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Agglomeration and Decline Factors of the Footwear Industries
in Busan Metropolitan Area
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Abstract : This article is focused on the agglomeration and decline factors of the footwear industries in
Busan metropolitan area from the industrial cluster point of perspective. For the research, ‘the compo-
nents and network of industrial cluster model’ are presented which is restructured of M. Porter’s cluster
model. Moreover, this research have examined the agglomeration and decline process of the footwear
industries in Busan area and conducted a survey targeting footwear enterprises in Busan area.

In the late 1980’s, the footwear industries in Busan area formed the largest footwear industrial cluster in
the world. However, the industrial cluster started to decline from early 1990’s and now it is reduced in to
1/10 size of the past. The growth factors of Busan footwear industrial cluster include cheap and plentiful
labours, penetration of OEM production, entrepreneur spirit, human resources network, government’s
support and so on. Moreover, the agglomeration of relative companies also created high competitiveness
in this cluster. The decay factors are pointed out sudden rise of labour cost, shortage of factory site, rise of
land price, alteration of government policy, international relocation of footwear production and growth of
overseas industrial cluster. Busan footwear industrial cluster nowadays has declined in its size, but it is the
only footwear industrial cluster in Korea.

Key Words : industrial cluster, agglomeration economy, footwear industries, Busan Metropolitan Area
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