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Outline	  of	  today’s	  presenta=on	  

•  South	  Korea’s	  recent	  push	  for	  innova=on	  and	  entrepreneurship	  

•  Recent	  paKerns	  of	  entrepreneurship	  
	  
•  Fundamental	  constraints	  that	  deter	  entrepreneurship	  within	  the	  

household	  

•  Summary	  



Industrial	  policy	  to	  entrepreneurship	  policy?	  

•  South	  Korea’s	  economic	  miracle	  
•  One	  of	  the	  poorest	  countries	  in	  the	  world	  in	  1960	  to	  the	  advanced	  

economy	  of	  today	  
•  Two	  decades	  of	  industrial	  policy	  under	  Park	  Chung	  Hee	  

•  South	  Korea	  today	  
•  Growth	  through	  catch-‐up	  has	  hit	  its	  limit	  
•  Confronted	  with	  new	  challenges,	  e.g.,	  aging	  popula=on,	  global	  

compe==on,	  inequality	  
•  Government	  looking	  for	  new	  sources	  of	  growth	  
•  The	  “Crea=ve	  Economy”	  under	  President	  Park	  Geun	  Hye	  

•  Entrepreneurship	  policy	  

•  Public	  efforts	  to	  promote	  innova=on	  and	  entrepreneurship	  
•  Not	  necessarily	  evil	  

•  The	  birth	  of	  the	  internet	  
•  The	  birth	  of	  Silicon	  Valley	  

•  Need	  to	  do	  it	  right	  –	  create	  the	  right	  incen=ves	  	  



South	  Korea’s	  big	  push	  for	  entrepreneurship	  

•  Top	  down	  	  
•  Job	  crea=on	  and	  growth	  through	  an	  innova=ve	  economy	  was	  one	  of	  

President	  Park’s	  core	  campaign	  pledges	  
•  Policies	  and	  ecosystem	  that	  promotes	  entrepreneurship	  and	  SME’s	  	  
•  Ministry	  of	  Science,	  ICT,	  and	  Future	  Planning	  created	  as	  soon	  as	  she	  

came	  to	  office	  in	  2013	  

•  Ac=ons	  
•  Con=nuous	  Planning	  	  

•  2013	  –	  Crea=ve	  Economy	  Achievement	  Plan	  
•  2014	  –	  Innova=ve	  Economy	  3	  year	  Plan	  
•  2015	  –	  Implementa=on	  of	  the	  3	  year	  plan	  

•  2015	  budget	  –	  approximately	  8	  billion	  dollar	  
	  





Innova=on	  	  
Centers	  



South	  Korea’s	  big	  push	  for	  entrepreneurship	  

•  Is	  the	  “Developmental	  State”	  the	  right	  model	  for	  entrepreneurship	  and	  
innova=on?	  
•  Do	  the	  incen0ves	  align?	  

•  Government	  
•  Conglomerates	  
•  Small	  firms	  
•  Poten0al	  entrepreneurs	  

	  
•  What	  about	  the	  culture/ins=tu=on	  of	  entrepreneurship?	  

•  First	  understand	  the	  paKerns	  of	  entrepreneurship	  in	  Korea	  
	  



Newly	  incorporated	  businesses	  by	  age	  groups	  
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Newly	  incorporated	  businesses	  by	  capital	  –	  all	  sectors	  
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Newly	  incorporated	  businesses	  by	  age	  groups	  	  
-‐	  Science	  and	  technology	  sector	  
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Current	  paKerns	  in	  entrepreneurship	  
•  Examina=on	  of	  all	  new	  firms	  indicates	  that	  

•  New	  business	  crea=on	  has	  been	  increasing	  over	  =me	  
•  cf.,	  entrepreneurship	  in	  the	  US	  has	  been	  steadily	  declining	  

•  However,	  predominantly	  small	  capital	  firms	  
•  And	  by	  the	  older	  popula=on	  

•  Consistent	  with	  anecdotal	  evidence	  that	  many	  older	  people	  enter	  
into	  entrepreneurship	  post-‐re=rement	  

	  
•  Focusing	  on	  the	  science	  and	  technology	  sector	  

•  Reveals	  an	  up=ck	  star=ng	  in	  2014	  
•  However,	  below	  30	  entrepreneurship	  remains	  flat	  



Youth	  entrepreneurship	  

•  Why	  is	  youth	  entrepreneurship	  so	  low?	  

•  Among	  Stanford	  University	  alumni,	  the	  intergenera=onal	  correla=on	  of	  
entrepreneurship	  is	  substan=ally	  greater	  among	  Asians	  than	  Asian	  Americans.	  	  
•  One	  of	  the	  most	  robust	  findings	  in	  entrepreneurship	  research	  is	  that	  

parental	  entrepreneurship	  is	  one	  of	  the	  strongest	  predictors	  of	  one’s	  
entrepreneurship	  status	  

•  In	  Korea	  this	  is	  substan=ally	  higher	  than	  in	  the	  US	  

•  Why	  is	  there	  such	  s0ckiness	  in	  the	  intergenera0onal	  transmission	  of	  
entrepreneurship	  in	  Korea?	  
•  General	  risk	  aversion	  against	  entrepreneurship	  within	  the	  household	  

•  Cultural,	  historical	  argument?	  
•  Ins=tu=onal	  semng,	  legal	  semng?	  



One	  ins=tu=onal	  constraint	  that	  affects	  risk	  taking	  
•  Pre-‐exis=ng	  no=on	  among	  Koreans:	  

•  “When	  a	  family	  member’s	  business	  fails	  the	  whole	  family	  sinks”	  
•  “Don’t	  marry	  someone	  who	  just	  started	  a	  business”	  
•  Most	  popular	  grooms	  in	  the	  marriage	  market:	  “Samsung-‐man”	  and	  the	  

likes	  
	  
•  Cross-‐guarantees	  	  

•  General	  prac=ce	  when	  gemng	  business	  loans	  is	  to	  provide	  cross	  
guarantees	  
•  Not	  just	  your	  own	  
•  But	  your	  families	  and	  friends	  
•  Has	  been	  a	  common	  prac=ce	  in	  Korea	  and	  Japan	  

•  If	  business	  fails,	  lenders	  go	  aqer	  your	  families	  and	  friends	  
•  Fundamentally	  deters	  entrepreneurship	  within	  the	  household	  

•  Government	  has	  started	  to	  prohibit	  certain	  financial	  ins=tu=ons	  from	  
reques=ng	  cross-‐guarantees	  
•  Gradual	  implementa=on	  across	  different	  ins=tu=ons	  
•  Effec=veness	  remains	  to	  be	  seen	  



Summary	  

•  Widespread	  government	  efforts	  to	  promote	  entrepreneurship	  

•  Top	  down	  approach	  akin	  to	  industrial	  policy	  
•  Unlike	  well	  established	  industrial	  upgrading	  paKerns,	  innova=on	  

by	  defini=on	  has	  no	  set	  path	  
•  Policy	  should	  foster	  the	  environment	  for	  entrepreneurship	  

not	  direct	  entrepreneurship	  
•  Poli=cal	  cycle	  likely	  to	  deter	  previous	  efforts	  

•  More	  fundamental	  changes	  in	  society	  are	  required	  
•  Change	  in	  risk	  taking	  
•  Openness	  to	  new	  ideas	  
•  Educa=on	  that	  allows	  one	  to	  experiment	  


