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		Abstract

		Korea faces a similar predicament to Japan in the early 1990s when its long-term slump in exports began in terms of the composition of export items and the catch-up of late comers.  

Korea's export product composition in recent times has been mainly composed of machinery and transport equipment, showing similar characteristics to Japan in the early 1990s.  

Moreover, Japan's falling export market share of its key products in the 1990s, driven by the catch-up of late comers, is being replayed in Korea since the 2000s.  

Empirical analysis shows that in items where China's export potential is high, Korea's market dominance has posted a relative decline, and the tendency is growing much larger, making it difficult to rule out the possibility that Korea's competitiveness in key export products will be hindered.   

China's export potential continues to expand in the markets for Korea's key export products, implying that China's catch-up will likely negatively impact Korea's exports in the future. Meanwhile, Korea's catch-up with Japan is gradually slowing.  

To respond to these challenges, it is important for Korea to continuously foster and enhance creative and core capabilities that late comers will not be able to easily emulate. Due to the catch-up of late comers, Japan's overall export market dominance has weakened, but its relative strength has been sustained in sectors that require sophisticated technology.  

Sectors where Japan's export market dominance has been maintained are those that require (relatively) highly-advanced technology - specialized machinery for particular industries (#72), metalworking machinery (#73), road vehicles (#78), photographic apparatus, equipment and supplies and optical goods; watches and clocks (#88), etc.  

Rather than merely emulating strategy and catching up, Korea now needs to take the lead in technological development and strengthen its own unique competitiveness, differentiated from that of late comers.  

Furthermore, based on the recognition that the rapidly changing environment has left Korea with no other alternative but to change its industrial structure, it should formulate an economic platform that could respond in a flexible and efficient manner.  

If the Korean economy fails to promptly shift its limited production resources such as labor and capital from industries that have a comparative disadvantage to those that have a comparative advantage, it could lead to a decline in the overall productivity and further polarization of the industry. 
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