Inclusive Korea 2021

The Korean New Deal
and Global Leading Economy

Jahyun Koo

Department of Knowledge Economy, KDI
Director



Contents

A. World Economic Trends

B. Challenges facing Korean Economy in the Post Covid-19 Era

C. Korean New Deal

D. Future of the Korean Economy




Brel M4 4| o

2% 3501 5ek

Part-A World Economic Trends



Rebounding from a Major Contraction

> Resumption of economic activities in 2H 2020, Rolling out Vaccine

=15= — Industrial production
Manufacturing PMI: New orders
=20~ — Services PMI: New business
= __ Monthiy world trade volumes (seasonally adjusted,
35 - 2018 = 100, right scale)
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source: IMF(2021.4) World Economic Outlook
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Economic Challenges: Recovering Growth Potential

> Economic Scarring > Enhancing Productivity and growth(e.g DT)

Midium-Term Output Losses and
Channels of Impact
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Economic Challenges: Climate Change

> Ddcarbonization Policies : LT Economic Positivity, ST
Economic Burden for Fossil Dependent Countries

Output Losses of Climate Clean Innovation, Electricity
Change , Generation, and Policies |
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AF=&: IMF(2020.10) World Economic Outlook



Economic Challenges: Widening Inequality

> Covid-19 Widening Inequality
> Low Labor Force Participation Rate for young people and low-skilled workers.

Change in Income Inequality “ Labor Force Participation Rate
Since 1990 by Age & Skill
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Part-B Challenges tfacing Korean Economy
In the Post Covid-19 Era



A modest Economic Recovery this year

> Improve in Manufacturing Sector driven by Export

Production Indices by Industryl I Korea Economic Outlook |
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K. E Post Covid-19: Growth Potential

> Economic maturity > Reduced Investment Opportunities
> Covid-19 - Imbalances in Labor Market

Contributions by Factors for I

Growth Potential
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I Capital input  m total factor productivity I Laborinput Potential Growth Rate

source: The Bank Of Korea (2019.8)
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K. E Post Covid-19: Industry Transformation

> 1. T Centering on Digital and Green Industry
> Accelerating D/T, AR/VR/MX Tech > New Digital Industry

Top 10 companies with market
Capitalization

| ZEPETTO BLACKPINK Avatar |

14 2020

Zemsung Electronics 13835 SemsungElectmnics 2534 ' ‘ ‘ ‘
POSCC 42k 2K Hynix 634 |

Hyundei Motor Company Bz 2emeunyg Gickgics 495
K;T;:EE;?;&:%; a7 LG Chemicals 435
Hyundei Mabis 217 NAVER 45k
LG Chemicals 254 Celtrizn arl
Shinhen Lendcwner 251 Hyundei Motor Company a7
KE Finencial Grup 2z Sameung =00 BT
2ameung Life Insurmnoe 205 Kekag 114
Kia. Motors 201 | L3 Housshol end Hestth | 2389

note : trillion won
source: Korea Exchange source: NAVER Z
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K. E Post Covid-19: Net Zero

> International discussions on Reducing Carbon Emissions

Reduction goal Target Year

EU 557) 2030
United Kingdom 781 2035
United States 50-522) 2030
Canada 40-452 2030
Japan 463 2030
China 652 2030

Z:1) 1990 level,  2) 2005 level, 3) 2013 level

AF=: Financial Times(2021.4.19)
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K. E Post Covid-19: Inequality

> Low-income households market income declines
significantly.
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Part-C Korean New Deal



10 Tasks in Three Areas

> Three Pillar : Digital N.D, Green N.D & Social Safety Net

CHtal= cxi3t

Sa|Ltatel ZFIARIE xusmmew) tamlalzﬂus of(Dealj2lLICk.

. 3y
EiL.CI
ClxE w2

P2 ZHlo| S BYS siof, Brtel ATHYOILIXI Al HEHOZ Shatoh HePEE Stk AR B o1AH] 9k

CINE st AE LS ST - S aLc Of2H O] TFCH 232 A|CkS FH[BiLIch EIEIOHT S50 18- AR OFHE PHLICE

1ot|| :nmm

©00

ADE QR 2l AnE EIX[E ES =010k SOC Anpe 02l £18H2 of2y
. met AF (Digital Twih) CIXIEs) . MHEX| 2Ye|E|

T8

:1F
uo
H
/1
=
]
=
=
=
2
ol
-}
D
=
o
D
9_’
.
O
=
=

XI=: stk

_15_



Investing 160 trillion won by 2025.

Details In Korean New Deal

Category ‘ {tr‘ilﬁgfig‘if:j n) :;%bljlf}lrj‘tlz[r;?tlj}
Strgﬁrgﬁ*l{grﬁr‘laé I%dheémr é]crg%yﬂém 383 267
Digital New Deal Digital Tram{r%rg{wﬂ:i?ﬂeof Training 13 0.9
Fostering untact industries 2.5 13.4
Sodial overhead capital (soc) digital 15.8 19.3
e e g, Infrastrocirer " 301 387
Green MNew Deal Low carhunae’_ldf_%it;ig#ted energy 358 30.9
oseion By
St%5;8$eﬂéhe Employment and social safety net 24.0 15.9

note: Budget to be injected by 2025
source: Korean version of the New Deal Portal (http://www.knewdeal.go.kr/)
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10 Signature Projects

Ii creatic
Too 10 Job creation

Challenges major content [tr (10,000 units)
DataDam RIS o i mgdeacs O | s | 11 | 207 | s
I, | PV amomEed POFE | o5 | o7 | 23 | ea
o Healtheare | Digito] based healthcare o1 | oz | o1 | o2
Gresecnhgﬂrrlﬁar‘t CreaﬂngEﬁVEégr::r‘Eg!aﬁtducat'lon 53 15.3 4.2 0.2
Establishment of foundations
Digital Twin | for new indusiies shes | os | 18 | o5 | 124
etc.
Sgtajﬁgg?glgitg':gign Digitizing Core Infrastructure 6.2 14.8 7.3 1.6
industrial Complex S Thdustrisl compioxss” 2.1 4.0 17 | 143
Green remodeling Enhan?:qln uEb']'ﬁ:rgng;ﬁg;mance 3.1 5.4 7.8 3.3
Green Energy Exggggégp @;gugggegf;g'ar 45 11.3 16 | 124
S obility SupF::.Jgh?gleileacrzrciiceir;c—jfriehrj}glz?_gEn 5.6 20.3 5.2 3.5
conversion of old wehicles;

source: Korean New Deal Portal (http://www.knewdeal.go.kr/)
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Collaboration Between Ministries

Main content

2021.04.07 The 117 Korean version of the Mew Deal ministers’ meeting
2021.03.31 The 107 Korean version of the New Deal ministers’ meeting
2021.01.13 The 97 Korean version of the MNew Deal ministers’ meeting
2021.01.06 The 87 Korean version of the MNew Deal ministers’ meeting
2020.12.23 The 77 Korean version of the MNew Deal ministers meeting
2020.11.26 The 6™ Korean version of the MNew Deal ministers’ meeting
2020.11.19 The 5% Korean version of the MNew Deal ministers’ meeting
2020.09.28 The 47 Korean version of the MNew Deal ministers’ meeting
2020.09.17 The 3 Korean version of the MNew Deal ministers’ meeting
A plan to strengthen the role of public institutions to support
2020.08.20 thep Korean vera%:un of the Mew D:[:l]al °F
2020.08.20 The 2% Korean version of the MNew Deal ministers meeting
2020.07.23 The 1% Korean version of the MNew Deal ministers meeting
A plan to boost private investment such as the Korean
2020.07.23 ver'-:lf':c]n of the NewpDeal project
2020.05.07 The Korean version of the Mew Deal

source: KDI Economic Policy Time Series Service
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New Deal for Regional Balanced Growth

Korean New Deal — Revitalization of the local economy and
Regional balanced Growth

Regional New Deal
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source: Korean New Deal Portal (http://www.knewdeal.go.kr/)
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Part-D Future of the Korean Economy



K New Deal : K.E Leapfrogging on Digital Capacity

> Digital (data) is a Core Competitive Factor
> Industry needs to respond actively to DT

Top 10 U.S. Market Digital Competitiveness
Capitalization Companies \ International Comparison ,

market

Rank |  Coporation | capitalization Industries nited States 100

(31 blllllllilﬂ) Singapore GG  98.05
1 Apple 21040 | Communication device Denmart I 05,01
2 Microsoft 1,769.0 [CT Services
- Sweden NI 95.15
3 Amazon 1,591.0 Wholesale and retail
- ong Kong I 94
4 Google 14090 ICT Senvices onefone s
g Eﬁ;ﬂbﬂﬂk 7507 ICT Services Switzerland NGNS 93.69
6 Tesla 112.2 Car Netherlands G .57
7 | Budksire Hathaway 583.6 finance Korea  EEG— 0).)5
8 Visa 4838 finance Norvay I 5717
9 | JPMorgan Chase 4674 finance ,
. - Finland S 91.13
10 | Johnson & Johnson 4274 Pharmaceutical Bio
F:2021.2.24.4 7|1&
At=: Bloomberg At&: IMD(2020), World Digital Competitiveness
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K New Deal : Net Zero a Key Trade Strategy

> Member of RE100 Climate Group assessed that RE100
conditions in Korea are insufficient

L . Number of RE100 member companies using |
_ Renewable Energy Utilization Ratio ocal strategies open to the public

United States 62% 100
United Kingdom 91% 92
China 19% 83
Germany 65% 81
Japan 14% 78
Spain 104% 69
France 63% 74
Mexico 29% 56
India 39% 74
Canada 46% 57
Switzerland 101% 57
Korea 14% 51

source: RE100 Climate Group(2020.12)
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K New Deal : Social Integration Mechanism to Strengthen Safety-Nets.’

> Strengthening the job and safety net for vulnerable groups:
Improving social integration

(

I International comparison of active labor market policies? ”

Denmark I 1.96
Sweden [ 1.25
Finland I 0.99
France I o0.87
Germany [N 0.65
OECD average I 0.52
Korea | 0.32
Japan [ 0.15

United States 1l 0.1

Z: 1) Percentage of public sector spending to GDP
XI&: OECD, “https://www.oecd.org/employment/activation.htm”
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K New Deal : Gathering Innovation Capabilities

> collaboration between governments, businesses,
universities, and research institutes

| Green Venture Applicants? l

. Number
Mumber of Stocks of
businesses
Renewable energy 31 10.7
KRX BEIG K-New Deal Index j 12 ﬁ
i3 items for each theme) Carbon Reduction 19 6.6
Advanced Water Resources 28 9.7
KRX Secondary Battery 10 Green IT - 31
_ green vehicle ship transport machine 28 9.7
KRX Bio 10 T
state-of-the-art green residential city 9 3.1
R Internet 10 New material 19 6.6
nterne .
Clean Production 6 2.1
_ Eco-friendly agricultural and fishery food and systems 14 48
KRX Games 10 : : :
Environmental protection and preservation 69 23.8
source: Korea Exchange note: 1) 290 companies applied, 41 companies selected

XI&: Ministry of SMEs and Startups (2020.8.19 and 9.29)
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K New Deal : Structuring Reform

> Reallocation of resources into highly productive industries.

O|Xt=2 2= 102k 7|H” HIS
ChH= 1™ E4+71H =0 FEH|
(HH) (Hi) (%) (%6)
10 410 60 ; 4 60
8 {8

20 - 20

1 0 0
15 16 17 18 19 194204 15 16 17 18 19 194204

Note: 1) Operating Profit/Interest Cost 2) Including Operating Loss
Source: KIS—Value, Bank of Korea
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K New Deal : Strengthen social inclusion

> Strengthening social inclusion, such as digital literacy
support for vulnerable groups

L =Xt AKSE & 9= 2ZHLE
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Note: 1) 2020 Elementary and Middle School Student Digital Literacy Survey Results
Source: Korea Education and Research Information Services Press release (2020.3.8)
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K New Deal : Revitalize the local economy

> The gap between innovation and Profitability from the
Seoul metropolitan area.
> K New Deal : 1 Regional Innovation Capacity & dynamism

" Employments in Manufacturing and ICT Industry ”
| By Region (2006~ 18)
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Thank you



