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Executive Summary

The trade dispute between the U.S. and China has brought anxiety to the global
value chain in time of COVID-19 pandemic. In addition, as labor costs in developing
countries continue to rise, it became inevitable that reorganization of the global value
chain and relocation of production facilities for developing countries to the developed
countries. Policy support for re-shoring is also increasing.

A re-shoring policy is also being implemented in Korea because of the instability
of the global value chain. Policies such as corporate tax reduction, providing the
land, subsidy for R&D expenses, and smartization of obsolete industrial complexes
are supported. However, there are not enough companies returning their factories
to home country due to increasing of labor costs, tariff risks caused by the spread of
global protectionism.

In this report, we derive digital transformation strategies to increase the re-shoring.
First, policy support of smart factories should be considered along with the re-shoring
promotion policies. This prevents companies from increasing production costs due
to increased labor costs when re-shoring to their home countries and enables quality
maintenance by introducing smart factories. Second, government needs to support
companies that additionally introduce production facilities in Korea. Companies
need to enable the linkage between overseas and domestic production facilities.
Third, it needs to promote companies with manufacturing smartization capabilities to
transfer its know-how to small and medium-sized enterprises (SMEs). Fourth, through
collaboration needs to be promoted between traditional manufacturing companies
and digital platform companies to expand its global distribution channel.
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