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Ffek 3 HERTRSRE

<(EE | - F&FHHI0] 9l oD

1988 1990 2000 2010 2020 2030 2040 2050
K 100.0 110.5 182.9 291.5 443.0 645.8 910.6 |1,267.7
4 100.0 111.7 183.3 278.2 404.3 565.1 775.8 11,071.1
w 100.0 106.6 149.3 211.9 315.0 478 .4 722.3 |1,072.1
A 100.0 101.6 100.3 93.1 86.8 81.1 77.6 76.5
Q/N 100.0 110.0 158.3 226.7 320.0 453.3 633.3 966.7
S/Q 0.27 0.27 0.27 0.27 0.27 0.27 0.27 0.27
N 100.0 102.0 110.6 114.8 115.4 112.9 106.1 96.2
EE 100.0 104.8 122.7 131.3 128.3 118.1 107.4 99.9

(B 2 WREBEDH Fo

1988 1990 2000 2010 2020 2030 2040 2050
K 100.0 110.7 191.2 331.8 510.3 680.3 830.4 984.7
Q 100.0 111.8 186.8 292.9 427.7 576.9 747.9 968.9
w 100.0 106.6 152.2 223.3 333.3 488.6 696.6 970.1
1 100.0 101.4 96.3 82.3 75.5 77.0 85.0 97.6
Q/N 100.0 110.0 163.3 233.3 343.3 456.7 623.3 866.7
S/Q 0.273 0.273 0.301 0.313 0.281 0.241 0.212 0.186
FUND/K 0.002 0.005 0.074 0.219 0.305 0.297 0.201 0.011
FUND/BEN 1,693.9 45.3 15.5 25.8 13.5 8.3 4.6 0.2

(HH 3 ASRBEDH T

1988 1990 2000 2010 2020 2030 2040 2050
K 100.0 110.7 191.2 330.9 494.8 604.2 597.7 -
Q 100.0 111.8 186.6 292.6 422.5 550.4 656.4 -
w 100.0 106.6 152.2 223.1 329.4 466.0 611.4 -
1 100.0 101.4 96.3 82.5 77.9 86.5 114.9 -
Q/N 100.0 110.0 163.3 233.3 325.0 433.3 533.3 -
S/Q 0.273 0.273 0.301 0.310 0.260 0.188 0.095 -
FUND/K 0.002 0.005 0.074 0.217 0.278 0.177 0.000 -
FUND/BEN 1,693.9 45.3 15.5 23.0 9.8 3.4 0.0 -
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(B 4 RXIFERD

1988 1990 2000 2010 2020 2030 2040 2050
K 100.0 | 110.5 | 182.1 | 297.9 | 452.4 | 610.7 | 779.6 |1,030.0
Q 100.0 | 111.7 | 183.0 | 280.6 | 407.7 | 552.7 | 729.4 | 986.4
w 100.0 | 106.6 | 149.0 | 213.8 | 317.7 | 467.7 | 679.1 | 987.1
A 100.0 | 101.6 | 100.7 91.2 85.1 85.7 90.3 93.6
Q/N 100.0 | 110.0 | 156.7 | 223.3 | 320.0 | 443.3 | 600.0 | 900.0
S/Q 0.270 | 0.270 | 0.268 | 0.284 | 0.261 | 0.233 | 0.223 | 0.232
FUND/K 0.002 | 0.005 | "0.078 | 0.253 | 0.387 | 0.450 | 0.470 | 0.488
FUND/BEN 1693.9 45.3 15.7 27.9 15.9 11.9 10.5 11.2

(B® 51 R2 RBESE

1988 1990 2000 2010 2020 2030 2040 2050
K 100.0 | 109.8 | 179.3 | 290.2 | 413.3 | 505.6 | 560.7 | 595.6
Q 100.0 | 110.0 | 171.3 | 249.4 | 334.1 | 411.1 | 483.9 | 566.2
w 100.0 | 105.1 | 139.6 | 189.9 | 260.4 | 348.0 | 450.5 | 566.9
A 100.0 | 100.6 93.1 78.3 70.4 71.2 78.9 92.4
Q/N 100.0 | 110.0 | 155.2 | 200.0 | 265.5 | 331.0 | 406.9 | 517.2
S/Q 0.273 | 0.273 | 0.301 | 0.310 | 0.275 | 0.231 | 0.198 | 0.165
FUND/K 0.002 | 0.005 | 0.072 | 0.210 | 0.291 | 0.277 | 0.165 | 0.000
FUND/BEN 1,693.9 45.4 15.5 26.0 13.4 8.0 3.9 0.0

(BB 6 F4% 5 b

1988 1990 2000 2010 2020 2030 2040 2050
K 100.0 | 110.7 | 191.2 | 331.6 | 499.2 | 627.7 | 674.4 | 434.6
Q 100.0 | 111.8 | 186.6 | 292.8 | 424.0 | 558.8 | 688.6 | 700.5
w 100.0 | 106.6 | 152.2 | 233.1 | 330.3 | 473.1 | 641.3 | 701.5
A 100.0 | 101.4 96.3 82.3 7.2 83.4 | 103.2 | 192.5
Q/N 100.0 | 110.0 | 160.0 | 240.0 | 333.3 | 433.3 | 566.7 | 633.3
S/Q 0.273 | 0.273 | 0.301 | 0.311 | 0.265 | 0.207 | 0.138 -
FUND/K 0.002 | 0.005 | 0.074 | 0.219 | 0.286 | 0.217 | 0.000 | 0.000
FUND/BEN 1,693.9 | 45.3 15.5 24.4 10.6 4.8 0.0 0.0
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(H% 7: Fe2REH LARE FL£E8E5 D

1988 1990 2000 2010 2020 2030 2040 2050
K 100.0 110.8 192.1 334.1 522.5 723.4 927.6 |1,174.7
Q 100.0 111.8 187.3 294.6 | 435.1 596.9 788.9 11,047.8
w 100.0 106.7 151.4 222.0 | 329.1 486.7 707.9 |1,015.8
) 100.0 101.3 96.2 82.1 74.7 73.6 77.4 83.7
Q/N 100.0 110.0 160.0 243.3 | 350.0 466.7 633.3 11,000.0
S/Q 0.273 0.273 0.301 0.313 | 0.292 0.262 0.238 0.230
FUND/K 0.002 0.005 0.074 0.218 0.313 | 0.336 0.301 0.228
FUND/BEN 1,693.9 45.3 15.5 26.3 16.4 11.3 8.1 6.0
EE 100.0 104.9 123.7 132.6 132.2 122.6 111.4 103.1

<E% 8 ERECE

1988 1990 2000 2010 2020 2030 2040 2050
K 100.0 110.7 191.3 332.1 510.7 677.7 817.4 943.7
Q 100.0 111.8 186.6 293.5 428.9 577.9 746.0 956.0
w 100.0 106.6 152.2 222.8 332.3 485.9 689.3 949.8
A 100.0 101.4 9.3 82.4 75.8 77.7 86.8 102.1
Q/N 100.0 110.0 160.0 240.0 333.3 433.3 | 600.0 833.3
S/Q 0.273 0.273 | 0.301 0.313 0.280 0.238 0.204 0.170
FUND/K 0.002 0.005 0.074 0.219 0.304 0.290 0.178 0.000
FUND/BEN 1,693.9 45.3 15.5 25.8 13.2 7.9 3.9 0.0
N 100.0 102.0 110.7 115.5 116.6 114.6 107.8 97.9
EE 100.0 104.8 122.7 131.7 129.1 119.0 108.2 100.8

<BE 9:EHESR

1988 1990 2000 2010 2020 2030 2040 2050
K 100.0 110.7 191.2 331.8 509.6 670.1 794.2 892.6
Q 100.0 111.8 186.6 292.9 | 425.5 559.9 704.0 871.3
w 100.0 106.6 152.2 223.3 332.8 485.2 689.8 954.4
P 100.0 101.4 9.3 82.3 75.0 75.1 82.8 96.4
Q/N 100.0 111.0 160.0 243.3 343.3 456.7 616.7 866.7
S/Q 0.273 0.273 0.301 0.313 0.280 0.239 0.204 0.168
FUND/K 0.002 0.005 0.074 0.219 0.305 0.295 0.190 0.000
FUND/BEN 1,693.9 45.3 15.5 25.8 13.5 8.2 4.2 0.0
N 100.0 102.0 110.6 113.2 112.5 108.4 99.3 89.0
EE 100.0 104.8 122.7 131.2 127.9 115.4 102.1 92.0
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1988 1990 2000 2010 2020 2030 2040 2050
K 100.0 110.7 191.2 331.8 510.9 690.5 860.7 }1,079.1
Q 100.0 111.8 186.6 292.9 429.8 593.9 791.9 |1,069.7
w 100.0 106.6 152.2 223.3 333.7 491.5 702.7 984.5
A 100.0 101.4 96.3 82.3 76.0 78.8 86.9 98.7
Q/N 100.0 111.0 160.0 240.0 320.0 450.0 616.7 866.7
S/Q 0.273 0.273 0.301 0.313 | - 0.281 0.244 0.219 0.202
FUND/K 0.002 0.005 0.074 0.219 0.305 0.298 0.211 0.149
FUND/BEN 1,693.9 45.3 15.5 25.8 13.5 8.4 5.3 1.3
N 100.0 102.0 110.7 116.4 118.3 117.8 113.1 105.3
EE 100.0 104.8 122.7 131.2 128.8 120.8 112.7 108.7
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Summary

A good example of industrial targeting policy in Korea is the “Heavy and Chemical
Industry (HCI)” policy, which began in the early 1970s and lasted for one decade. Under
the HCI policy the government intervened in resource allocation through preferential
tax, trade, and credit and interest rate policies for “key industries” which included iron
and steel, non-ferrous metals, shipbuilding, general machinery, chemicals, and electronics.

This paper investigates the effects of the HCI policy on the efficiency of capital
and the export competitiveness of manufacturing industries. For individual three-digit
KSIC (Korea Standard Industrial Classification) industries and for two industry groups,
one favored by HCI Policy and the other not, this paper: (1) computes capital intensities
and discusses the impact of the HCI policy on the changes in the intensities over time,
(2) estimates the capital efficiencies and examines them on the basis of optimal condi-
tion of resource allocation, and (3) compares the Korean and Taiwanese shares of total
imports by the OECD countries as a way of weighing the effects of the policy on the
industries” export competitiveness. Taiwan is a good reference, as it did not adopt the
kind of industrial targeting policy that Korea did, while the Taiwanese and Korean
economies share similar characteristics.

In the 1973-78 period, the capital intensity rose rapidly for the “HC Group,” the
group of industries favored by the policy, while it first declined and later showed an
anemic rise for the “Light Group,” the remaining manufacturing industries. Capital effi-
ciency was much lower in the HC Group than in the Light Group, at least until the late
1970s. This paper acribes these results to excess investments in the favored industries
and concludes that growth could have been faster in the absence of the HCI policy.

The Korean Light Group’s share in total imports by the OECD was larger than that
of its Taiwanese counterpart but has become much smaller since 1978. For the HC Group
Korea’s market share was smaller than Taiwan’s and has declined even more since the
mid-1970s. This weakening in the export competitiveness of Korea’s industries relative
to Taiwan's lasted until the mid-1980s. This paper concludes that the HCI policy had
either no positive effect on the competitiveness of the Korean manufacturing industries
or negative effects.

Simulation of Pension Finance and Its Economic Effects

Min Jae-sung
Kim Yong-ha

The role of pension plans in the macroeconomy has been a subject of much in-
terest for some years. It has come to be recognized that pension plans may alter basic
macroeconomic behavior patterns. The net effects on both savings and labor supply are
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thus matters for speculation. The aim of the present paper is to provide quantitative
results which may be helpful in attaching orders of magnitude to some of the possible
effects. We are not concerned with the providing empirical evidence relating to actual
behavior, but rather with deriving the macroeconomic implications for a alternative
possibilities.

The pension plan interacts with the economy and the population in a number of
ways. Demographic variables may thus affect both the economic burden of a national
pension plan and the ability of the economy to sustain the burden. The tax transfer pro-
cess associated with the pension plan may have implications for national patterns of sav-
ing and consumption. The existence of a pension plan may have implications also for
the size of the labor force, inasmuch as labor force participation rates may be affected.
Changes in technology and the associated changes in average productivity levels bear
directly on the size of the national income, and hence on the pension contribution base.

The vehicle for the analysis is a hypothetical but broadly realistic simulation model
of an economic- demographic system into which is inserted a national pension plan. All
income, expenditure, and related aggregates are in real terms. The economy is basically
neoclassical; full employment is assumed, output is generated by a Cobb-Douglas pro-
duction process, and factors receive their marginal products. The model was designed
for use in computer simulation experiments.

The simulation results suggest a number of general conclusions. These may be sum-
marized as follows;

— The introduction of a national pension plan (funded system) tends to increase

the rate of economic growth until cost exceeds revenue.

— A scheme with full wage indexing is more expensive than one in which pen-

sions are merely price indexed.

— The rate of technical progress is not a critical element in determining the economic

burden of the pension scheme. )

— Raising the rate of benefits affects its economic burden, and raising the age of

eligibility may decrease the burden substantially.

— The level of fertility is an element in determining the long-run burden. A sus-

tained low fertility rate increases the proportion of the aged in total population
and increases the burden of the pension plan. High fertility has inverse effects.

The Impact of Electricity Price Change on the Income Distribution

Song Dae-hee

The economic policy of decreasing the electricity price is widely understood to
have the effect of stabilizing the general price level and improving the income distribu-
tion. However, the impact of electricity price decrease on the income distribution is not
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