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New Paradigm of Apparel and Sewing Industry seen through Gaeseong
Industrial Complex
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Abstract : The purpose of this research was to present the possibility of an alternative production base for clothing busi-
ness of South Korea through the analysis about textile/clothing industry production activities in the Gaeseong industrial
complex. It is necessary for the Gaeseong industrial complex to cope with the issue about FTA and country of origin,
manpower supply and demand, paying wages and labor productivity, the exclusive industrial complex of clothing. The
Country of Origin on imports and exports tells the country of manufacture or production, where the product comes from.
Rules of Origin are the special regulations to determine the country of origin of a product and exist in the forms of inter-
national law, legislation, precedent and administrative decisions. But the economy in the North and the Gaeseong indus-
trial complex is a comparative advantage combined with elements of North-South interdependence as a South-North
economic cooperation business and can contribute significantly to the stabilization of the North-South relations. Among
the models using criteria of the determination of origin, it has directly provided the models of general regulation for off-
shore products, of limited offshore products. These models are to help Korean exporters in understanding and utilizing
the Rules of Origin for their manufacturing. In addition, the development of the Gaeseong industrial complex will con-
tribute to establish peace on the Korean peninsula as well as in Northeast Asia. Also economic cooperation between South
and North Koreas is essential for peace and prosperity of the Korean people.
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Table 1. Status of trade by South - North Korea (Ministry of unification, 2014) (Unit: 10,000 US)
Year '03 '04 '05 '06 '07 '09 '10 "1 12 13 Total
Input 289 258 340 520 765 934 1,044 914 1,074 615 9,752
Output 435 439 715 830 1,033 745 868 800 897 521 9,676
Total 724 697 1,056 1,350 1,798 1,679 1,912 1,714 1,971 1,136 19,428
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Fig. 1. Location of Gaeseong industrial complex. Gaeseong industry
district foundation (2014).
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Table 2. Gaeseong industrial complex vs. other industrial complex(Ministry of unification, 2014)

Cheongdo Industrial
Complex (China)

Ttanttunn Industrial
Complex (Vetnam)

Siwha Industrial
Complex (R.O.K)

Gaeseong Industrial
Complex (D.P.R.K)

Labor  Minimum wages (US/Mon) 194.0 95.8 831.0 63.8
& Rate of increase 13% 29% 6% 5% (Law)
Wages Productivity of labor 60% 40% 100% 71%
Leasing cost of land(US) 100-300 200-260 658 39
Tax 25% (Income Tax) 10-22% (Juristic Tax) 14% (Income Tax)
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Table 3. Number of workers (Ministry of unification, 2014)
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Fig. 2. Type of industry. Ministry of unification (2014).
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2005 2006 2007

'2009 2010 2011 2012 2013

R.OK 507 791 785
DPRK 6,013 11,160 22,538

38,931
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42,561 46,284 49,866 53,448 52,329
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Table 4. Ages of workers (Ministry of unification, 2014)
10's(17~19) 20's 30' 40' 50's
Rate 0.3% 23.8% 30.1% 38.4% 7.4%
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Table 5. Textile Trade (Korea federation of textile industry, 2014)
(Unit : 10,000 US$)

2012 2013

Item
Amount Increase Rate Amount Increase Rate

Total 777,661  10.1  100.0 439,409 -43.5 100.0
1 Garment 455466 158 58.6 251,883 -447 573

2 Fabric 274,769 29 353 169,008 -385 385

3 Yarn 26,445 -0.2 34 11,404 -569 26

Raw 20,981 7.8 2.7 7,115 -66.1 1.6
Material

Table 6. Production & output-input of Gaeseong industrial complex (Ministry of unification, 2014)
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Year 2005 2006 2007 2008 2009 2010 2011 2012 Total
Product-ion (A) 1,491 7,374 18,478 25,142 25,647 32,332 40,185 46,950 197,599
Output (B) 87 1,983 3,967 3,584 2,860 3,668 3,687 3,639 23,474
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Table 7. Tariff schedule of the United States (United States International Trade Commission, 2013) (Unit : %)
HS Code Ttem Column 1 Column 2
420310 Leather Clothing 47/ 6.0 35.0
6106 Blouse for Woman & Shirts 149 ~ 320 450 ~ 72.0
Clothing & Textile
610910 Cotton T-Shirts 16.5 90.0
6205 Shirts for man 1.1 ~ 259 35.0 ~ 90.0
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Table 8. Development situation of Gaeseong industry complex
(Hyundae economic institute, 2014)

Development

Plan Status Rate
Development Area 20,000,000 PY 1'st step 1,000,000 Py 5%
Number of Company 2,000 123 6%
Number of Employee 350,000 50,000 15%
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