olefed Tt M27# 3 (2020) https://doi.org/10.18107/japs.2020.27.3.001

$5d FUTe) AA A2F TAANA
AzgY F84:

Kaldor 39| AZEA

g
= Rt
I A& V. 25 2 A3 49
IO A3+ HE V. 29k 9 AJAMA
. Az A7y 483

o] ¥=F& Kaldor®] Al2¢ 44Az7bae e s,
9 Qre fatem 1970015 717 E A
Kaldor 28] AaAsist o £e] 35 %

il <
F43}aL VECM(Vector Error Correction Model)S =93ste] A el-5Ej

[e5

qe AALNEE B EAFA.

w78, 94 Az A4E GDP, 123 551 R A A 7k 3
B97h Qi Ao Ueh Kador 280l VECMS] %9l0] Hdeks sl
o 3 ov] Au-Fee o] ghald & 9leg welFL gtk

A
=4, Az A7kl tE FAATE Rt A &
Aglol SAH R fFolstAl el el FHm7tlA & cs Az
AR 7Hdo] AAH L Qe ol Al AAAR]D AH|A HFe] &
tholl whe} sk Baumol S €h3sly] fla Fxlu= ARl ALdg AR
o Az F3g A0l dAE] AEeld ZledA] w8 a3t o A4 YErd

s o] RS 11 AREAED) AUOE FFATATE] AL wol
I8 = 2 -S(NRF-2011-362-H00001).

wx Z7\0)8kaL A o
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F s A

wpAeto 2 Alze AETHEel @ F47A5e] 27% vlas) we, 3

Fo) AT 7Pg A Eta Qo @, Qo] gow
29 kel F7HEe] A A Babh S7ke] Aol et el

o Sl welm ek ol EINARALL AWEYE AGD716)
%

EshloR FRX gom AR % sl
q

=
o Aglome] TEMEE R0k AP o] Lage AAE

» FH|0f: Kaldor MZ=@d MEATITHY, HE-SEf H4, SHE, HYY, HE

oL, So, T
ATHRY

[. A&

T

A AR el Eaje} @ Mulsele] FaMo] FAHL 5 A
Fe 918 AR 1 go] Aol H1 I}, Baumol(1967) A=) 474
T37F A} s Ado] A2 Fmol A A AL o A

A Froe=
o] 5shHA WAkt aL (A 2019). o] gt 2 A A
ZOL %{]% .ﬂsﬁ /ﬂﬂ]_}: ,] /ng)\}/u ak/\Lo] rsﬂ/dxqo] ,\}9_} % Quléj_h:},

A H ATRE0] Al 4T WA Az Aol FoA
Az olek, AALL arlsiel Aulssh @4, AAsel og A
5 7re] 254 S, %7ke) A4} wae) wae) @ Az

se] o] o3 Fasiths Aot
Kaldor(1960; 1966)+= =7+e] A A48} oA Azxy o] 4l
oleht= AR 1S AASAT. Kaldor's 71w 4571t of et 4

AAETFE] S7k22b s ol T AT S 2Hal vkl TRtk wiAlEs]
T, 58] T4 el dolese] SAskaL ] &) AN A
& frddivhs Aol %044‘001 A o] viA Y Tl A ()Y
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o] Az A
=3 Kaldor
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I+ Kaldor

of Az A 7Hde Al 7 AelA

&k A9
0]

A
otk Al Aol Axfie] T&

A, dodmEat vjAlz Fe] AR
ok AR, Al 2 Al A A
A

3+ Kaldor

}

Xe)
pal
L

A
R

3]
o) w=E-& ol
o A7} elv)7t

ol

3}

1970-2015 717} H2¢te] Asian Productivity Organization(APO)2]
o

}

O]
pul

.
o3
i=]
9l

ol

k-
s

&hof| ]

A

A BH o]

Holx

A=

of vhgo] B3t glekd
7 (take-off) 2 WH @5 A A (maturity) 2E, YRS
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=
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3
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=13
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Ho
A7y A
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18- RS2 22 Asian Productivity Organization (2020), “APO Productivity

oA Ao}
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d

2) A

Databook 2019 Released,” https://www.apo-tokyo.org/wedo/productivity-measur

ement/. (2020 89 1¥ #A)
3) Az sty GDP 7+

At
7

)
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™
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A2l ZAel Z=gate] nl W wAlo] w2 Azhe] gl st B4
S JfE Ao FQ3 AAPES Alle-e Zlo|thd)

=7, Kaldor R0l thgh E}T.J AgPAT7t FA Y A2y A
72 A1 (simultaneity) 22 A4 (endogeneity) w415 £+3}8}7]
8l 20 A FARHE %‘f%@ﬁr Aotk Az BAS7Heo] =7F A
GDPAdEel 43S vE 4 & B ofe} Ho= 59 —T—ﬁ%ﬂ o
=2 GDPEEE S7PF Alxq NSl F3ds vAe 06094
(reverse causality)o] A& w] WA A7} SAYskaL Hel 4 7531}-% KR
W3k 4= Qlnk olefgk A EAlE sletr] flEl o] ATtellA= 29 A 1
FZEH2 Stage Residual Inclusion: 2SR F4%4H-S 288 Flolt) o= Y]
PR gof| A 2SRI 4 @2 U A4 (consistent)©]7] Wit-o]tHTerza 1993).5)

alx|2ko 2 Kaldor 2] e 9 Te|d A3 =20 71 2] A el
AT TS 3’_31 st7] S8l W A 23 (Vector Error Correction
Model: VECM)S &-&-3Hth= #olthe) GDPS} A1z Ak 7+ 3223
& gy & Pﬂ'o— Agfstar 4 A HeH A3y dAsHA Hok
o] &= Kaldor B8] VECMS #-&3ala 7] 2 o] 2)e] ZAgun
ofte}t sHiet A4 BAE SAlol sl wet AolE ke 4 vk
= AHdE 2 Aok

rir

rulo

Wi

r>~

0. Aygd+ H=
A 237k el A Al e] Al ek theft o] H AT Ah
o] o] gttt 53], Kaldor(1960)&= Az ezl 7ol gk A
AHAS AGslaL o]F 12719] OECD =7+ didoR A3 w43tk

3
S
td

& A= 3 QRS AolE Adstar 74 Q13 (cumulative

4) o] Rostowwl b eA o] #3F 2RA|%E A2 Todaro & Smith(2015) 2.
5) 2SRI Aol #8F 2 Terza et al.(2008)3} Cin et al.(2017) F%.
6) Kaldor 2ol tjgh AFEA o] HE 4R3-S &-83F AT Haris & Lau
(1998)7} Chakravarty & Mita(2009) #=.



Az PR} o] F ] $Eom FAH] Yrks Aolth of 0|57
Tzl M Y O] Polio] ARG PO o5 Az R

Kaldore] A= #dd i34 ASAF2ZA Stavrinos(1987),
Bairam(1991), Wells & Thirlwall(2003), Jeon(2006), Acevedo et al.(2009),
Szirmai(2012), Lavopa & Szirmai(2012), Pacheco-Lopez & Thirlwall(2013),
Libanio & Moro(2013) & & 7 Atk 41 Stavrinos(1987)-> 1960-19%4
W 713 w2 o 271 A5E &8st Kaldore] A= o] 424
A s Tl Ao Az
AAEN AxY BAETHE 1] BAlA FRHsE Bl s
st} Lavopa & Szirmai(2012)+= 1960-2010 717+ &<t 9271
O 7 AxYe] AN S AT
Ut} Pacheco & Thirlwall(2013)-2 897 =171 tiiho 2 1990-2011
W 7)3E 59 AL o] eB|E Ay AT elA MY S A
AeS shfal Fgeith olefgk A= Jeon(2006)9] Aol AT
Jeon(2006)-> 1979-2004 S=¢] 78 713t St AARE &E351]
Kaldor 37 7Hd 9] E}3AdS A543t o] A4+ 559 N7zt
A AxYo] T AAH Fagk A3 st o A 7L HAY St
Akl Barskal Qi o]elst Aile= F=re] A} whxo] 7|zl He| 9
gt Aol ofygl= el AbeEc)

Acevedo et al.(2009)2 187119] tel=7lE gl o= A1 sk) Kaldore]

] H

AN S AR SRR Myt vjagh o Alz]ie] el 7 T2

¢

O
1%
et
(i)
o
o)
N
N
10
-
By
By
i)
=
¥
dlo

tlo

.

o
o

=

7) ol MEAH AT AdiA Ay FEoR Ftste] S AHshe Lewis
E R 3| oo s AAIgE A2 Lewis(1950)2 Todaro &
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g qes sk AL ofletar FAgth o]9t frAket A7t Libanio &
Moro(2013)¢} Felipe et al.(2016)2 Kaldor®] H=-2 gRl=X|qt glel=7}
7} ool 57k Ay PR TP AH| A 5
Yehdtiar Bauskeith Wells & Trirlwall(2003)-2 1980-1
457) ofZE|7} %71E o2 Kaldore] Az Azl zia
o} A A, ofxZE]7} I7t| A Kaldor HZ o] F-E4 o2 A
I AJH 2 R Alx2g Fato] Al o Haido] =
Tt Szirmai(2012)= 7o) ALl Azg o] HEo]
ARk 2= =7PF 289 A2 ohyeka FARith 1950-2005'd 7
RN NEars diidoZ Kaldore] 7He H5ehl, Azl 4]
goll gk FA% A7 EEHsiH AxYgoe]l AEH 0w Ao <zlo]
2 =l tisiA EA1E A7IskTE A Az 37 7Edel o
= ods] Al A3E Kola glom A X} o} w7t whet &
g Yehtar 9l

2 o
pov)
L%
v
=
v

- N

M. Azg AZAA704 3 F339

1. Kaldore| M =¢ MZ&EAMZIIM

Kaldor(l%o 1966)+= AdxIAbEF=2] =7kl e A7 &
o] Kaldore] 485382 v} 2ol AAddEol A=y el 4

7 e AFuaAlE sk Aol
Agyy =yt Ag,, o >0 Q)

A7NA g, =108(Q,y), Agy, = A GDP A G E
olaL Ag, = AXEY T ANTTREolth AES ARl 7ol 4|
at7] fIs= Aq,,SF Ag, IF WAL SAIF R FofFk K)o A
A, & a, >00]o]of gk

R
N
I
o
0Q
O



shEel FH=ol A M U™lM =Pl F24: Kaldor HElo] MF5E

1z

1

oledk Aol AFAN/PIL oA o F JpA] SHelM AW

T A A Aol ikt 8-St sl AR (Yol

St A el EAshe e g, S sEFAAD A (@) A

A oFA A AR, Az o= olEshA st Azt A A

Arbdst At 7= °‘C"€Wr ojgigt A olso] T=AHoE A

S A3 ojold = Qlth B v shubs Al At St A
S E=X

sz g el M4 2 B4 FusAE B8 0E

X
10

Fof A WA E= Skl b

S FEA FRFAASS Sradte) 7]Ewst 9 ALke] o5 g vl
ofa wAyghet,

et Kaldor W& o] 874 #A1E A9 = Utk o= Ag,,7F B9

(definition)’d Aq,, 2} 474]% zk31 7] wji-o|t} GDP:= A% Aikeks) vl

A zP Ak 7F 7eEts Zloln g (1) AllA o, AP e] ArhsS

o A ArkellA X]‘/}X]ﬂ] B HSS 2F<J8t

=1 7] $13 Bairam(1991)-2 9] 2&oA =7

T2 HAZGETE, 53] w4 A2 AT ARE-S AlRFSFAT

=

A 9nm — Yo + T A am (2)

714 Aq,, %Oé
A zA3} GDP A%+
7} GDP A%

E
E
ol g ¢ S-S oJmFn) e} Kaldore] 74l ejahal Aul 3

_\“L_ll
R
=
[>
e
M
offl
_\;_1‘
j N
flo
=
>
BN
hind
o
2
N
N
o
-9,
i

Hl 7l~g°ﬂ EH?} EE‘r é’%‘ 5 3711 ~7}6‘}7l fq%E—

oz A 1— —47}3& pEE Aqwmq 0 aag,el Hk e
a2 Az s ol A aAE 2 Ak
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ok Al e Axizbde] el fsiE o, % 40l Fol FER T
o

Kaldor 23 ¢] AFEAolA 25t Al 7H] EAH, 5 Ay Arks7t
&0 WA A, T80 T, SEA ] Al tiEk Ao &
Aol A71Eo] gekHarris & Lau 1998, Chakravarity & Mitra 2009;
Ofria & Millemaci 2014).

AR, oA (DY 248 @ OLSE 4T 49 g 52
A HA (simultaneity) A= Q1) He]A AiE fEe 4 ATHStavrinos
1987; 921 1990). A|23] AAZ71g0] 27bAA GDPAAE] e v
A Qe By ole} dor g9 257 SO GDPAYE 7t
Az A7l G PIAE GG 2 (reverse causality)o] &
AN Q7] wolth

olgigk WA EAlE stk AEAQ WHE 2 HAASRER2
Stage Least Squares: 2SL.S)#} 29H] S THA|(2 Stage Predictor Substitution:
9SPS) =Aulg o] golrh9) FA|T o] oA 2tk WAL

o Om

R4

| A

Stage Residual Inclusion: 2SRI) F4+-& €83 Zlo|t}, 2SRl W
& 2SPSS}F FAFSHAl 1Al A A4 A& BE Ao} S
gl 3| RE 25k Al A 2SPSe}F 2] dlSgho] ofd el Al gty 1kap
& B 23ete] FAgITE o] 2SPS 8 v F Rl A v
2] 4 (non-consistent) Q1 ¥Hd F2}-2] 2SRI *zrxé &2 U X4 (consistent) ] T}
(Terza 1998). AE R F o] F 2uhA|H Axl5 ol 93 4
W sl ut AA AR Jﬂ?/lﬂ 2SRI W& €83 slojtt.

=4, TESHY 89S FAIEel wet Z}—“&Z}E—‘rﬁ e FeWT
O 2 WAShE oA EAolt) o] EAE
e IR (D40 FEAN 2219

AAel FApled} et Q3N] ST Eeete] FAHE Ao|vh1o et

9) AAIEE 31> Wooldridge(2010, 118-120) ==



BEs FuRel AN AED LHoIM MEUS F2A: Kador HASl AZEA 13

AN E F 7HA Aol GDP AAEC] FAZXQ Jgke njz 4

(Ofria & Millemaci 2014). -4 17H] g0l 2] A A HAES &

3 784S R g ke Aotk & bE H2 A A=K New

Keynesian School)®] &84 Jgo]&ol wjel ndgo] S s
7

kst 5715 295 Sl AAES 38 4 A= Aokl
Ayt = 60+ 030Gy, + 6320/ qyq,), + 6, Aw, + g1 3)

4714 Ai/q,,, = GDP tiH] Fa82H2 %4 (Gross Fixed Capital Formation)
S eI AwE B3 QM) 2RSS YERit

ARt o & Kaldor 2% FACNA thi-e] A7 Fel-sefe] o
A(static-dynamic paradox)¥} AFE-H W42] EoFA 3} o]df] w2 FAE
IAE FAEHE v]Ze]thMcCombie et al. 2002). HEl-&H <42
T I B AHE) S22 AERT 1 Y (FH)S 88t 4%
A5 1 AN gebd g Atk Holth Hgk B E vt 34
e s1FA Y = don dEAQ] FEo] A8EA s T Utk FE
Qa7 AL W g, % g, T HTFE ST WAE 2 2 F o
ol FAIE A5 T WG o] ok Hort wAsitt o] wAlE st
sb7] Y&l (D2 B8 2 Ay #AE FgshH= th32] Engle-Granger
o] ME QAT AREHS 8872 dtHEngle & Granger 1937).

Aqyap: =0+ 0,0, +0e, 1+ 5N/ qy,) + 0,00, + (4)

A7V e, 1 =y 1~ B, = 718 LAE SUletaL 9= 229
Ao, [1, gl &4t WE otk vkek ¢, | =ooWd A 3 Al
zx4 AL 7 G714 ol 507‘;911— AL oulsh ¢, =0 W F7]3t
oA o]eks oJmllit} o] A g F7|rE o] ojgto] P o s}

10) TR BT A 474 3ke] Al gk AAIgE AR Blomstrom et
al.(1993) ¥} Ofria & Millemaci(2014) ==,
11) A AR Astute] o] 2ol tia] & o &AFAIgE 212 Romer(2010, 299-325) =
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Ir
BN
ol

b
kr
s
1o
=

ki3
o] ATrell A ARGE W4 1F FAR BAI9l £A) o= Engle-Granger
o] 22t FAE Aol Johansen(199)2] MLE W& 83l 4
e Aolth12) A AZE EAE R Eetal A7) LAkE FAlskaL
49 AF #1eH FAAW e S Stk
Kaldor 2.3l ECM®] =51 7] B ©7] 2] AgHewt ohvet SH

A BAE Sl argfstal el ke = vk AR 2

f
ol

ALY

Lk

A A7 el A AP el 9Es BA5H] S8l o] A9t 1970-
7k 5ot APO(Asian Productivity Organization)2] o}r]o} =27} &+
Aol AgE etk o] A E= 2] 2] A RkEeF 57 w9

GDP, 247, w545 5o A2E LS Urkid

<E 1> A2 AR

wgolg Rk H 3
Qyap log(GDP) 419 US Dollar(2015\ 715%)
G log(Ax3 AL Aol US Dollar(20153 71)
Gogr log(& ) A9l US Dollar(20153 71)
yer log(AH] =4 Arkd) 419 US Dollar(201591 7]5)
i/q log (24 2HL/GDP)
w log (52| %/ 31841 9k US Dollar(20154 715

12) 347 AR A2 gl AAgE A2 Enders(2010) =

13) AHAISH AL v & Asian Productivity Organization (2020), “APO Productivity
Databook 2019 Released,” https://www.apo—tokyo.org/wedo/productivity-measu
rement/. (20201 8€ 19 AA)
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<E DT P, FF D AR 27} BlolN GDPAEE(Aq,,), A%
q, HEoldl 2 AWAY HEe AFES HFI ) o2 nul
1970-20153 713+ &<t k] GDP AAES 68%, T2 86%, Y-
26%% Fo] 714 = GDP AHES 71=aa Jrk A Byl @
2o Az RO HFE(Aq, )0 96%S 712G wh o] 101%2
O 2 Z7h8-S woli Ytk olo] wig) AEL U7k Az 4AE
o] 18% 714 e AHES Holi Jr). FEu FRe Az 44E
o] GDP 4481} =7 ekl ek AR osle vl veha 9

AV

Lo

<E 2> 7| [ M MAMSIIE
Eis o g
H ¥ES | FHy | B2EA | e | X25EA [t EAzE
Agus | 45 | 0068 | 0039 | 0086 | 0031 0026 | 00%
NG, 45 | 0006 | 0067 | 0101 | 0046 | 0018 | 005%
Agu, | 4 | 0064 | 0030 | 00% | 0040 | 0028 | 002
Agys | 45 | 0021 | 0061 | 0040 | 002 | -0013 | 0051

Mol BB ABB(Ag, S BE BRI FRE AZYRD} e
6.4%, 94% A el Wyl ko] 49 Aju|anre] A Eo] AEY N
o 270 vl Qo). %, olito] @hatal 3kl uls) Au] st @de] o
A 43R wasaL gl Ao T2 1 Al e Qe 3ol
R0 JHE(Ag, )& BRI B3 B U] YR gl vk o
oo o]

Kaldor®] Alzx=9 4744z 7Hd & 7&%"3} ] Y&l Kaldor 1'H2¢1 (1)2) 3}
B ol (2)21S OLSeF 2SRI #He) ol&l =A%t A3yt <% 3-1>
~ <3 32>l AAE] ok <GE 3- 1>91 ghrol] ek FAAARE B,
Az W7 (Ag, )l e FAAT= GDP 453 A= ALk
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\:1

THeol s HHE FER SAH R oAl UERAIRE 5§ ol A
= oA A YERTE 2SRICl 9 4% AHE B, FRH AL,

of Wik FBAFTE AR FoskA] BA et AlxY BT
Wl ek A EAle EAlE BAF o AR HA Eslal gk
<E 3-1> =9l MUY Kaldor & F=¥Z x|
FTEHF
GDPAZ & THRATTHE AU 2T
SHHE OLS 2SRI OLS 2SRI OLS 2SRI
AN/ 0528 | (0.532s4 0.211 0.229 0310 | 0299k
(0.038) (0.041) (0.134) (0.145) (0.049) (0.052)
A, -0.032 -0.296 0023
(0.14D) (0.497) (0.181)
_cons 0.018#x | 0,018+ 0.001 -0.001 0,035k | 0035k
(0.004) (0.005) (0.016) (0.016) (0.006) (0.006)
R? 0.813 0.806 0.032 0.012 0470 0.445
R 45 44 45 44 45 44
=, o, w2 Zh7E 19, 5%, 10% FrO15E, 25 o] e BEQAE LhE

<E 3- 2>°ﬂ AAE Fael ek FEAME ko] A} MAA o=
ARSI =, GDPAEEET MRSl s Al A7
Aq,,,©l 1‘416& FRAAFT} 1% F3oA] AR o= Fo8HA Vet 8t
w3 FAAGE 2715 Hlalshd, Au|s BEoA Faro] gkl Hls) A
Aoz A veht ARG8Tl miAE gaFe] o A R

F 9
<E 3-3>e] ANFO] Q= ARe] ARE Wy, AR FH 9, 5
AE EE A FEAH 2R A Aq o) A S

T7F TARCE FostA et 3 GDPAEECIA 2SRIH <
g FA AN FH A ol et FHAFTT BAHoZ Fol8HA vie
U Az AR WA o] M E AT



<E 3-2> =9 {heH Kaldor H&l =zt

FSUS
GDPAZE AT AH 257
EYg¥4s | OLS 2SRI OLS 2SRI OLS 2SRI
A, | 0558w | 0507=xx | 0001 -0139 | 0525ex | (.387wk
(0.054) (0.063) (0.092) (0.109) (0.106) (0.120)
Agl, -0.010 0.311 0.114
(0.154) (0.268) (0.29)

_cons 0.029x | 0.040%5x | 0.040%5 | 0.008wkx | 0.04130x | 0.063%5*

(0.006) (0.007) (0.010) (0.012) (0.012) 0.013)

R? 0.703 0.685 -0.023 0.004 0.349 0.24

2 45 36 45 36 45 36

s, w2 212} 19, 5%, 109% FOI5F, B Qbe) ghe EROAE Lhehd

<E 3-3> =9 MAY Kaldor & F=HZAn

GDPA A& FHANSIHE RO Bty K e 3
EYd4 | OLS 2SRI OLS 2SRI OLS 2SRI
Agu, | 04l1s#x | 0450%+% | 0298+ | 0362 | 0307+xx | 0320+
0033 | (0041 | (0136) | (0163 | (0.063) | (0.068)
A, 02154+ -0.19% -0.167

(0.094) (0.306) (0.143)
_cons 0.018wwx | 0017+ | -0.018%+ | —-0.018« | 0.022+k0 | 0.021%%x
(0.002) (0.002) (0.008) (0.008) (0.003) (0.003)

R? 0.722 0.745 0.079 0.072 0.422 0.425
B 45 44 45 4 4H 44

s ok P2 1%, 5%, 10% o, B8 ko] g2 3FeakE dER
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Az Ars7EEel vig FAAe] 2715 Blas)
=] £ow yeht e o] Aol yehd Aow

HolA|uk 2p7 9] b o F-of 714 Q1 Wl wet Aot debd
EAE HES| Holo} st Flot},

o] w=ioll A AREE 259 M HA8str] el 7 Dickey-Fuller
o) HAWH(ADF) ¥} Phillips—Perron(PP) &9+ A7, A4
ZH3BLE 3-8 Zivot-Andrews (ZA) @9+ 74 (Andrews & Zivot
1992)3} 2719] F+x1H 3= 7143k Clemente-Montaniés—Reyes(Clemente et
al. 1998) &9+ A4 H(ICMR)S &-83F3)th14)

<3E 4-1>2 491 ADFS} PP AW el ol GDP(g,,,,), A A
2Hq,,,), A8 F AWM, ) R EETAE AL (g, )00 dE 9ol
A Ao HABAINE BT Qi) o] AdE B AREE 479 A
AG Apzol sl TS 2L IR Frhs A7l 3709 =7l A

B 7170 4 ol Ao vehd

&% 3% B
W ADF PP ADF PP ADF PP
Qyipe 0518 0454 | 3400 | 3227 | 1068 | 0860
Gyt 1212 | 1524 | 2067 | 2335 | 1028 | 1409
Guert 0283 0039 | 3347 | 3217 | 1400 | 086l
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| ABSTRACT |

The Role of Manufacturing in Economic Growth
in Korean East Sea Rim Countries:
An Empirical Analysis of Kaldor's Law

Beom-Cheol Cin
(Division of Economics, Kyonggi University)

This paper investigates whether or not the manufacturing sector is still
mmportant in playing the role of the engine of economic growth for
countries near Korean East Sea, specifically Korea, China and Japan. By
using APO databases over the period 1970-2015, it empirically examines
Kaldor's law which states correlation between GDP growth and the
growth rate of manufacturing production. To do so, it controls for
endogenity or simultaneity of the growth rate of the manufacturing
production variable by employing two stage residual inclusion estimation
procedure. It also introduces the Error Correction Model to consider the
statics—dynamics paradox and cointegration relationship of non-stationary
variables.

Empirical results show that the growth rates of manufacturing output
are positively associated with GDP growth for all three countries,
regardless of different models or estimation methods. This supports
Kaldor's law implying that manufacturing sector plays the key role of
economic development and growth for three countries. This implies that
the long—term growth is demand-determined, rather than supply-determined,
which 1s not consistent with the prediction of neoclassical and
endogenous growth theories.

Overall, the experience from the three countries near Korean East Sea
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tells us that the impacts of manufacturing output growth on economic
growth are dependent on development stages. In earlier stage of
development, the effects of manufacturing output on economic growth are
larger than in later stages of development, which leads to different

contribution to economic growth.

= Key words: Kaldor's Hypothesis of Manufacturing for Engine of Economic Growth,
Statics-Dynamic Paradox, Cointegration, Endogeneity, VECM



