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An Analysis of the International Trade and
Economic Growth:
The Impact of Foreign Capital and Export on
Economic Growth in Korea

KIM Byoungki*

Abstract

" This paper analyzes the impact of international trade on economic growth in
developing countries employing ordinary least squares method, The two gap model of
Chenery was applied as the theoretical framework for the analysis. It estimates the
relationships between foreign aid, public and private loans, foreign direct investment,
trade and economic growth in Korea.

The results of the analysis provide empirical support for the hypothesis that trade
has been an important engine of growth in Korea. Export réceipts and foreign capital
inflow such as public and private loans, foreign direct investment have tended to
minimize the problem of foreign exchange constraint for Korea and provided her with
the capacity to import capital equipment which is necessary for rapid economic
growth in the period from 1970s to 1980s. However, foreign aid coefficient in the period
1955~72 was small and not statistically significant at conventional levels.

In the period 1955~61 and 1990~98, the regression coefficients of the export
variable was relatively small positive impact on economic growth but not statistically
significant. And the coefficient of public and private loans variables were negative
impact on economic growth and not statistically significant.

The results of this analysis also provide statistical evidence that the foreign aid
toward Korea has not played an important role to economic growth. However export
and foreign capital inflows have contributed toward filling the gaps in the critical

supplies of imported goods and in the total volume of investment and, thus,

* Research Student, Graduate School of International Cooperation Studies, Kobe University.
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contributed to the growth of gross domestic product‘ over the period of 1970s and
1980s.





