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Regional Development Outcomes: Industrial Production and Infrastructure

Manufacturing Value Added and Sectoral Composition
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Since the late 1990s, Korea has been intensively promoting its regional industrial policies. These 
regional industrial promotion policies are similar to the general regional policies, and also include 
both policies initiated by the central government and those created by the local governments. Recently, 
the participation of local self-governing bodies has increased. In particular, the targeting of a specific 
industry or industries has become the primary measure of a regional industrial promotion policy; in this 
respect, bottom-up promotion planning from local governments has become essential. 

Today, regional industrial policy is at a crossroads. As global competition intensifies, local 
manufacturing competitiveness declines, and the production base weakens. In addition, due to the 
development of the Fourth Industrial Revolution, local economies with weak regional innovation 
foundations face an uncertain future. The Fourth Industrial Revolution will have a significant impact 
on local economies and industrial spaces, increasing the importance of urban spaces while reducing 
their reliance on traditional locational factors. In particular, local industrial cities where device-type 
industries are concentrated, which depend on external economic effects of geographical concentration, 
could face great difficulties. Above all, it is crucial to build a flexible, connected, and co-existing 
innovation ecosystem among local economic actors, because it is the outstanding creative talent that is 
important in the Fourth Industrial Revolution.

Qualitative Interaction of Innovation, Regional Innovation System, Quality of Human Capital, 
and Local Culture
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In general, regional development brings about the transformation of each region’s industrial structure. 
Since 1995, the industrial structures of all provinces in Korea have experienced drastic transformations. 
Based on the contributions of local regions, the national industrial structure also experienced remarkable 
changes, with a rise in the service sector and a decrease in agriculture, forestry, and fishery sectors. In 
particular, the ratio of the manufacturing sector is higher than that of the average of OECD countries, 
and the extent of spatial concentration also has increased since 1995. 

Another factor that has played a role in Korea’s regional industrial growth is the increase in the 
number of power plants, which have, in turn, provided the energy needed for fostering further industrial 
activities. All 23 of the nation’s nuclear power plants concentrate spatially in three regions: Busan, 
Gyeongsangbuk-do, and Jeollanam-do. Thermoelectric power plants, on the other hand, show a 
comparatively even spatial distribution.

KHNP (2018) KHNP (2018)
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Regional Development Outcomes: Human Capital, Research and Development

Economically Active 
Population (Thousand Persons)

5,000

2,000

1,000

Above  
2.5 ‐

Below  

3.5
3.5
2.5

Unemployment Rate (%)

Educational Level 
Structure

College
High School
Middle School
Primary School

Above  
50 ‐
40 ‐
30 ‐

Below  

60
59
49
39
30

Age Structure 

812

1,488

7,058

379

602

1,729

1,645

898

152

1,216

792

940

779

988

5,335

1,801

1,282

Gangwon-do

Gyeongsangbuk-do

Gyeonggi-do

Jeju Special
 Self-Governing 
Province

Ulsan

Busan

Incheon

Chungcheongbuk-do

Sejong

Chungcheongnam-do

Daejeon

Jeollabuk-do

Gwangju

Jeollanam-do

Seoul

Gyeongsangnam-do

Daegu

Ulleungdo

Dokdo

Ieodo
Ocean Research

Station

Baeng-
nyeongdo

Structure of Economically Active Population

Manufacturing
Construction
Wholesale & Retail
Banking & Insurance
Professional Scientific &
Technological Services

Monthly Wage by Industry 
(Thousand Won)

3,000 

0
Comparable
Manufacturing Wage (%)

Above  
100 ‐
Below  

110
110
100

None

Gangwon-do

Gyeongsangbuk-do

Gyeonggi-do

Incheon

Chungcheongbuk-do

Sejong

Chungcheongnam-do

Daejeon

Seoul

Daegu

Jeollabuk-do

Gwangju

Jeollanam-do

Gyeongsangnam-do

Busan

Ulsan

Jeju Special 
Self-Governing 
ProvinceIeodo

Ocean Research
Station

Baeng-
nyeongdo

Ulleungdo

Dokdo

Wage Level by Industry

Occupational Structure

Total Employment 
(Thousand Persons)

5,000

1,000
500

Above  
15 ‐

Below  

20
20
15

Share of Managerial & 
Professional Jobs (%)

Managerial Workers

Office Workers

Service & Sales Workers

Skilled Workers

Operational Workers &

Manual Workers

Occupational Composition

808

1,461

6,716

392

602

1,712

1,558

882

171

1,160 800

941

774

973

5,193

1,744

1,265

Gangwon-do

Gyeongsangbuk-do

Gyeonggi-do

Jeju Special 
Self-Governing 
Province

Ulsan

Busan

Incheon

Chungcheongbuk-do

Sejong

Chungcheongnam-do Daejeon

Jeollabuk-do

Gwangju

Jeollanam-do

Seoul

Gyeongsangnam-do

Daegu

Ulleungdo

Dokdo

Ieodo
Ocean Research

Station

Baeng-
nyeongdo

Regional Wage Disparity by Industry
: Coefficient of Variation

Average Monthly Wage 
by Industry

Occupational Distribution

Statistics Korea (2018) Statistics Korea (2017)

Statistics Korea (2018)

Statistics Korea (2017)

Statistics Korea (2017)

Employment structures within in-
dividual provinces are experiencing 
remarkable transformations due to 
regional industrial growth. At the 
national level, professional workers, 
clerical workers, and manual workers 
have increased in number rapidly to 
collectively become a polarized growth 
group of occupations. On the contrary, 
technicians and related technical 
workers, as well as heavy machine 
operators, equipment workers, and 
assembly workers, have all decreased. 
People working in service and retail 
represent the largest share of employed 
workers, but this trend seems to be 
decreasing.
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With the transition to knowledge-based and creative economies, research and development (R&D) 
and regional innovation-related capability became critical factors in determining both the outcome 
of regional development and regional growth potentials for the future. Even though research and 
development investment as a percentage of GDP in Korea is now higher than the OECD average, the 
Korean government still maintains its focus on intensifying innovation capacity for regional industrial 
growth. This policy to continue research and development support is based on the argument that 
regional innovation-oriented policies can indeed support regional innovation, promote technological 
transfer effects, and improve continuous and self-sustaining regional growth.

The research and development investment that contributed to the remarkable economic success in 
Korea shows apparent spatial disparity across different provinces. This spatial disparity is considered 
a significant regional problem; however, it can be used to gauge the effects of disparity on regional 
economic growth, and it could have a decisive impact on the future potential for regional growth. 

Spatial inequality in research and development is also apparent in the distribution of research and 
development organizations across the provinces. The capital region consisting of Seoul, Incheon, and 
Gyeonggi-do alone accounts for 64.2% of total organizations devoted to innovation in the nation, which 
is to say it clearly is the key hub for research and development activities in Korea.
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