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ABSTRACT

In recent years, the knowledge service industry is getting much attention in terms of the role as new growth
driver and employment creation sector whereas the overall potential growth rate in Korea has been slowed due
to reduced investment and employment in manufacturing sector. This study examines how the knowledge service
industry contributes to economic development and employment creation by analyzing the structure transition
pattern of the knowledge service industry from 1995 to 2010 and suggests, based on these results, some policy
implications for the industry’s development. It turns out that the knowledge service industry greatly contributes to
total production increase and employment creation during the period of 1995 to 2010. Special strategy for
increase in labor productivity will be required for the knowledge service industry to contribute consistently as
growth driver and employment creation sector since production increase rate and growth contribution level have
been gradually decreased while employment growth rate and its contribution level have been -consistently

increased in the knowledge service industry.
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Table 1. Scope and Classification in the Knowledge
Service Industry

Basic Sector
Industry Classification in the I-O
table
Agriculture/ F|Agriculture/Forestry/Fisheries 001-029
isheries/ Mini| .
ng Mining/Quarrying 030-044
Food/Beverages 045-084
Textile/Leather products 085-113
Wood/Paper products 114-128
Printing/Reproduction 129-130
. |Other manufactured products 288-297
Manufacturing
Petroleum/Coal products 131-141
Chemical products 142-171
Non-metallic minerals products 172-187
Basic metal products 188-208
Metal products 209-219
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General machinery 220-239
Electronic/Electrical equipment 240-267
Precision instruments 268-273
Transportation equipment 274-287
Electricity/Gas/Water supply 298-304
Construction 305-320
Wholesale/Retail trade 321-322
Accommodation/Food service 323-326
Transportation/Warehousing 327-340
General Real estate activities 354-356
services Other business services 368-371
Public administration/Defense 372-373
Social organizations 393-394
Other services 395-400
Communication/Broadcasting 341-347
Finance/Insurance 348-353
Research and Development 357-360
Business/Professional services 361-362
Advertising 363
Knowledge se Architecture/Engineering 364-365
rvices Computer related services 366-367
Educational services 374-376
Social welfare services 380-381
Medical/Healthcare/Sanitation 377-379,
services 382-383
Publ_ishing/Cultural/Entertainment 184-392
services
Others Dummy sectors 401-403
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Table 2. Average annual output growth by industry

(%, constant prices in 2005)

1995~ 2000~  2005—~  1995-
2000 2005 2010 2010
Agri-Fisher-Mining 0.7 0.1 1.7 0.8
Manufacturing 4.2 6.0 7.2 5.8
General services 8.1 5.0 43 5.8
Knowledge services 8.4 6.7 5.6 6.9
Others 4.7 5.1 0.0 3.2
All industries 5.6 5.7 6.0 5.8
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Table 4. Changes in the structure of output by sector in
the knowledge service industry

(%, constant prices in 2005)

Proportion of Output CAGR

1995 2000 2005 2010 (*95-°10)
Comm./Broadcasting 6.2 11.8 13.6 11.2 11.2
Finance/Insurance 303 277 245 25.1 5.6
R&D 5.8 5.1 5.8 7.0 8.2
Business/Professional 1.8 2.6 3.1 34 11.6
Advertising 4.0 2.4 2.1 1.7 1.0
Architecture/Engineering 74 59 4.0 43 3.1
Computer related 23 4.8 5.9 5.6 134
Educational services 196 163 16.0 15.8 54
Medical/Healthcare 123 136 14.2 15.8 8.7
Social welfare 1.2 1.4 1.9 2.1 10.7
Publishing/Culture 9.1 83 8.8 8.0 6.0
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Fig. 2. Ratio and growth of output in the knowledge
service industry
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Table 4. Changes in the structure of employment by
sector in the knowledge service industry

Proportion of employment 1995

(%) -

1995 2000 2005 2010 | 2010
Comm./Broadcasting 59 4.6 4.5 3.5 0.6
Finance/Insurance 357 257 166 151 -1.6
R&D 4.4 5.5 7.0 8.2 8.6
Business/Professional* 86 106 124 138 7.6
Advertising 1.0 0.7 0.7 0.7 1.3
Educational services 255 297 31.7 281 4.9
Medical/Healthcare 11.3 145 151 1le.1 6.7
Social welfare 0.7 1.9 4.8 84| 234
Publishing/Culture 6.8 6.9 7.2 6.0 3.4
Total 100 100 100 100
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Fig. 4. Ratio and growth of employment in the
knowledge service industry
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Table 5. Contribution to economic growth by industry
(%)

1995 2000 2005 1995

2000 2005 2010 2010

Knowledge services 23.1 19.9 15.9 18.9
Comm./Broadcasting 53 3.7 0.5 2.7
Finance/Insurance 52 32 43 4.2
R&D 0.8 1.5 1.8 1.5
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Business/Professional 1.0 0.9 0.7 0.8
Advertising -0.1 0.2 0.1 0.1
Architecture/Engineering 0.7 -0.1 0.8 0.5
Computer related 2.3 1.7 0.7 14
Educational services 2.3 3.1 2.4 2.6
Medical/Healthcare 3.8 3.1 33 34
Social welfare 0.4 0.6 0.4 0.5
Publishing/Culture 1.6 2.0 0.9 1.4
Agri-Fisher-Mining 0.4 0.1 0.6 0.4
Manufacturing 43.1 58.2 68.0 59.0
General services 31.7 20.0 15.5 20.8
Others 1.7 1.8 0.0 1.0
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Table 6. Contribution to employment by industry (%)
1995 2000 2005 1995
2000 2005 2010 2010
Knowledge services 46.4 33.6 48.0 58.6
Comm./Broadcasting -3.0 1.5 0.3 0.4
Finance/Insurance -25.0 -8.8 53 -5.2
R&D 6.3 4.8 5.5 7.4
Business/Professional 12.1 7.0 8.6 11.7
Advertising -0.8 0.2 0.3 0.2
Educational services 29.4 13.9 8.6 18.2
Medical/Healthcare 18.3 6.0 9.2 12.8
Social welfare 53 6.2 8.9 10.2
Publishing/Culture 3.7 2.8 1.4 3.0
Agri-Fisher-Mining -17.0 0.5 0.6 -2.5
Manufacturing -175.6 28.0 12.6 -10.3
General services 46.2 37.9 38.8 54.2
AhE: g23Y, 1995, 2000, 2005, 2010=2] ZF 4k
A
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Fig. 5. Contribution to economic growth and employment
in the knowledge service industry
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