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COUNTRY ——— At 27he
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Singapore” 75 6.8%

Thailand 6.2 4.6%

Malaysia 4.6 3.8%
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Capital Skill Complementarity and Economic Growth

of Korea

Yongsung Chang*

Abstract

Arguably the rapid growth of Korean economy in the past decades was mostly
achieved through the accumulation of capital. The growth path was also charac-
terized by a prolonged time period of capital accumulation, in particular by a
gradual increase of investment rates and decline afterwards. These characteristics
of a transition - a hump-shape investment rate - appear to be at odds with the pred-
ictions of the standard neoclassical growth model. We argue that the neoclassical
model is consistent with the economic growth of Korea if one takes account of
the fact that the accumulation rate of skilled labor is limited by demographics, and

that capital and skilled labor are complementary in production.

Keywords: Transition Dynamics, Capital-Skill Complementarity, Human Capital
Accumulation.

JEL Classification: O1 O3 04

* Seoul National University, E-mail: yohg@snu.ac.kr
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