could be simplified (Korea Industrial Complex Corporation 2020a, 4). Such advantages of
industrial complexes are the reason for their adoption as national industrial growth and
national land use policies in many countries.

The objectives of industrial complex policies differ by the level of development of the
country: locational efficiency being the first priority for a country at an early stage of
economic development, pursuing high—speed industrialization with poor national finance;
balanced regional development increasingly emphasized as industrialization progresses:.
and efficient use and management of national territory such as intensive land use and
environmental preservation are given high priority upon reaching the stage of economic
maturity.’

3 Theoretical Research of Land Development (Ui Won Kim 1983, 269). Re—cited in /ndustrial Location Policies in
Korea: An Evaluation and Future Directions (Young Hwan Jin, Hye Young Cho 1991).
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2, Background of Introducing Industrial
Complex Policies

The Korean economy, since 1945, was in a grave state due to the aftermaths of the
Japanese colonial rule and the Korean war. The industrial structure was focused on
agriculture, and much of social infrastructure had been destroyed during the war. Until
1960 Korea was one of the world’s poorest countries, with national income at only 79
dollars, and its economy continued to struggle while its trade deficit amounted to 300
million dollars, almost 16% of GNP (gross national product) (Ministry of Knowledge
Economy, Korea Industrial Complex Corporation 2012, 20). Insufficient natural resources,
small domestic market, and lack of capital were also stumbling blocks to the country’s
independent economic growth.

To overcome such limitations, in 1962 the Korean government devised the first 5-year
economic development plan (1962~1966), with the policy aim of targeting the overseas
market by becoming an industrial exporter, achieving a government-led economic
development, and pursuing unbalanced economic growth by intensively fostering
certain industries. With this as a momentum, an export—driven industrialization strategy
was pursued in full-scale to attain a self-supporting economy. To intensively foster
export-oriented light industries that had comparative advantages on the global stage,
the government at the time concentrically developed industrial complexes along with
support measures of exchange rate and subsidies.”

To assist the export—driven industrialization strategy in the early 1960s the Korea
Export Industrial Manufacturing Complex (formerly the Guro Industrial Complex) was
created as the first industrial complex, and in the 1970s heavy chemical industry
bases were created in places such as Ulsan, Changwon, and Yeochun to promote the
heavy chemical industry. Henceforth, the government has promoted national strategic
industries by establishing industrial parks in accordance with industrial maturing levels
and economic development strategies of the times. Consequentially, the industrial
complex development strategy can be evaluated to have performed a successful role
in effectively supplying industrial land, and fostering and integrating national strategic
industries by concentrating on a targeted few.

4 While the 1% 5-year economic development plan was promoted 10.7% of government investment in total was
spent for the establishment of manufacturing sites (Korea Industrial Complex Corporation 2010).
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As of the end of 2018, there are about 1200 industrial complexes built across the nation,
which together account for 67.0% of the whole manufacturing industry output, 67.3%
of exports, and 48.6% of employment. As such, industrial complexes, being the core
foundation of the national economy and growth foothold of regional economies, will
validly be hereafter a means for economic advancement as they have been since the
1960s. Since the 2000s, going beyond the level of supplying industrial land equipped
with infrastructure, industrial complex structure improvement projects, which aim to
strengthen the competitiveness of industrial parks by combining production capability
and residential, cultural, welfare in decrepit complexes, have been promoted along with
corporate competitiveness—enhancement projects via the industry—academia—research
collaboration, or namely cluster projects. Along with the advances of the 4" industrial
revolution, a paradigm shift in the overall industry is forecasted, and since the latter half
of 2018 the smart industrial complex project has been expanding to reorganize industrial
complexes as the basis for manufacturing innovation by ICT-based data connection
and sharing, and as the plan is announced to radically remodel industrial parks that are
the heart of national and regional economies as “region-led innovation hub” by way of a
radical shake—up of existing industrial complex support mechanisms, industrial complex
policies are being positioned as more diverse and powerful means for national and
regional economic growth.

In this writing, the aim is to organize the changing process as well as the policy
framework and management status of industrial complex policies, and analyze success
factors about industrial complex development policies to deduce implications for readers
with much interest in Korean economic growth and industrial complex development
models.

PART 1. INTRODUCTION
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As the government pushed ahead with full-scale economic development, Korean
industrial complexes have been in line with industry promotion policies. In the 1960s, an
export manufacturing complex was developed for the export industrialization strategy,
and in the 1970s mainly large—scale complexes were established in littoral areas under
the heavy chemical industry promotion policy. In the 1980s, agricultural and industrial
complexes were developed in regional areas aiming for balanced national growth,
and in the 1990s, as IT and knowledge—based industries emerged, the development
of industrial parks in various forms was promoted. From the 2000s and onwards,
policies to develop industrial complexes specialized in fostering high—tech industries
and strengthening the knowledge—based economy were promoted. Globally as muted
growth trend continues since the 2010s, rather than supplying new industrial parks for
large investments, diverse policies are being pursued to sharpen the competitiveness of
existing industrial complexes.
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=9 LUK = Y27 =452 JHPHES FLEOHHA M= g2t HIE 20| off 2Tt 1960
Hioll= 2 SYet H2ks floll =E3YHRIE, 19709U0l= SaetSHs 80| et F2
YoHRIHOH| L2 EAIS HESIAUT. 1980E0= X|Le| MPHAI SSTHXAIE Wl =7t

S THOIACH, 1990E0= IT 44 H AIAT|EHIA0| STOIEM OIS flet tfer &

0x
Q'B
=
>
i
d
T
N
2
1
oyl
ol
S

o HCNNE 21
2t 2010EM 0l20= Uit FAE 9

I:—I_ — O

ZolE MATRIS TTA7 = FHUS0| FLEACE H MANC= MEE7I127t AEE0
A

Z3fotiIAt of= GHMS0| Lo L= R

o

H2E M EHMO T 2y



15

1. The 1960s: Promotion of Export-Driven
Light Industries and the Beginning State of
Industrial Complexes

The 1960s was the period in which Korean industrial complex developments started,
and it began with the establishment of the first 5—year economic development plan
(1962~1966). The Korean economy back then, having gone through the Japanese
colonial rule, had a distorted economic structure and a weak industrial foundation.
Agriculture accounted for more than 40% of total industries and the manufacturing
industry was just at the level of meeting basic livinghood needs.” To break out of such
an underdeveloped economic system and accomplish industrialization and build up an
independent economic footing in a short period of time, the government formulated
an economic development strategy. The main policy tasks of the first 5—year economic
development plan (1962~ 1966) were international balance improvement and
technology advancement headed by the fosterage of key industries (fertilizer, cement,
steelworks, machinery, oil refining), and export increase.

To foster national key industries, including oil refining, fertilizer and integrated steelworks,
the government prepared the building of integrated manufacturing complexes, and
enacted the Act on Special Cases Concerning Land Expropriation for the Creation
of Manufacturing Districts in 1962, defining the special cases on land expropriation
necessary for the creation of certain manufacturing districts. In the same year, based on
the foregoing and the Urban Planning Act, the government designated Kyungnam Ulsan
as a manufacturing district — a plan to build an industrial city with the population size of
500 thousand, along with the simultaneous construction of oil refining, steelworks and
fertilizer factories (Korea Industrial Complex Corporation 2014, 46).

Furthermore, the development of export manufacturing complexes was sought for
labor-intensive light industries including textile, shoes, wig and the like, for which the
government on 14 September, 1964, legislated to the Export Industrial Manufacturing
Complexes Development Creation Act. Guro—dong, Seoul, was selected as the target
area for the export manufacturing complex, where labor force procurement was easy
and support for the export industry production could be efficiently delivered.

5 “Korean Industrial Development and Prospective Tasks®, "The Korean Economic Forum; vol. 6, Issue 4 (Do
Hoon Kim 2014, 16). Re-cited in 50 Years of Industrial Complex Achievements and Challenges (Korea Industrial
Complex Corporation 2014).
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In 1963, the Act on Comprehensive Plans for Construction in the National Territory was
enacted to comprehensively use, develop and preserve the natural conditions of the
national territory, and this, together with the 1962 Urban Planning Act, formed the basis
upon which the government can select and create industrial sites which previously had
been determined by individual companies.

Under the second 5-year economic development plan (1967) to improve manufacturing
structure and upgrade living standards through the growth of the heavy chemical
industry, the Machinery Industry Promation Act (1967), Electronic Industry Promotion Act
(1969), and Act on the Support of the Petrochemical Industry (1970) were established.
At the time, the sites designated as industrial parks increased to 15, including Pohang
as the location for the steel industry, and Gumi for the electronic industry complex®, but
full-fledged development took place only in the 1970s.

In the 1960s, industrial complexes were mostly created to foster export—driven
industries, but according to the Electronic Industry Promotion Act, legislated to nurture
national key industries, the Gumi Manufacturing Complex was designated in 1969. Major
manufacturing complexes for the promotion of national key industries were developed
in earnest and activated in the 1970s. Also, aside from the government-led large—scale
manufacturing complexes, manufacturing complex developments took place in key
cities including Busan, Daegu, Incheon, Seongnam in 1968, as a group of manufacturing
site creation projects under the Urban Planning Act.

Taken together, the core of the 1960s” Korean industrial complex policies is in the export
manufacturing complex development in line with the government-led export-driven
industrial advancement policy, and the designation of large—scale industrial complexes
for the 1970s’ building up of national key industries. It was a time when policy and legal
grounds for industrial park development were found for the foregoing, and in which the
enthusiastic government support system was established, laying the foundation for
economic growth.

6 2013 Annual Report on Land Planning and Use (Ministry of Land, Infrastructure and Transport 2014, 175). Re-
cited in “Development Process and Future Tasks of Industrial Location Policies” (Hye Young Cho 2014, 66).
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2. The 1970s: The Period of Industrial
Complexes Creation for Heavy and
Petro-chemical Industry-based Expansion

Entering the 1970s, the government continued in the direction of the second 5—year
economic development plan, and pushed forward with the heavy chemical industry
policy in earnest. In the president’s new year's press conference of January 1973, the
‘heavy chemical industry policy” was announced, and upon this selected 6 industries
namely steel, petrochemistry, nonferrous metal, shipbuilding, machinery and electrical
electronics as major industries.” In accordance with the heavy chemicals fostering policy of
the third economic development plan and the direction of the large—scale manufacturing
base establishment under the first comprehensive plan for construction in the national
territory, the Act on the Promotion of Industrial Base Development was enacted in
1973, and based on this large heavy chemical industrial complexes were developed in
Pohang (steel), Yeochun (petrochemical), Changwon (machinery), Geoje (shipbuilding),
Gumi (electronic), Onsan (nonferrous metal) and more. Industrial parks established in
the 1970s were large—scale, developed with a new concept of industrial city, and each
created a specialized industrial complex by area. Which complex to locate in which area
was decided based on mostly physical conditions such as ports, water, land conditions,
depending on the scale of the production facilities of each specialty industry (The Korean
Economy Six Decades of Growth and Development Compilation Committee 2010, 156).

Meanwhile, the Local Industrial Development Act was legislated in 1970, which
designated local industrial development encouragement districts to alleviate economic
gaps between regions by facilitating industrial decentralization to a moderate level.
Regions that have fallen behind industrially, the ones that maintained appropriate
distance from cities but had available labor supply and market conditions, were
selected as “local industrial development encouragement districts”, and Chuncheon,
Wonju, Daejeon, Cheongju, Iri, etc. were included therein (Young Hwan Jin, Hye
Young Cho 1991, 33). In addition, in 1970, to attract foreign investment, the Act on the
Establishment of Free Export Zones was enacted and the creation of Masan and Iri free
export zones commenced, in an attempt to promote export, employment, and technical
improvement.

7 Re-cited in National Archives of Korea (Korea Industrial Complex Corporation 2014), op. cit..

PART 1. DEVELOPMENT PROCESS OF INDUSTRIAL COMPLEX POLICIES



2. 19704CH: SSISIDY 7|t S5 93t MACTHK| ZAT|

1970ICH0f S01 Fsti= A ZRPHZEIO] 7IXE 01017}, EAROR Salstgermas

L— =

off Z{Ct. 1973 12 HESZ2| AF 7 [K2lA0N ‘S2retsYYH S H216IL, 01 EM= HY,
7

Mrafel, HiEas, 24, 74, 714 S 60 g5S FEUYC= AEstitt 2
A=o| Satet YA M1A mEALSEVHRA S| Hr2 SY7 X =20 D=t 1973
M IAPHLEEIES HEoIRA20, 00 27010 Z(HY), HT(MR=), ZHEO ), M=
), FOIER), 2MHESS) S U B3 MATRIS 7ol LT 1970FTH0) A-E &
YEHX|O| EE2 Uit =0[TM, MMUATA| JHEOZ HEERUA= A1l BEE T2 LUYTXE =8
= FOICt OffH X0l HAIS B[ A2V k= T2 P58 S8 Y20 St e,

B2, X S F= S2/X ZUS 7|22 HUTHE=EME0EIAFHEER22] 2010, 156).

oFH, 1970201 XNIYSHLES MEot=HI, 0 E2 SY2 Mget XY= tts FLI6t0] XYzt
O A AXE 2etol/ | ol AYSHHEYKITE AFolRiH, SHO| HFE AH2Z A%t
HEHEIE RARIEME =5 SEut AYE0] 7tse XS NYSYHLYAT 2 4got
UL =, &, O, 3, 012] SO| sHFHAUCHEIS S, Z6F 1991, 33). £t 1970E 2/=¢
FA RAIS Plo TENFAHERIY, S Moo O} 0[2] +EAIRAIGS 2o | AR
=0, Ol= #ET8, 183, 7 IEed= HlofalAt o A0[C,

o o —

7 7P |53 2010; St=ATRISE 2014, FAMOM THRIE.

RI2% MRIER|Rao| e



21

Observing the result of 1970s’ industrial complex establishment, 13 manufacturing
complexes, including the Changwon Machinery Manufacturing Complex, Ulsan
Petrochemical Manufacturing Complex were established in the first half, and in the latter
half 27 small- and mid-sized industrial complexes were developed, including the Pohang
Manufacturing Complex. In the metropolitan area, industrial sites were broadened from
Seoul to the Gyeonggi—do area, and in the rural areas the efforts were focused on the
Southeast region, such as Ulsan, Pohang, etc., where large—scale industrial parks were
intensively created. Growth pole development method, which creates large industrial
complexes in specific areas, came to result in the geographical concentration of not only
industries and population but also of other functionalities and led to the side effect of
widening regional gaps between where hubs were located and where they were not.
Besides, as industrial complexes were created on a national scale, and as the heavy
chemical industry was fostered, social problems such as environmental pollution arose.®

As the need to manage manufacturing complexes came into light in 1975, the
Manufacturing Complex Management Act was enacted, and relevant regulations on the
installation of facilities within the manufacturing complex, sale,lease,maintenance,repair,
and improvement works on land and facilities were laid down. In 1977, to find grounds
for pushing ahead with systematic management on industrial location and placement
at a national level, the Industrial Placement Act was legislated. Under the fourth 5-year
economic development plan, control over industrial concentration in large urban regions
and the decentralization policy were simultaneously promoted according to the Industrial
Placement Act. In other words, the industrial location in Seoul adjacent areas subject to
overpopulation control were restricted, and many industrial complexes were developed
in metropolitan development-induced areas from the late 1970s.

Korea's industrial complex polices in the 1970s can be characterized by the government
leading the creation of large—scale heavy chemical manufacturing complexes for certain
industries in the littoral areas.. Moreover, the fact that the new industrial city concept
was applied to the development of large—scale manufacturing base shows that industrial
parks played an important role in not only national industrial progress but also in the
aspect of national territorial development (Ministry of Knowledge Economy, Korea
Industrial Complex Corporation 2012, 35).

8 2007 Annual Report on Land Planning and Use (Ministry of Construction and Transportation 2007). Re—cited in
60 Years of Sea Change (Korea Research Institute for Human Settlements 2008).
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This can be considered a period in which the basis for industrial structure sophistication
was prepared as per intensive governmental support for the heavy chemical industry
and large—scale specialized industrial complex establishments. The heavy chemical
industry, which received concentrated governmental assistance at the time, achieved
a high annual average growth of 20.9% in the 1970s, and in 1979 the heavy chemicals
industrialization rate reached 51.2% (Ministry of Knowledge Economy, Korea Industrial
Complex Corporation 2012, 36). During this period the heavy chemical industry, having
been intensively fostered based on specialized industrial complexes, became the root of
the Korean industry and a key industry that drove up production and employment as well
as exports, and is greatly contributing to the Korean economy even today.
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3. The 1980s: Pursuit of Balanced National
Territory Development and the Period of
Local Manufacturing Complexes Creation

The 1980s was a period in which there was policy priority on balanced national territory
development and population settlement in the provinces, based on the 5" economic
and social development plan and the principles of “Stability-Growth-Balance™ of the
second comprehensive plan for construction in the national territory. From the aspect of
industrial policy, the support system transitionedfrom intervening in particular industries
to providing functional support. Namely in 1986, by abolishing existing promotion acts
for industries including machinery, shipbuilding, electronics, steel, nonferrous metals,
petrochemical, textile manufacturing, and enacting the Industrial Development Act,
the system was set up for efficient support of balanced growth and streamlining
manufacturing. As for national territorial management, in awareness of the issue that
the growth pole development of the large—scale manufacturing complexes has widened
regional gaps, small- and mid-sized manufacturing complexes were to be dispersedly
placed in regional areeas as a means of balanced national territorial development. In the
early 1980s, along with heavy chemical industry investment adjustments, manufacturing
complex development policies changed their direction from developing large complexes
to building small- and mid-sized parks in the provinces as the idle space in large—scale
complexes increased.

The government’s willingness towards balanced national land development had
already been reflected in its policies from the late 1970s. Founded upon the Industrial
Placement Act legislated in 1977, industrial complexes were developed to restricted the
establishment of industrial locations in Seoul and adjacent areas, and to disperse the
population and industries of Seoul to development-induced areas in the metropolitan
area. At this point, the Special Banwol Area (Banwol and Sihwa Industrial Complexes)
and Namdong Industrial Complex were developed, and the Seoul Metropolitan Area
Readjustment Planning Act, containing strong regulations on industrial location within
the capital area, was also enacted in 1982.

PART 1. DEVELOPMENT PROCESS OF INDUSTRIAL COMPLEX POLICIES



3.1980Ll: FEFHLH =19} X|'YSHEX] =H|

1980 A= MR AMAtRP LA 2 M2xt sEAdS e =] Y- 98- 7|1Z ot =

E o/ Qo] XA FHY R4S = AV IR, HEFHHe 2= S LU0 T
o JHUOIA HO{Lt 7S 8 KIFAKZ HESIUTE = 1986'H0| 7122 7|14, 24, HAY, 2, HIE
=5, Aretel drsd S YR TSHES HAloldl %u%ﬁﬂé HIgolt] Y F29| vy
Hit glefels eeXez XHol| fiet MMIE 752t A0IL. mEde| AFHMME e SYH
K9 HE HELAO0] NGRS U= 2MAMUMN ZES| Bl +H2 = SA7E 5

it
QITIXIS 2t K|S0 EHAt BHAISIES STt 19800 & SSEIRASK AHD 3 (2 THX[o)
QECIHO| 57130 T2 BEILHAE URD DXL SATKZ K0 ZYoks YgoR

SECT U0 Cfet YOI 2X|= 1970 HFE 0|0] ZH0)| FAZ|0] AACE. 1977H04 ME

= BUHRIO 2716101 ASAI L Q12 X MIRIKI= o, SEHO| IHUREAAOR

M29| Q712 SYS LA 7] Aol MATKIS 7HEet XO0|CE. O BHES+RIS(EE H Alskt
YA HSMATX IHLE A=, = L AHJRI0) et 2ot 7HIE F2 =3 EH|
A=l &= 1982 0] M= AT

T2 MRIEHR|RRO] S Hy



27

In 1983, the Act on the Promotion of Income Source Development in Agricultural and
Fishing Villages was established to increase non—-farm income by creating small-
scale manufacturing complexes in agricultural and fishing village regions, and promote
balanced development of the economy therein, and accordingly the projects for the
establishment of agricultural and industrial complexes were actively pursued. From
1984, in which pilot projects were promoted, 170 agricultural and industrial complexes
were designated until the end of 1989.”

In the latter half of the 1980s, to resolve the issues of the industrial site shortage and
development of the industrially lagging west coast region, the development of large—
scale industrial complexes like Daebul, Gunjang, etc. began. This was to settle the
regional imbalance issue that arose from the economic development structure, focused
on the Gyeongbu axis linking Seoul and Busan from the 1960s to 1970s - the early
stages of economic development — but it was also to prepare for the changing political
landcape overseas, such as the opening up of China and so on. From 1981 to 1989
the designated industrial area in the Southwest region amounted to 57.7% of the total
nationwide designated area which was 53,894m? (Ministry of Knowledge Economy,
Korea Industrial Complex Corporation 2014, 39). However, although the industrial parks
of Daebul, Gunjang and more were developed under the justification of development in
backward regions, the problem of long—term vacancy was brought about in the 1990s
due to the lack of demand.

Industrial complex policies in the 1980s can be seen as distinct from previous ones in
that a number of manufacturing complexes were actively built in backward regions and
rural areas as regional balanced development was emphasized, and through this the
company concentration in major cities, such as the metropolitan area, was relieved, and
industries were dispersed to the provinces.

9 Young Hwan Jin, Hye Young Cho (1991, 39). Re-cited in Hye Young Cho (2014, 68).
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4. The 1990s: Alignment of the Industrial
Complex System and Expanded
Development of Local Industrial Complexes

In the 1990s, when the industrial structure paradigm started to shift towards the
knowledge—based economy, the importance of technical development was highlighted
to advance the manufacturing industry. Also, as the opening of the market accelerated,
the manufacturing industry took the course of globalization (The Korean Economy Six
Decades of Growth and Development Compilation Committee 2011). As the trends
of market opening, internationalization, and digitization continued, and the technology
economy and local economy blocking intensified, securing international competitiveness
emerged as a crucial task for domestic industries.

Industrial complex policies of the 1990s sought to increase industrial international
competitiveness upon transitioning into a global economy, and meanwhile further
emphasized regional balance in terms of industrial establishment. The industrial location
policy direction under the third comprehensive plan for construction in the national
territory (1992~2001) was set to enhance fairness in the industrial development of
different regions by aiming for the invigoration of local industries, appropriately managing
manufacturing sites in capital area, and to increase industrial competitiveness on the
international state by creating high—-tech industrial complexes. Furthermore, with
industrial structure sophistication and supply facilitation for manufacturing sites, striking
a balance with environmental preservation was also defined as a goal, being the first
environmental preservation considerations ever reflected on the territorial planning.

Succeeding the trend of industrial site—control in the capital area, introduced in the 1980s,
location policies that alleviate industrial concentration level in the metropolitan area, and
enlarge industrial complex development in underdeveloped areas were continuously
promoted, and policy measures which induce the relocation of large enterprises to the
provinces were also promoted. In addition, while sophisticating the industrial structure of
the Southeast coast manufacturing belt created in the 70s, the development of small-
and mid-sized manufacturing complexes was expanded to facilitate the development of
the backward areas. To reduce development-induced impacts on the environment, the
environmental management system, including the anti—pollution facilities, was organized
(Hye Young Cho 2014, 69).
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Also, to expedite the growth of the high—tech industry, science parks were created in
the nucleus cities of each province following the Nationwide Technology Zone Network
Plan (1989) of the Ministry of Science and Technology and High-Tech Industry 5-Year
Development Plan of the Ministry of Commerce, with major rural cities including
Dagejeon, Cheongju, Jeonju, Gwangju, Busan, Daegu, Gangneung, Chuncheon selected
as target areas (Hye Young Cho 2014, 69). However, although developed to foster the
high—-tech industry, the high—-tech industries were still concentrated in the metropolitan
area of the capital due to the poor locational conditions of the provinces and the
relaxation of locational regulations for high—tech industries in the metropolitan area under
the name of international competitiveness reinforcement.

A location policy to attract foreign investment was newly introduced upon the
designation of free export zones in the 1990s and consequently complexes for foreign
corporations were designated in Cheonan and Pyeong—dong, Gwangju, and foreign
investment zones in Cheonan and Sacheon. To operate in the Cheonan complex for
foreign corporations, the foreign investment share of a company had to reach 30%, and
there was the privilege of rent exemption for investments over a certain amount and
sophisticated technological businesses.

Industrial complex policies underwent an overhaul in the 1990s. To simplify the
establishment and parceling—out procedures for industrial complexes, the Ministry of
Construction and Transportation Development consolidated the Act on the Promotion of
Industrial Base Development, Local Industrial Development Act, Act on the Promotion
of Income Source Development in Agricultural and Fishing Villages in January 1990.
The Ministry of Commerce Industry and Energy consolidated the Industrial Placement
Act, Manufacturing Complex Management Act, and Act on the Establishment of Free
Export Zones related to the business of fostering industries, establishing factories,
and managing industrial complexes. The Acts were hereby integratively realigned as
the two legal frameworks of Industrial Sites and Development Act (1990) and Industry
Placement and Factory Establishment Act (1990), the two pillars of the industrial location
policies today.

One crucial change in this period was that the term “manufacturing complex”, which
refers to a manufacturing—industry centered complex, was changed to ‘industrial
complexes”, one that adequately locates and supports various types of businesses
and their support facilities, in an attempt to flexibly respond to the changing economic
environment and foster the technology-intensive high—tech industry.
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5. The 2000s: Growth of Knowledge-
based Industries and Industrial Complex
Diversification

In the 2000s, as most of the core industries that have played key roles in the national
economic growth, such as automobile, shipbuilding, steel, petrochemical, textile,
electronics, began maturing the discovery and promotion of a new industrial growth
engine emerged as a crucial task.'® New industries and high—tech knowledge—based
industries, including IT which began to stand out from the mid-1990s, were further
highlighted as major industries. Also, due to the growing interest in the issues of the
intensifying regional imbalance, quality of life, and environment throughout the society,
the policy priority was placed on balance, preservation, sustainability like preservation,
sustainable development rather than on the national development.

With a variety of issues arising as such, the 2000s” industrial complex policies required
more comprehensive and flexible approach. Moreover, in compliance with the voices
that there needs to be a paradigm shift from the previous input-led economic system
to an innovation—creating one, the industrial complex cluster project started in 2005
aiming for industry—academia—research linkage reinforcement, and with 4 parks namely
Banwol Sihwa, Changwon, Gumi, and Gunsan designated as pilot complexes, innovative
competence could be strengthened for businesses within the industrial complexes.
Also, as industries became more knowledge—based and convergent, and urbanization
progressed, there were growing calls for multi-complexes covering diverse functions
such as production, R&D support, business services, residential conditions and more,
leading to the introduction of the “Urban High—Tech Industrial Complex” system in
January 2001 - a reformed version of the Industrial Sites and Development Act — to
provide sites for industries highly dependent on cities (Hye Young Cho 2014, 70).

Furthermore, by opening up the industrial complex to a wider range of business fields,
the knowledge industry, info-communications industry, and cultural industry became
eligible to occupy a spot in the industrial facilities zone. Additionally, the existing flatted
factory systems were re-named as knowledge industry centers and allowed venture
corporations or knowledge—based, high—-tech industries to move in.

10 The Korean Economy Six Decades of Growth and Development: General Economy (The Korean Economy
Six Decades of Growth and Development Compilation Committee 2010), Re—cited in Ministry of Knowledge
Economy, Korea Industrial Complex Corporation (2012, 41).
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Foreign corporations and foreign investment zones adopted in the 1990s were more
actively designated during this period, and development began for various parks
including venture company-exclusive complexes, technoparks, info-communications
industrial complexes, science research parks, and cultural industrial complexes.

Industrial complex development, which had been stagnant since the currency
crisis, started to revitalize from the mid-2000s. In 2008 the number of industrial
complex designations in the single year was 96, total area amounting to
55km? (Hye Young Cho 2014, 70). Meanwhile, the systems of national renta
industrial complexes and lease—only industrial complexes were introduced. Under the
rental method, lease periods are 50 years at maximum, and rents are 1% lower than the
development cost to ease the burden of initial location costs due to the high industrial
site prices and to reinforce corporate competitiveness. The extensive application of the
lease policy that previously was limitedly offered for foreign investments to domestic
corporations, drove a paradigm shift in the industrial location policy and enhanced the
public concept of industrial sites.”

Among significant turning points of the 2000s” was the enactment of the Act on Special
Cases Concerning the Simplification of Authorization and Permission Procedures for
Industrial Complexes (2008), in an attempt to resolve the issue of the time—-consuming
authorization process for industrial complexes. Also in 2009, large—scale national
industrial complexes were additionally designated in 5 regions, specifically in Daegu,
Pohang, Gumi (5™ complex), Gwangju-Jeonnam, and lksan. The objectives were to
foster high—tech industry in Daegu, electronics in Gumi, steel-related parts and materials
in Pohang, mining in Gwangju-Jeonnam, and clean high—tech industry in Janghwang
(Hye Young Cho 2014, 70). Since the designation of large national industrial parks in
the west coast area in the late 1980s, no national complexes had been appointed for
nearly 20 years but with the commitment to fostering national strategic industries and in
compliance with the local government’s calls for designation, 5 aforementioned regions
were selected.

11 Ministry of Land, Infrastructure and Transport (2014), op. cit.. Re=cited in Hye Young Cho (2014, 70).
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The new policy agenda of reinforcing the competitiveness of decrepit industrial
parks was more fleshed out in the 2000s. An institutional foundation was laid for
the renovation project under the Industrial Sites and Development Act and structural
improvement project under the Industrial Cluster Development and Factory
Establishment Act. The structural improvement project aimed to newly adopt anchor
facilities that can strengthen industrial competitiveness, and renovate support facilities to
improve the environment for 20-plus—year-old industrial parks, and in 2010 the project
was promoted with 4 national industrial complexes namely Banwol-Sihwa, Namdong,
Gumi, and lksan, which were selected as pilot complexes. For this, the Industrial Cluster
Development and Factory Establishment Act was reformed in April, 2010, to establish
the institutional basis for the implementation system of the structure improvement
project.

Also, eco-industrial park projects were implemented in pursuit of eco—friendly
industrial complexes. These projects aimed to increase resource efficiency by re-using
wastes that are created in an industrial complex as base materials or energy for other
businesses. Having promoted such projects in 5 different industrial complexex from
2005, the number increased to 8 from 2010 and assisted the spread of eco—friendly
green industrial parks (Hye Young Cho 2014, 71).

Figure 1. Changes in Industrial Complex Development- and Management- related Laws

Category The 1960s The 1970~80s The 1990s After the 2000s
Local Industrial Industrial Sites and
Development Act Development Act
Act on the Promotion of lclusiicil
Industrial Base Development Shesand Act on Special Cases
Development ) Development Concerning the Simplification
Act on the Promotion Act of Authorization and
Export Industrial of Incomg Source Permission Procedures
Manufacturing Development in Agricultural for Industrial Complexes
Complexes and Fishing Villages
Development
Creation Act
Manufacturing Complex Telisiy .
Management Act Industrial Cluster
Placement
Development and Factory
Management and Factory _
) Establishment Act
Establishment (Policy name change)
Industrial Placement Act Act Y e
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6. After 2010: Competitiveness Enhancement
of Decrepit Complexes and Smartification of
Industrial Complexes

Manufacturing industry reinforcement and convergence and integration among
industries can be considered the keywords in international and domestic economies
since the end of the 2000s. Due to the 2008 global financial crisis, as the importance
of manufacturing grew especially in major developed countries, the revival of the
manufacturing industry became a primary issue. To enhance the global competitiveness
of major industries, the Korean government reformed existing key industries, such as
shipbuilding andautomobile as high value—added premium industries through converging
them with IT, and sought to secure a new footing for growth by creating new markets
via multidisciplinary efforts (Hye Young Cho 2014, 71).

From the mid-2010s, the utmost priority for the government was to enhance local
economic vitality through job creation, hedging against environmental and socio—
economic changes such as low growth, aging population and so on. Along with
deregulation to boost regional investment, creation of specialized industrial parks in each
region, deregulation and government-led development of urban high—tech industrial
complexes were promoted as specific policy measures. The establishment of local
specialized industrial complexes, tailored to local demand and industrial specialization
level, was also promoted, and today’'s medical device of Wonju, aviation of Jinju and
Sacheon, the offshore plant of Geoje, carbon of Jeonju, and nano of Miryang industrial
complexes are designated as specialized parks.

To sharpen the competitiveness of deteriorated industrial parks, an institutional
foundation was established and pilot complexes were designated in the late 2000s, but
as project propulsion of the Land and Industry Ministries separated, it became difficult
to generate synergetic effects between the two and the need for comprehensive
work management increased, leading to the enactment of the Special Act on
Competitiveness Enhancement of Decrepit Industrial Complexes through agenda—
setting in the third Trade and Investment Extension Conference (2013), which served as
the ground for the promotion of joint projects between the two Ministries. Accordingly,
an innovative industrial complex project was implemented, under which 25 decrepit
industrial parks were remodeled and industrial support, infrastructure, cultural, childcare
facilities expanded, with the special aim of creating industrial parks young people would
like to work in.
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Furthermore, the “multisite” system was introduced, in which industrial facilities and
support-public facilites could converge in a primarily industrial complex, with 1/2 of the
multisite filled with industrial facilities and the other half open to businesses, research
labs, universities and business support facilities all blended in one area. Currently, a
negative regulation system has been adopted in not only areas for support facilities but
also in industrial ones. For this, a modification to the current management guideline is
under review, to designate a special district within industrial complexes open to all types
of businesses, excluding speculative ones. With increased industrial-complex—eligible
fields having adopted the negative regulation system extending to industrial facilities
zones, the policy base was also found in 2020 allowing flexible move-ins through the
integration of the manufacturing and service industries, and for newly created novel
industries with entrance restrictions due to the categorization failure under existing
business classifications through the deliberation of the tenant discussion committee.

As the discussions progressed rapidly over the 4" industrial revolution — the term
first coined in Davos forum in Switzerland in June 2016 — and its future economic,
social, industrial, organizational, and spacial implications , more discussions are being
held in terms of what industrial space the new industrial ecosystem in the age of
hyperconnectivity, superintelligence, superfusion would need as well as on what
locations new industries would prefer in the era of the 4™ industrial revolution, and on
which supply policies would be required. As such, the propulsion of the smart industrial
complex project was resolved in the SMEs Smart Manufacturing Innovation Strategy
Briefing at the end of 2018, and the concept of the smart industrial complex was defined
as “an industrial complex that goes beyond smartification of individual corporations, but
in which companies of identical business field and value chain are linked and adopt smart
technologies in their own capacity through data connection-sharing between enterprises
within the industrial complex”. In February, 2019, Banwol Sihwa and Changwon
were namely selected as two pilot smart industrial parks, and in June presenting the
Manufacturing Renaissance Vision and Strategy, the development of a total of 20 smart
industrial complexes by 2030 was announced. In September, Namdong and Gumi parks
were additionally selected and are pushing ahead with varied projects for manufacturing
innovation and high—value—adding of industrial parks in cooperation with the Ministries
of SMEs and Startups, Trade, Industry and Energy, Employment and Labor, Land,
Infrastructure and Transport.
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Announcing the Plan to Radically Remodel Industrial Complexes in November 2019,
a new support system method was adopted in 2020 to overcome the issues in the
existing industrial complex support methods, and increase policy efficacy. It was a
move that started from the recognition that an individual industrial park—focused support
policy caused a lack of synergy with peripheral industrial parks or regions, and also
lack of means through which industrial complex characteristics such as location, infant
industries, value chain among businesses and regional environment can be reflected.
Differentiating the radical remodel plan from previous industrial complex support policies
is to establish region—led comprehensive plans and promote businesses, and for the
government to support package businesses for each ministry targeting the regions
selected. In May 2020, five parks, specifically Namdong, Gumi, Daegu, Gwangju
High-Tech, and Yeosu were designated as radical remodel complexes, and aside from
Namdong and Gumi that were previously designated as smart industrial complexes the
other three parks were automatically selected as smart industrial complexes and will
preferentially be applied the new plan.

As for 2020, a budget of 4.7879 trillion won for industrial complexes has been assigned
to about 32 projects, excluding the support funding for access roads, which shows a
huge increase in terms of budget and project scale, compared to 1.2572 trillion won'® of
2014. From the Table, it is evident that even when the industrial complex—type Happy
Housing Loan project budget of 2.8 trillion won by the Ministry of Land is ruled out, the
budget for industrial parks is around 2 trillion won, and that the Ministry of Industry in
particular is conducting various projects for business support, process innovation, and
industrial park environment improvement.

12 Assessment of National Industrial Complex Business (National Assembly Budget Office 2014, 13).
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Table 1. 2020 Budget Status Related to Industrial Complexes

Ministry Type Project Name (I\ﬁiollig:c\j/gc?r:)
Business Support Industrial c_luster competitiveness 63.927
stengthening project
Industrial complex innovation support 8000
center ’
Establishment of the basis for smart
industrial complex manufacturing 9,000
innovation
Process . . .
Innovation Deagng‘qon support of root industry 7,550
specializing complexes
Demonstration of the pioneering 13614
distribution of manufacturing robots ’
Supply expansion of clean processes in 1609
SMEs ’
Factory energy management system 2200
establishment ’
Energy _E(;o—frlendlytlndustrlal complex facilities 930
Industry infra suppor
Establishment of region—-based eco- 1694
industrial development foundation ’
S Re—-modelling of temporarily— and
tart-up = ; :
i permanently—closed industrial complex 20,000
Assistance £ i
actories
Smart manufacturing high—quality 14.750
Education workforce training ’
Linkage Industy-academia integrated district 11088
creation project ’
Alignment of Industrial complex environment 310.000
Economic Blocs | improvement funds (contribution) ’
Improvement Development of vibrant and beautiful 3000
in Residential | Streets
Conditions Smart convenience facility expansion 4,025
Employee Multi—cultural center construction 35,000
Support
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’20 Budget

Ministry Type Project Name e
Ed_ucatlon Creation of campus innovative parks 2,220
Linkage
Decrepit mdust_nal complexes reuse 50,000
support (financing)
. Decrep|t_ manufacturing complexes 44,130
Alignment of | remodeling
Land Economic Blocs | Industrial complex-type smart cities
X 98,115
(challenge linked)
Industrial (_:omplex life zone revival 682.477
(urban revival linked)
Improvement : _ .
in Residential Indust_nal _complex type happy housing 2.879.450
Conditi (contribution—financing)
onditions
Process Establishment and improvement of smart
; : 414,970
SMEs and Innovation factories
Startups Education Youth experience teams for smart factory 1020
Linkage established enterprises ’
| Proces; Workplace innovation support 23,590
nnovation
Employment i .
Education Smart factory specializing campus
. : 4,500
Linkage establishment
Environment | Business Support ?'\(jltésstnallzatlon support for environmental 12,300
Culture and Improvement Cultural revival of industrial complex
S on Residential | disused industrial facilities 14,923
ports . . )
Conditions (comprehensive assistance)
Employee Supporting business consulting customized %
Gender Support for gender balance embracing growth
Equality and : = ) . .
Family Education Specified operation of industrial complex— 1993
Linkage type new job centers ’
Employee .
Support Smart gardenball project 5,240
Forestry Improvement
in Residential Fine dust blocking forest project 46,500
Conditions
Total 4,787,910

Source: Korea Industrial Complex Corporation 2020a. Internal data.

47 | PART Il. DEVELOPMENT PROCESS OF INDUSTRIAL COMPLEX POLICIES



(a5t24)

"20 04| L

2,220

50,000
44,130
98,115
682,477
2,879,450

414,970

1,020

23,590

4,500
12,300
14,923

95

1,993

5,240
46,500

4,787,910

2X| 2AH)

H

=

X

ESH HEH|
FEAE(

Al

x}

(=}

M

Al
YT HEH THY(=AIRS )

PRI

O
=]

4
At

el

=

(o]
A
=

f

C|
[

=

MIE X|

M

4

A0E 7l A

M| &Y

F

SAEET|Y A

F

Al

Bl
ofr
E]

BRI
RO

pS|

il
%0
Ho

Al

Bl
ofr
E]

il
%0
Mo

A
]|

=
pSER Al
EENONIE
WS HA
EENONEE
oA

I

Ed

S

=2
017t

ol

AU IEHXISE 2020a. LiSALE.

(<)
)

INI=H



Table 2. Changing Process of Industrial Complex Policies

Item The 1960s The 1970s The 1980s The 1990s The 2000s The 2010s
Period of laying | Period of Period of Period of Period of Fostering/
Develop- | foundation heavy chemical | industrial industrial industrial expan-sion of
ment | for industrial industry-based | restructuring development development new industries
Stage | development expansion take—off growth/
expansion
-Government- -Government- ‘Industry -(Former) -Fostering of the | -Realization of
led light led heavy rationalization Opening and knowledge- the creative
industry- chemical of the heavy privately— based industry, | economy
nd centered export | fostering chemical field led economic future industry through
ndus— - o ;
il policies policies Export management Transition to the isncgsn;eiigzd ICT
Policy | -Social overhead industrialization | -(Latten)IMF innovation—led ¢
Trend capital of the management economy and ‘Integration and
foundation technology- system and shared growth convergence,
extension intensive industrial among sector new growth
industry restructuring engine industry,
future industry
-Textile, ports, -Petrochemical, | -Semiconductor, | -Servitization -Info-communi- | -Green—tech
electrical goods, | steel, vessel, electronics and software cations industry,
shoes automobile, manufacturing, | industry industry, game | high-tech
Indus— machinery automobile promotion industry, integration and
trial -Growth of bioindustry convergence
Struc— . industry, high—
semiconductor, | -Knowledge— .
ture . ; ; value service
fine chemistry, based industry A
) : industry,
info-communi— .
tions creative
ca industry
-Start of -Creation of ‘Industrial -Location type -Specialized ‘Introduction
industrial large—scale complex diversification industrial of mixed-use
complex industrial substantia— ) cluster districts and
’ " -Deregulation of .
creations complexes as lization h expansion of
. location -Support for the S
“Exoort heavy chemical ‘Balanced land knowledge— urban high-tech
po . manufacturing alanced fa ‘Industrial owiedge complexes,
manufacturing b development based economy e
ases : complex name ) specialized
) complex propulsion h and promotion industrial
Loca-tion | ¢reation -Capital area change of clusterization |
Policy development | 'DSYEIOPMENt | gpicication " complexes
of agricultural -Competiti— ) )
control : . of development Decrepit
and industrial veness ) :
procedures industrial
complexes enhancement
o complex reuse,
for existing ;
EIP project,
complexes ) g
innovative
cluster

reinforcement
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Item The 1960s The 1970s The 1980s The 1990s The 2000s The 2010s
Comprehensive | -Local Industrial | -Seoul ‘Industrial -Reformed ‘Reformed
Plans for Development Metropolitan Sites and Industrial Industrial
Construction Act Area Development Sites and Sites and
in the National Readjustment Act Development Development
Territory “Act on the Planning Act Act Act
Promotion of -Industry
-Export Industrial | Industrial Base | -Promotion Placement -Reformed ‘Reformed
Manufacturing Development of Small and and Factory Industrial Industrial
Complexes . Medium Establishment Cluster Cluster
‘Industrial A
Development Enterprises Act | Act Development Development
) Placement Act
Creation Act and Factory and Factory
‘Act on the ‘Reformed . )
) . Establishment Establishment
-Machinery Promotion of Act on the
o Act Act
Industry Income Source | Utilization and
Rele— Promotion Act Development in | Management -Act on the -Special Act on
vant — Agricultural and | of the National Promotion Revitalization
} -Shipbuilding = ) . L
Policy Indust Fishing Villages | Territory of Cultural and Competiti
Y . . Industries veness
Promotion Act ‘Industrial -Special Act on
. Enforcement of
. Development the Support -National Land .
-Electronic . Hub Decrepit
Act for Technology Planning and :
Industry e Industrial
! parks Utilization Act
Promotion Act . Complexes
(02)
-Act on
Special Cases
Concerning the
Simplification
of Authorization
and Permission
Procedures
-Creation of ‘Local industrial | -Large-scale -Footloose -Urban high- ‘Mixed-use
the Ulsan development industrial location tech industrial districts and
Manufacturing encouragement | complexes in increase complexes industry—
Center districts the Southwest academia
-Technoparks -Cultural .
area ) ; integrated
-Large-scale industrial distri
; ) ) istricts
industrial -Agricultural complexes
complexes in and industrial . -Decrepit
-Foreign - B
the Southeast complex . industrial
) investment
Policy area development Jon6s complex reuse
fool -Free export -Flatted factory . ‘Innovative
. -High-tech
zone construction . complexes
development medical . )
complexes -Smart industrial
complexes
‘Radical
remodeling
of industrial
complexes

Source: Reorganized from Hye Young Cho (2014, 73).
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1. Industrial Complex Policy Framework

Industrial complex policies are being enforced typically based on two legislations.
One is the Industrial Sites and Development Act (hereinafter ISDA) that governs
matters concerning industrial sites and in particular the supply and development of
industrial complexes, and the other is the Industrial Cluster Development and Factory
Establishment Act (hereinafter ICDFEA) which defines matters concerning industrial
complex management and location of individual factories, including —factory sites in
the metropolitan area. While the ISDA places emphasis on balanced land and regional
development via the smooth supply and rational placement of industrial sites, the
ICDFEA seeks to promote continuous industrial growth focusing on the activation
of industrial clusters, smooth establishment support of factories, and systematic
management of industrial complexes.

Figure 2. Policy Objectives of the ISDA and ICDFEA

Smooth supply of industrial

ISDA locations ~ Balancedlandand
Reasaonable industrial regional development
placement
Sound
o ) ) - —»  development of the
Activation of industrial clusters national economy
Smooth establishment support Continuous industrial
ICDFEA } L |
for factories development
Systematic management of

industrial complexes

Source: Korea Industrial Complex Corporation 2020a, 7.
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The industrial location—related legal system has its basic foundation on the designation
of special-purpose zones with the comprehensive national territory plan and urban plan,
and zone division, according to the metropolitan area readjustment plan in compliance
with the Framework Act on the National Land and the National Land Utilization Act,
Seoul Metropolitan Area Readjustment Planning Act, etc. In addition to the ISDA and
ICDFEA, which directly provide for the development and management of industrial
complexes and the like, diverse planned location creations are being realized under
separate laws.

Industrial parks under the ISDA are generally manufacturing—centered complexes
and because there are limitations as to comprehensively encompassing all industrial
complex types, specialized parks are being designated under individual legislations
(Korea Industrial Complex Corporation 2014a, 9). For instance, free economic zones, free
trade zones, foreign investment zones and special research and development zones for
foreign investment attraction may be overlappingly designated and created, including
industrial parks, or independently designated under separate laws." In addition, high-
tech medical complexes which are special-purpose complexes are designated in
compliance with the Special Act on the Designation and Support of High—Tech Medical
Complexes with the Ministry of Health and Welfare as the authorized administrator.™

Other than the above, there are science research complexes under the Framework
Act on Science and Technology, industrial technology complexes (technoparks) under
the Act on Special Cases Concerning Support for Technoparks, software promotion
complexes under the Software Industry Promotion Act, cultural industrial complexes
under the Framework Act on the Promotion of Cultural Industries and more.

13 In the case of Daegu Technopolis, it was designated an industrial complex in 2006, and subsequently
designated a free economic zone in 2008, and a special research and development zone in 2011, the
management of the industrial complex was transferred from Daegu-Gyeongbuk Free Economic Zone to
Daegu Special Research and Development Zone Head Office in February 2014, and also in the cases of
Gwangju High—-Tech Complex and Busan Noksan Complex, research and development special zones were
partially overlappingly designated (Korea Industrial Complex Corporation 2014, 32-33).

14 While the minister of the Ministry of Trade, Industry and Energy is the authorized administrator of national
industrial complexes, high-tech medical complexes are administered by the Ministry of Health and Welfare
has the management authority.
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Figure 3. Laws and Location Types of Industrial Complexes

Framework Act on the National Land

Comprehensive National Territory Plan

National Land Planning and Utilization Act

Seoul Metropolitan Area Readjustment Planning Act

Industrial Sites and Development Act

Industrial Cluster Development and
Factory Establishment Act

Urban plan

Seoul metropolitan area
readjustment plan

Industrial location distribution plan
Industrial complexes(national, general, urban
high-tech, agricultural and industrial)

Master plan for the revitalization of industrial clusters

Act on Designation and Management
of Free Economic Zones

Act on Designation and Management
of Free Trade Zones

Foreign Investment Promotion Act

Special Act on the Development of Enterprise Cities

Small and Medium Enterprises Promotion Act

Framework Act on Science and Technology

Act on Special Cases Concerning
Support for Technoparks

Software Industry Promotion Act

Framework Act on the Promotion
of Cultural Industries

Special Act on Promotion of Special
Research and Development Zones

Special Act on the Designation and Support
of High-Tech Medical Complexes

Special Act on Balanced National Development

Free economic zones

Free trade zones

Foreign investment zones

Enterprise cities

SME cooperative complexes

Science research complexes

Technoparks

Software promotion complexes

Cultural industrial complexes

Special research and development zones

High-tech medical complexes

National innovation clusters

Source: Korea Industrial Complex Corporation 2020a, 10.
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In industrial complex types, there are four defined and classified under the ISDA:
national industrial complexes, general industrial complexes, urban high—tech industrial
complexes, and agricultural and industrial complexes. Moreover, industrial areas, SME
cooperative complexes, free economic zones, free trade zones, foreign investment
zones, etc., under the Urban Planning Act are industrial clusters of forms similar to
industrial complexes, and (Table 3) shows specifically their designation purposes and
designators, and target areas."® National industrial complexes are designated to foster
national key industries and advanced science technological industries, and general
industrial complexes to promote reasonable industrial decentralization, urban high—tech
industrial complexes within cities to nurture the knowledge industry, cultural industry,
info-communications industry and more, and agricultural and industrial complexes to
invite and develop industries in agricultural and fishing village areas.

In Korea, there are measures separately available for industrial complexes and special
economic zones, but in developing countries industrial complexes and special economic
zones aiming for foreign investment attraction are often used interchangeably without
distinction.'®

15 Other than the four types of industrial complexes classified under the Industrial Sites and Development Act,
the whole or parts of industrial areas, foreign investment zones, free trade zones, and free economic zones
can also be designated as industrial complexes, and in a broad sense can be classified as industrial complexes
or industrial clusters.

16 In Eastern European Countries and the Middle East area such as Hungary, Bulgaria, the Azerbaijani Republic,
etc., industrial complex systems are being employed to attract foreign investment (Korea Industrial Complex
Corporation, KOICA 2012, 132.)
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Table 3. Types of Industrial Clusters

Nati Urban |Agricultural SME .
ational | General . Manu- Foreign Free
Item | Industrial | Industrial ngh—Te_ch and . facturin Coo_p ®” linvestment 30 el Economic
Industrial | Industrial 9 rative Zones
Complexes|Complexes C Areas Zones Zones
omplexes|Complexes Complexes
Develop- | Promotion | Develop— | Industrial | Pursuit Reinforce= | Promotion | Promotion | Improve—
ment of of industrial| ment of attraction | of sound ment of of foreign | of foreign | ments
national key| decentral- | high-tech | to increase | develop~ | SMEs’ investment | investment | in the
industries | ization, industries | income for | ment com- inducement| induce- business
and regional including | farmers and through petitive— ment, enviro—
Desig- advanced | economy | knowledge-| fishermen | collective | ness trade nment
esig . O ) ) o
nation | Science vitalization cultural-lnfo factory _ through promotlon, and ||‘v.|ng
techno- —communi= installation | SME interna— conditions
Purpose logical ’ . ) o
ogica cations, cooperative tional for foreign
industries etc. businesses distribution | invested
facilitation | companies
and regional
develop-
ment, etc.
Minister of | Mayor- Minister of | Special Minister of | Mayor- Mayor- Minister of | Minister of
the Ministry, governor | the Ministry, self- the Ministry governor | governor | the Ministry| the Ministry
of Land, (possible | of Land, governing | of Land, of Trade, of Trade,
Infrastruc— | for mayor- | Infrastruc— | province Infrastruc— Industry Industry
ture and governor- | ture and governor, | ture and and Energy | and Energy
Transport | head of Gu)| Transport, | mayor- Transport,
Desig- mayor- governor: | mayors-
nator governor | head of Gu | governors
(possible
for mayor-
governor:
head of Gu)
Under- Areas Urban areas| Areas with | Areas Areas for | Industrial | Areas Areas in
developed | needed for | favorable | favorable | necessary | cooperation| complexes | where which
areas in balanced | for fostering location for such and areas | freight foreigner
need of growth high-tech | conditions | increased | as SME which handling attraction
develo— ata city- industries | within the | industrial | collecti— foreign capability, | and
pment province city-district | conve— vization investors | social residential
Target | promotion, | level nience and joint | wish to overhead | enviro—
Area | areas facilities, invest in capital nment,
favorable etc. facilities, infra—
for key control structure
industry and facilities, procure—
high—tech etc., are ments are
industry sufficient or| possible
location expected

Source: Korea Industrial Complex Corporation 2020a, 24.
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Industrial complexes take on the characteristic of a public property, as they are industrial
sites supplied through land expropriation. Accordingly, various support measures are
being employed with the purposes of efficient use of national territory and environmental
preservation, an increase in company competitiveness via timely industrial site supplying
and more. Industrial complex support measures are categorized into the support system
for the operator of the industrial park development project and one for tenant companies,
with the support system for project operators diverging into financial support and land
development support, and the assistance for tenant companies encompassing not only
tax-financial support, industry—academia—research joint R&D upon moving in, export,
jobs, and commercialization support but also providing a platform for resolving business
difficulties and assistance with decrepit infrastructure reforms.

Figure 4. System of Industrial Complex Support Measures

Industrial Complex Support Measures

Project Operator Support System Tenant Company Support System

Expense Sharing Tax Breaks* Post-Management of
) . Land Development Support ) ) )
Financial Support Financial Support Tenant Companies
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It is a rule that the project operator bears industrial complex development costs, but
the government or local self-governing entities would bear a portion thereof, and the
assistance proportion of such is no more than 50%. There is assistance with public
facility installation expenses of roads, greens, water facilities, sewage facilities and the
like within parks and relocation project fees, and in the cases of leasehold industrial
complexes and agricultural and industrial complexes, land purchase costs are included
(Korea Industrial Complex Corporation 2020, 49).

Incentives to attract enterprises into industrial complexes include tax break assistance
and varied governmental support. The acquisition tax on the land-building initially
acquired when moving into the industrial complex is cut by 50%, and property tax,
for 5 years after moving in, is remitted by 35% (75% outside the metropolitan area).
In particular, tenant companies of agricultural and industrial complexes receive a 50%
concession on corporate -income tax for 3 years.

There are greater incentives for special economic zones compared to the assistance
provided to domestic industrial complexes. For free economic zones, foreign investment
zones, and free trade zones, corporate and income taxes are reduced for 2 to 5 vyears,
along with cuts in the acquisition, property taxes and the like, and as for tariffs the
tax relief for free economic zones and foreign investment zones is 100% for 5 years,
and free trade zones are given an exemption. In addition to tax reliefs there are also
assistance with the lease of government-owned land and rent reduction.
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Table 4. Comparison of Support for Tenant Companies by Special Economic Zones

Foreign Investment Zones

Category Free Economic Zones — Free Trade Zones
Complex-Type ‘ Individual-Type
-Foreign investment -Promotion of foreign investment inducement -Promotion of
promotion, balanced foreign investment
Purpose growth promotion inducement, trade
promotion, regional
development
-Foreign-invested -Foreign-invested -Foreign—invested -Foreign—invested
Support | companies companies companies companies
Target | -Companies returning
domestically
-Abolished on Jan. 1, ‘Manufacturing: Manufacturing- -Corporations moved in
19 10 million dollars t computer by '21
-Logistics - ports: programming-data = 100% over 3 years,
5 million dollars t processing: 50% over 2 years
= 100% over 3 years, 30 million dollars t
50% over 2 years -Tourism-MICE:
20 million dollars t
‘Logistincs*SOC:
Cor- 10 million dollars t
porate ‘R&D: 2 million
Tax dollars t & 10
Income researchers t
Tax -Joint enterprise:
30 million dollars t
* |dentical to
designation
requirements
Tax = 100% over
Re- 5 years,
lief 50% over
2 years
-Reduction possible -Reduction—eligible businesses and amount/ -Reduction—eligible
up to 15 years in reduction period/reduction ratio are identical to | businesses and
accordance with reduction criteria of corporate tax-income tax amount/reduction
decisions under by (Restriction of Special Taxation Act) period/reduction
laws * However, in accordance with decisions under ratio are identical to
(acquisition tax, by laws, reduction is possible up to 15 years reduction criteria of
property tax, etc.) (acquisition tax, property tax, etc.) corporate tax-income
Local tax (Restriction of
Tax Special Taxation Act)
* However, in
accordance with
decisions under by
laws, reduction is
possible up to 15
years (acquisition tax,
property tax, etc.)
-100% for 5 years -100% for 5 years ‘Exempt
Tariff * Individual-type: individual consumption tax,
VAT also reduced
-Lease of government- | -Blanket purchase by the government-local self- | -Blanket purchase by
owned land and rent governing entities (Non-metropolitan: 75:25, the government-local
\eeziler reduction (~50 years, metropolitan 40:6_0) self-governing
Support 50~100%) -Rent reduction (Site value 1%, 75~100%) entities

‘Low-price lease of
state land (Around 1%
of site value)

Source: Reorganized from Korea Industrial Complex Corporation (2020, 546~549).
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2. Current Status and Achievements of
Industrial Complexes

As of the end of 2019 there currently are 1,220 designated industrial parks in total
nationwide, and the total designated area amounts to 1,427.4km? which accounts for
1.4% of the whole national territory (100,339%km?). By industrial complex type, there
are 47 national industrial complexes, 673 general industrial complexes, 28 urban high—
tech complexes, and 472 agricultural and industrial complexes, with general industrial
complexes being the largest in number. However, in terms of designated area, national
industrial complexes are of 806.4km? taking up 56.5% of the total industrial complex
area, followed by general industrial complexes of 536.1km?, urban high—tech complexes
of 7.8km?, and agricultural and industrial complexes of 76.9km’.

With the sales rate of establishment-completed industrial sites reaching 94.8%, most
have been distributed, and by type the sales rate is highest for national industrial
complexes with 97.4%, agricultural and industrial complexes at 95.3%, and general
industrial complexes 92.3%. The sales rate for urban high—tech industrial complexes, for
which supply has recently upsurged mainly within urban areas, remains at a relatively low
level of 68.1% as they are currently being created.

Table 5. Current Status of Industrial Complex Designation and Development (Dec. 2019)
(Unit: complex, 1,000m?, %)

Complex Number of | Designa- Industrial Facilities Zone
Type Complexes | ted Area | 151, Area | For sale Sold Unsold |Sales Rate
National 47 806,453 | 284,736 | 246,342 | 239,979 6,363 97.4
General 673 536,132 325,870 | 251,772 232,330 19,442 92.3
Urban
High-Tech 28 7,834 3,936 1,849 1,259 590 68.1
Agricultural and | -, 76931 | 58217 @ 55340 @ 52714 | 2,626 = 953
Industrial
Total 1,220 1,427,350 | 672,759 | 555,303 | 526,282 29,021 94.8

Note: The total area of industrial facilities zone refers to the total area including the undeveloped, and the area
for sale is the area created within the industrial facilities zone (excluding the undeveloped), and the sales
rate is the proportion of the area sold out of the area for sale

Source: Korea Industrial Complex Corporation 2020b.
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There are over a total of 100 thousand enterprises that are tenants in industrial parks,
and the number employed therein exceeds 2.2 million. In 2019 the industrial complex
output amounts to 991 trillion won, and exports 354.8 billion dollars. By the type of
complex, the proportion taken up by national industrial complexes in which multiple
large corporations are occupied is the highest, occupying 53% of total industrial complex
output, 49% of exports and 49% of employment.””’

Table 6. Current Status of Industrial Complex Tenant Companies, Output, Exports
and Employment (Dec. 2019)
(Unit: company, billion won, million dollars, 1,000 people)

Complex Type |Tenant Companies Output Exports Number Employed
National 53,730 527,196 173,352 1,088
General 40,828 405,809 168,972 967

Urban High-Tech 895 1,823 480 14

Agricultural and 7,486 56,642 11,986 153

Industrial
Total 102,939 991,470 354,790 2,222

Note: Output, exports are based on yearly aggregate totals
Source: Korea Industrial Complex Corporation 2020b.

In line with the persisting slow growth trend, there are various changes in location
demand. The national average factory site area per each registered factories decreased
by 20% over a span of 10 years from 5,647m?* of 2002 to 4,542m? in 2012 (Hye Young
Cho 2014, 82), and the factory size continues to fall - currently at 4,334m? as of the
end of June, 2019 (Korea Industrial Complex Corporation 2019, 74). The unit scale
of industrial complexes is also decreasing gradually. The average designated area of
industrial complexes designated anddeveloped in the 1970s when industrial base
developments were animated was large, amounting to 12.6km?, but it has since kept
declining with the average designated area for industrial complexes developed in 2010s
standing at a mere 0.492km?. Moreover, following the growth of the knowledge—-based
industries, urban location demand is increasing, and also with regards to the location of
factory sites, the demand for lease is rising chiefly in and around the metropolitan area
and large cities unlike ever before (Hye Young Cho 2014, 82).

17 As of the end of 2013 the current gradual decrease in the proportion taken up by the national industrial
complex among total industrial complexes from 65%, 63%, 57% of output, exports, employment is in line with
major business breakaways and the designation of industrial complexes around general industrial complexes
rather than national ones.
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Table 7. Average Industrial Complex Area by Designation Period

Number of Complexes Designated Area Average Industrial
(Complex) (1,000m?) Complex Area(1,000m?)

The 1960s 10 27,793 2,779
The 1970s 36 453,852 12,607
The 1980s 187 256,439 1,371
The 1990s 236 158,284 671
The 2000s 316 315,610 999
The 2010s 435 214,137 492
Total 1,220 1,426,115 1,169

Source: Analyzed based on the database of the present status statistics of national industrial complexes by Korea
Industrial Complex Corporation.

In the latter half of the 2000s industrial complex increase accelerated, which
prompted the enactment of the Act on Special Cases Concerning the Simplification of
Authorization and Permission Procedures for Industrial Complexes in 2008 in an attempt
to simplify development procedures.

Looking at the current status of industrial complex designations by cities and provinces
it can be observed that they are concentrated in areas such as Gyeonggi—do,
Chungcheong and the Southeast region, etc., where manufacturing developed from
the past. Analyzing the number of designated parks by local self-governing entities,
more than half of the entire industrial complexes in the nation is concentrated in 4 cities,
with 207 designated in Gyeongnam, 183 in Gyeonggi, 157 in Chungnam, and 148 in
Gyeongbuk. In terms of area, Gyeonggi has the largest designated area of 243km?,
followed by Jeonnam — where large—scale national industrial complexes including Yeosu,
Daebul, Gwangyang are located - 238km?, and Gyeongbuk 143km? Gyeongnam
137km?, Jeonbuk 132km?, and Chungnam 113km?, all occupying more than 100km?.
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Figure 5. Current Status of Industrial Complex Designations by Cities and Provincies
(Dec. 2019)
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Source: Korea Industrial Complex Corporation 2020b.

The creation of industrial complexes which began from the 1960s greatly contributed
to the advancement of the industrial structure. The proportion of the heavy chemical
industry was no more than 20.1% in 1955, but it increased to 52.9% in 1981, and while
textile, clothing, plywood, shoes, wig and the like developed as key export industries in
the early stages of industrialization, basis materials industries including steel-nonferrous
metals-petrochemical and technology—intensive industries including shipbuilding-
electronics -automobile-machinery achieved expansion and growth. After the 1990s, the
institutional realignment with the aim of adapting to the changing industrial environment
continously supported industrial development and economic growth, and since the
2000s through deregulation efforts and resolving business difficulties, corporation
location issues were settled enhancing industrial competitiveness.

18 National Income of Korea, Bank of Korea (Bank of Korea 1982). Re-cited in Ministry of Knowledge Economy,
Korea Industrial Complex Corporation (2012, 72).
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Furthermore, the growth in the regional economy and local industries has been
promoted by supplying industrial location apt for each stage of economic development.
To establish the foundation for industrialization, unbalanced growth strategies were
promoted with the focus on the Southeast region in the 1960~70s but, as balanaced
national growth strategy became highlighted in the 1980s, industrial complexes were
created in slow-industrialization regions, subsequently contributing to regional balanced
development. Manufacturing gravity gaps between regions are being alleviated, and the
proportion of local economies taken up by industrial complexes is increasing over time.
Analyzing the proportion of industrial complexes in manufacuring by cities and provinces,
industrial complexes account for more than 80% of regional manufacturing output and
over 70% of employment in Ulsan, Jeonbuk, and Jeonnam, playing a substantial role
(Korea Industrial Complex Corporation 2014, 164). As of 2013, areas of the highest
proportions of factory site area covered by planned location were Ulsan, Jeonnam,
Gwangju and Jeonbuk demonstrating the substantial impact of industrial park creation
on regional economies. It appears that the more industrial complexes established in the
area, the more evident the growth trends of the local economy are. For Ulsan (Ulsan
Mipo, Onsan), Jeonnam (Gwangyang, Yeosu, Daebul), Gyeongbuk (Gumi), Gyeongnam
(Changwon), where large national industrial complexes are located, manufacturing is
especially highlighted in the local industrial structure, and GRDP per capita is also high
compared to that of other cities and provinces. This implies that industrial complexes
drive local manufacturing growth and consequently contribute to the improvement of the
income level for local residents (Korea Industrial Complex Corporation 2014, 165).

Examining the changes in the area of factory site by location type, the planned location
to footloose location ratio was 34.3:65.7 in 1978, but the ratio of planned location
gradually increased to 52.2:47.8 in 2020 today, demonstrating that the proportion
constituted by planned location, or namely industrial complexes, in total factory site
supply exceeds footloose location supply. This shows that the creation of industrial
complexes and their supply policies laid the foundation for efficient land use and against
reckless developments.
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Table 8. Trend in Factory Site Area by Location Type
(Unit: km?, %)

Location 1978 1983 1988 1995 2006 2013 2020

Factory 204.7 240.0 3171 448.0 568.1 731.4 854.6
Location (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0)

Planned 70.3 103.6 154.4 2105 266.2 364.2 446.5
Location (34.3) (43.2) (47.8) (47.0) (46.9) (49.8) (52.2)

Footloose 134.4 136.4 165.6 237.5 301.8 367.2 408.1
Location (65.7) (56.8) (52.2) (53.0) (53.1) (50.2) (47.8)

Source: Young Hwan Jin, Hye Young Cho 1991. op. cit.. Re—organized using Statistics Korea for the 1995 data,
and FactoryOn Factory Establishment Online Support System for the 2006, 2013, and 2020 data.

Thus far, industrial complexes have undertaken a central role concerning national
economic growth in national output, exports and more, but recently they are losing
competitiveness due to reasons including weakening manufacturing competitiveness
upon growth stagnation of core industries and industrial complex deterioration. In
spite of the 4" industrial revolution and rapid industrial condition changes, a number
of enterprises within industrial parks form large corporation—centered value chain
structures, and the operating ratio in industrial complexes is falling as large businesses
and major industries increasingly emigrate due to the contraction of the manufacturing
sector.

The overseas production rate of key industries is over 80% for communications
devices and home appliances, and above 30% for automobile, textile, semiconductor,
etc. Industrial complexes and local economies are in grave situations, with Hyundai
Heavy Industries’ Gunsan shipyard being the classic example, who underwent factory
shutdowns and a series of collapses of relevant businesses, which resulted in 5,000
jobcuts across the company’s 86 subcontractors, with 30% of them, who were
dependent on the GM factory, at the brink of bankruptsy due to financial difficulties.

Recently, smart industrial complex projects and radical remodeling plans have been
announced and are being promoted, under the awareness that a paradigm shift in
industrial complex policies is necessary for induestrial complexes to continue to play
key roles in local and national economies; it is time to develop new businesses and
policies which can improve company competitiveness by effectively strengthening the
competitiveness of industrial complexes.

PART IlI. INDUSTRIAL COMPLEX POLICY FRAMEWORK AND DEVELOPMENT STATUS



(&2l km?, %)

T =2 1978 1983 1988 1995 2006 2013 2020

zREX| 204.7 240.0 317.1 448.0 568.1 731.4 854.6
ccee (100.00 ~ (100.0)  (100.0)  (100.0)  (100.0) (100.0) (100.0)

HEQIX| 70.3 103.6 154.4 210.5 266.2 364.2 446.5
o= (34.3) (43.2) (47.8) (47.0) (46.9) (49.8) (52.2)
QUK 134.4 136.4 165.6 237.5 301.8 367.2 408.1
== (65.7) (56.8) (52.2) (63.0) (53.1) (50.2) (47.8)

Atz T2t £5F 1991, 19958 Xme SAIH, 2006, 2013, 2020H Xfz= FactoryOn SHAER2QIX[ZA|IA
S 01&5101 Ay,

IS0 MATK= U A, 5 SN =718M S8 SFAYE 5ol 24, 22 =0 =
SO S X0 ME MY ZYH ofsfet HAHAIS| =25t SO= Qlo Z=HS %l ATt
AR E H S2et Hgetd Hallle =-totl, B2 YT U 7I”S0] U771 SH2 7
AtE TS ot UM, MIZY YIF=2 ol T/ Y 3 FHLRC| 02|00 2{THE|0f L1
X U 7+5E0] otefotl ALY

TELYO| oo ditHEs BEE SHV1V|, 7HIMEE 80% Old= AtX[otl, MSAf, &R, B=A
Sk 30%01S RA[elCt. HUTET AT ST HAH, 2 LR SHAHEA0] 0|0 &

o

-

E3Y AEMA A2 HOE2HE FZHR| 867HAIS] s At oF 53 HO| MAERUT, MBS
Off ol = HHYUA °F 30%/ AgHOR ELMHRIVIE SHe & MYHTA X AHBHPTE M2zet o
20|Ct.

HZS K| Hol | AloliAl= META| 20| T Y Heto]

Aloial | S |

£ AQITHR| AfR{T}AMRITIR| A 210] LHEE|0] 7151 =]
S pS|
o

O|Ct.



INDUSTRIAL
COMPLEX

POLICY



PART IV

IMPLICATIONS FOR
INTERNATIONAL
DEVELOPMENT
COOPERATION
=A==
AAFS



85

Many countries attempting foreign investment inducement as well as industrial structure
improvement and economic vitalization through the creation of industrial complexes
seek to share the Korean experience. Nearby, the Southeast Asian countries including
Vietnam, Myanmar, Cambodia and CIS nations such as Uzbekistan, Kazakhstan,
the Azerbaijani Republic, etc., which have gained independence from Russia since
the 1990s, as well as Central and South America countries such as Brazil, Peru,
Honduras, Guatemala, etc., took much interest in the industrial complex development
of Korea. Also in Africa, where the Chinese capital has been involved from early on and
considerably developed industrial parks, countries such as Algeria, Nigeria, Ethiopia,
Kenya desired to gain implications from the Korean case.

Korea is an exemplary case, with its experience in establishing domestic policy bases
and reorganizing incentive systems based on the analytical results of solutions that were
designed for each country through the KSP project as part of the Ministry of Economy
and Finance’s ODA project, or through the policy consulting business of KOICA. There
was great interest in the development experience and policies, and governance but there
was also a strong willingness to invite Korean corporations, especially large ones, into
their own countries. Recently, the development projects are underway to form business
complexes for Korean companies in Myanmar and Vietnam, and Korea's participation in
them in the form of EDCF support, through which the country assists with infrastructure
expenses, is an example of direct on-site experience sharing regarding the industrial
complex development.
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1. Strong Policy Will of the Government and
Efficient Governance Establishment

In light of the 55-year history of the Korean industrial complex development, which
began from the 1960s, industrial complexes has played a highly significant role in
the Korean industrial and economic growths. Various factors including the central
government-driven promotion of mid- and long—-term economic development plans,
efficient bureaucracy, entrepreneurship, and international economic environment
are referred to as the reason for such unprecedented growth (Ministry of Knowledge
Economy, Korea Industrial Complex Corporation 2011, 76). Behind the success of
the industrial complex strategy was the strong policy will of and full assistance by the
government.

Not only does industrial complex development require massive amounts of resources,
but also a comprehensive strategy that interconnects with national industrial strategy,
land development strategy, manpower training strategy, technology and R&D plans and
more. Accordingly, reflecting on the Korean experience, increases in the effectiveness
of industrial park development strategies require, as prerequisites, the establishment of
an implementation system allowing cooperation and communication between related
ministries, and specifying relevant laws and the organization in charge of promotion
(Ministry of Knowledge Economy, Korea Industrial Complex Corporation 2011, 76).

The Korean industrial complex development strategy was successful, owing to
the strong determination of the national leader and the efficient functioning of the
administration system composed of economic officials. When creating specialized
industrial complexes in the 1970s, the government with the goal of promoting its
strategy in fostering the heavy chemical industry had a separate task force under the
Prime Minister and oversaw the remits of relevant administrative ministries, such as the
Ministry of Construction, Ministry of Commerce, Ministry of Finance, Ministry of Science
and Technology and the like. The Ministry of Construction newly organized a department
responsible for the development of heavy chemicals manufacturing complexes to play
a central role in industrial complex development, and enacted legislations to provide
institutional support.

PART IV. IMPLICATIONS FOR INTERNATIONAL DEVELOPMENT COOPERATION
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Furthermore, the government fully established and invested in the Industrial Base
Development Corporation, dedicated to the development, and even provided privileges
like various tax reductions and borrowings, etc. As such, the arrangements of an
efficient system for industrial complex developments encompassing the building up of
a promotion system, establishment of new relevant laws and responsible organizations
heavily contributed to the success of the Korean-version industrial complex models
(Ministry of Knowledge Economy, Korea Industrial Complex Corporation 2011, 86).

Recently, the government expressed its strong commitment to establishing smart
industrial complexes to adapt to the changing industrial environment in the era of the
4™ industrial revolution, and announced to provide region—driven assistance package,
distinguished from the previous support methods. As such, Korea, in which industrial
parks account for a considerable proportion of the national economy, still is devoted to
devising policies that target industrial complexes.

In addition to the strong commitment of the government, the establishment of efficient
governance for project propulsion was also greatly vital. Industrial complex developments
used to be led by the Land Corporation and Water Resources Corporation but local public
enterprises run by local self-governing entities came to be much involved in industrial
complex developments as the development of local industrial complexes invigorated.
The businesses of free economic zones and free trade zones developed for the purpose
of foreign investment attraction are also overseen by the authorities of free economic
zone and free trade zone offices, under the Ministry of Trade, Industry and Energy as
organizations which will be in charge of development, investment inducement, post—
management.

For industrial complexes, not only the construction stage important but also
comprehensive governance for post-management is critical. Specialized assistance
services shall be supplied to attract businesses into industrial complexes, and enable
businesses to agglomerate and grow. In Korea, large national industrial complexes
are under oversight of the Korea Industrial Complex Corporation supervised by the
Ministry of Trade, Industry and Energy, and general industrial complexes and agricultural
and industrial parks are managed by local self-governing entities. As such, industrial
complexes require phased, comprehensive strategies covering all stages from creation
to distribution, moving—in contracts, tenant company assistance, structure improvement
following deterioration, etc., which is the reason why the establishment of efficient
governance is crucial.

PART IV. IMPLICATIONS FOR INTERNATIONAL DEVELOPMENT COOPERATION
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2. Building of Models Fit for the State Situation
Including the Economic Development Stage
and Industrial Foundation

The Korean government was able to attain rapid economic growth by effectively using
the industrial complex strategy in consideration of economic development level, fiscal
capacity, industry promotion strategies and more. The industrial complex strategies of
the Korean government were not always successful, but the effective distribution and
concentration of resources based on strategic decisions for each stage, in which policy
transformation was necessary, could be a meaningful implication (Ministry of Knowledge
Economy, Korea Industrial Complex Corporation 2011, 78).

In the case of Korea, in the 1960s when industrial foundations were nonexistent,
manufacturing complexes were created to foster export—driven light industries, and
in the 1970s the unbalanced economic growth policy that intensively fosters targeted
industries was adopted as a means of laying the foundation for industrial growth
with limited finances, which was a highly effectual choice in building the basics of
industrialization. Since the 1980s, there were policies encouraging the construction
of regional industrial complexes for balanced development, and the building of small
knowledge industrial centers and creation of urban high—tech industrial complexes,
etc., from the 1990s, following the introduction of the knowledge—based economy,
were adequate decisions that enabled proper response to paradigm shifts of the era.
Since the 2000s, multilateral policy improvements and the introduction of new policies
were promoted to respond to the issues, such as intensifying global competition, slow
growth trends, weakening competitiveness and deterioration of industrial complexes,
subsequently contributing to the significant role industrial complexes play even in today’s
domestic economy.

PART IV. IMPLICATIONS FOR INTERNATIONAL DEVELOPMENT COOPERATION
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As such, the industrial complex policy changes are the result of constant and effective
actions taken to adapt to the Korean context, and therefore the Korean model is not
applicable to all developing countries which, at this point in time, would be in varying
levels of economic development or national industrial or economic situations, working
environments, etc. In some developing countries who are hoping to share Korea's
experience in industrial complex development, some hastily make policy decisions
to create technoparks to foster [T-BT industries, etc., while lacking in even the basic
manufacturing infrastructure. There have also been cases in which sites were supplied
without investment conditions equipped and complex development could not be
commenced for a prolonged time. Accordingly, rather than attempting to adopt the
success stories of developed countries, underdeveloped and developing countries
should analyze thoroughly their national situations and find suitable models.

In Korea, moving on from the initial large—scale industrial complex investments,
the development of customized small industrial complexes is being stimulated,
and considering the current trends such as urbanization advancement, industrial
modernization, integration and convergence, it appears that, going forward, industrial
complexes will be smaller in scale, three—dimensional, and integrated and convergent.

Thus, the formation of industrial complex strategies that suit the situations in each
country and policy decisions on which field to select and focus on placing emphasis
thereon are necessary. Generally, industrial complex creation objectives can be
categorized into two dimensions of industrialization and regional balanced development.
For instance, among multiple industrial complex types agricultural and industrial
complexes can be seen as a strategy in which regional balanced development can be
achieved through strengthening of the autonomy of rural areas. So, countries with low
manufacturing development levels as yet, and high dependence on the primary industry
shall utilize agricultural and industrial complex developments as seen fit. Agricultural and
industrial complexes have advantages in increasing farm household income by producing
processed goods using the natural resources of agricultural regions, and enabling the
enthusiastic use of idle labor. Also, the effect in preventing rapid dislocation of the labor
force in agricultural and fishing villages following urbanization may be obtainable (Ministry
of Knowledge Economy, Korea Industrial Complex Corporation 2011, 89).
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3. Establishment of Effective Support Policies
and Aggressive Investment Inducements

Being well-equipped with systematic tools for the development and support of industrial
complexes also contributed greatly to policy success. Legal and policy bases were
arranged in the 1960s, when industrial complex development started, and the system
has thus far been constantly changing to reflect environmental changes and support
businesses. Consolidation of previously separate legislations into two legal frameworks
of the ISDA and ICDFEA and the terminology change from manufacturing—centered
manufacturing complex to industrial complex, allowing the knowledge industry, and info-
communications industry to move into industrial complexes in the mid-1990s, can also
be seen as groundbreaking changes in industrial complex policies. Moreover, a special
act to simplify industrial complex development procedures was legislated in 2008 for
the timely supply of industrial sites, and the adoption of the complex rental system with
the purpose of lowering initial investment costs for businesses can also be considered
a significant change in industrial complex policies. As the remodeling necessity of
decrepit complexes was raised from the late 2000s, the finding of grounds for industrial
complex remodeling, structure improvement, and the enactment of a Special Act on
Competitiveness Enhancement of Decrepit Industrial Complexes in 2015 can also be
considered a paradigm shift in industrial complex policies.

Considering how the industrial complex development is a project involving significant
investment, detailed feasibility study is indispensable to minimize the possibility of
failure. Industrial complex feasibility comes down to the issue of how quickly investment
can be paid back, which directly relates to tenant company attraction, and distribution
performance. In Korea, there are quite a few complexes which have been neglected
for a substantial period of time, having failed to recover investments due to vacancies
upon creation. There would be multiple reasons for such vacancies including high land
prices, inconveniences in transport and logistics, and manpower shortage, but in the end
the reason is in the failure to supply industrial complexes in locations attractive enough
to induce corporations (Ministry of Knowledge Economy, Korea Industrial Complex
Corporation 2011, 88). Accordingly, there have recently been many clearing cases in
which industrial complex designations are canceled.

In some countries there are a number of incidents in which difficulties are experienced
in attracting tenant companies, contrary to expectations, due to having established
industrial complexes for investment inducement without sufficient prior validity analysis.

PART IV. IMPLICATIONS FOR INTERNATIONAL DEVELOPMENT COOPERATION
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Therefore, before commencing industrial complex development, whether there is
satisfactory feasibility shall be closely reviewed based on business demand, and projects
shall be strategically planned and implemented (Ministry of Knowledge Economy, Korea
Industrial Complex Corporation 2011, 89).

Particularly, the provision of varied incentives is necessary for effective tenant company
attraction and activization of industrial complexes. In Korea the support measures for
industrial complexes can be divided into incentives for the industrial complex developer
and for tenant companies. The assistance for the development project operator is to
encourage private industrial complex development through facility installation expenses
support, tax relief, low—interest loan support and more. Besides, the assistance for
tenant companies is to promote the industrial complex attraction of tenant companies
using various tax break assistance, financial support, etc. Even after moving into
industrial complexes there are multiple support measures in place including joint R&D
via the industry—academia-research, commercialization support, structure improvement
support for decrepit facilities, and efficiency improvement through manufacturing data
innovation. The recent increase in the budget targeting industrial complexes can be
considered an incentive for developing countries to refer to, concerning the operation of
industrial complexes in the future.

Although there may be slight differences, corporate tax concessions or the free or
inexpensive land use can be deemed assistance measures all developing countries,
who are seeking industrial complex revitalization through foreign investment attractions,
have adopted. Going beyond tax reliefs and land procurement for anchor company or
large company attractions, it is when enterprises can discuss in advance their desired
environment, and when groundbreaking incentives can be arranged that further effective
industrial complex revitalization would be realized.
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C KRIHS

Korea Research Institute for
Human Settlements

Korea Research Institute for Human Settlements

Korea Research Institute for Human Settlements (KRIHS) was established in 1978 in order to
contribute to the balanced development of national territory and improvement of the quality
of people's lives by conducting comprehensive policy-oriented research in the efficient use,
development, and conservation of territorial resources.

GDPC

Global Development Partnership Center

Global Development Partnership Center

Global Development Partnership Center (GDPC) provides education, consulting, and planning
support to developing countries based on KRIHS's experiences and know-hows in national
territorial development. To offer more effective support, the center works closely with
international agencies such as the World Bank and the Asian Development Bank. It is expanding
the partnership in academic and policy exchanges to prestigious international research institutes
and universities. Through its global network, the center continues to enhance its capacity for
international collaboration.

The website (http://www.gdpe.kr) provides detailed information and the latest news of GDPC.
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