@EE ¥ Ff T R

KOREA INSTTTUTE FOR INDTSTRIAL RCONOMICS & TRADE



B O O e 1

ADSIFACT oo 17

O O 0000000 OO0 OD0000 i, 21
O 0000000000000 000 00 .., 30
L, 30

(D) OO0O0OOO e 31

(Q 00000 OO coiiiiiiiieeeiee e, 35

U000 00000 OO i, 49
(400000000000 0000 00, 56
e, 65
3., 76

O OO0 DO000 OO ittt 76

QU000 00000 000 i, 86

QG UO0 0000 0000 e 94
. 99

O OO0D00 O000 i, 99
QUO000 0000000 e 102

(R UO000D0 000000 0000 e, 107



0 00000000000 000000000 .. 113
L 115

() 0000000 0000 00 e 115

(2 e-0000000 000 00 e 122

() 0000000 000000000000 00 127
2, 130

() 00000 000 00000000 00 ..., 130

( 0000 O B2BI000 000 0000 ........ 137

(3) 000000 000000 000 . 147

3. 152

()00 D0000000 000 00 e 153

() KNX O 0000000 0 e000000 ..., 159

(3 00 0000000 OO e 164

0 000000000000 C00000 0000 ... 168
L e 168

2 e, 173

(D) DOOOD oo 173

(D) TOOD oo 177

B e 180



<0
<d
<O
<O
<O
<O
<
<O
<O
<O
<
<O
<O
<0
<O
<0
<O
<O
<0
<0
<O
<0
<O
<O
<
<d
<O
<O

0-1>
0-2>
0-3»
0-4>
0 -5
0-6>
o-7>
0-8>
0-9
0-10>
0-11>
0-12>
0-13>
-14>
0-15>
0-16>
0-17>
0-18>
0-19>
0 -20>
0-1>
0-2>
0-3>
0-4>
0-5
0 -6>
o-7>
-1

- 000 -
OO0 O30 D000 OO0 OO i, 31
00000 0000 OO0 OO e 33
000000 OO0 OO oo 37
0000 DDO0O0O0000 D000 OO0 i 38
00000000 000000 O0 e, 39
OO0 0 30 OO0 OO oot 46
00 000000 00000 OO i, 56
00000ob0 oobOboOo0O0O 000000000 00 ... 58
O- 0000000 D0000 00 i 61
000 00000 000 OO e, 64
O- 0000000 OO oo 100
000000 000 000 00 O0 i, 101
00 00000 000 0000 00 s 102
OO000 OOODOD ciiiiiiii i 103
U0 00000000 D000 OO0 i, 104
00000000 00 0 0000 s 105
00 000000 000 000D OO200L)...cveevciicicne, 106
0000 00000 OO0 D000 ciiiiiiiiiiececees 108
0000 00000 0000 00 00 i 109
O00000; 000 00 OO0 OO i, 110
o0 BB 000 OO0 OO0 1000000 00 .. 125
B2BO OO0 O0DO00 O0OO@O) i, 126
OOO00 OO e 138
O0000 00 000 00 OO0 e, 156
o0 ooooo OOoob ooo Ooooo oo oo . 157
000000000 0000 OO0 i 158
000 B2BOO0O 0000 O OO0 i 161

OO0000000 000 OO i 178



<00
<00
<00
<00
<00
<00
<00
<00
<00
<00
<00
<0d
<00
<00
<00
<00
<00
<00
<00
<00
<00
<00

0-1>
-1
0-2>
0-3>
0-4>
-5
0-6>
u-7>
0-8>
0-9>
0-1>
0-2>
0-3>
0 -4>
0 -5>
0-6>
0-7>
0-8>
0-9>
0-10>
0-11>
0-1>

— 0o oo -
00000000 00D0@O0 00000) v, 24
0000000 0000000 00 e, 49
OO0000 OO o 50
0000 00000 oGM OO0O0O0o0 oooo........... 54
O00 00 ATOOO O00D0 wiiiiiiiiiieeenee, 55
000000000 00 00 e 78
OO0 00 0000 OO0 0 e 82
OO0 000 OOO0 e 95
O000000 OO0 OO i 97
00000 00000 00 O0 i 111
O0000 OOD ciiiii i, 116
U000 0000 0000 0000 00 v 120
ANX OOODO OO00D0 e 133
INXO 000 0O O0O0 e 135
ANXO INXO OO0 e 136
o ooobod ed000 OO0 OO0 00 i 148
e-0000 00000 D0 000 0000 e, 149
U000 00000 OO0 oo 150
U0 000 e-0000 OOD0 i 153
oo e0dO0On0 0oOoooonD o0 e 154
0000, ERP, e-0000, 00 00 OO i 165

ogooooo oooon oooo000 00 .. 171



<0 0>

O 0Oodododbooououod

uo odo ooo oo oou- oboo oo od
0 oo gd ouoouo oo oo- oodoo, oo
uooog oot oo og oo ooouo oogo d
o0 od ooo godouou oo.odod oub oo
uou ogo oo oodgo oo, ogogodgo
uoo ogou o ouoububo oo goo oo d
U oou oo ooououb b oo oo ood
0000000 ogodou oo ooodo ooo
oo gou booooog oo ogoug oo oo oo
0 oo,0 00000 00 dbouoon odou oo o
uo.

O ood ooboduog obobooo oo bbb ooo
uoob oooo oo oo oo oo gooob god
uggoooo oo oooobo oooboo oo, oo o
oo oogoodub ooo oobooouobdob boo
oo doo oo b oboo oo oo ooooboo
O ooooog.




0 0doouobouoooodgoooood

ogoooono goooob Uooo, 00 bogooo
ood oooobo oo oobo ooooo 0 oo,
ool ooudoo oboobb oooou oooo oo o
0 0ooo0.000 ooooo ooo ooooo oooo
ool ooudoo oboobboo oou oboo oooo o
o0 00.0000 00000 OO0 0o oo boo.o
o0 oooobo Oooo oo oo 0 ouo oooo o
oooo o0 oo oouo ooo oo oo oooo o
00 ooooo oo o o0 oob Ooou ooob, oo
0 o000 00 oo 0U ouoouo oooo ooo o
oo.

oo odo ooooo obo 00 0obo oo oo
0 oooooo,oud gob oouob oo og,
o000 o0 ooob oo ooo oooo ooo, oo
0 0oooou oooo ooo.0oou0 oobo ooo o
000 0ood0 0oobo 000 oooou obod ooooo
0 ooo.

oooo oo oooooo oo boooooobo o
7090 0000 0000 o0 oooo,0o00 goo o
0 ooo oo oo.o0,00000 ooooooo oo
oood oot U0 o000 oo ooboo oo oooo.
oooo oooo ooouoouo oouob ooo,0 o
ood oo eGMd 000 00 0oooo oooo goo




oo dob. 0 0o doboodoooo, ogooa, oo,
PSA 000 0O0O OO0 ODOODO U000 OUDO.00 OO
0000 0O0O0O0O0 000 oOoOoboo oo boooo
0 0000 0000 o0,

00 00ODb0O0O 000 boOOO00 oboo ooo oo
00 0000 0000 00 000b0oOo0 oo@oo)o
0 0 00@O0O0)Y oo oo0oob booboo 0o oo
0 0000 0O0.0000 OO0 bDOOOoOoobD Oobo o
00 00 000 000 DO000b0O00 00 oooo
000 000 00 000 0000 00 oopoooooo
0000 0O0DDOD 000000000 ODOO00 ooo
gob obodo oo obo.oobuu o obobood
oo gobh oobiod ooobo gooboo oo ogdg
oo ogoboo oob Oob oodobo.oob oog
ooood ooo oooo oo oboood oogooo
000.000 O0Ob00OO 000D o000 booooo
00000 000 0OO000D OooO0oo oo,0000
0 0000 O0O0O0O o000 0oO.0o0obobooo oo
000 0000 OO0 bOO000bD o000 ooo o
00.000 OO0 OO0 0D O0bDOO obooo oo
00 000 0000 OO0 00O OO0 OO0 00O oo
00 0OO0.0000 ODOO 0000 00 000 000
000 U000 000 OO(global sourcing)d OOOO O
0.000 030 19000 0000 ooooob ooooo
0000 booOoobo.eGMO OO0 00000 oooo oo




000 O000O- 0000 OO0 ODOooooOo ooooa.
OO0 BMWO 000 50%0, 000 30%, OO0O0O0 O
70%0 000 0000 O0.

0000000000 000000 000 o000 ooo
0 D000 0000 0 O000.00000 ooooo
0 0000000 OO0 00000 0000 00 oooao
0 0000 000 0O O00.0 000 o000 000 O
00 00000 000 000 0000 boo oooo o
000 OO0 O OO0 OO0 oDOoOoo.00 eMo OO0
0 000 0000 00000 GMO OO0 OO0 000 O
0 000 OO0 OO0 OO 00000 ooooo oooa,
0000 0000000, 0000 DOOOOO0O0 oo o
0 00000000 oboOo oooo oo.o, 00, ZF
000, Lear, Johnson Controls, TRW O OO0 OOOOOO
000 000 DO00000 00000 0D oooo oo
0 0000 00 00000 000 OO0 ooo boOoo
0.00 D000 OO0 OD0000O0O0OD0 OO0 OO0 o
0000 00000 000000 00 D00 OoobooO oo
000 000a.

000 0000 000000 000 OO 00O ooao
00 0000,000 O00,000000000 0000
0000 00000 O0O0O0 OO 00000 Oooo0o o
0. 000 Kawasakil McMillan(1987) COOOO0OO0O
00 00000 ODO0O00O0O0O O0ooo0O Oooo ooo
0 000 000 000 0000 O0O0.00 ooooo o




doddo 0bb 00 oo oo oub oog go
Jddd oood,ouoono oo ob oo ooooo
00000000 000 00 000 000D oooo.

00,00000 0D0DOD0OD OO0 Ooooo ooo od
0odO0o 000 000 0000 000 00 0o ooo
000d.00,000 0000 00000 000 ooooo
00 0000 000000 000 000 oooo oo o
0000 O0O0. Helperd Hirshman(197@y OO0 OO, O
00 00000 000 OO0 000000 oooooo O
00 voicd] 000,00 O0OODO OO0O0O OODO OO0
0000 exith00OO0O OOO0O. Sako and Helper(1995)0
199319400 OO, 00,000 OO 10 0O00oOoOodo o
oo ooooo oooooo,booooo 0 oooo
gooo-ogoobob 000 dud odg gdd ggo
U0 0odd oud o 0 obo.odd oobo odgg g
0000- 00000 000 000000 00 OO0 OO0
0 000 ooooag.

000000 000 000 0000 ooOooo ooo
000 00000 OO0 0ODO0O0.00000 OO0 0O O
00 00 0D0O0O0O00,00 000 00 00O oooo.
000 000 00000 0000 OoDObobO ooooo
0@O000)Yoo 000000 ooooo, oo, 000
0 00 00 00 0000000 0 000 ooooo O
0000 0000 00000 00O0,00000 o000,
gooo,igddo oo oo oo gdgd. oob oo o




ooooooo 00D 1900 O 60% OOO0OO0O 1990
00 OO0 00 70%] 00O000O. 00 0oob Oooo o
0 0oood ooo oob booo0 oooooo ooo
00 oooo oo oo ooooob ooo.
ogood ogoooob ouob 0 oooo ooo
0 00 o0obooono oooo booooobo ooooo o
ooo. 00000 oooboooo ooo obooooo o
0 ooodb booouo oL, 000 oooo oo o
ogooood 0o 0obob oboobob oooo oo
oot Oooo. oobob obuobob ooboobo
gooobdobo 0 oobuo 0 boo oobo oo oo
0 00000 O 0O0.00 00 Helpe DOO0O0OO O
oUudo o0 00 0obob oo oo oob oo
00000 oobo.0oU0 oUb Ub UbUu booboo
0000 bUobo GM, 00000, 00 D 300 OO0
00000 00,00 DOo@Oooooooo boo)o oo
0 o000.00 0000000000 0000 0000
00 0ood 00 ooo oo oo ooobo oo oooo.
oooo oouoo ooooo oo ooo oooo
000 00 0b0 oooob ooouo oo boo ooo
oooo gob. oo oo oob ouob ooooo o
oooo ooootb ooob booou oo oo o
0 o0oo.00b oo bob oo oob oo ooo
0 000 00obo Uobuo buob Uoobu oo booo
000 0b0 00 00 U000 oobuo o ooo o




oo oodo 0oo. 00 00 oooboo bogogo
ooooooo ooo oo ooob oo, b0b o
0 ododo oo ouoo oo boboo oo od
oob0 oob oo oo gouod ououo ooog o
o0 0 o0 dgoub oo oo boo.

2000 OO0 O0OO0O0OO ObboOoboOo oo 7479dJ0
ooo 7% 000 U0 00 00 Ob00o oob boo,
000 OD0O00O0 0000 000 190 00 Ooog o
ooo.d0o0 00 ooooobo oo bubob booo
0 oo oubotou oo oo oo ooo o oo,
uoood goooo ooo oooodg ooob ood
o0 oood o0 o ooo,00 oboocobobo oooo o
gooub oobobo oo oooo.

oood og oobooo gouod cooogo o
oooo ouo oo oboboubo 0. 00 booogo
4000 00 0000 19990 10 000D oo ooo
00 1500 00000 2000 1700 O0O0OO, 10 OO
000 U00O0O00 O0O0O0O0O OO0 19997 65.9%10
20010 554% ] OO OOUOO.0000U0O0O OOUOO0OO O
oooo oo,uboubodb0 ooodo oo oo oogo
oo,0o0-uob00 00 ooo ouod ocodo ooo o
ooo.

000 19931 0000 ODOO0O0OOO 0Ooo ooo
000 000 0000 00 ObOU0obO Uoo 32%1 00
0 ood,0d 0ot oo ooo ooub oo oo




00 000 174%) U0 00O OO OO0OO.00 OOO
00 OO0 000 ObU0obOU0o Ub oo oboooo
O 00000 ooot0 ooooo oo oo oo o
oooo 0oog 0ooob ooooooo oooo oo o
ool oooo go.o00 boou ooo oo ooo
o0 o0ooob0 oou oo ooooouo oo ooo O
0 0000 000.kKboOoOO A/ OO0 00000
0 o00ouo oo 0 00 oub 00O 2001 OO
10 30000 ooOo 0Ob. o000 boooo bouo oo
gooob 00 OO0 5479 0O0OUO0 U0 OO0 ooo
0 oo.

00,000 OOU0Ob 00 24000 00O 25410
00 00 00 Uob0 Uob oboo, 100 oo oo
0000 345 00 00.000 190 00 210 O
00 000 000 000000 000 o0 oo oo
00,10 0000 D000 OO0 000 4% o0oo
o0 0ooooo0.00 oo oooboobo 00 0 oooo
0 0oo o0 gooootoo oo oo oo ooo
00 oo0.00 0o0b oo oooouob boooo
o000 oo o0 ooob Uouo oboobuo oo oo
00 oooooootoo oo oo ooo oooo.

ooood ooo booboobouoobo ooo booo
(CoO0)ooo O oo bob oo o obb, o0 O
oooouoobo Oob OO0 bUo oo Dboo obo
00 o0b oouo.0obo0oob oo boob oo




0 0000 OO0 U0obouob oo oooobo oo
000000, b00b Ub U0 Dbuobo ooo O
ooo, o0 ooooouno 0ooo oooo ooo o0
000 000 OO0 0OD0.19000 00 oooo oo O
0000000 000000 70%00 30%] 00000(@
00 0O0)ooO 0000 0O bobooooo boobooo
ooood. oo oo ooboo oooo oooo oo
Doooooon s5069] DOOO0OOO, 144%0 0000
oo, 0ou0 o0 bobuo oo oboobo oo
00 oouoog 27%0 000 oo oooo.

0 0oouboododbuobuouboooa

00000 OO0 U0 Uoboooboo oobo oo O
ooooo oo ooboooo oo ooobo 0o oo O
o0 00,00 00000 oobo o0 ooooooo
oooo 0oo0 0o o0 0o oo 0o 0obo ooo
oooo oo ououoo. oo ooo boooo oo
ooooo oooo 0o o0 ooooo oooooo o
o0 ooto o0 oo ooooobob booobooo oo
000 000 oo oooo ob.oooob oo oo
o0 oouob bobobuo oo oo ooouobo oo o
oUodo oouo ooood.

ooooudb 0o 0Ub obuob obuo oooo




10

Jodd ob ood oob.ooooouod ggog oo
oo ooobO ooo oobo ooododg ooooo oo
doooo ooo ooo go.o0oo ooo ooooo
000 O OO0 000000 0000 (build-to-ordefy OO
oo oo.ouoo obo 00 oodg ogdg goo
U o0oooo 0o boo ooddg o odg,00d goo
U0 o000 Oboboo odoooo oo ooo ooogd
U0 oddo ououd oo dddd ooodgd goo o
dod oog ooo ob gog.oboooo oooooo
000 000 0000 0000 000 O0O(speedya0O.
oo ooodo oud oo gooo o od goo
U0 oooood ooud. dddd gud oooo od
doooo oboooo o ooo boo oo ogogdga d
00 oooo,d0d od gooug oooodg ooooo
0 0000 OO0 ODO(ead tme) OO0 OO0 OOO.
gddd oob ooddo oo oo ooo ood
doooo 00 0 00 o0 oo oo o ob oo d
00 dddd oo 0o 000 g obob obo
U 00 o0 ooo Ooo 0o oo.o00 oobbb obo
O 000 0000 oddd oo oo ooooo o
U0 ouo ooooo oooo.o,0b0oob0 odod o
U 0 o0oodd ooooobo oo ooooooo oo
U ooob 0 oooob bbobo oouodddd ooo d
O0O.000 0OO0O0O0O0O 000 OooOogooO e-sCcm
(Supply Chain Management)( O 00000, 00 OO0OO




11

U 00 o0ooo bodg oog oooooo oo ooo
O.00000 000 00 e-SCMI OOOOOODOO OO
U0 0ogddd oo goodg oooo.odd goo
U0 ooooo oooo, oo ooo oo od goo
U0 oo oooo,odd guogdd ggg oood
oooooo oog gdd.

oooood ooo oodoo oodooboo od od
U 00 0iud 0O oo Oob oo.booooo ood
OO0 0O00O0 00000 000 oooo ooodgo 19g
2000 00000, 00 183010000 ooo ooo gd,
00912000 00000 00 ooo oooo od. o
U oooo oo obob oo oud oo oooo oo o
dooooooo ooooobo ob boboob oboobo gbo
00 ooood. oo ooodd oo 0o oo goo o
goooo.

U0 ooood o oooooo oooo oboooo o
U0 00 oooodod oooooodo oooob ooad
god. oo oooo oo ooo o ooooodg go
U 0oood,odd oooo ooooo. oo oo oo
dooooo ooob oooboob bbb boooo, o go
000 00 000 ANX(Automotive Network exXchange)O
O. 000 ANX OOO 000 IJNX, 000 ENXd 000
U 00 00 oooboooood oooodo ggddooo
U o000 oogg oo.oo0 oob b0 00 gdoooo
00 00 doo ANXO o000 ooo oooo oo




12

0000.000000 OO0 D00 00000 oOoOoo
0000 00 00 000 00 e-0000O0O0O0 DOOO.
0 0000 00 OD000ovisinty O O O0O0,000
000 00 000 0O 000000 oooo oo.

00000000 00000 000 00 00000 O
00000 OO0 D000 0000000 OO O e0OD
0000 00 00 00 O0O0O0 Ob0O0O0O 00O oooo
000000000 0000 ooooo oo.pPADDODO
000 DDDOOOO0O0OD0O D000 00D OO0 000
00 000000 58%] 000 0000 0000 oOoo
000 0000 OOO UOD OO UOD DOO DOD
00000 000D 00 000 00D 000 bO0ooO oo
ooo.

0000 000 00 OO0 000000 OO000o0o0oO
000 OD0ODO0OD 00 00000 000 Ooooo oo.
00 00 0000000 000D Do00oo oooo O
000 0000 00D 00D 00D 00 00 0oo o
0000000 0000 00 DOOoOoOooobO obbOoo
00000 KNX(Korea Network eXchange) DO0O0O OO
00 0000 000 bO0O0.00 000 oooo oo
00 e- 0000000 ODDDO OO OD ODO DOOO
0 000 D000 e-0000O0O0O0 ODOODDO ODOOD O
000 0O000. 00 DO0OO0O0O0OD ODOoOooo boo
ERPDJ SCM 00O O0O0OO0O0O O0DO0O0O O0OO OOOO O
0.000 0O00O0OD 000 00000 000 ooo O




13

U0 ooob oooobbo ooooo bobb oo Do
U o0ooooo ooouo ooo o ood.

Ova oDogoo oouoobo oodbo o odoo

oo ooooooo boooobo oo 0O boboo, o
ogoo ooo boob oo obobo oo. oo boo
o0 oodo 0o oo ooo 0 ouobob goooo
oo ogoo 0 ooob oo Doobo oo bo
uood.oodoo oo oouo oob oub ogo ooo
0 o0 0ogod0 oo oo oo oooog.og, oo
oooog goooo ogo obooo ooo ooogo
o0 o0f 0o Ug oou oo ooob oo oo
ooo o0.000 000 ooodoo oo oo oo
o0 ooubod oo ouo oooo oo,

o0 oob 00 gogodgogo gouooooo o
ooo oooo boobub U Uoo.ouo booogo
ooQ0 ooob oboub obouob bbb oo boo
o0 oot 000 ooob o0 couoo.bobo o
0 000 00 00 oo ogogouod ooy ogg o
oo0 000 ouo oodo obobo oo ooo oogo
uod.00 0o oodoo oo obooubouo ooooboo
ool oo 0 oog goooo, 000 ogg o
0 oodou ood oo 0 ouo 0o ooo.gooo




14

0 o000 oo ob ot o0 oo oo ooub oo
oooo oo0 ooooo oo,

ooo 000 oog cobob boubob ooooo
uoo ooob oo obuobo 0 00 oouo 0 oo
uooo oooo oo, o000 oo gouoo bobo o
uoo oo 0ooo oo 0 00 ob oo gogo
0 0oob0 ouo0 oo oob oo gouoboo O oo
0.00 0000 0doobo ooo ooooo ooooo.

oo o0 0ooouo 0 god- oboouo oo oood
0 gooo,uod ooboo ooo boooo ocogo
0 ooo oooo ooo ObUobo 0oL bUoo, oo
oooobo oouo oboobob bobob Uboo b o
o0 000 bobooo0obo ooououb oooo. oo
0 oooboodo ooooob ooogouoo oo o
0 ood00ooooooob oo gub obobo o
oo o oog.

oo Uob booooob boboob ooood
ooo 0 oodb 00 oo oo oo.ob0 ooogo
o0 ooooubo 0 oo oo oobouo oo booo
oo oodg oooo,0 ood oo 0o b oo ooo
oo ooo oo oo oouo,00 oub oo o
oot oob goobouo oo ocoob oo oo oo
0.00 0gooooo oo ooob ocgouooogo
gouo ouo oo 0 ooo 0o oo Dooog o
o0 oub 0oood 0 Uoo oo oo.oouo booo




15

ooob ooo 00 o0 oo ooob oo gooo
U0 oobd 0 000 000,00 0bd e-0ObOoon
oo ooo oo oot oo oooo,ooouo o
o0 ooooob Ood oooo. oo oo oo oo
o0 ood ood obooobooo 0 oo bobo oo
uoob 000 oodoo ouoo oo ooog ood
ooobog oooo ooo oo.







17

Abstract

Emerging China in the IT industry and Korea's Strategies

Kored s IT industry, which has led the economy of Korea
since the 1970s, will compete with that of China, as the
Chinese government carries out industrial policies to boost high
tech industry including the IT industry. Thus, it is necessary to
analyze this and obtain a profound understanding of China.
Among others, an assessment of China’s IT industry,
understanding of other countries’ reaction to the China's IT
industry, and the direction of cooperation between Korea and
China should be studied with greater concern.

The purpose of this study with the full cooperation of Korea
and China is to search for a mutually beneficial solution by
utilizing the comparative advantages of the two countries.
Furthermore, this study suggests several strategies to minimize
the adverse affect of the growth of China in the IT industry.
This study adopts the competitiveness analysis model from the
Competitiveness and Regulation in Korea's Telecommunication
Industry (1998). This study also utilized the Trade
Specialization Index(TSI), Revealed  Comparative
Advantage(RCA), Market Share, Market Share Expansion
Ratio(MSER), Export Similarity Index(ESI), and Export
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Similarity Deepening Ratio(ESDR). Moreover, the survey of 25
experts from research institutes, concerning organizations, and
related companies are provided.

The result from the comparative analysis of Korea and China
shows that each country has its own strength in different
aspects.

However, China became the world’ s largest producing
country in many home appliances including color TVs, VTRs,
DVDPs, and air conditioners. Furthermore, the Chinese
government aims to expand its world market share as well as
increase its domestic market share of chinese products.

As a result, it is highly probable that the competition
between Korea and China will be intensified. Thus, Korea's IT
industry will face severe competition not only with advanced
countries but also with China, where high value added products
are presently being produced.

Korean corporations should carefully establish their business
strategies with respect to China in terms of the deliberate
examination of their competitiveness.

This study suggests that although there exists a boomerang
effect caused by a technology spill over, China should be
considered not only as a base for production but also as a base
for a research center since Korean firms can utilize the R&D
externalities from advanced countries’ research institutes in
China. Furthermore, co-production of IT related goods and core
parts is likely to improve productivity. In addition, vertical
international specialization in the production process is highly
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recommended. Both countries are likely to be better off with
production cooperation in the sense that Korea and China can
enjoy lower costs and the spill over effect, respectively. This
international specialization, however, might result in the
hollowing out of the domestic economy of Korea.

Korea should maximize the positive effects, such as cost
efficiency and easy access to the Chinese market. Moreover,
Korea should take a close look at the negative effects and
minimize it. In conclusion, this study examines the cooperation
strategy between Korea and China in terms of R&D,
marketing, and production, respectively. Several strategies to
create better environment for cooperation between Korea and
China will be provided at the same time.
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