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Korea’s five leading industries-chemical, automobile, shipbuilding, metal and electronics-have been the growth engines of the
Korean economy for the last 30 years. However, with their performance weakening in the past few years, Korea’s annual growth
rate has dropped to less than 2%. Just as the Japanese economy struggled through the lost decades, Korea’s leading industries
have been facing signals of arriving at a Strategic Inflection Point (“SIP”) since the mid-2000s. The objective of this study
is to present an appropriate value strategy for Korean firms in leading industries to gain sustainable competitive advantages.
This paper examines the following issues : First, it diagnoses the signs and timing of SIP for the five leading industries. Second,
this study examines 78 Korean and Japanese firms in order to understand the adaptation strategies of the highest and lowest
performing firms from a value strategy point of view. Third, it empirically analyzes the correlation between the indicators of
value strategy and the accounting performances of the Korean and Japanese firms. The data set used in the cluster analysis
were collected from KISLINE database of NICE Information Service and annual reports. The findings in the case analyses of
high and low performing companies show that high value-added specialty chemical materials and electronic component manu-
facturers that had a strong focus on value creation were defined as high performing companies. And in the cosmetic and automobile
industries, companies with a strong emphasis on value appropriation gained high performance. Furthermore, the study conducted
a cluster analysis based on two indicators R&D and advertisement expense. The analysis shows that a significant gap exists
in the operating incomes among three groups classified under the value strategy. The study recommends that Korean firms are
requested to increase R&D expenditure, conduct M&A and collaborate with companies that own source technologies to narrow
the technology gap and improve their segment portfolio from commodity to value-added products.
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<Table 1> Growth Rates of Production and Export(Annual

<Table 2> Trends in Operating Income Ratios in Leading

Average Growth rate, %) Industries(%)
Production Export Year Korea Japan Difference
06~10 | 11~15 | 06~10 | 11~15 ‘00 9.5 7.0 +2.5
Petrochemical 32 -0.4 13.6 -4.6 ‘01 4.6 3.9 +0.7
Automobile 39 -0.5 3.5 -1.4 ‘02 6.6 5.5 +1.1
Shipbuilding 8.1 -5.9 20.7 -8.2 ‘03 7.8 6.1 +1.7
Steel 72 04 9.9 2.0 ‘04 9.3 6.8 +2.5
Home Appliance -1.98 2.7 -1.7 -1.6 ‘05 6.8 7.4 -0.6
Communication Device 8.2 -1.1 43 -1.0 ‘06 5.7 8.4 -2.6
Display 15.1 -2.6 21.6 -2.8 ‘07 5.8 73 -1.5
Semiconductor 11.5 5.1 9.4 1.8 ‘08 6.5 1.2 +5.3
Source : Cho C., et al.[5]. 09 7.6 25 5.1
‘10 9.0 5.7 +3.3
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<Figure 1> Trend line in Operating Income Ratios
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<Table 3> Key Management Indicators(%)

Korea Japan
ol AD RD ol AD RD
Total 6.3 14 1.9 5.6 23 3.8
Petrochemical 7.3 1.8 1.0 6.7 na 33
Automobile 5.1 4.5 2.8 5.1 2.8 3.5
Shipbuilding 3.6 0.1 1.1 3.8 na 0.8
Steel 6.9 0.1 0.3 5.4 n.a 14
Electronics 5.8 1.2 5.1 5.1 1.3 6.3
No. of Companies 35 35 35 43 43 43
No. of Observations | 545 488 536 686 183 656

Note : OI(Operating Income to Sales Ratio), AD(Advertising to Sales

Ratio), RD(R&D Expenditure to Sales Ratio).

<Table 3>914] 2000~2016'A7F a-=r7]d o] AHF A
O|YEL 63% =N LR 56%E 435} R&DH &
L FEe 19%EHN YE 38%9 12 54 B3t}
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Ranking Name of Company Ol N Sales Name of Company (0] N Sales
(Korea) (%) | (Millions of Won) (Japan) (%) | (Millions of Yen)
1 SK hynix 19.8 15,489,700 Murata Manufacturing 16.9 983,529
2 Amorepacific 14.1 4,047,190 Shin-Etsu Chemical 16.1 1,192,780
3 Samsung Electronics 14.1 207,704,499 Subaru Corp. 12.9 2,751,452
4 LG Household & Health Care | 11.0 4,864,407 KAO Corp. 10.6 1,331,784
5 Korea Petrochemical 8.3 1,885,125 Koito Manufacturing 9.3 686,350
6 Lotte Chemical 8.1 14,427,517 Renesas Electronics 9.0 714,834
7 Hanwha Total 8.1 8,070,418 Isuzu Motors Ltd. 8.7 1,835,208
8 Hyundai Motor 8.1 89,328,287 Toyota Motor Corp. 8.5 26,198,200
9 LG Chemical 8.0 21,970,068 Omron Corp. 8.4 779,697
10 KCC 8.0 3,356,795 Tosoh 7.9 749,637
11 Hyundai Steel 7.6 15,602,512 TDK Corp. 7.8 1,047,889
12 Kia Motors 5.8 48,834,446 Asahi-Kasei Corp. 7.6 1,874,943
13 SeAh Steel 5.7 2,226,372 Hitachi Metals Ltd. 7.8 855,206
14 SK Global Chemical 5.2 13,608,660 Kyocera 6.8 1,435,280
15 POSCO 5.0 60,368621 Suzuki Motor Ltd. 6.5 2,976,459
16 Kolon Industries 5.0 5,066,165 Toray 6.3 1,914,338
17 LG Display 4.6 27,561,238 Toyota Industries Corp. 6.2 1,832,353
18 Samsung Electro 3.9 6,895,831 Mitsubishi Electric 6.1 4,115,521
19 Kumho Petrochemical 3.7 4,737,287 DIC Corp. 5.9 762,191
20 Dachan Steel 33 984,627 Nissan Motor 5.8 10,900,921
21 Hanwha Chemical 3.1 8,035,385 Sumitomo Chemical 5.4 2,125,806
22 LG Innotek 2.8 5,977,258 Honda Motor 5.3 12,862,498
23 Humax 2.6 1,276,935 Mazda Motor 5.3 2,910,480
24 SK Chemicals 2.5 7,299,097 Mitusbishi Chemical Holdings 5.2 3,488,511
25 LG Electronics 24 56,562,347 Alps Electric 5.0 701,340
26 Dong Kuk Steel Mill 1.7 6,142,279 Teijin 5.0 769,660
27 Isu Chemical 1.1 1,828,473 Ube Industries 49 635,321
28 Dongbu Steel 1.0 2,996,423 Shiseido Co. Ltd. 4.6 766,165
29 Lotte Fine Chemical 0.6 1,245,656 Mitsubishi Materials 4.6 1,388,255
30 Hyundai Heavy Indstries 0.0 49,458,641 Fuji Electric 4.6 793,537
31 Samsung Heavy Ind. -0.2 12,466,334 Mitsubishi Motors 4.4 2,052,720
32 0CI -0.8 2,727,063 Showa Denko 4.0 781,431
33 Hanjin Heavy Industries 2.4 2,705,546 Mitsui Chemicals 3.7 1,415,708
34 Samsung SDI -3.8 4,965,911 Nippon Steel & Sumitomo Metal 3.6 5,011,290
35 Daewoo Shipbuilding -6.2 14,524,091 Panasonic 3.6 7,544,927
36 Kobe Steel Ltd. 3.5 1,783,158
37 JFE Holdings 34 3,489,360
38 Sony 2.4 7,697,522
39 Mitsui Engin & Shipping 2.3 720,120
40 Japan Display Inc. 1.9 742,961
41 Nisshin Steel Co. 1.3 557,108
42 Toshiba Corp. 0.3 5,545,380
43 Sharp Corp. -1.5 2,540,851
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