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A Study on Strategies for Strengthening Capacity in the Korean Footwear Industry :
Focusing on the Southeastern Shoe Cluster and the Kaesong Industrial Complex

Do Gyu Jang

Graduate School of Management of Technology
Pukyong National University

Abstract

This study analyzes the environmental factors of the shoe cluster around Busan in
southeast Korea—the center of the Korean footwear industry—to examine ways to
develop it and find policy measures to secure the sustainability of the footwear industry.
The Korean footwear industry is a traditional manufacturing-oriented sector and has
structural problems like those experienced by all other traditional industries. This is a
study of the ways to overcome these problems through innovation and policy measures
while maintaining the context —of the industry’s situation where the local shoe
manufacturing capacity is fast shrinking. The SWOT-AHP analysis technique is used to
find alternative strategies to strengthen the manufacturing capacity of the Korean
footwear industry. The highest opportunity factor was found in the plan to develop the
footwear industry in the southeast. Priority factors see the government’s efforts to
reopen the Kaesong Industrial Complex through inter-Korean cooperation as important
for the southeastern footwear industry to overcome the limitations of OEM-based,
labor-intensive industry practices. Research & development capabilities, knowledge
management, and marketing policies of homegrown footwear companies are identified as
important areas for developing alternative strategies to respond to the erosion of the

domestic market by international brands.

- 166 -



Through these factors, this study intends to explore policy measures for the sustainable
development of the footwear industry. The approach uses the "inter-Korean economic
cooperation opportunity,” identified as a priority factor, for the strategy to strengthen the
manufacturing capacity of the footwear industry. This study intends to secure the
legitimate role of the footwear industry in the mutually beneficial cooperation model
between the two Koreas based on the necessity and value of creating a shoe-only
cluster using the Kaesong Industrial Complex, which is a special economic zone located
in North Korea. The potential for creating an exclusive footwear cluster in the Kaesong
Industrial Complex 1is confirmed by taking into consideration the strength of the
footwear cluster in the Southeast, and the socio—economic conditions of North Korea.
This study makes policy suggestions to strengthen the footwear industry’s
manufacturing capabilities by establishing it as the leader of a mutually beneficial
inter-Korean cooperation model based on the paradigm of a peaceful economy.

Through this study, experts in the shoe industry have discovered the desire for the
reopening of the Kaesong Industrial Complex as a means to secure the sustainability of
the Korean shoe industry based on OEM manufacturing. Considering the economic
conditions of the two Koreas and their ability to utilize the Kaesong industrial complex as
a hub for inter-Korean economic cooperation, specialization in a labor-intensive light
industry is necessary. This can act as a stepping stone to establishing infrastructure for
the creation of a shoe cluster based unified economy that will not only attract South
Korean companies but also companies across the world. It is regrettable that the creation
and full utilization of the complex’s shoe cluster cannot be an issue on the negotiating
table unless North Korea's hostile stance toward the US changes, and unless the US-led
sanctions are lifted. It is also unfortunate that the causes and effects of relationships
between various variables were not considered in strengthening the footwear industry’s
manufacturing capacity. However, given this is a first of its kind study exploring the
Kaesong Industrial Complex from the footwear industry’s perspective, it is expected to add
momentum to promote further studies on ways to revitalize the footwear industry by

taking advantage of the Kaesong Industrial Complex.
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