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KOREA

1. General policy framework

Korea’s S&T policy is geared to acquiring core competences in strategic technology areas and developing
an innovation system that will enable the nation to make a successful transition toward a knowledge–based
economy. To achieve this policy goal, the Special Law for S&T Innovation was enacted in 1997. The law
specifies several policy actions, such as:

− Creation of the National S&T Council to improve the efficiency of government R&D
activities through inter–ministerial co–ordination of R&D policy and investment. There have
been tremendous criticisms that there exists duplication and overlap among public sector
R&D programs because of the lack of inter–ministerial co–ordination. This was also pointed
out in the OECD S&T policy review of 1996. For effective co–ordination, the council is
presided over by the President.

− Formulation and implementation of the Five–year plan for S&T Innovation that contains
specific programmes for R&D, human resource development and building S&T
infrastructure.

− Increasing government R&D investment to five per cent of the total budget to support the
programmes proposed by the plan.

In accordance with the law, the Five–year Plan for S&T Innovation was launched in 1997. The plan
contains specific plans for action to achieve the policy goal. The National S&T Council was created and
put into operation early in 1999. Government R&D investment was increased from 2.8% of the total
budget in 1997 to 3.6% in 1998 and to 3.7% in 1999. The increase reflects the actual increase in R&D
investment as well as an increase due to a change in the definition of R&D investment. But it is not
possible to decompose the increase. But the original plan could not be implemented due to the financial
crisis that hit the Korean economy almost at the same time as the plan was launched. Due to the financial
crisis of 1997, a change of government in 1998, and changes in other aspects of the S&T policy
environment, such as regulatory reform in response to the financial crisis, the increasing knowledge–
intensity of economic activities, etc., it was inevitable to revise the plan.

The impacts of the financial crisis were even larger since they came at a time of political transition.
However, the financial crisis provided an environment in which the new government could carry out strong
reform measures in many areas of society. Two important changes in the S&T policy framework took
place in the period 1998–99.

One is a government reorganisation which can be summed up as follows:

− Upgrading the seniority of the Ministry of Science and Technology within the Cabinet, and
designating it as the Secretariat of the NSTC, so that it can function as a central co–ordinating
body on S&T within the government.
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− Reorganising the government R&D institutions (GRI) in response to the criticisms that GRIs
were not working in the interest of the nation but those of individual ministries, to which they
belonged, and that the lack of inter–institutional mobility of R&D resources (flows of human
resource and information, and the sharing of equipment, etc.) among GRIs caused inefficient
use of scarce resources. Therefore, the GRIs have been regrouped into three research councils
and put under the jurisdiction of the Prime Minister’s Office. The three research councils are:
(1) Korea Research Council for Fundamental Science, (2) Korea Research Council for Public
Welfare Technology, and (3) Korea Research Council for Industrial Technology. The
Chairman of the research council reports directly to the Prime Minister’s Office.

In addition, the Five–year Plan for S&T Innovation was revised in order to take into account the new
developments, such as regulatory reform, the reorganisation of the S&T system, and the increasing
knowledge–intensity of economic activities. The revision was completed in December 1999. The major
contents of the revisions are:

− Strengthening the programmes to help the nation make a smooth and rapid transition towards
a knowledge–based economy.

− Focusing support for industrial R&D on promoting knowledge–intensive industries, such
as IT, biotechnology, and so on.

− Placing priority of government R&D on future–oriented areas of science and technology.
Future–oriented R&D programs include the 21st Century Frontier Program, which was
first launched in 1999, the National Research Lab program launched in 1998, and the
Creative Research Initiative launched in 1997.

− Reforming university education through the BK–21 (Brain Korea 21) programme, a
seven-year programme to support post–graduate programmes at universities with
excellence in advanced research and education.

− Promoting S&T activities on the regional level, and supporting the evolution of regional
systems of innovation that take into account the natural, social and economic characteristics
of the regions.

− Readjusting the investments for individual programmes considering the changes in the
financial situation.

− Reduce the planned investment in the Fund for Basic Scientific Research from
KRW 300 billion to KRW 160 billion.

− Reduce research fellowships for high–calibre foreign scientists.

− Add a new program to support the university system of research and education at the
graduate level – BK 21 Program (KRW 200 billion per year for seven years).

− Other measures.
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The ten major programmes and the investment allocation contained in the Plan
are as follows:

Unit: KWR Billion

Investments madeProgramme

1997 1998 1999

Investment
planned for

00-02

Total

Future–oriented R&D 20 166.3 230.3 1 361.9 1 778.5

Promotion of basic scientific research,
and

Support for  university research

214.6 196.3 243.2 1 035.7 1 989.8

S&T human resource development 183.8 152.7 274.4 969.5 1 589.4

Promotion of engineering technology 6 8 8.4 99.3 121.7

Development of dual–use technology 1.5 4.5 28.0 168.3 202.3

Support for industrial R&D 65.4 103.6 217.6 840.8 1 227.4

Support for S&T education (research
equipment, etc)

0.4 5.8 12.0 15.0 33.2

Development of S&T infrastructure 140.7 217.9 187.9 1 031.0 177.5

R&D for social and economic
infrastructure

3.2 4.2 6.3 34.1 47.8

Promotion of regional S&T activities – – – 527.8 527.8

Total 635.6 859.3 1 208.1 6 083.4 8 786.4

The investment under this plan accounted for 29% and 36.9% of government R&D expenditure in 1998
and 1999, respectively. The structure of the government R&D budget is as follows:

Unit: KWR Billion

Objectives 1998 (%) 1999 (%)

National R&D 1 021.7 (34.5%) 1 311.8 (40.1%)

Support for government R&D institutions 1 356.8 (45.9%) 1 199.1 (36.6%)

Support for university research 522.2 (18.3%) 629.4 (19.2%)

Research infrastructure 49.8 (1.7%) 76.6 (2.3%)

International cooperation 7.0 (0.2%) 7.1 (0.2%)

Policy research 0.5 ( – ) 51.5 (1.6%)

Total 2 957.9 (100%) 3 274.6 (100%)

1. This includes expenditures for the operation of R&D institutions. In addition to this, GRIs receive funds for
R&D from the government and private sources on a competitive basis. The drastic reduction in the budget for GRIs
show the impact of the organisational and budgetary reforms taken in 1998.
2. This is part of the funds individual ministries have for policy research and scientific research.



4

2. Policies Related to the Recommendations of the TPJ Report

2.1 Reforms to and support of the science base

− The Korean government (Ministry of Education) initiated the “Brain Korea 21 (BK–21)”
program in 1999 in order to upgrade the quality of university research and graduate
education. The focus of this programme is on advanced S&T areas such as IT, biotechnology,
etc. The beneficiaries of this programme have to reduce their undergraduate enrolments and
concentrate their resources more on graduate programmes and research activities.

− The GRIs went through massive restructuring, which included downsizing and
reorganisation. GRIs reduced their staff size by 20% in 1998, and their budgets for 1999 were
also cut by 20% over the previous year. In addition, they were regrouped into three research
councils and put under the jurisdiction of the Prime Minister’s Office. All these changes took
place in 1998-1999. The restructuring was completed in early 1999. (The previous section
describes this in more detail).

− Thirteen new university research centers have been designated as Science Research Centers
(SRC) or Engineering Research Centers (ERC) in 1999 in addition to the existing 35 centers.
Each of the COEs receives about KWR 800 million (about USD 800 thousand dollars) of
research funds every year for nine years. In addition, ten research centers at local universities
have been designated as Regional Research Centers (RRC) in 1999, in addition to the
existing 27 RRCs. These centers are selected based on their research performance.

− There has been no major change in the criteria for public funding for basic research, but
owing to the financial crisis, the government has reduced the size of the “Fund for Basic
Scientific Research” to KWR 160 billion from the originally planned KWR 300 billion.

− Despite the reduction, support for university research has been much strengthened through
the BK–21 program that provides selected universities with a fund of KWR 200 billion every
year for seven years.

2.2 Links between science and industry (Use the TIP questionnaire)

2.3 Incentives and Supports for R&D

Selected changes in fiscal incentives:

− Corporate tax deduction of 50% of the increase in R&D and HRD investments over the
annual average investments of the past four years or 5% of the current expenditures for the
same purposes (15% for SMEs).

− Corporate tax deduction of 5% of the total investment in equipment and facilities for R&D
and/or HRD.

− Exemption of the corporate or personal income tax on incomes accruing from the transfer of
IPRs.

− Deduction of special consumption tax for new products based on internal R&D.
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− Income tax exemption for foreign scientists and engineers employed for R&D.

− Tax credit for the donations to GRIs.

− Exemption of income tax on royalties accruing from on–the–job inventions.

− Direct R&D subsidy for SMEs within KWR 100 million or 75% of the total investment.

− Provide individuals or SMEs with new ideas or technologies with a maximum financial
support of KWR 100 million per project for either the production of test product or
commercialisation of the new technologies.

Measures to enhance the efficiency of the support

− Introduction of competitive system in government funding for R&D: In the past, GRIs were
given preference in government R&D funding, but following the reorganisation of GRIs,
GRIs, universities, and private R&D organisations are given equal opportunity in government
R&D programmes.

− To promote public/private partnership in R&D, the following measures have been taken:

a) Promotion of Industry–University Joint Graduate programmes (Ministry of Education).

b) Facilitation of the sharing of research facilities among industry, university and
GRIs(Ministry of S&T).

c) Promotion of industry–university–GRI joint research, through the Technology Incubating
Center program (Ministry of Commerce, Industry and Energy), Regional  Consortium for
industry–university–GRI collaboration (the Korea SME Administration), etc.

2.4 Technology diffusion and networking (No major changes,
covered in other sections to some extent.)

2.5 Technology–based firms and new growth areas

1) Promotion of venture capital:

− Stimulate the development of private venture capital by initiating venture capital through a
government fund – MOST Fund I (KWR 31 billion, 1998), MOST Fund II (KWR 43 billion,
1999), IT Investment Club (initiated by the Ministry of Information and Communication,
1999).

− Promotion of capital market for new start–ups: the development of the KOSDAQ, a second
stock market for new start–up businesses. The trade volume at KOSDQ now exceeds that of
the Korea Stock Exchange.
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2) Development of infrastructure

− Development of techno–parks (Ministry of Commerce, Industry and Energy).

− Development of venture towns.

3) New growth areas: IT, bio–technology, internet–based businesses, etc.

2.6 Labour–related measures

− Legislation to enhance the flexibility of the labour market.

− Organisation of the Labour– Employer–Government Committee for joint consultation on
labour issues.

2.7 Policy evaluation

The National S&T Council conducts S&T policy evaluation under the chairmanship of the President. The
results of the evaluation are reflected in the budgetary process as well as in policy priority setting. In 1999,
NSTC evaluated the major government R&D programs, the results of which have been directly reflected in
the allocation of the R&D funds among government R&D programs. Thus far, there has not been any
evaluation that NSTC conducted on specific policy, but policy evaluation is the main function of NSTC.


