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Abstract

Economic development is a dynamic process involving both structural transformation and
economic growth. Therefore the speed of structural change carries significant implications
as it shapes the relative economic performance of nations. The current stagnant economic
situations of Japan and Korea can largely be attributed to the slowing speed of structural
change. This study traces structural change in both countries since the 1970s. The study
identifies a notable deceleration of structural changes in both economies since the 2000s.
The finding suggests that both economies have failed to upgrade their industrial
structures  significantly while the world economy has experienced industrial and
technological transformation. This study also confirmed that the speed of structural
change strongly influences economic growth. As the speed of structural changes reflects
the capacity of an economy to allocate resource efficiently, it could be a good candidate
index for innovation. Therefore growth stagnation in both economies may be an
inevitable result of delayed structural transformation, suggesting that Korea and Japan
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may face the “ advanced income trap”. While both countries have pursued industrial
policy reform in one way or another, those efforts appear ineffective in producing real

change when measured by the speed of industry structure in this study.
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