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Preface
The Bank of Korea (BOK) has now compiled Korea’s national income statistics for a period
of over fifty years steadily developing a high level of expertise since the BOK was
designated to an official agency for the compilation of national income statistics in 1957. It
has also done its utmost to adopt advanced techniques and to enhance the quality of national
income statistics.
In 2009 at the time of revising the reference year to 2005, there were big changes in the
system of compiling Korea’s national income statistics. Firstly, the estimation method of
real gross domestic product (GDP) was changed from the fixed weighted method to the
annual chain-linking method in accordance with the recommendations of the 1993 SNA
(system of national accounts). Secondly, the direct estimation method for expenditure
components such as consumption and investment was adopted. In addition, more relevant
source data and other improved estimation methods have been newly applied to enhance the
accuracy of the national income statistics.
The BOK is meanwhile committed to strengthening transparency in the compilation
procedures of national income statistics and to deepening users’ understanding of those of
Korea. For this purpose, the manuals on Korea’s national income statistics have been
published in both Korean and English versions, and have been revised on the occasion of
major changes in methods and source data.
This revised manual is focused on reflecting the recent changes in estimation methods and
source data, and on critical issues including real GDP estimation method, seasonal
adjustment and benchmarking method.
I hope this book will provide effective help to many users seeking to understand and utilize
Korea’s national income statistics. Moreover, we promise to strive for the further
development of national income statistic in the future, and anticipate great interest and sage
advice of all those consulting this work.

KIM, MYUNG KEE
Director General
Economic Statistics Department
The Bank of Korea
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SDR
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Value Added Tax
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Chapter 01 Basic Concepts
1. Concepts of National Income
1.1
Various statistics, such as those concerning the balance of payments, foreign
exchange reserves, fiscal scale and the production of motor vehicles, could be used to
measure the economic power of a country and the living standards of its people. However,
these indicators show only a section of the national economy. Accordingly, there are in
reality many constraints in measuring the overall economic situation. What is needed is an
indicator that can comprehensively represent a country’s economic power and the living
standards of its people, and national income statistics can serve as the most effective
benchmark indicator for these two national traits.
1.2
National income refers to the total market value of goods and services newly
produced by all economic units, including households, enterprises and the government
within a country during a certain period (for example, a quarter or a year). It is often known
by the term, Gross domestic product (GDP).
1.3
Income, for its part, can be seen through its economic, tax-generating and social
statistical aspects. For national accounts, however, income is defined as total (value added)
production, excluding intermediate input from the output produced by each economic unit.
In summary then:
• Production (Value Added) = Output - Intermediate Input

2. System of National Accounts and National Income Statistics
1.4
National income statistics are not the sole means for capturing a national
economy’s flow: Supply specifics and the disposal of goods and services could be measured
by the Input-Output Tables; the circulation of funds between economic sectors by the Flow
of Funds Accounts; external transactions by the Balance of Payments; and the status of
assets and debts within a national economy at a given point of time by the National Balance

Concepts, Sources and Methods
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18 Korean System of National Accounts

Sheet. However, in terms of theory, these statistics have been developed independently and
differ in their respective methodologies and standards of compilation. Consequently, a
framework that tethers these statistics to one common standard is needed to grasp a national
economy comprehensively and systematically.
1.5
Recognizing this necessity, the United Nations prepared an international standard,
called the System of National Accounts (hereafter SNA), which systematically links various
statistics. The system links Input-Output Tables to the production account of national
accounts; National Income Statistics to the production, income and capital accounts; Flow
of Funds Accounts to the financial accounts; the Balance of Payments to the external
account; and the National Balance Sheet to the balance sheet account.
1.6
In this way, the national accounts systematically link five sets of statistics —
National Income Statistics, the Input-Output Tables, the Flow of Funds Accounts, the
Balance of Payments and the National Balance Sheet — and consistently record goods and
services transactions and the flow of funds in the overall national economy using the same
accounting method. As a result, the national accounts can be seen as a national economy’s
general financial statement, representing a snap shot of national economic activity and the
status of a nation’s assets and debts at a certain point of time.
Chart I-1-1

Breakdown of National Accounts System
by Five Sets of Statistics
Production Account

Input - Output Tables

Income Account

National Income
Statistics

Capital Account
National Accounts
Financial Account

Flow of Funds
Accounts

External Account

Balance of Payments

Balance Sheet Account

National Balance
Sheet
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Chapter 01 Basic Concepts 19

3. Circular Flow of National Economy
1.7
A national economy grows through reiterative processes of generating income
through production activities, distributing and disposing of the income generated, and
financing and accumulating the capital necessary for income generation. This cycle is
known as the circular flow of income.
1.8
First, in the course of generating income, production agents (mainly enterprises)
combine machinery, buildings, production factors and raw materials to produce goods and
services. When the produced goods and services are sold for the purpose of investment or
consumption, the portion of the sales price exceeding total production cost refers to
generated income.
1.9
Distribution of income refers to the process of distributing generated income to
those who supply production factors (e.g. labor, land and capital, etc.). Compensation of
employees1 is distributed to households offering labor, the operating surplus2 to production
agents themselves, and taxes on production and imports to the government.
1.10
Income disposal occurs when economic units (i.e. households, enterprises and
government) purchase goods and services necessary for carrying out economic activities
with earned income or save the remaining portion to be utilized as investment capital.
1.11
Production must be accompanied by investment in related facilities in order to
enable the economic units to generate and distribute income continuously. The financing of
capital means the source of funds for investment and the accumulation of capital emerges as
investment in production facilities. For example, enterprises first appropriate capital for
investment from their own internal reserves and then come to rely on loans from financial
institutions and the issuance of stocks or corporate bonds to meet capital shortfalls as
needed for the purchase of factory sites, buildings and machinery.

1) This includes cash or wages in kind, social security and pension fund payments, and contributions to employee insurance plans paid
out by employers.
2) This is a similar concept to operating profits on the corporate statement of profit and loss, but strictly speaking there are differences
in the depreciation method and the inventory asset assessment method.

Concepts, Sources and Methods

–„„˛ Ł`⁄(¿ )-1

-12~25

2011.2.16 9:59 PM

˘

` 20

ntech4 C9600 2400DPI 175LPI

T

20 Korean System of National Accounts

1.12
Putting the circular flow of a national economy that we have been looking at so
far into specific figures produces the national income accounts, which reveal the circular
flow of a national economy correctly, comprehensively and systematically.

Table I-1-1
Generation

Circular Flow of Income
Distribution

Disposal
Current taxes (government)

Gross output

Compensation of
employees
(households)

Compensation of
employees

Final consumption
Savings (investment)
Interest, dividends,
rents (households)

(-) Intermediate
input

Operating surplus
(enterprises)

Operating
surplus

Current taxes (government)
Savings (investment)

Consumption of fixed
capital(enterprises)

Consumption of
fixed capital

Taxes on production and
imports
(government)

Taxes on
production and
imports

Internal accumulation
(investment)
Aid (households)
Final consumption
Savings (investment)

Value added
(income)

Value added
(income)
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Chapter 02 History of National Accounts in Korea
2.1
The history of Korea’s national income statistics can be traced back to around the
end of the colonial period. Before Liberation (the period from 1937 to 1945), the Ministry
of Finance of the Government-General of Chosen (the colonial Japanese government)
compiled rough estimates annually. Immediately after liberation (1945 to 1957), the
Planning Office, the Ministry of Finance and the Bank of Chosen (the Bank of Korea from
1950) compiled national income statistics from the economy’s production, distribution and
expenditure sides, respectively.
2.2
The Economic Coordination Office of the UN, established to support post-war
reconstruction work, also estimated national income independently to attain guidelines on
assistance policy. However, insufficient data sources and differing estimation methods
resulted in widely divergent figures, a lack of consistency and confusion.
2.3
In August 1957, the Tax Advisory Team of the U.S. Treasury Department, led by
Dr. James K. Hall, visited Korea and noted in a paper entitled the Recommendation for
Korea’s Gross National Product (GNP) that the Korean government should avoid compiling
statistics that lack consistent verification from a number of organizations and call on the
Bank of Korea to compile national income statistics. The Korean government adopted this
recommendation, and the Bank of Korea became Korea’s official compiler for national
income statistics.
2.4
In 1958, the Bank of Korea used the 1953 SNA recommended by the UN to
calculate the country’s annual GNP and related expenditures at current and constant prices
(base year 1955). It also retroactively estimated the annual GNP from 1953 to 1957. It built
the foundation for Korea’s national income statistics in 1959 by adding a distribution-side
national income series, a general government balance table and an external transactions
table, among other calculations.
2.5
From the early 1960s, demand for quarterly statistics became acute as an essential
component for the government’s economic development plans. As a result, the Bank of
Korea began producing quarterly analyses together with retrospective estimates going back

Concepts, Sources and Methods
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24 Korean System of National Accounts

to 1960. Quarterly reports became institutionalized starting in 1968.
2.6
In 1986, the Bank of Korea began integrating National Income Statistics, the
Flow of Funds Accounts and Balance of Payments table and in 1988 combined a production
account that linked the Input-Output Tables with the National Income Statistics.
2.7
In 1995, it changed the key indicator of economic growth from the previous gross
national product (GNP) to gross domestic product (GDP). From 1999, it introduced gross
national income (GNI) and began to release quarterly nominal gross domestic product and
seasonally adjusted statistics.
2.8
The Bank of Korea completed the shift to the 1993 SNA in 2004, including the
valuation of output by basic prices, change of disposal method of financial intermediation
services indirectly measured (FISIM), expansion of the scope of capital formation and fixed
capital consumption, along with adjustments to the base year of 2000. Following its first
announcement of “advance” quarterly estimates in 2005, the Bank of Korea in 2006
completed the work of converting the main indicator of quarterly economic growth from a
year-on-year comparison based on the previously collected series of data to a quarter-toquarter comparison based on a seasonally adjusted series.
2.9
In 2009, in accordance with 1993 SNA recommendations, the method for the
compilation of real GDP statistics was changed from the fixed-weighted method to the
annual chain-linking method (reference year 2005) to reflect changes in economic situations
more immediately. Moreover, the estimation method for expenditure components was
altered from the commodity-flow method, which was based on a production-approach
measurement of national income, to the direct estimation method (expenditure approach).
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Table I-2-1

History of National Accounts in Korea

Year

Contents

1937~45

Rough estimates of total production volumes by item were developed annually by the
financial bureau of the Government-General of Chosen.

1945~57

Various organizations, including the Planning Bureau, the Bank of Chosen and the
Financial Bureau, developed national income estimates independently, resulting in a
confusing and huge disparity of estimates.

1957

The Bank of Korea was designated official compiler of national income and related
statistics.

1958

‘Gross Domestic Product by Industry’ and ‘Expenditure on GDP’ estimates for every year
from 1953 to 1957 developed in accordance with the 1953 SNA as recommended by the
UN.

1968

Compilation of quarterly national income statistics began.

1986

National Accounts combined with National Income Statistics, Flow of Funds Accounts and
Balance of Payments released in accordance with the 1968 SNA.

1988

Input-Output Tables and National Income Statistics connected to compile production
accounts, completing national accounts by consolidating four of five national economic
statistics with the exception of the national balance sheet.

1995

Main index for economic growth rate shifted from GNP to GDP.

1999

1993 SNA was partially reflected by adopting GNI, and release calendar was set in
advance in accordance with the IMF’s SDDS. In addition, quarterly nominal GDP and
seasonally adjusted statistics were released for the first time.

2004

Primary 1993 SNA standards were reflected, leading to complete adoption of the 1993
SNA systems.

2005

Advance estimates of quarterly GDP were released for the first time.

2006

Primary quarterly GDP index shifted from year-on-year percentage change based on
original series to period-on-period percentage change based on seasonally adjusted series.

2009

In accordance with 1993 SNA recommendations, the method for the compilation of real
GDP statistics changed from a fixed-weighted method to the annual chain-linking method
(reference year 2005). The estimation method for expenditure components altered from
commodity-flow method, which was based on the national income measured by
production approach, to direct estimation method (expenditure approach).
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Chapter 03 Introduction
3.1
The SNA (System of National Accounts) was derived by the UN and other
international organizations as a guide or standard to compile national accounts. It includes
National Income Statistics, Input-Output Tables, Flow of Funds, Balance of Payment and a
National Balance Sheet. For Balance of Payments, IMF guidelines are used, but they are
almost identical to those of the SNA in terms of concept, recording method and coverage.
3.2
The SNA is a consistent and integrated statistical system with internationally
agreed concepts, definition, classification, and accounting methods aimed at facilitating
economic policies and economic analyses. So, the SNA is heavily dependent on economic
principles and business accounting systems, such as double-entry bookkeeping, but
economic theories are preferable to business accounting principles. All the transactions
registered in each account comprise a consolidated system matched with corresponding
items from another account.
3.3
The original 1953 SNA has been revised three times — 1968, 1993, 2008 — to
reflect changes in the economic environment. A country applies one of the four SNA
versions, according to its economic situation. Korea’s national account is compiled in
accordance with the 1993 SNA, and introduction of the 2008 SNA is slated for 2014 when
2010 will become the new reference year.

Concepts, Sources and Methods
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Chapter 04 Composition of National Accounts
1. Composition of Accounts
4.1
The five national economic statistics included in national accounts are introduced
briefly below. The system of accounts used in the 1993 SNA consists of a central
framework and supplemental (other) framework. In addition, the central framework is
composed of several sub-accounts which show production, income, consumption,
accumulation, wealth and other fundamental economic phenomena. The other framework
consists of satellite accounts and the social accounting matrix (SAM).
Table II-4-1

System of Accounts for the 1993 SNA

Integrated economic account
Supply-Use table
Central
Framework

Financial transaction table & financial asset/liability table
Functional analysis
Population and employment table

Satellite
account
Other
framework

Function-oriented satellite accounts:
Environmental protection, R & D, health,
education, tourism, etc.
System of Integrated Environmental and Economic
Accounts (SEEA)

Social accounting matrix (SAM)
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2. Structure of Integrated Economic Account
4.2
Integrated economic account is the principal part of the central framework and
reveals the overall national economy by recording all transactions between each
institutional sector, all assets and liabilities and all the changes among assets. It comprises
the current account, accumulation account, national balance sheet and external transaction
account.
Table II-4-2

Structure of Integrated Economic Account
Production account
Generation of primary

Current
Account

Primary distribution

income account

of income account

Allocation of primary

Income account

income account
Secondary distribution of income account
Redistribution of income-in-kind account
Use of income account

Capital account
Accumulation

Financial account

Account

Other changes

Other changes in volume of asset account

in asset account

Revaluation account

National
Balance Sheet

Opening balance sheet
Changes in balance sheet account
Closing balance sheet

External

Current account

Transaction

Accumulation account

Account

Balance sheet
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A. Current Account
4.3
The current account is divided into production and income accounts which show
the production of goods and services and the generation, distribution, redistribution and
disposal of income.
4.4
First, the production account records the results of production, such as gross
output, intermediate consumption and value added. By summing all the value added by
each institutional sector, gross domestic product can be calculated.
4.5
The income account is divided into primary and secondary distribution of income
accounts and the use of income account. Moreover, the primary distribution of income
account can be divided into generation of income account and allocation of primary income
account. Consequently, the income account shows how income is generated and allocated or
redistributed and how much disposable income each economic participant spends or saves.
B. Accumulation Account
4.6
The accumulation account records assets and liabilities as a result of transactions
or other activities within institutional sectors. It is composed of the capital, financial, and
other changes in asset accounts.
4.7
The capital account records capital formation and net saving carried over from
the current account as the source of capital formation.
4.8
The financial account records the transactions of financial products between
institutional sectors. The net lending in the capital account and the difference between
financial assets and financial liabilities in the financial transaction account should be equal
theoretically, but it is very hard to make them equal in practice.
4.9
The other changes in asset account is divided into the other changes in volume of
asset account and the revaluation account. The other changes in volume of asset account is
an account that records the changes of assets and liabilities caused by other factors besides
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typical transactions. The revaluation account records the changes caused by the changed
price structure.
C. National Balance Sheet
4.10
The national balance sheet consists of the opening balance sheet, changes in
balance sheet account and closing balance sheet, records assets and liabilities of each
institutional sector at the opening and closing accounting period. The closing balance sheet
is derived by reflecting the changes from the opening balance sheet.
D. External Transaction Account
4.11
The external transaction account records current transactions between residents
and non-residents and assets and liabilities related to each transaction. It is composed of the
current account, accumulation account and balance sheet, which have the same framework
of domestic accounts.
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Table II-4-3

Basic structure of integrated economic account

[Current Account]
Production Account
Uses

Resources

Intermediate consumption

Gross output

Value added

Primary distribution of income account
① Generation of income account
Uses

Resources

Compensation of employees

Value added

Taxes on production and imports
Subsidies(-)
Operating surplus/mixed income

② Allocation of primary income account
Uses
Paid property income

Resources
Operating surplus/mixed income
Compensation of employees
Taxes on production and imports
Subsidies(-)

Balance of primary incomes

Received property income

Secondary distribution of income account
Uses

Resources

Paid current transfers

Balance of primary incomes

Disposable income

Received current transfers
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Redistribution of income in kind
Uses

Resources

Paid social transfers in kind

Disposable income

Adjusted disposable income

Received social transfers in kind

Use of income account
Uses

Resources

Final consumption expenditure

Disposable income

Adjustment for the changes in net equity

Adjustment for the changes in net equity

of households in pension funds

of households in pension funds

Saving

[Accumulation account]
Capital account
Changes in assets

Changes in liabilities and net worth

Acquisitions less disposables of non-financial assets
Net lending (+) / net borrowing (-)

Saving
Capital transfers
Changes in net worth due to saving and capital
transfers

Financial account
Changes in assets

Changes in liabilities and net worth

Net acquisition of financial assets

Net lending (+) / net borrowing (-)
Net acquisition of financial liabilities

Other changes in volume of asset account
① Other changes in volume of asset account
Changes in assets

Changes in liabilities and net worth

Non-financial assets

Liabilities

Financial assets

Changes in net worth due to other changes in
volume of asset
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② Revaluation account
Changes in assets
Nominal holding gains and losses

Changes in liabilities and net worth
Nominal holding gains and losses
Changes in net worth due to nominal holding
gains and losses

[National balance sheet]
Opening balance sheet
Assets

Liabilities and net worth

Non-financial assets

Liabilities

Financial assets

Net worth

Changes in balance sheet account
Assets

Changes in liabilities and net worth

Changes in non-financial assets

Changes in liabilities

Changes in financial assets

Changes in net worth
- due to saving and capital transfers
- due to other changes in volume of assets
- due to nominal holding gains and losses

Closing Balance Sheet
Assets

Liabilities and net worth

Non-financial assets

Liabilities

Financial assets

Net worth
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Chapter 05 Conceptual Elements of National Accounts
5.1
National accounts are consolidated tables which systematically record in a
designated method all the transactions among many economic subjects in terms of
production, distribution and expenditures.
5.2
National accounts are intended to provide useful data for analyzing overall
national economic circulation for policy development, research and international
comparisons. All transactions occurring in a national economy should be classified and
integrated to match one of the purposes prescribed above. Moreover all transactions should
be defined and recorded in a consistent manner.

1. Classification of Economic Subject
A. Institutional Unit and Institutional Sector
5.3
Many economic subjects — retailers, housekeepers, enterprises, government
agencies, to name a few — play diverse roles in a national economy. However, because it is
impossible to compile national income statistics for each subject, they are grouped
according to similar purposes or functions. The 1993 SNA correspondingly defined
institutional units and institutional sectors to facilitate economic analysis.
5.4
An institutional unit is an economic entity capable in its own right, owning assets,
incurring liabilities and engaging in economic activities and transactions with other entities.
It is largely one of two forms, an individual entity or a legal or social entity, such as a
corporation or government agency. Social entities also have responsibilities or duties linked
to their economical decisions, although they are limited. In the national account system,
domestic institutional units are classified by five sectors according to function, behavior and
purpose. The rest of the world falls into a separate non-resident sector.
B. Classification by Institutional Sector
5.5

The five resident sectors consist of non-financial corporations, financial
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corporations, the general government, non-profit institutions serving households (NPISHs),
and households.
Non-financial corporations provide the market with goods and non-financial services.
Financial corporations include institutional units engaged in financial intermediation and
financial ancillary activities.
The general government produces non-market goods and services and redistributes income
and wealth among the other institutional units.
The NPISHs mainly produce non-market productions for households with funds voluntarily
donated.
Finally households consist of one person or several persons and include non-corporate
enterprises owned by households. The sector’s main purpose is defined as supplying labor,
being the final consumer of goods and services, and producing as enterprises.
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Table II-5-1
Institutional
Sector
Institutional
Unit
Corporations
(including quasi
-corporation
enterprises)

Institutional Units and Sectors
Non-profit
Non-financial

Financial

General

corporation

corporation

government

institutions
serving
households

Non-financial
corporations
(including quasi
-corporation
enterprises)

Financial
corporations
(including quasi
-corporation
enterprises)

General
government
(including social
security funds)

General
government
(including social
security funds)

Households
Non-profit
Institutions

Households

Households
Non-profit
non-financial
institutions
engaged in
market
production

Non-profit
financial
institutions
engaged in
market
production

Non-profit
non-market
institutions under
the control and
financial
support of the
government

Non-profit
non-market
institutions
serving
households

5.6
The total economy consists of all the institutional units who reside within the
economic boundary of a nation. The economic boundary is primarily its geographic
boundaries but is not limited to that. Residency is determined not just by nationality or legal
criterion but by economic activity over a designated period (typically one year) within the
same area. External transactions involve those between residents and non-residents and are
recorded in the rest of the world account. The rest of the world functions as a separate
institutional sector.
Non-financial Corporations
5.7
Non-financial corporations are enterprises that produce goods and non-financial
services and are explicitly independent from their owners. Independence means that the
income, expenditures, assets and liabilities are controlled and managed independently from
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the ownership. It includes all private and public incorporated enterprises serving nonfinancial activities, unincorporated enterprises or quasi-corporations that have complete
accounting systems.
Financial Corporations
5.8
Financial corporations are corporations or quasi-corporations whose main activity
is financial intermediation or financial ancillary service. Financial intermediation means the
intermediation of cash shortage and surplus through a financial market. Financial ancillary
service is an assistant activity that accelerates financial intermediation and is closely related
to financial intermediation.
5.9
Financial corporations are sub-divided into the central bank, depository
corporations, other financial intermediaries, life insurance companies, and non-life
insurance companies.
5.10
The central bank is the institutional unit whose principal role is to issue currency,
to manage the reserve deposits of other depository corporations and government deposits, to
manage official foreign exchange reserves, and to exercise bank supervisory functions.
5.11
Depository corporations are institutional units which are primarily engaged in
financial intermediation and which have liabilities in the form of deposits or financial
instruments. They are sub-divided into bank and non-bank depository corporations.
5.12
Other financial intermediaries are institutional units primarily engaged in
financial intermediation, but not the central bank, depository corporations, life insurance
and non-life insurance corporations.
5.13
Life insurance corporations are institutional units which offer life-related
insurance, and institutional units (pension funds) that are established for the purpose of
providing retirement benefits to specific groups of employees.
5.14

Non-life insurance corporations, which are similar to life insurance corporations,
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are institutional units providing insurance related to accidents or fire to individual
institutional units or groups of units.
5.15
Financial auxiliaries are corporations such as securities institutions3, financial
supplementary service institutions and insurance supplementary service institutions.
General Government
5.16
Government units are unique legal entities established by political processes that
have legislative, judicial or executive authority over other institutional units within a given
area. As institutional units, government’s principal functions are to provide public and
social services which other units cannot supply sufficiently to the community and individual
households for free or at a low cost. As its purpose of economic activity is not pursuing
profit, it doesn’t have operating surplus unlike other economic units. And, as its outputs are
not sold in the market, government finances production costs mainly through tax revenue.
5.17
General government is divided into central government, local government and
social security funds, such as the national pension fund. Public non-profit institutions like
the Korea Development Institute (KDI), which is a research institute serving the
government, are also classified within the general government sector.
Non-profit Institutions Serving Households (NPISHs)
5.18
NPISHs provide educational, medical, religious and other social services free or at
low prices below economically significant prices. Labor unions, consumer groups or charity
organizations funded by voluntary donations are included. Non-profit institutions which have
only one or no full-time employees are classified as households rather than an NPISHs.
Households
5.19

A household is defined as a group of persons who share the same accommodations

3) Among securities institutions, securities companies are recognized as performing financial intermediary functions between investors
and the Korea Securities Finance Corporation through customer deposits.
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and some or all of their income and wealth and who consume certain types of goods and
services collectively (mainly housing and food). A household is the main subject of
consumption expenditure activities related to production and disposal of goods and
services. It also can be a producer of goods and services for sale or transaction in the market
by owning and controlling unincorporated enterprises. It sometimes produces goods and
services for the inhabitants’own final use.
The Rest of the World
5.20
The rest of the world sector is composed of all institutions not residing in the
country who have transactions or interests with residents there. So the external transaction
account is likely to not satisfy a complete accounting system because it records only
economic relationships between residents and non-residents. In addition, embassies, foreign
military forces or international organizations are regarded as the rest of the world, even
though they are physically located in a national territory.

2. Principal Transaction Items
2.1 Production Account
A. Gross Output
5.21
Output (or control total) means the sum of goods and services produced during a
certain period, while figures for goods and services reflect the total sold in the market.
Output can be classified into three categories: market output, non-market output and output
for one’s own final use.
5.22
Market output is output which can be sold at economically significant prices in
the market or output which is produced for commercial sale.
5.23
Non-market output is output supplied free or at low prices below economically
significant prices by non-market producers like the government.
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5.24

Output for one’s own final use also entails no significant market transaction.

5.25
Output should be primarily valued on the basis of production time regardless of
whether it is involved in market transactions. In the event that market prices for valuation
do not exist, output is valued by the production or input costs.
5.26
As expenditure structure and the form of output differ according to production
units, the definition of output also differs. For instance, if an electronics company in the
manufacturing sector produces 10,000 TVs with a unit price of 500,000 Korean won, the
company’s output is 5 billion won. Whether or not the goods produced are sold is not
considered; all output produced is tallied up. If 5,000 TVs among the 10,000 units
subsequently are sold and the remaining ones are warehoused, the volume of output does
not change. Similarly, a farming household producing 10 bags of general rice priced at
160,000 won per bag produces output recorded at 1.6 million won even if family members
consume all of the rice themselves.
5.27
As previously stated, with regard to goods with market prices for transactions, it
is easy to calculate output by making use of production volume and unit prices. But the
outputs of the wholesale and retail trade industry are difficult to quantify, and financial
intermediation services provided by the finance sector require yet another separate
definition for output.
5.28
More specifically, in the wholesale and retail industry, output is measured as the
total value of the trade margins (wholesale and retail margins). The trade margin is defined
as the difference between the actual or imputed price realized on a good purchased for
resale and the price that would have to be paid by the distributor to replace the good at the
time it is sold or disposed of.
5.29
In regard to the transport and storage industry, output is measured by the value of
the amounts receivable for transporting goods or persons and for storing goods. In some
sectors of the service industry, incomes such as fares and commissions receivable for
providing services are calculated as output. For instance, income from lodging charges
represent the output of hotels or inns; income from tuition fees represents the output of
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educational institutes; and income from fares represents the output of passenger
transportation businesses such as buses and taxis.
5.30
However, in the case of the financial and insurance sectors, the question becomes
how to value the charges from the sale of services. First, in the finance industry, output is
calculated by adding up financial intermediation services indirectly measured (FISIM)4 to
the sales charges receivable for actual services as a result of remittance, money collection,
currency exchange or card businesses. Meanwhile, the output of the insurance industry is
measured as insurance premiums: Imputed sales are derived by deducting insurance claims
payable and changes in reserves from premiums receivable and the capital gains from
invested reserves.
5.31
Services supplied by government and non-profit institutions serving households
(NPISHs) are not traded in the market, so it is difficult to calculate their value based on
market prices. Accordingly, total input costs, which are measured as intermediate input
incurred in producing the services plus value added, are regarded as their output. In respect
to household services, the element input for service production is primarily labor, so the
total remuneration (compensation of employees) payable by a corporation to its employees
in return for work is regarded as the output.
B. Intermediate Consumption (Intermediate Input)
5.32
Intermediate consumption or intermediate input consists of the value of goods
and services consumed as inputs during the process of production. It includes indirect costs
for sales such as entertainment expenses, advertisement and publicity costs as well as
material costs.
5.33
Intermediate consumption and final consumption expenditures are classified
according to whether the goods or services enter the process of production or are consumed
by households, which are the final consumption units. For example, in the case of a bar of
soap or towel, if the employer purchases it and workers use it at a factory or office, it is
4) This means implicit profits stemming from financial intermediation services on deposits and loans, which is discussed in Box III-8-3
in Chapter 8.
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treated as intermediate consumption. But, if it is taken by workers and used in their home, it
is treated as a final consumption expenditure.
5.34
The distinction between intermediate consumption and gross fixed capital
formation depends on whether goods purchased by a producer are entirely used up in the
course of production during the accounting period or generate profits after the accounting
period. In particular, when expenditures on maintenance and repairs are undertaken with the
objective of simply keeping fixed assets in good working order, they are regarded as
intermediate consumption. But when they are undertaken with the objective of extending
the fixed assets’ expected service lives or improving productivity significantly, they must be
treated as gross fixed capital formation.
5.35
And, military fixed assets such as roads, landing strips and vehicles, which can be
used by the public for non-military purposes are treated as gross fixed capital formation.
C. Value Added
5.36
Value added refers to the value of goods and services newly created by
productive activity in any given period. It is obtained by deducting the value of intermediate
consumption (intermediate input) from the value of output. Namely, if an electronics
company inputs 3 billion won in intermediate consumption, including costs for purchasing
semiconductors and LCD panels, advertisement and publicity costs associated with the sale
of 10,000 TVs valued at 5 billion won, the value added created by the company becomes 2
billion won.
5.37
Value added consists of compensation of employees, operating surplus,
consumption of fixed capital, taxes on production and imports, and subsidies (a deduction).
Among these, consumption of fixed capital is used as financial sources for capital
accumulation, and the others are distributed as income for each institutional unit.
5.38
Value added is classified as gross value added when consumption of fixed capital
is included and net value added when consumption of fixed capital is excluded.
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2.2 Income Account
A. Compensation of Employees
5.39
Compensation of employees is defined as the total remuneration, in cash or in
kind, payable by an enterprise to an employee in return for work done by the latter during
the accounting period. It also includes employers’ contributions to social security or
pension funds on behalf of employees.
5.40
Payment in cash from employers equals total remuneration paid in the form of
cash and includes the tips that employees receive from customers.
5.41
Payments in kind describe goods and services provided to employees by
employers free or at discounted prices, and coverage is limited to those things that
employees can dispose of at their discretion for their own needs and desires. Goods and
services needed at the work place are excluded and are listed as intermediate consumption
during production.
5.42
The employers’ payments toward retirement allowances are also treated as
compensation for employees.
B. Taxes on Production and Imports & Subsidies
5.43
Taxes and subsidies on production and imports are sub-divided into those levied
on goods or services produced and other taxes or subsidies levied on production processes,
such as taxes payable on the machinery, buildings or other assets which are used for
production. Other government taxes and subsides not related to the production process are
not included and should be treated as current transfers or capital transfers.
C. Operating Surplus/Mixed Income
5.44
Operating surplus is the residual after deducting compensation for employees,
fixed capital consumption, net taxes and subsidies for production from gross value added. It
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contains an enterprise’s profit, net interest payment, and net rent payment. The products
produced by government or NPISHs are not assessed at market prices but at production
cost, so the corresponding value added of those products do not include the operating
surplus.
5.45
The 1993 SNA adopts the term “mixed income” as a new substitute for the
operating surplus of unincorporated enterprises. This reflects the fact that the income of an
unincorporated enterprise owned by a household includes compensation of employees and
pure operating surplus. Namely, the owner of an unincorporated enterprise simultaneously
plays the roles of entrepreneur and laborer.
D. Income of Quasi-corporations
5.46
A quasi-corporation is an unincorporated enterprise that has a complete income
statement and balance sheet accounts and behaves like a separate corporation in the aspects
of financing and operation.
5.47
The owner of a quasi-corporation can withdraw some or all of the income of the
enterprise, and it is listed as property income in the income account in the same manner as
corporate dividends.
E. Property Income
5.48
Property income is income received by the owner of a financial or tangible nonproduced assets in exchange for allowing another institutional unit to use such assets in a
production process. Property income is interest or dividends in the case of financial assets
and rent in the case of tangible non-produced assets.
5.49
Usage fees for patent or trademark rights are not regarded as property income,
like rent for leased property but are treated as intermediate consumption for enterprises or
final consumption expenditure for households and government.

Concepts, Sources and Methods

–„„˛ Ł`⁄(¿ )-2

-26~68

2011.2.16 9:59 PM

˘

` 56

ntech4 C9600 2400DPI 175LPI

T

56 Korean System of National Accounts

F. Non-life Insurance
5.50
Non-life insurance provides policy holders with compensation for accidents, such
as fire, natural disasters and diseases. Non-life insurance premiums are divided into net
insurance premiums and service charges payable to insurance companies. The net insurance
premium is a contribution to a claim paid by an insurer and is listed among current
transfers, while the service charge payable is treated as a service-related transaction for
which insurers are compensated.
G. Current Transfers
5.51
Current transfer is an income transaction (in cash and in kind) incurring without
any rewards in return. The current transfer can be divided into voluntary transfer and
compulsory transfer.
5.52
Compulsory transfers involve legal requirements or enforcements, such as current
taxes, penalties, mandatory levies, etc. Voluntary transfers include charitable donations,
offerings to religious organizations, etc.
5.53
The 1993 SNA expands the boundary of social insurance plans to private
insurance plans, so household contributions and benefits connected to private insurance
plans are listed under current transfer. Consequently, private insurance plan reserves are
recorded as a transfer transaction that adjusts the net equity for households.
H. Final Consumption Expenditure
5.54
Final consumption expenditure is an expenditure on goods and services for
consumption subjects such as households, NPISHs and government.
5.55
Final consumption expenditures include the consumption of newly produced
goods and services in the designated period, but some transactions cannot be included. Most
notably, purchasing a house is not classified as a final consumption expenditure but rather
fixed capital formation, because the SNA treats a house as an object acquired for the service
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it provides not an object to be consumed. Moreover, crops or services which homeowners
produce for their own final use are included as final consumption expenditures, even though
they are not sold in the marketplace.
5.56
Final consumption expenditures by governments and NPISHs, however, vary
slightly from those of households. Because government and NPISHs are subjects linked to
production as well as consumption, their purchases of goods and services are regarded as
intermediate consumption, not final consumption expenditures. Consequently, the final
consumption expenditure for government and NPISHs is their own final use of goods and
services produced by themselves. In other words, they input much higher costs than the
sales revenue in order to supply public and social services, and the differences between
their actual input costs and sales revenues are recorded as their final consumption
expenditures.
I. Savings
5.57
Savings are the residuals after deducting current expenditures, e.g. current
transfers or final consumption expenditures, from current income. They are used as
resources for capital formation and connect the income and capital accounts.
2.3 Capital and Financial Accounts
A. Gross fixed capital formation
5.58
Producers sometimes purchase machinery or build factories to maintain
production ability or to enhance their competitiveness. These kinds of activities are usually
planned out with a long-run perspective. Capital goods are goods perennially used in the
production process as mentioned above. And the purchase of capital goods is called gross
fixed capital formation (GFCF) or gross fixed investment.
5.59
In other words, gross fixed capital formation is the net acquisition of fixed assets
during the accounting period. However, purchases or disposals of non-produced fixed assets
such as land are not included as GFCF.
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5.60
When purchased by households, the same type of fixed asset is treated as a final
consumption expenditure. For example, the purchase of a car for business purposes is
recorded as GFCF, while the purchase of a car by a household for leisure activity is treated
as a final consumption expenditure.
5.61
According to the 1993 SNA, the acquisition of intangible fixed assets, such as
computer software, exploration for minerals and construction of military assets which can
be used by the private sector, are also regarded as gross fixed capital formation.
B. Changes in Inventories
5.62
Inventories are classified into materials and supplies, work-in-progress, and
finished goods. Changes in inventories are measured by the value of the entries into
inventories less the value of withdrawals and less the value of any recurrent losses of goods
held in inventories during the accounting period.
C. Acquisitions Less Disposals of Valuables
5.63
Valuables are assets whose qualities do not degrade under ordinary conditions.
They are purchased as a store of value rather than to be used in production or consumption.
As they have such characteristics, it is difficult to treat them as gross fixed capital formation
or intermediate consumption. In the 1993 SNA, it is recommended that they are recorded in
the capital account separately.
D. Consumption of Fixed Capital
5.64
Consumption of fixed capital is the decline in the current value of the stock of
fixed assets owned and used by a producer as a result of physical deterioration, normal
obsolescence or normal accidental damage during the accounting period.
5.65
Generally, institutional units using fixed assets in the production process reserve
a part of the value added to purchase replacements for worn-out fixed assets.
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5.66
Consumption of fixed capital that shows a decline in quality in the economic
sense is not the same as depreciation listed on a financial statement to accelerate investment
or obtain a tax exemption.
E. Capital Transfers
5.67
Capital transfer is similar to current transfer in terms of being an outlay without
reward, but they differ in that capital transfer entails the disposals or acquisitions of assets.
5.68
Assisting with funding for investment or compensating for losses as the result of
a disaster are examples of capital transfers. In addition, the dues on capital, such as
inheritance or gift taxes, are also classified as capital transfer.
F. Acquisition Less Disposals of Non-produced Non-financial Assets
5.69
Non-produced non-financial assets consist of land and other intangible assets.
Land consists of the soil covering property and any associated surface waters. But natural
resources, e.g. underground springs, uncultivated live stock, and buildings built on the
property are not classified as land.
5.70
Land transactions are treated as if they arise only between residents. The purchase
of land by non-residents is regarded as if a nominal resident entity had bought the land. The
transaction is recorded as if the current resident gives the land’s valued equity to the nonresident, who is the actual owner of the land. Consequently, the purchase and sale of land do
not appear within the measure of a national economy, while the difference between the
purchase and sale, namely the net purchase, is recorded in the sectoral accounts.
5.71
The price of land is assessed as the net land price with the ownership transfer cost
deducted since the transfer cost is treated as a produced service.
G. Financial Transactions
5.72

Financial transactions record all transactions which entail transfer of ownership,
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such as the acquisition and disposal of financial assets or the issuance and repayment of
debts.
2.4 External Transactions Account
A. Imports and Exports of Goods and Services
5.73
Some goods and services domestically produced are exported to the rest of the
world. In addition, residents sometimes import goods and services produced in foreign
countries to satisfy domestic demand. Imports and exports comprise all the goods and
services transactions in the external transaction account.
5.74
In addition, goods and services purchased by foreign tourists or embassy
personnel within the national territory are treated as exports and vice versa.
B. Net Factor Income from the Rest of the World
5.75
Received factor income is income received in return for participating in economic
activities abroad. Net factor income is derived by deducting the factor income paid to nonresidents from the factor income residents received from activities in foreign countries.
5.76
Net factor income consists of standard income — employee compensation,
interest, dividends, etc. — obtained from economic activities with the rest of the world.
C. Net Current Transfers from the Rest of the World
5.77
Net current transfers from the rest of the world is income acquired in the absence
of economic activity, e.g. overseas remittance from relatives abroad or financial aid from
other countries.
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Chapter 06 Rules of Accounting and Valuation
6.1
All the transactions tabulated as part of a national account should be designated,
assessed and recorded in a consistent manner in order to make the value of income derived
from production, distribution and expenditures equivalent.

1. Rules of Accounting
1.1 Time of Recording
6.2
Generally transactions arise throughout the overall designated period and the
multi-step accounting process. Consequently, the time for recording and the standard
criteria for assessment must be prescribed in order to record the transactions systematically.
6.3
National accounts adopt a method to record transactions on an accrual basis;
recording transactions for goods at the time of the delivery date and for services at the time
they were provided and for income at the time claims were generated.
6.4

More detailed examples are introduced below.
■Exchanges or transfers of non-financial assets should be recorded at the moment of
transferring legal ownership. But should the exact time be unclear, they are recorded
when documented in the counterparts’ books or the point of acquisition of physical
ownership.
■External transactions also should be recorded at the point of transferring legal
ownership. This necessitates adjusting customs-based trade statistics to ownership
based statistics.
■In the case of services, transactions should be recorded at the time they are provided.
So, services provided continuously, such as insurance coverage or housing, should
be recorded as provided continuously during the designated period.
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■In the case of installment sales, transactions are recorded at the time that the
transactions occurred even though the transfer of legal ownership has not been
completed. Credit extended to the purchaser by the seller must also be taken into
account.
1.2 Rules of Accounting by Transaction Items
A. Gross Output
6.5
Gross output is recorded at the time of production. Since services cannot exist in
inventory form, the time of production is identical to the time the services are provided. In
the case of wholesale and retail trade, their output is recorded at the time the goods are sold
or ownership is transferred.
6.6
The 1993 SNA recommends assessing output at the basic price; the amount paid
by the purchaser minus net taxes on products and the transport margin. Also, the basic price
can be defined as the producer's price minus the net taxes on the product (excluding VAT).
Should the basic price be unobtainable, output can be assessed at the producer’s price. Here,
producer’s price is the amount received from the purchaser minus value added tax (VAT).
■Basic Price = Purchaser’s Price
- Net taxes on products (= taxes on products - subsidies)
- Transport Margin
■Producer’s Price = Basic Price + Net taxes on products (excluding VAT)

6.7
In addition, products which are not for sale but used for one’s own final
expenditure should be assessed at the basic price of the same product at market. And a nonmarket product or product which is hard to affix a market price due to quality differences is
assessed at production cost.
B. Intermediate Consumption
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6.8
Intermediate consumption should be assessed at the purchaser’s price at the point
that goods or services are inputted to production. The purchaser’s price is defined as the
price that contains all the production and delivery costs accumulated in the process of
creating the product for and delivering it to the purchaser. It is calculated by adding nondeductible VAT and the transport margin to the producer’s price.

■Purchaser’s Price = Producer’s Price + Non-deductable VAT + Transport Margin

C. Final Consumption Expenditure
6.9
Final consumption expenditure is recorded at the time of the purchase regardless
of the delivery time for goods or services. In the case of an installment purchase or credit
transaction, the expenditure is recorded when the goods are delivered to the purchaser
because the actual rights and responsibilities of ownership arise to the purchaser at that
moment.
6.10
Households’ final consumption expenditures on goods or services are assessed at
the purchaser’s price.
D. Gross Fixed Capital Formation
6.11
GFCF is recorded at the time of acquisition of legal ownership. But in the case of
an installment purchase, it is recorded at the time of acquisition of the capital goods
regardless of legal ownership. Moreover, the capital goods produced by order are recorded
when the production process is finished.
6.12
In principle, GFCF is assessed at the purchaser’s price. But the 1993 SNA
recommends applying the purchaser’s price in the case of fixed assets purchased, and the
basic price (or producer’s price if the basic price is unobtainable) in the case of fixed assets
produced for own final use. In the case of the sale of a fixed asset, all costs for transferring
ownership should be excluded.
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E. Changes in Inventories
6.13
All the increases in inventories are recorded when the goods are produced or
purchased, and decreases in inventories are recorded when the goods are disposed of as
intermediate consumption or other forms.
6.14
The inventories purchased from the other economic subjects are assessed at the
purchaser’s price, while the inventories produced by the producers are assessed at the basic
price. In addition, work-in-progress should be assessed by multiplying the estimated basic
price of the finished good times the proportionate level of completion, e.g. a 500,000 won
TV that is 50% complete would have a recorded value of 250,000 won.
F. Exports and Imports of Goods and Services
6.15
Exports and imports of goods are recorded when the legal ownership is
transferred, as with standard domestic transactions. But in the case of goods imported by
financial lease, goods-for-export transferred to a subsidiary overseas and goods sent abroad
for processing, it is assumed that ownership is transferred without change in ownership. But
in the case of goods purchased from non-residents and sold to non-residents in the same
accounting period outside of the nation’s economic territory, the transfer of ownership is not
recorded.
6.16
Goods exported are assessed at the F.O.B (freight on board) price which contains
the price of goods and the transport delivery charges. Goods imported are also assessed at
the same price, but in general the import price is recorded at the C.I.F. (cost, insurance and
freight) price recorded at the importing country. Therefore, the C.I.F. price must be adjusted
to the F.O.B price by deducting the transportation fare and insurance fee.
6.17
Services exported and imported are assessed at the price agreed to between
trading partners. In the case of insurance services, the value is assessed at the service fee
included in the insurance premium.
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G. Distributional Transaction
6.18
Distributional transaction is recorded when claims arise. Most of the
distributional transactions, such as compensation of employees, interest, rent, social
contributions and benefits, are recorded at the time when obligation payables arise. In the
case of tax, it is recorded when tax obligations arise. On the other hand, current tax on
income is recorded at the moment of payment.

2. Transaction Valuation Method
A. Market Prices and Factor Cost
6.19
Output is assessed at market prices in national accounts because a nation’s level
of welfare can be correctly measured by assessing the amount of transactions conducted at
market prices. The figures represent the marginal benefit to consumers and the marginal
cost to producers. Also the market price is easier to grasp than any other price.
6.20
But in special cases, such as non-pecuniary or non-commercial transactions, the
following criteria apply:
■In the case of barter transactions, the basic price attached to the same commodity
being sold commercially is applied.
■Products for one’s own final use can be assessed at the basic price when the
commodity has a known market price. If there is no market price to apply, the
production cost can serve as a reasonable measure of value.
■Goods and services produced and provided to other production processes as
intermediate consumption or fixed asset formation in the same enterprise are
recorded as an output and assessed at the basic price of the production’s
establishment.
■Even illegal transactions, if voluntarily made, are assessed at the comparable legal
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market prices.
6.21
For assessing national income, factor cost can be applied. Here, the factor cost is
the sum of all the payments to the production factor, e.g. labor and capital. National income
at factor cost is calculated by deducting net taxes on production and imports from the
national income at market prices.

■National income at factor cost = National income at market price
- Net taxes on production and imports

B. Current Prices and Chained Reference Year Prices
6.22
National income statistics are largely divided into two sets: the nominal series
assesses current-year prices and the real series assesses prices from a base year, using
chained-reference-year prices. In the case of nominal national income, changes in both
volume and prices during the object period are reflected in the statistics. Accordingly, if
commodity prices rise even without an increase in volume, the size of nominal national
income becomes greater to that extent. Consequently, the real national income is more
suitable for measuring actual change in the volume of goods and services and related
changes in the living standard of a nation since it removes the effect of price changes.
6.23
In measuring real national income, a fixed base-year price was generally used
before the 1990’s. But real national income measured by a fixed base-year price has a
significant defect in that it does not adequately reflect changes in relative prices and
production structure over time. For that reason, the 1993 SNA introduced the chain linking
method5, which uses a chain volume index for measuring real national income to better
reflect economic reality.

5) For detailed explanation of the Korean case, refer to Chapter 16.
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Chapter 07 Introduction
1. Overview
7.1
Due to the complexity of its framework and concepts, national income statistics
can be estimated through various methods. In general, they can be measured from three
sides: production, income and expenditures. Korea approaches national income estimation
primarily from the production side, given the available means for compiling basic data. The
country has also applied an expenditure approach independently to estimate expenditure
components since rebasing the reference year to 2005.
A. Production Approach
7.2
The production approach is a method to estimate one economy’s value added
from the production side. It is also called the net-output or value-added approach.
7.3
In this approach, the value of domestic gross production, namely gross output, is
measured first by industry or commodity, and the net value of domestic gross production is
calculated by deducting intermediate consumption, which is used in the production process,
from gross output. This net value is the same as net output or value added.
B. Expenditure Approach
7.4
The expenditure approach is divided into a demand approach and supply
approach as a means to estimate the expenditure components of GDP.
7.5
The demand approach produces estimates based on expenditure data from final
consumers. Final consumption expenditures are generated by households and general
government, capital formations by enterprises and government, and exports & imports are
generated by the domestic and rest-of-the-world sector. Data recorded in each sector
provide the basis for the demand approach.
7.6

The supply approach is based on supply data linked to final consumers. This
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approach includes the commodity-flow method or research-on-retail-trade method. The
commodity flow method estimates final demand by tracing the process of commodity flows
from producers to final consumers.
C. Income Approach
7.7
Income approach estimates national income from the side of income generation.
It is usually used to estimate the distributions of national income. The income approach is
sub-divided into the income-paid-out approach and income-received approach according to
survey objectives.
7.8
The income-paid-out approach inspects data from enterprises which have paid
out to cover the production factor’s income. This method tallies sample or census data that
lists salaries, interest payments, and profits of related enterprises.
7.9
Conversely, the income-received approach uses data collected from employees
and other income receivers.

2. Converting Nominal National Income into Real Value
7.10
In converting nominal value into real value, three methods are used generally: the
quantity-extrapolation method, the deflation method and the double-deflation method. They
are applied separately or together depending on the situation with basic data and estimation
methods.
7.11
Firstly, the quantity-extrapolation method expands real value by using quantity
indexes. In this method, real values for the current year are obtained by multiplying relevant
quantity indexes or indicators by real values from the previous year or reference year. This
method is used when technical structure and quality rarely change.
7.12
Secondly, the deflation method divides nominal values by relevant price indices,
such as PPI (producer’s price index), CPI (consumer’s price index), EPI (export price
index) or IPI (import price index), depending on component characteristics.
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7.13
Lastly, the double-deflation method is commonly used to estimate real value
added by industry. In this method, real output and real intermediate consumption are
obtained by dividing nominal output and nominal intermediate consumption by relevant
price indices respectively. Consequently, real value added is calculated by deducting real
intermediate consumption from real output. This method’s merit comes from the way it
reflects changes in the technical structure and quality that appear over time. Hence, it is
useful for enhancing the accuracy of real value added in a given year. However, this method
cannot be applied to all industries due to basic data constraints.
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Chapter 08 Production Approach
1. Outline
8.1
Production national income is derived from the production account explained in
Chapter 4. Gross output, intermediate consumption, value added and other production
account components are estimated by industry or economic activities. The KSNA (Korean
System of National Accounts) classifies economic activity by 16 industries, according to
the type of goods and services produced. Table III-8-1 shows the classification of economic
activities.
8.2
The sum of all the industries’ value added (Gross Value Added; GVA) is not
exactly identical to GDP, because the value added of each industry is assessed at basic
prices. GDP at market prices is calculated by adding taxes on products (minus subsidies) to
GVA.
8.3
In this chapter, the definition and coverage, estimation method and data sources
of each industry will be introduced below.
Table III-8-1

Classifications of Economic Activities (16 industries)

Agriculture, Forestry and Fishing
Mining
Manufacturing
Electricity, Gas and Water Supply
Construction
Wholesale and Retail Trade, Restaurants and Hotels
Transportation and Storage
Finance and Insurance
Real Estate Activities, Renting and Leasing
Information and Communication
Public Administration, Defense & Other Government Services
Business Service
Education
Health & Social Work
Culture & Entertainment
Other Service
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2. Agriculture, Forestry and Fishing
2.1 Definition and Coverage
8.4
Agriculture, forestry and fishing in the national accounts are primary industries
that acquire and/or produce vegetable and animal life that is directly and indirectly useful
for satisfying the basic needs of human beings. The industry includes cultivation, livestock
businesses, forestry, fishing and related services. (see<table III-8-2>)
8.5
The cultivation business refers to activities producing agricultural products
necessary for daily life by cultivating useful vegetables on farmland. It includes:
■growing various crop products, such as cereal grains (rice, barley, corn), fruit, crops
used for oils and fats, vegetables, floricultural crops and textile crops, etc;
■cultivation of trees other than those registered under forestry business;
■production of non-forest related saplings and seeds; and
■growing mushrooms and bean sprouts.
8.6
Livestock business refers to the rearing of livestock products needed for daily life
(dairy cattle, beef cattle, pigs and poultry). It includes the following activities:
■net-increasing the number of livestock by growth, multiplication and breeding; and
■production of raw cow or sheep milk and eggs.
8.7

Forestry covers the following sub-divided activities:
■growing of saplings for timber-planting and the planting and cultivating of trees in
forests (forest management);
■production of lumber and fuel materials through felling forest trees (material lumber
and wood materials);
■gathering of edible wild plants, mushrooms and seeds (edible forestry products); and
■gathering of green manure and compost; forest feed; firewood and charcoal; and
hunting activities (edible forestry products).
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8.8
Fishing is defined as the catching and farming of fish and other marine products
(pearls, sponges etc.). This industry includes:
■marine fishing that captures and gathers marine animals and plants from ocean and
freshwater sources; and
■fish farming that raises marine animals and plants with the use of artificial facilities.
8.9
Services related to agriculture, forestry and fishing can be arranged as
commissions or fall under contracts. They include:
■farming, water supply and irrigation services;
■consulting services from the National Agricultural Cooperative Federation (NACF)
and the National Federation of Fisheries Cooperatives (NFFC); and
■services from the Korea Rural Community and Agriculture Corporation (KRC), and
National Forestry Cooperatives Federation (NFCF), etc.

Table III-8-2

Coverage of Agriculture, Forestry and Fishing

Classification

Coverage

Cultivation

Grains, vegetables and fruits, other edible plants,
non-edible plants

Livestock

Dairy and beef cattle, pig breeding, poultry, other livestock

Forestry

Forest management, material lumber and wood materials,
edible and other forestry products

Fishing

Ocean fishing, inland water fishing, ocean cultures,
inland water cultures

Services related to
agriculture, forestry and
fishing

Farming, water supply and irrigation service
Consulting services:
- National Agricultural Cooperative Federation
- National Federation of Fishing Cooperatives
- Korea Rural Community and Agriculture Corporation
- National Forestry Cooperatives Federation, etc.
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2.2 Estimation Method in Reference Year
A. Cultivation
Output
8.10
Cultivation output in a given reference year is primarily estimated by multiplying
production by the farming households’ sale price for each related commodity. Most of the
commodities are estimated by using survey data from the Agricultural and Forestry
Statistical Yearbook published by the Ministry for Food, Agriculture, Forestry and
Fisheries. The amount of leaf tobacco purchased by KT&G and supplemental statistics for
forest product are also used.
Intermediate Input
8.11
Cultivation intermediate inputs for a given reference year consist of costs for
intermediary materials (seeds, agricultural chemicals, etc.), which are assessed by
multiplying the intermediate input quantity by the relevant unit price. More specifically,
costs for seeds can be estimated from data on agricultural and livestock products’ standard
income. Other costs also can be estimated by using paddy rice cultivation statistics,
irrigation fees, agricultural pesticide supply, and various other references.
Value Added
8.12
Cultivation value added in a given reference year is calculated by deducting
intermediate input from output. It consists of employee compensation, consumption of fixed
capital, net taxes on production and imports and operating surplus. Employee compensation
is estimated by using the average cost of labor, working hours, and the number of farm
households on the Farm Household Economy Survey Report. Consumption of fixed capital
is derived from depreciation expense data. Net taxes on production and imports are
calculated by using national and local tax collection records, and any remaining value
added is considered operating surplus.
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B. Livestock Business
Output
8.13
Estimating livestock business output in a given reference year is similar to that
used for estimating cultivation output: multiplying production by unit price per commodity.
Livestock production is divided into the net increase in the number of livestock and the
number of slaughtered livestock. Total livestock business output is obtained by summing
these two parts after using regional livestock prices and slaughter unit prices, respectively.
The main sources of data for estimating livestock business output are the livestock survey
report from Statistics Korea and regional price statistics from the National Agricultural
Cooperative Federation (NACF).
Intermediate Input
8.14
Livestock business intermediate inputs in a given reference year are estimated
just as with cultivation: Feed costs, setting egg costs, costs for purchasing mulberry leaves
for silkworm farms and so on are calculated by multiplying quantities by respective farm
household purchase prices and summing.
Value Added
8.15
Value added for livestock business is measured by deducting intermediate input
from output. As with cultivation, livestock business value added is subdivided into four
parts.
C. Forestry
Output
8.16
Forestry business output is primarily estimated by using output data contained in
the Korea Forest Service’s Statistical Yearbook of Forestry. In particular, the Yearbook
includes net gross growing stock. This net gross growing stock is appropriated for entry
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under work in progress in the expenditure account.
Intermediate Input
8.17
Tables.

Forestry business intermediate input is primarily estimated by using Input-Output

Value Added
8.18

Forestry value added is measured by deducting intermediate input from output.

D. Fishing
Output
8.19
Output estimates for each commodity are obtained by multiplying production
quantity by unit price. Data on production and price by species of fish are based on data
compiled by Statistics Korea.
Intermediate Input
8.20
Tables.

Intermediate input for fishing is primarily estimated by using Input-Output

Value Added
8.21

Fishing value added is measured by deducting intermediate input from output.

E. Services Related to Agriculture, Forestry and Fishing
Output
8.22

Output of services in a reference year is estimated by using relevant materials
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such as financial statements, the number of farm households, supply of power per farm
household, area of farmland improvement and external turnover. Consulting service output
of the National Agricultural Cooperative Federation (NACF), National Federation of
Fisheries Cooperatives (NFFC) and Korea Rural Community & Agriculture Corporation
(KRC) is measured based on their financial statements. Output for farming, water supply
and irrigation, and forestry services are indirectly estimated through relative data.
Intermediate Input
8.23
Intermediate input of services related to agriculture, forestry and fishing is
estimated by using relevant cost data.
Value Added
8.24
Value added of services related to agriculture, forestry and fishing is measured by
deducting intermediate input from output.
2.3 Estimation Method in the Current Year
A. Nominal Value
Output
8.25
The methodology for estimating agriculture, forestry and fishing output in the
current year is the same as that used for reference year output.
Intermediate Input
8.26
The estimation process for agriculture, forestry and fishing intermediate input in
the current year, except for nominal intermediate input of forestry and fishing, is almost the
same as that used for reference year intermediate input. However, as forestry and fishing
lack basic data to calculate intermediate inputs at current price, their figures are estimated
by using intermediate input structure and related price indicators (PPIs, CPIs, etc.).
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Value Added
8.27
The value added for agriculture, forestry and fishing is measured by deducting
nominal intermediate input from nominal output.
B. Real Value
Output
8.28
The estimation method for agriculture, forestry and fishing real output is the same
as that used for the reference year other than the difference between the current year and
reference year prices.
Intermediate Input
8.29
The real intermediate input for agriculture, forestry and fishing in the current year
is estimated by multiplying input quantity by unit price in the reference year or by dividing
nominal intermediate input by the relevant deflator.
Value added
8.30
The real value added for agriculture, forestry and fishing in the current year is
obtained through the double-deflation method. As mentioned earlier, after estimating real
output and real intermediate input respectively, the real value added in the current year can
be derived by deducting the real intermediate input from the real output.
2.4 Data sources
8.31
The data sources used to estimate the value added of agriculture, forestry and
fishing in reference and current years are nearly identical. The following Table III-8-3
shows specific data sources.
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Table III-8-3

Data Sources of Agriculture, Forestry and Fishing

Reference Material
Farm Household Economy
Survey Report
Agricultural & Forestry
Statistical Year Book

Institution
Responsible
Statistics Korea

Major Contents
Value added component, intermediate input data

Ministry for Food,
Agriculture, Forestry, and

Production quantity, production amount

Fisheries
Agricultural Chemicals

Korea Crop Protection

Shipment quantity, amount of agricultural

Yearbook

Association

chemicals

Income Statistics from

Rural Development

Unit price of seedling cost (amount/quantity per 10 ha)

agriculture & livestock

Administration

Water supply and irrigation expenses of rice

Quantity of sown seeds per ha (seedling costs)

Feed pay amount per head of livestock
National Agricultural
Cooperative Federation

National Agricultural
Cooperative Federation

Monthly Bulletin
Materials in fertilizer sales

Farming household sales price index
Farming household purchase price index
Regional livestock prices

National Agricultural

Fertilizer sales price, fertilizer sales quantity

Cooperative Federation
Fresh ginseng

Korea Ginseng
Corporation

Quantity of ginseng, amount of ginseng purchased, etc.

Leaf Tobacco (anticipated)
production quantity and

KT&G

Production quantity, purchase unit price

Crop production statistics

Statistics Korea

Cultivation area, production quantity

Government crop

Ministry for Food,

purchases, amounts &

Agriculture, Forestry, and

prices in spring and autumn

Fisheries

purchase price

Quantity of spring and an
autumn silkworms bred,
purchase amount &

Purchase amounts, unit prices

Ministry for Food,

Production quantity, purchase amount,

Agriculture, Forestry, and

purchase unit price, government-set price

Fisheries

of silkworm eggs per box

purchase unit price
Specialty crops production
results

Ministry for Food,
Agriculture, Forestry, and

Production quantity

Fisheries
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Floriculture crops
production results

Ministry for Food,
Agriculture, Forestry, and

Production quantity

Fisheries
Livestock statistics

Statistics Korea

Net increase in the number of livestock by age

Statistics Korea

Number of other livestock by species

Other livestock statistics,
including duck eggs and
honey
Number of livestock
inspected for slaughter

National Veterinary
Research & Quarantine

Number of livestock for slaughter

Service
Milk production results

Korea Dairy Committee

Production quantity

price, deer antler

Korea Deer Breeders

Average price; deer antler production

production quantity and

Association

quantity by kind of deer, sex and age

Statistics Korea

Production expenses

Ministry of Environment

Production quantity

Korea Forest Service

Production quantity, Production price

Extent of afforestation

Korea Forest Service

Afforestation area, afforestation amount

Fishery production survey

Statistics Korea

Statistical Year Book of

Korea Deep Sea

Production quantity and production amount

Deep Sea Fisheries

Fisheries Association

of deep sea fisheries

General deer farm sales

price
Survey of production cost
of livestock goods
Hunting production
quantity
Statistical Yearbook of
Forestry

Production quantity and production amount
by industry, kind of fish

National Agricultural
Balance sheets on
services related to
agriculture, forestry and
fishing

Cooperative Federation;
National Federation of
Fisheries Cooperatives;

Operating expenses, etc.

Korea Agricultural &
Rural Infrastructure
Corporation

External Turnover

National Tax Service

External turnover by industry

Producer Price Index

The Bank of Korea

Index per item

Consumer Price Index

Statistics Korea

Index per item

Input-Output Table

The Bank of Korea

Value-added ratio, etc.

T

–„„˛ Ł`⁄(¿ )-3

-69~237

2011.2.17 1:40 PM

˘

` 89

ntech4 C9600 2400DPI 175LPI

T

Chapter 08 Production Approach 89

3. Mining
3.1 Definition and Coverage
8.32
Mining refers to the industrial activities of digging, extracting and abstracting
solid, liquid and gaseous naturally occurring minerals, both organic and inorganic materials,
from below the ground and from the surface of the earth. The mining industry is subdivided as follows:
■digging, agglomerating and disposing of coal (coal mining);
■extraction of crude petroleum and natural gas;
■exploiting such metal ore as iron and non-iron ore (metallic mining); and
■quarrying of stone, sand and gravel and other non-metal ores.
A. Coal Mining
8.33
Coal mining is largely divided into the activity of digging, agglomerating and
disposing of such coals as anthracite, bituminous coal, brown coal and peat and the
industrial activity of improving the quality, spalling, pulverizing and selecting for the
purpose of commercial sales. Korean coal mining consists of:
■anthracite coal mining;
■bituminous coal mining.
B. Extraction of Crude Petroleum and Natural Gas
8.34
Korea started commercial crude petroleum and natural gas production in July
2004 at an offshore well in the Donghae Gas Field in waters off the southeast coast by the
city of Ulsan.
C. Metallic Mining
8.35 Metallic mining refers to the industrial activity of digging metallic ores containing
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ferrous and non-ferrous metals:
■iron ores and copper ores;
■lead and zinc ores.
D. Mining of Non-Metal Ores
8.36
Non-metal ores exclude coal, crude petroleum, natural gas and metallic ores.
Korea’s non-metal ores are listed below:
■sand and gravel;
■rubble;
■limestone;
■minerals for ceramics raw materials; and
■raw salt.
Table III-8-4

Coverage of Mining

Classification

Coverage

Coal mining

Anthracite, bituminous coal

Extraction of crude petroleum
and natural gas

Crude petroleum, natural gas

Metal ore mining

Iron, copper, lead, zinc, and other non-ferrous ores

Non-metallic mineral mining

Sand, gravel, rubble, and other construction stone; limestone; raw materials
for ceramics; raw salt; other non-ferrous mining

8.37
This classification is in accordance with Korean standard industrial classification
(KSIC). In the case of coal briquettes, its classification has been changed from mining to
manufacturing since the 9th revision of KSIC in February 2008. When the raw materials
have been purchased, pulverizing and grinding non-metallic minerals are also classified as
manufacturing.
8.38

Collecting, cleaning and supplying tap water or industrial water is classified as
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the water supply industry. Developing mining and leveling ground is included in
construction. Probing minerals and conducting a geological survey are business services
when contracts are involved.
3.2 Estimation Method in Reference Year
Output
8.39
Mining output estimates in the reference year are calculated by multiplying
output by unit price per product. The quantities and unit prices per product are derived from
the Mineral Commodities Supply & Demand Statistics from the Korea Institute of
Geoscience and Mineral Resources and Sand and Gravel Supply & Demand Statistics from
the Ministry of Land, Transport and Maritime Affairs.
Intermediate Input
8.40
The reference year’s estimates of intermediate input for this industry group are
obtained by deducting value added from output.
Value Added
8.41
The reference year’s estimates of value added for this group of industries are
calculated by multiplying output by the value added ratio derived from Input-Output Tables.
Value-added components, employee compensation, consumption of fixed capital and
operating surplus, are based on Input-Output Tables.
3.3 Estimation Method in Current Year
A. Nominal Value
Output
8.42
Current-year price estimates of output for mining are obtained in the same
manner as those calculated in the reference year estimation.
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Intermediate Input
8.43
Current-year price estimates of intermediate input for this group of industries are
obtained by deducting the current-price value added figures from current-price output.
Value Added
8.44
Current-price estimates of value added for this group of industries are calculated
by multiplying the current-price outputs by the current-price value added ratio. The currentprice value added ratio is obtained by applying the rates of change of the value-added ratio
to the reference year’s ratio. The rates of change for the value-added ratio is derived from
the Financial Statements Analysis and Mining & Manufacturing Survey. And the
components of value added, employee compensation, consumption of fixed capital and
operating surplus are distributed based on the reference year’s ratio.
B. Real Value
Output
8.45
Real-output estimates for mining are obtained by multiplying the reference year’s
unit price by the annual output derived from the Mineral Commodities Supply & Demand
Statistics.
Intermediate Input
8.46
Real intermediate-input estimates for this group of industries are obtained by
deflating current-price intermediate input with the intermediate-input deflators derived from
PPI.
Value Added
8.47
Real value-added estimates for this group of industries are obtained by using the
double deflation method. In other words, real value-added estimates are calculated by
deducting real intermediate-input estimates from the real output estimates.
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3.4 Data Sources
8.48

Data sources used in the reference year and current year are listed in Table III-8-5.

Table III-8-5
Sub-sections

Mining (common)

Data Sources of Mining
Reference Material

Institution Responsible

Mining and Manufacturing Survey

National Statistics Office

Input-Output Tables

The Bank of Korea

Mineral
Commodities Supply & Demand
Statistics

Korea Institute of
Geoscience and Mineral
Resources

Producer Price Index

The Bank of Korea

Import Price Index

The Bank of Korea

Export Price Index

The Bank of Korea

Coal Mining

Coal production quantity

Korea Coal Corporation

Mining of Non-metal Ores

Sand and
Gravel Supply & Demand
Statistics

Ministry of Land,
Transportation and
Maritime Affairs

Raw salt production
quantity

Korea Salt Manufacture
Associatio

4. Manufacturing
4.1 Definition and Coverage
8.49
Manufacturing is defined as industrial activity, primarily the physical or chemical
transformation of raw materials, substances, or components into new products with
different characteristics. According to product and characteristics, manufacturing can be
divided into 11 industries: ① food, beverages and tobacco; ② textiles and leather, ③ wood,
paper, printing and reproduction; ④ petroleum, coal and chemicals; ⑤ non metallic mineral
products except petroleum and coal; ⑥ metal, fabricated metal products; ⑦ machinery
equipment; ⑧ electrical and electronic equipment; ⑨ precision instruments; ⑩ transport
equipment; ⑪ furniture and other manufacturing industries.
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Table III-8-6

Coverage of Manufacturing

Classification

Food,
beverages and
tobacco

Textiles and
leather

wood, paper,
printing and
reproduction

Petroleum,
coal
and chemicals

Food

Coverage
Meat and processed meat products, dairy, processed seafood products,
canned or cured fruits and vegetables, polished rice, polished barley,
flour and cereal preparations, sugar, baked goods, confectionery
products, noodles, animal and marine fats and oils, processed edible
refined oils, etc.

Beverages

Alcoholic beverages, soft drinks; ice, etc.

Tobacco

Dried leaf tobacco, various tobacco products

Fiber yarn and
fabrics

Natural fiber yarn, chemical fiber yarn, thread and other fiber yarn,
natural fiber fabrics, chemical fiber fabrics, other fiber fabrics, knitted
fabrics, fiber bleaching and dyeing, etc.

Clothing and
textile products

Knitted apparel, textile apparel, other accessories, leather apparel, etc.

Leather
products

Leather, fur, bags and handbags, leather footwear, etc.

Wood and
wooden
products

Lumber, plywood, reconstituted and pressed wood, wooden products for
construction, wooden containers, etc.

Pulp and paper

Pulp; newsprint, printing paper, other raw paper and cardboard,
corrugated paper and solid fiber boxes; paper containers, office paper,
sanitary paper products, etc.

Printing and
reproduction

Printing, publishing and reproduction of printed media, etc.

Petroleum and
coal products

Coal briquettes, naphtha, fuel oil, coal products, lubricants, etc.

Basic chemical
products

Basic petrochemical products, intermediate petrochemical products,
other organic basic chemical products, inorganic basic chemical
products, etc.

Synthetic resins
and synthetic
rubber

Synthetic resins, synthetic rubber, etc.

Chemical fiber

Regenerated fiber, synthetic fiber, etc.

Fertilizer and
agricultural
chemicals

Synthetic resins, synthetic rubber, etc.

Medical
chemicals
and cosmetics

Medicaments, cosmetics and dentifrice, soap and detergents, etc.
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Non-metallic
mineral
products, except
petroleum and
coal

Metal,
fabricated metal
products

Other chemical
products

Dyes, pigments and tanning materials, paints, ink, adhesives and gelatin,
explosives and fireworks, recording media for electronics equipment
(audio tape), photographic chemical products, etc.

Rubber and
plastic products

Tires and tubes, industrial rubber products, plastic primary products,
industrial plastic products, household plastic products, etc.

Glass and
glass products

Sheet glass and primary glass products, industrial glass products, etc.

Pottery and
clay
products

Pottery products for home, Pottery products for industry, clay products for
construction, etc.

Other
non-metallic
mineral
products

Cement, ready-mixed concrete, concrete products, lime, gypsum and
plaster products, cut stone and stone products, asbestos and mineral
wool products, abrasives, asphalt, etc.

Basic iron and
steel

Pig iron, steel ingots and semi-finished products, hot-rolled steel plates
and sheets, cold-rolled steel plates and sheets, coated steel plates, steel
pipe and tubes, iron and steel foundries, etc.

Non-ferrous
metals

Copper ingots, aluminum ingots, zinc ingots, gold and silver ingots, other
non-ferrous metal ingots, primary copper products, primary aluminum
products, etc.

Metal products

Metal products for construction and structure, metal tanks and reservoir
equipment, fabricated wire products, metal cans, barrels and drums,
hand tools; household metallic products, fastening metal products,
screws, etc.

Machinery for
general
industry

Engines and turbines, pumps and compressors, conveyers and
conveying equipment, air-conditioning equipment and industrial
refrigeration equipment, filtering or purifying machinery for liquid and
gases, valves, bearings, boilers, etc.

Machinery for
special
industry

Metal cutting type machine tools, metal forming machine tools,
metalworking machinery such as molds and industrial patterns,
agricultural machinery, construction and mining machinery, food
processing machinery, textile machinery, etc.

Electric
machinery and
equipment

Motors and generators; electric transformers; electronic coils,
transformers and other inductors; electric transmission and distribution
equipment; insulated wires and cables; electric lamps and lighting
fixtures, etc.

Semiconductors
and electronic
components

Electron tubes, electric condenser, flat digital displays (LCD, PDP, etc.),
semiconductor devices, integrated circuits (IC), electric resistors, printed
circuit boards, etc.

Machinery
equipment

Electrical and
electronic
equipment

Concepts, Sources and Methods
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Video, audio and TVs; electric household audio equipment, wire communication
communication
equipment, wireless communication equipment and broadcasting
equipment
equipment, etc.

Precision
instruments

Transport
equipment

Furniture and
other
manufacturing
industries

Computer and
office
equipment

Computer and peripheral parts, office machines and devices, etc.

Home goods
electrical
equipment

Refrigerators and freezers, washing machines and electric fans; Heating
and cooking equipment; Household electric heat equipment, etc.

Precision
instruments

Medical instruments, industrial automatic adjusting and regulating
instruments, measuring and analytical instruments, cinematograph and
optical instruments, watches and clocks, etc.

Motor vehicles

Motor vehicles (e.g. passenger automobiles, vans, trucks, motor vehicles
with special equipment, motor vehicle engines and parts, trailers and
containers, etc.

ship building

Steel-bound ship, ship repairing, ship parts, etc.

other
transportation
machines

Rolling stocks; aircraft; motorcycles; bicycles, etc.

Furniture and
other
manufacturing
industries

Wood furniture, metal furniture, toys and games, sporting and athletic
goods, musical instruments, stationery, jewelry and plated ware,
decorations, etc.

8.50
The above generally follows the Korea Standard Industry Classification (KSIC).
The precise correlation between the manufacturing industry classifications and those of the
KSIC follow:
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Table III-8-7

Code Comparison for Manufacturing Industry Basic Sector
Classifications and KSIC

Basic sector classification (81)

KSIC code

Basic sector classification (81)

KSIC code

10. Food

10

28. Pottery and clay products

232

11. Beverages

11

29. Other non-metallic mineral products

233, 239

12. Tobacco

12

30. Basic iron and steel

241, 243

13. Fiber yarn and fabrics

13

31. Non-ferrous metal

242

14. Clothing and textile products

14

32. Metal products

25

15. Leather products

15

33. Machinery for general industry

291

16. Wood and wooden products

16

34. Machinery for special industry

292

17. Pulp and paper

17

35. Electric machinery and equipment

281-284,
289

18. Printing and reproduction

18

36. Semiconductors and
electronics components

261-262

19. Petroleum and coal products

19

37. Video, audio and communication
equipment

264-266

20. Basic chemical products

201

38. Computer and office equipment

263

21. Synthetic resins and
synthetic rubber

203

39. Household electrical appliances

285

22. Chemical fiber

205

40. Precision equipment

27

23. Fertilizer and agricultural chemicals

202

41. Motor vehicles

30

24. Medical chemicals and cosmetics

21

42. Ship building

311

25. Other chemical products

204

43. Other transportation machines

312-319

26. Rubber and plastic products

22

44. Furniture and other manufacturing
industries

32-33

27. Glass and glass products

231

8.51
According to the KISC, an industry that directly processes base materials
produced by itself can be classified as a manufacturing industry if it can be divided and
recognized as a separate business body. Otherwise, it is classified as part of agriculture,
forestry or fishing, depending on what base material it processes.
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8.52
Another industry that could be considered as manufacturing but is listed under
another sector is coal briquette production. It is classified into mining. Other examples
include the assembly of purchased machinery components that is classified as construction:
bridges, water tanks, storage and warehouse facilities, rail lines and overpasses, elevators
and escalators, piping, sprinkler fire extinguishing systems, central heating systems,
ventilation and air conditioners, lighting and electric wiring. Also all assembly and
installation of standardized products or components of a structure done at the construction
site is classified as construction. When a manufacturing, wholesale or retail business has
been contracted to assemble or install machinery and equipment as part of a sale, the work
is classified as manufacturing or wholesale & retail trade, depending on the main activity.
4.2 Estimation Method in Reference Year
Output
8.53
Output is drawn from the gross output listed in the annual Report on Mining and
Manufacturing Survey. Small businesses with fewer than four employees are excluded in
this report, so their contribution is estimated by using the small-businesses ratio applied in
the Input-Output Tables. Other products which are not included in the Report on Mining
and Manufacturing Survey (slaughtered livestock, poultry products, polished rice, cleaned
barley, manufacture of fish and frozen fish products, etc.) are estimated by using output and
price indices obtained from trade associations.
Intermediate Input
8.54

In a reference year, intermediate input is calculated by using Input-Output Tables.

Value Added
8.55
In a reference year, value added is obtained by subtracting the intermediate input
from the output. Components of value added such as employee compensation, consumption
of fixed capital and operating surplus are obtained using Input-Output Tables and taxrelated data.
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4.3 Estimation Method in Current Year
A. Nominal Value
Output
8.56
Nominal output is attained by using the gross output listed in the Report on
Mining and Manufacturing Survey. Products not included in the Report are estimated by
using output and price indices obtained from associations as with reference-year output.
Intermediate Input
8.57
Current-price intermediate input for manufacturing is calculated by subtracting
the current-price value added from the value of current-price output. Detailed nominal
inputs by commodity are estimated by using reference intermediate input and price indices,
such as the PPI and import deflator.
Value Added
8.58
Value added is attained by multiplying nominal output by the nominal value
added ratio. Here, the nominal value added ratio is computed by applying the year-on-year
rates of change in the value added ratio calculated through the Financial Statement Analysis
and the Report on Mining and Manufacturing Survey.
8.59
Components of value added such as employee compensation, consumption of
fixed capital and operating surplus are estimated using reference-year value added weight
and rates of change in the value added ratio.
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Box III-8-1
■

Nominal Value Added Ratio Calculation Method

The nominal value added ratio is calculated by multiplying the value added ratio of the
reference year by the rates of change in the value added ratio. The rates of change in the value
added ratio are calculated by using the Financial Statement Analysis and the Report on Mining
and Manufacturing Survey.
Nominal value added
= Current price output x Nominal value added ratio
= Employee compensation + Consumption of fixed capital + Operating surplus + Net taxes
on production (taxes on production – subsidies on production)
Value added ratio = Value added ÷ Output
Nominal value added ratio
= The value added ratio of the reference year x [Value added ratio provided by the Financial
Statement Analysis of the relevant year ÷ Value added ratio provided by the Financial
Statement Analysis of the previous year]

■

The value added ratio provided by the Financial Statement Analysis is calculated by analyzing
compensation of employees, consumption of fixed capital, operating surplus and output from
major balance sheet items, and income and cost statements from the Financial Statement
Analysis.
Value added on the Financial Statement Analysis*
= Current profits + Employee compensation + Net financial costs + Rent + Tax and public
charges + Depreciation expenses

■

As a reference, value added in the Report on Mining and Manufacturing Survey is calculated by
deducting major production costs, including raw material costs, from production amount.
Accordingly, to convert it into value added under the national accounts standard, indirect
production costs, including costs for advertising and publicity, should also be deducted.
Value added in the Report on Mining and Manufacturing Survey
= Production amount - Major production costs** (costs for raw materials, fuel
costs, electricity charges, water expenses, outside order and processing costs,
repair and maintenance costs)

T
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* To coincide with the concept of value added in the national accounts, operating profits and
write-offs of bad loans should be used instead of current profits to indicate operating surplus
among value added in the Financial Statement Analysis. Net financial costs and rents for
buildings should be excluded as they are items of intermediate input.
** To coincide with the concept of value added in the national accounts, indirect production
costs, such as payments in kind, freight charges, premiums, advertisement and publicity
costs, traveling expenses, transportation costs, communication costs, costs for supplies,
R&D expenses, rents, and other miscellaneous welfare expenses, should be considered
part of each establishment’s production costs and excluded along with the major production
costs.

B. Real Value
Output
8.60
The procedure for estimating real value output has three stages: In the first stage,
current price estimates for output are divided into two parts, external (exports) and domestic
demand (output minus exports). In the second stage, exports and domestic demand at
current prices are deflated using the export deflator and the PPI, respectively. In the final
stage, output is obtained by adding up exports and domestic demand.
Intermediate Input
8.61
Real value intermediate input is estimated by deflating nominal intermediate
input by the intermediate input deflator using PPI and import deflators.
Value Added
8.62
Real value added is obtained using the double deflation method; deducting real
intermediate input from real output.

Concepts, Sources and Methods
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4.4 Data Sources
8.63

Data sources for estimates are as follows.

Table III-8-8
Reference Material

Data Sources of Manufacturing
Institution in Charge

Major Contents

Mining and Manufacturing
Survey Report

Statistics Korea

Production amount by item, major production cost
Financial Statement

Financial Statement
Analysis

The Bank of Korea

Value added ratio

Input-Output Tables

The Bank of Korea

Output of the reference year, value added ratio

Producer Price Index

The Bank of Korea

Output deflator, intermediate input deflator

Statistical Yearbook
of National Tax

National Tax Service

Production tax, subsidies

Local Government Tax
Yearbook

Ministry of Government
Administration and
Home Affairs

Production tax, subsidies

Polished rice
inspection results

National Agricultural
Product Inspection
Office

Production quantity of polished rice and cleaned barley

Polished rice
production quantity

Ministry of Agriculture
and Forestry

Production quantity of polished rice and polished barley

4.5 Special Classifications for Manufacturing
A. Information and Communication Industry Classifications
8.64
To report about its information and communication industry, Korea uses the same
classification the OECD Science and Technology Committee uses to define the
“information and communication technology industry.” Coverage of the information and
communication industry is as follows.
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Table III-8-9

Coverage of Information and Communication Industry

Classification

Coverage

Information and
communication
manufacturing

Electric wire and cable, electron tubes, electric condenser, flat digital display
(LCD, PDP, etc.), semiconductor devices, integrated circuits (IC), electric
resistors, TVs, electric household audio equipment, wire communication
equipment, wireless communication equipment and broadcasting, computer
and peripheral parts, office machines and devices, etc.

Information and
communication
service

Software development and supply, broadcasting, wire and wireless
broadcasting; computer-related service, information service, etc.

B. Classification by Industrial Type
8.65
The manufacturing sector can also be classified according to the type of goods
produced: primary materials, processing assembly, and living and other types. Primary
materials refers to industries producing materials and parts, including metals and chemicals
chiefly used as intermediate materials in the production process of the manufacturing
industry. The processing assembly industry refers to the capital goods or machinery
industry in a broad sense, indicating a technology-intensive, energy-saving, high-tech
industry. Living and other industry means those producing economic materials directly
related to consumption or goods in the final stage of all industrial production processes.
Table III-8-10
Classification

Classification of Manufacturing by Industrial Type
Coverage

Primary materials

Fiber yarn and fabrics; wood and wooden products; pulp and paper;
petroleum, coal and chemicals; non-metallic mineral products, excluding
petroleum and coal, metals; fabricated metal products

Processing assembly

Machinery equipment, electrical and electronic equipment

Living and other

Food, beverages and tobacco, clothing and textile products, leather
products, printing and reproduction, furniture and other manufacturing
industries

Concepts, Sources and Methods
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5. Electricity, Gas and Water Supply
5.1 Definition and Coverage
8.66
Electricity, gas and water supply industries are further classified into electricity,
gas, steam, hot water and water supply industries.
8.67
The electricity supply industry refers to the production of electric energy by
thermal, nuclear, hydroelectric, wind, solar, tidal and other power generation facilities and
its transmission and sale to households, industries and commercial users in various local
areas.
8.68
The gas supply industry refers to the manufacture of coal gas, water gas, producer
gas and mixed gas or direct fuel gas supply to households, industries and commercial users
through a pipe line. This industry excludes manufacture of compressed or liquefied gas
(manufacturing), car gas stations (wholesale and retail), gas stations supplying gas to
retailers (wholesale) and gas pipe line operations (transport).
8.69
The steam and hot water supply industry refers to steam, hot and chilled water,
and cool air production and distribution to users through pipelines.
8.70
The water supply industry refers to activities of intake, collection, purification
and distribution of water for supplying living, industrial and commercial water to users.

Table III-8-11

Coverage of Electricity, Gas and Water Supply

Classification

Coverage

Electricity supply

Electric power generation, transmission, distribution and sale for the supply
of electricity

Gas supply

Manufacture and supply of coal gas, water gas, producer gas and mixed gas

Steam and hot water supply

Production and supply of heat, steam, hot and chilled water

Water supply

Intake, collection, purification and distribution of water
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5.2 Estimation Method in Reference Year
Output
8.71
The reference year’s electricity industry output is estimated by combining sales
of power produced by the Korea Electric Power Corporation (KEPCO) and private
companies that produce and sell electricity directly to the public, and then adding energy
consumption for own use consumed by self-generating power companies. At this point, forown-use energy consumption is estimated by multiplying the amount of electric power
consumed by the average purchase unit price.
8.72
Looking at the distribution channel of electric power shown on Chart III-8-1,
electric power is mostly supplied by KEPCO with a limited amount of direct sales from
other companies.
8.73
KEPCO sells electric power by one of two ways: either through the Korea Power
Exchange (KPX), purchasing from one of six KEPCO subsidiaries that generate power and
then selling it to the public, or by purchasing electric power from other self-generating
companies and then selling it to the public.
8.74
Therefore output for electric power sold and then consumed is estimated by
combining electric power supplied by KEPCO divisions with direct sales from independent
companies, and to obtain total electrical output the electricity produced for own use is
added.

Estimated Electricity Supply Industry Output Formula
Electricity supply industry output = Output of power generated for commercial sales + Output of
power generated for own use
Output of power generated for commercial sales = Sales of power by KEPCO + Sales of power
by direct-sale companies

Concepts, Sources and Methods
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Chart III-8-1
Electric power
generating
company

Distribution Channel of Electric Power

Korea Power
Exchange (KPX)
Korea Electric Power
Corporation
(KEPCO)

Electric power
generating
company

Consumer

< PPA >

Direct - sale
company

Consumer

* PPA: Power Purchase Agreement

8.75
Gas supply industry output consists of LNG and LPG sales. LNG is estimated by
combining Korea Gas Corporation (KOGAS) sales with the LPG sales of city gas
companies, minus the amount of LNG that KOGAS had previously sold to city gas
companies. The overall output is estimated by combining LPG sales of city gas companies
and LNG sales calculated above.
8.76
Transactions between KOGAS and city gas companies are deducted to prevent
the double counting of output because the amount of gas is identical and stays within the
same industry.
Estimated Gas Supply Industry Output Formula
Gas supply industry output = Sales amount of LNG by KOGAS + Sales amount of city gas
companies – Purchased amount of LNG from KOGAS by city gas companies
Sales amount of city gas companies = Sales amount of LNG + Sales amount of LPG

–„„˛ Ł`⁄(¿ )-3

-69~237

2011.2.17 1:40 PM

˘

` 107

ntech4 C9600 2400DPI 175LPI

T

Chapter 08 Production Approach 107

8.77
Steam and hot water supply industry output is calculated by combining the steam
and hot water sales of integrated energy providers with the hot spring profits of provincial
public corporations. Water supply industry output is calculated by combining Korea Water
Resources Corporation (K-water) and provincial public corporations’ water sale .
Intermediate Input
8.78
Intermediate input for the electricity, gas, water supply industry is estimated
through statements from each institution and the input structure of Input-Output Tables.
Value added
8.79
Value added for the electricity, gas, water supply industry is estimated by
deducting intermediate input from output.
5.3 Estimation Method in Current Year
A. Nominal Value
Output
8.80
Current-year output for the electricity, gas and water supply industry is compiled
in the same manner as the reference-year estimation method.
Intermediate Input
8.81
The calculation for current-year nominal intermediate input for the electricity,
gas, water supply industry is identical to the method used for reference-year intermediate
input.
Value Added
8.82

Current-year nominal value added for the electricity, gas, water supply industry is
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calculated by deducting nominal intermediate input from nominal output.
B. Real Value
Output
8.83
Current-year real output for the electricity, gas and water supply industry is
calculated by applying the rate of change in the sales amount to the previous year’s output.
Intermediate Input
8.84
Real value of intermediate input for the electricity, gas and water supply industry
is calculated by deflating nominal intermediate inputs with the PPI or CPI, etc. Moreover,
the real value can be derived by using the compounded rate of change in quantity for each
input item. Which method is used depends on data availability.
Value Added
8.85
Current-year real value added for the electricity, gas and water supply industry is
calculated by using the double deflation method. That is to say it is calculated by deducting
real intermediate input from real output.
5.4 Data Sources
8.86
Annual estimates concerning the electricity, gas, water supply industry, are drawn
from the relevant companies’ balance sheet statistics that reflect their cost structures. In the
case of water supply by provincial public corporations, data from the Ministry of Public
Administration and Security is applied.
8.87
Reference and current year estimations for the electricity, gas, water supply
industry use the data sources listed in Table III-8-12.
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Table III-8-12
Classification

Sale of
electric power

Self-generation

Gas supply

Heat supply

Data Sources of Electricity, Gas and Water Supply
Reference Material

Responsible Institution

Balance sheets

Korea Electric Power Corporation,
Korea Power Exchange, etc.

Electric power transaction
Statements

Korea Power Exchange

Monthly report on major
electric power statistics

Korea Electric Power Corporation

Unit value of import of
nuclear Fuel

Korea Hydro and Nuclear Power

Direct-sale results

Hanju, Yeochun NCC,
Daegu Dyeing Industrial Center

Commercial self power
generation results

Korea Power Exchange

Balance sheets

Korea Gas Corporation

Gas sales results

City gas companies,
Korea Gas Corporation

Heat supply results

Integrated energy providers

Integrated energy business
materials

Korea Energy Management Corporation

Water supply profit results

Provincial government offices,
Korea Water Resources Corporation

Balance sheets

Korea Water Resources Corporation
Ministry of Public Administration and Security

Water supply

6. Construction
6.1 Definition and Coverage
8.88
The construction industry refers to industrial activities, carried out by general or
professional builders on their own account or on a contract basis:
■erecting or installing various buildings (including temporary buildings and
prefabricated buildings) and structures on construction sites;
■enlarging, rebuilding, remodeling, repairing or dismantling buildings and structures
on construction sites; and
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■blasting, digging and leveling ground to develop construction sites, etc.
8.89

Construction is mainly divided into building construction and civil engineering:

8.90

Building construction is sub-divided into three categories:
■residential building construction;
■non-residential building construction; and
■building repairs.

8.91

Civil engineering is sub-divided into three categories:
■transportation facilities construction
■other general civil engineering; and
■other special civil engineering.

8.92
Construction is also divided into private and government construction depending
on the entity placing the order.
A. Building Construction
Residential Buildings
8.93
Residential buildings are divided into detached home construction and common
home construction:
■Detached home construction includes single-family homes, multi-household homes
and official residences.
■Common home construction includes apartment houses, row houses, multiplex
houses and dormitories.
8.94

Construction of residential buildings includes not only new construction,
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enlargement, remodeling and rebuilding but also large-scale repairs6 that are related to
capital expenditure.
Non-residential Buildings
8.95
Construction of non-residential buildings includes new construction,
enlargement, remodeling, rebuilding and large-scale repairs that are related to capital
expenditure. Non-residential buildings are classified into those for industrial use,
commercial use, educational and social use, public use and others:
■Industrial building construction includes factories and sites for manufacturing,
processing and repairing.
■Commercial building construction includes neighborhood facilities, retail facilities,
lodging facilities, leisure facilities, facilities for storage and the treatment of
dangerous materials, automobile-related facilities and general business facilities.
■Educational and social building construction includes cultural and assembly
facilities (e.g. performance halls, viewing places, assembly places, etc.), medical
treatment facilities, education and research facilities (e.g. schools, vocational
training institutes, educational institutes, research institutes, etc.), religious facilities,
training institutions, cemetery-related facilities, sightseeing and resting facilities
(e.g. outdoor concert halls, freeway rest stops, parks, amusement parks, etc.)
■Public building construction includes public business facilities, military facilities,
broadcasting and communication facilities, etc.
■Others include animal and plant-related facilities, warehousing facilities (e.g. cargo
handling places, etc.) and sewage and waste treatment facilities, etc.
Construction Repairs

6) This refers to expenditures for construction to extend service lives or to increase property values conspicuously.
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8.96
Construction repairs refer to expenditures for general maintenance and repairs7 of
residential buildings, non-residential buildings and structures, including outsourced repairs
and self-completed repairs. Heating, watering, waterproofing, painting and electrical work
conducted for existing buildings and structures are included in construction repairs when
the expenditure is made for current maintenance. However, such capital expenditures as
large-scale repairs that extend service lives or increase property values conspicuously are
not dealt with under construction repairs and are included under building construction in the
relevant sector.
B. Civil Engineering
Transportation Facilities Construction
8.97
Transportation facilities construction is classified into road, railroad, subway,
harbor and airport facilities. The detailed classification is as follows:
■Road facilities construction includes new construction, repairs and renovation and
pavement work for roads, bridges, tunnels, crossroads, land bridges and elevated
roads.
■Railroad facilities construction includes new construction, repairs and renovations of
railroads, bridges and tunnels. However, railroad station buildings are included in
non-residential building construction.
■Subway facilities construction includes new construction, repairs and renovations of
subways. However, in the case of subway stations, construction is classified under
non-residential building construction.
■Harbor facilities construction includes new construction, repairs and renovations of
route facilities such as breakwaters, piers and lighthouses as well as port dredging
work.

7) This refers to upkeep and repair activities carried out regularly to ensure proper use in good condition for the service life period.
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■Airport facilities construction includes new construction, repairs and renovations of
runways and airport-attached facilities.
Other General Civil Engineering
8.98
Other general civil engineering includes erosion control and river work, water
supply and sewage facilities construction, city civil engineering, agriculture and fishery
engineering:
■Erosion control and river work includes the repair and reclamation of rivers, erosion
control work, new construction, repairs and reconstruction of multi-purpose dams,
bank construction, and disaster rehabilitation work.
■Water supply and sewage facilities construction includes new construction, repairs
and reconstruction of water supply, sewage and gas facilities.
■City civil engineering includes land development and land adjustment for roads,
housing lots and factory sites and new construction, repairs and renovations of
parks.
■Agriculture and fishery engineering includes farmland development work, irrigation
facilities construction, cultivation and reclamation, disaster rehabilitation work,
fishing port and fish farming facilities construction, and the construction of farm
roads.
Other Special Civil Engineering
8.99
Other special civil engineering includes power plant facilities construction,
communication facilities construction, equipment installation and other facilities
construction:
■Power plant facilities construction includes installation of facilities for power
generation, transmission and distribution. However, the costs of purchasing
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equipment like power generators are excluded from the output.
■Communication facilities construction includes installation of communication
equipment and cables.
■Equipment installation includes manufacturing facilities and plant construction.
■Other facilities construction encompasses tunnel digging and landscaping,
construction for supply to the military and national defense civil engineering, as well
as civil engineering work that is not included in other sectors.

Table III-8-13

Coverage of Construction

Classification
Building
construction

Civil
engineering

Coverage

Residential

Detached and common homes

Non-residential

Industrial, commercial, educational & social, public buildings and
others

Transportation facilities
construction

Road, railroad, subway, harbor and airport facilities

Other general civil
engineering

Erosion control and river work, water supply and
sewage facilities, city civil engineering, agriculture and fishery
engineering

Other special
civil engineering

Power plant facilities, communication facilities,
equipment installation and other facilities

Table III-8-14

Construction Industry Classification

Construction Type
Building Construction

Civil Engineering

Type of Orders
Private buildings
Government buildings
Private civil engineering
Government civil engineering
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6.2 Estimation Method in Reference Year
Output
Building Construction
8.100
Outputs for residential and non-residential building construction are estimated by
using the value of “construction put in place” listed in the Report on Construction Survey.
Government orders are estimated by using the Report on Construction Survey and
government budget spending data. The value of private orders are obtained by deducting
government building construction from total output.
Construction Repairs
8.101
Construction repairs output is divided into those for residential buildings and
those for non-residential buildings. Construction repairs output for residential buildings is
estimated by using housing expenses and housing repairs expenses in the Household Survey
done by Statistics Korea. That for the non-residential buildings is estimated by using
building areas subject to taxation listed in the Annual Local Tax Statistics Report published
by the Ministry of Public Administration and Security (MOPAS).
Civil Engineering
8.102
Civil engineering output is estimated by using the value of “construction put in
place” listed in the Report on Construction Survey. Those ordered by the government are
estimated by using the Report on Construction Survey and government budget spending
data. Those ordered by the private sector are obtained by deducting government civil
engineering from total output.
Intermediate Input
8.103
Intermediate Input is estimated by multiplying output by the intermediate input
ratio which is obtained through the Input-Output Tables, etc.

Concepts, Sources and Methods

–„„˛ Ł`⁄(¿ )-3

-69~237

2011.2.17 1:40 PM

˘

` 116

ntech4 C9600 2400DPI 175LPI

T

116 Korean System of National Accounts

Value Added
8.104

Value Added is obtained by deducting intermediate input from output.

6.3 Estimation Method in Current Year
A. Nominal Value
Output
8.105
Building construction nominal output is estimated by using the value of
“construction put in place” taken from the Report on Construction Survey, which is the
same as the reference year estimation. Those ordered by the government are estimated by
using government budget spending data and those by the private sector are obtained by
deducting government construction from total output.
8.106
The output of construction repair for buildings is estimated by using building
areas subject to taxation and housing expenses and housing repair expenses detailed in the
Household Survey.
8.107
Civil engineering output is estimated by using the value of “construction put in
place” from the Report on Construction Survey. Engineering ordered by the government is
estimated by using the government budget spending data, and that ordered by the private
sector is obtained by deducting the public sector figures obtained from the budget data from
total output.
Intermediate Input
8.108

Nominal intermediate input is obtained by deducting value added from output.

Value Added
8.109

Nominal value added is estimated by multiplying output by the value added ratio,
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which is obtained through the Report on Construction Survey from Statistics Korea, the
Financial Statement Analysis on Construction from the Construction Association of Korea
(CAK), and the Bank of Korea’s Financial Statement Analysis, etc.
B. Real Value
Output
8.110
Real output is estimated by deflating nominal output using the output deflator.
The output deflator is obtained by calculating the weighted average between the
intermediate input deflator and value added deflator, which are obtained by using the InputOutput Tables, PPI and the wage index.
Intermediate Input
8.111
Real intermediate input is estimated by deflating nominal intermediate input
using the intermediate input deflator.
Value Added
8.112
output.

Real value added is obtained by deducting real intermediate input from real

6.4 Data Sources
8.113

Data sources for estimation are as follows.

Concepts, Sources and Methods
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Table III-8-15
Reference Material

Data Sources of Construction
Institution Responsible

Major Contents

Report on
Construction Survey

Statistics Korea

Value of construction put in place

Statistics of building
commencement works

Ministry of Land, Transportation &
Maritime Affairs

Building commencement works

Central and local
government budget
spending data

Ministry of Strategy and Finance
Ministry of Public Administration
and Security

Budget spending on construction

Annual Local Budget
Statistics Report

Ministry of Public Administration and
Security

Budget spending on construction

Data on construction results

Relevant institutions

Private expenditures on construction

Annual Local Tax Statistics
Report

Ministry of Public Administration and
Security

Building areas subject to taxation

Household Income and
Expenditures

Statistics Korea

Housing repair expenses

Farming & Fishery
Household Income and
Expenditures

Statistics Korea

Housing repair expenses

National Wealth Statistics

Statistics Korea

National wealth by type

Financial statement
analysis on construction

Construction Association of Korea

Financial statements of construction
firms

Financial statement
analysis

The Bank of Korea

Financial statement of construction
firms

Survey on Wages &
Working Hours at
Establishments

Ministry of Employment and Labor

Wage statistics from the construction
industry

Unit price of construction
wage

Construction Association of Korea

Wage statistics from the construction
industry

Producer Price Index

The Bank of Korea

Price of intermediate input items

T
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7. Wholesale and Retail Trade, Restaurants and Hotels
7.1 Definition and Coverage
A. Wholesale and Retail Trade
8.114
The wholesale and retail trade industry refers to the industrial activities of
reselling new products and secondhand goods to consumers, enterprises, other wholesalers
and retailers without any product transformation. Industries in the wholesale and retail trade
provide the following services: assorting, repackaging, trademark attachment and delivery
of products.
8.115
The wholesale industry includes the following professionals: wholesalers who
possess ownership of products and sell the products to retailers, industrial suppliers who
supply goods to industrial companies and groups, exporters, importers, dealers of
secondhand goods, and commodity brokers who have no ownership of goods but sell or
purchase goods as an agent.
8.116
The retail industry includes the following activities: establishing display shops
and selling goods to consumers, door-to-door home sales, delivery sales and mobile sales,
and sales by communication media.
8.117
However, should a company provide raw materials to another manufacturer to
have it manufacture a product that will be returned and sold under the initiating company’s
responsibility, that transaction is classified as manufacturing, not wholesale or retail trade.
This is because transformation of the product has occurred. A company which manufactures
and sells specific goods for individuals, household consumption and the general public is
also classified as manufacturing, not as part of the retail trade industry. The sale of food for
immediate consumption is part of the food service sector. Supplying gas from a pipeline
facility is classified as the manufacture of gas and distribution of gaseous fuel through
mains.
8.118

The wholesale and retail trade industry also can be classified into agricultural,
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forestry, livestock, fishery goods, mining products and industrial goods by the commodities
they trade.
Table III-8-16

Coverage of Wholesale and Retail Trade

Classification

Coverage

Wholesale trade

Specialized-commodity wholesale trade, non-specialized wholesale trade, product
brokerage

Retail trade

Specialized-commodity retail trade, non-specialized retail trade, non-store retail

B. Restaurants and Hotels
8.119
The restaurant industry refers to the supplying of meals, snacks, and beverages to
customers for immediate consumption on and off the premises.
Table III-8-17
Classification

Coverage of Restaurants
Coverage

General restaurants

Korean restaurants, Chinese restaurants, Japanese restaurants; Western
restaurants, etc.

Other restaurants

Confectioneries stores, cafes, chain restaurants, catering services, etc.

Drinking places

General amusement drinking places, dancing amusement drinking places, other
drinking places.

8.120
The hotel industry provides lodging or short-term accommodation services for
travelers, vacationers, and others. The establishments in these industries can be divided into
two sub-sectors: tourist accommodations and other accommodations.
8.121
Tourist accommodations provide short-term lodging to individuals or
membership owners by charging fees through hotels, inns, condominium, private resorts
and youth camps.

–„„˛ Ł`⁄(¿ )-3

-69~237

2011.2.17 1:40 PM

˘

` 121

ntech4 C9600 2400DPI 175LPI

T

Chapter 08 Production Approach 121

8.122
Other accommodations comprise establishments primarily engaged in operating
rooming and boarding houses and similar facilities. These establishments provide longerterm accommodations that may serve as a principal residence for the period of occupancy.
These establishments may also provide meals, laundry and other related services.
Table III-8-18

Coverage of Hotels

Classification

Coverage

Tourist accommodations

Hotels, inns, condominiums, company rest facilities, youth camps

Other accommodations

Boarding and rooming houses

7.2 Estimation Method in Reference Year
A. Wholesale and Retail Trade
Output
8.123
The output of the wholesale and retail trade refers to the total trade margin
realized from goods that wholesalers and retailers purchase for the purpose of resale. The
trade margin includes not only trades conducted for ownership of goods, but also
commissions received while performing brokerage activities without actual ownership of
goods. Accordingly, output of the wholesale and retail trade industry, namely the trade
margin, means the difference between the price realized from goods purchased for the
purpose of resale and the price that wholesalers and retailers must pay to mobilize goods
again at the time of their sale or disposal. Goods purchased for resale should be valued
excluding any transport charges invoiced separately by the suppliers or paid to third parties
by wholesalers or retailers; these transport services form part of the intermediate
consumption of the wholesalers or retailers.
8.124

In the national accounts, the margin8, the output of wholesale and retail trade is

8) (Alternative formulae) Trade margin = Sales amount—Purchase amount
= Sales—Cost of goods sold (Commodity trading cost)

Concepts, Sources and Methods
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estimated by summing trade margins for each commodity. Trade margins are estimated by
multiplying the supply amount (Domestic output + Imports - Exports - Inventory) by
distribution and markup ratios which are identified in the Input-Output Tables.
8.125
The trade margin can also be computed by multiplying the markup (or margin)
ratio by total sales revenue. Conceptually, the trade margin is similar to the gross profit in a
company’s financial statement. The difference in the two ratios’ calculations and purposes
are explained in the box below.
Intermediate Input
8.126

Intermediate input is estimated by deducting value added from output.

Value added
8.127
Value added is estimated by multiplying output by the value added ratio found
from Input-Output Tables. Compensation of employees, fixed capital and operating surplus
are estimated using Input-Output Tables.
Box III-8-2

Markup Ratio and Margin Ratio

The markup ratio reflects the changes in price due to the distributor’s intervention in the
distribution process.
Markup Ratio: Trade margin (Sales* - Cost of goods sold) ÷ Cost of goods sold.
This ratio is collated for the purpose of appraising the commodity trade volume at the purchaser’s
price in the Input-Output Tables.
Margin Ratio: Trade margin ÷ Sales*.
This ratio is used for measuring the trade margin of export goods.
*Sales: Final consumer’s purchase price x Quantity sold

= Sales—(Beginning inventory + Current purchase amount—Ending inventory)
= Cost of goods sold (Commodity trading cost) x Gross profit/Cost of goods sold
= Cost of goods sold (Commodity trading cost) x Markup ratio
= Sales x Gross profit/Sales
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B. Restaurants and Hotels
Output
8.128

Output is estimated from the Service Industry Census, etc.

Intermediate Input
8.129

Intermediate input is estimated by deducting value added from output.

Value added
8.130
Value added is estimated by multiplying output by the value added ratio from
Input-Output Tables. Compensation of employees, fixed capital and operating surplus are
allocated using the information from Input-Output Tables.
7.3 Estimation Method in Current Year
A. Nominal Value
8.131
Annual estimations of nominal output, intermediate input and value added are the
same as the reference year estimation methods.
B. Real Value
Output
8.132
Real output is estimated by dividing the nominal output by appropriate price
indices corresponding to each item. CPI, PPI and import price index are used for the
wholesale and retail trade, and CPI is used for restaurants and hotels.
Intermediate Input

Concepts, Sources and Methods
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8.133
Real intermediate input is estimated by deflating nominal intermediate input
using the appropriate deflator.
Value added
8.134
The double deflation method is used for estimating value added. Therefore, real
value added is estimated by deducting real intermediate input from real output.
7.4 Data Sources
Table III-8-19

Data Sources of Wholesale and Retail Trade,
Restaurants and Hotels

Classification

Reference Material

Institution Responsible

Wholesales and retail trade

Wholesale and Retail Trade Survey
External trade estimate
Exports and Imports

Statistics Korea
National Tax Service
Korea Customs Service

Restaurants and hotels

Service Industry Census
External trade estimate

Statistics Korea
National Tax Service

8. Transportation and Storage
8.1 Definition and Coverage
8.135
The transportation and storage industry refers to industrial activities related to
providing passenger or freight transport, whether scheduled or not, by rail, road, water or
air, and the associated production carried out in terminals; parking facilities; airfields;
harbors; and cargo handling, storage, and operation of other related facilities.
8.136

The transportation and storage industry has 13 sub-classifications:
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Table III-8-20

Coverage of Transportation and Storage

Classification

Coverage

Passenger rail transport

Passenger transport by railways, including inter-urban, urban and suburban

Freight rail transport

Freight transport on mainline rail networks as well as short-line freight railroads

Passenger road transport

Passenger road transport, including scheduled bus services, charters, excursions
and other occasional coach services, taxi operation, airport shuttles, etc.

Freight road transport

All freight transport operations by road and transport via pipelines

Inland and coastal water
transport

Transport of passengers and freight over inland and coastal waters

Sea transport

Transport of passengers and freight overseas

Air transport

Transport of passengers and freight by air or via space

Service activities incidental
to land transportation

Supporting activities related to land transport of passengers, freight, etc.

Service activities incidental
to water transportation

Supporting activities related to water transport of passengers, freight, etc.

Service activities incidental
to air transportation

Supporting activities related to air transport of passengers, freight, etc.

Cargo handling

Loading and unloading of freight irrespective of the mode of transport used for
transportation

Warehousing and storage

Operation of storage and warehouse facilities for all types of goods

Other transport-related
services

Forwarding of freight, arranging or organizing of transport operations, activities of
sea-freight forwarders and air-cargo agents, etc.

8.2 Estimation Method in Reference Year
A. Passenger and Freight Rail Transport
Output
8.137
Output for the reference year is measured based on the financial statements of
railway corporations.
Intermediate Input

Concepts, Sources and Methods
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8.138
Intermediate input of the reference year is also measured based on the financial
statements. Each of the input items is identified based on operating cost statements and
other supplementary schedules.
Value Added
8.139
Value added of the reference year is obtained by subtracting intermediate input
from output. Each item for value added (compensation of employees, consumption of fixed
capital, taxes, and operating surplus) is calculated based on collected financial statements.
B. Air Transport and Supporting Service
Output
8.140
Output for air transport and supporting services in the reference year is estimated
based on the financial statements of airlines and related corporations.
Intermediate Input and Value Added
8.141
Intermediate input and value added in the reference year are estimated using the
same method used to estimate rail transport.

C. Passenger Road Transport and Other Sectors
Output
8.142
The outputs for passenger road transport and other sectors in the reference year
are derived from the Report on the Transportation Survey collected by Statistics Korea.
Intermediate Input
8.143

Intermediate input in the reference year is measured by adding up operating
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expenses based on the report above.
Value Added
8.144
Value added for the reference year is obtained by subtracting intermediate input
from output. Each item of the value added (compensation of employees, consumption of
fixed capital, taxes and operating surplus) is calculated based on the Report on the
Transportation Survey and other related data sources.
8.3 Estimation Method in Current Year
A. Nominal Value
8.145
The nominal values of output, intermediate input and value added are estimated
by using the same methods as those for the reference year.
B. Real Value
Output
8.146
The real value of output is primarily computed by dividing nominal value by the
appropriate deflator. The chain-linking method is used for aggregate volume estimates.
Intermediate Input
8.147
The real value of intermediate input is calculated by deflating the nominal value
of each input by the appropriate price index. The chain-linking method is also used for
aggregation.
Value Added
8.148
The real value added is measured by applying double deflation and chain-linking
methods.

Concepts, Sources and Methods
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8.4 Data Sources
Table III-8-21

Data Sources of Transportation and Storage
Reference material

Institution Responsible

Report on the Transportation Survey

Statistics Korea

Statistical Yearbook of the Ministry of Land,
Transport and Maritime Affairs

Ministry of Land, Transport and Maritime Affairs

Financial statements of Korea Railroad Corporation

Korea Railroad Corporation

Financial statements of subway corporations

Subway corporations

Financial statements of Korea Expressway Corporation

Korea Expressway Corporation

Maritime Industry Report

Korea Ship Owners’ Association

Financial statements of airlines

Korean Airlines, Asiana Airlines, etc.

Airport Corporations’ financial statements

Korea Airports Corporation, Incheon International
Airport, Korea Airport Service, etc.

9. Finance and Insurance
9.1 Definition and Coverage
8.149
The finance and insurance industry covers the industrial activities of financial
institutions which are principally engaged in financial intermediation or in auxiliary
financial activities which are closely related to financial intermediation. Financial
intermediation may be defined as a productive activity in which financial institutions play a
role to settle individual economic agents’ fund shortages or surpluses by intermediating
funds between lenders and borrowers through the financial market. “Auxiliary financial
activities” refer to supplementary productive activities, which are not financial

9) According to the SNA 1993, financial intermediation is defined as a productive activity in which an institutional unit incurs
liabilities on its own accounts for the purpose of acquiring financial assets by engaging in financial transactions on the market.
Auxiliary financial activity refers to a supplementary productive activity which facilitates financial intermediation (paragraph 4.77).
Meanwhile, the provision of services that are auxiliary to financial intermediation may be carried out as secondary activities of
financial intermediaries or they may be provided by specialist agencies or brokers. The latter are called financial auxiliaries (e.g.
securities brokers, flotation companies, loan brokers, etc.) (paragraph 4.80). And they form a sub-sector of the finance and insurance
industry.

–„„˛ Ł`⁄(¿ )-3

-69~237

2011.2.17 1:40 PM

˘

` 129

ntech4 C9600 2400DPI 175LPI

T

Chapter 08 Production Approach 129

intermediation in themselves but help financial intermediation take place smoothly.9
8.150
sectors:

The finance and insurance industry can be grouped into the following sub-

■the central bank and bank depository corporations;
■non-bank depository corporations;
■other financial intermediaries, excluding insurance corporations and pension funds;
■life insurance corporations;
■non-life insurance corporations; and
■financial auxiliaries.
A. The Central Bank and Bank Depository Corporations
8.151
The central bank is the institution whose principal role is to issue currency, to
manage reserve deposits of other depository corporations and government deposits, to
manage official foreign exchange reserves and to exercise bank supervisory functions. In
Korea’s case, sub-sectors of the central bank include the Bank of Korea, the Financial
Supervisory Service and the Foreign Exchange Stabilization Fund. Bank depository
corporations are institutional units which are primarily engaged in financial intermediation
and which have liabilities in the form of deposits or financial instruments. Depository banks
are sub-divided into commercial banks (including foreign bank branches in Korea) and
specialized banks.
B. Non-Bank Depository Corporations
8.152
Non-bank depository corporations are institutional units that are similar to bank
depository corporations, but they do not have liabilities in the form of deposits payable on
demand. Non-depository corporations are classified into mutual finance companies, bank
trusts, investment trust management companies, merchant banking corporations, the Korea
Post Postal Savings Division, etc.
C. Other Financial Intermediaries

Concepts, Sources and Methods
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8.153
Other financial intermediaries are institutional units primarily engaged in
financial intermediation, excluding the central bank, depository corporations, life insurance
and non-life insurance corporations. They raise funds on the financial markets, but not in
the form of deposits or financial instruments, for the purpose of acquiring financial assets.
Financial corporations classified under this heading include securities companies, mutual
funds, finance companies, and other intermediaries.
D. Life Insurance Corporations
8.154
Life insurance corporations consist of institutional units which offer life-related
insurance, and institutional units (pension funds) that are established for the purpose of
providing benefits on retirement for specific groups of employees. The pension funds have
their own assets and liabilities, and they engage in financial transactions in the market on
their own account. These funds are organized by private or government employees, and
their employers. The employees and/or employers make regular contributions. This subsector includes life insurance companies, the Korea Post Postal Insurance Division, pension
insurance and mutual life aid companies.
E. Non-life Insurance Corporations
8.155
Non-life insurance corporations, which are similar to life insurance corporations,
are institutional units providing insurance related to accidents or fire to individual
institutional units or groups of units. This sub-sector includes non-life insurance companies,
Korea Export Insurance Corporation and non-life mutual aid companies.
F. Financial Auxiliaries
8.156
Financial auxiliaries are institutional units which are, for the purpose of
accelerating financial intermediation, engaged primarily in activities closely related to
financial intermediation but which do not themselves perform an intermediation role. This
sub-sector consists of corporations such as securities institutions10, financial supplementary
10) Among securities institutions, securities companies are recognized as performing financial intermediary functions between
investors and Korea Securities Finance Corporation through customers’ deposits.
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Table III-8-22

Coverage of Finance and Insurance

Classification

Central bank and bank
depository corporations

Non-bank depository
corporations

Coverage
The Bank of Korea, Foreign Exchange Stabilization Fund, Financial
Supervisory Service
Depository banks (general banks, specialized banks, domestic branches of foreign
banks, etc.)
Mutual financing unit associations (Nonghyup and Suhyup, the Federation of
Savings Banks, credit unions, community credit cooperatives, etc.); bank trusts;
trust investment management companies; merchant banks; Korea Post Postal
Savings Division, etc.
Securities investment companies

Other financial
intermediaries

Credit-specialized companies (installment finance, credit cards; financial leasing,
new technology project finance, etc.)
Other intermediaries (the Korea Securities Finance Corporation, the Export-Import
Bank of Korea, pawnshops)
Life insurance companies
Korea Post Postal Insurance Division

Life insurance
companies

Pension insurance (public servants’ pension, military pension, private school
teachers’ pension, etc.)
Life insurance-related mutual aid from Nonghyup and Suhyup, Korea
Teachers’ Mutual Aid Association, Military Mutual Aid Association, etc.
Non-life insurance companies (including Seoul Guarantee Insurance)

Non-life insurance
companies

Korea Export Insurance Corporation (KEIC)
Non-life mutual aid from Nonghyup and Suhyup, Korea Shipping Association
Mutual Aid, Korea Construction Financial Cooperative, National Taxi Mutual Aid
Association, National Bus Mutual-Aid Association, etc.
Securities institutions (Securities companies; Futures companies, Korea
Exchange, KOSCOM, Korea Securities Depository, etc.)

Financial auxiliaries

Financial auxiliary service institutions (Korea Asset Management Corporation,
Korea Financial Telecommunication & Clearings Institute, money exchangers,
fund intermediary companies, investment consulting companies, etc.)
Insurance auxiliary service institutions (Credit Guarantee Fund, Technology Credit
Guarantee Fund, Housing Finance Credit Guarantee Fund, Agricultural, Forestry
and Fishery Industry Credit Guarantee Fund, Korea Deposit Insurance
Corporation, etc.)

Concepts, Sources and Methods
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service institutions and insurance supplementary service institutions.
9.2 Estimation Method in Reference Year
A. The Central Bank and Bank Depository Corporations
Output
8.157
Output for the central bank is estimated using the input approach which is adding
up ordinary expenses such as fees and charges, cost of issuing national currency,
depreciation costs, severance payments, and general administrative costs.
8.158
The output for bank depository corporations consists of financial intermediation
services (FISIM) and actual services. Financial intermediation services are sub-divided into
intermediation services on loans and intermediation services on deposits. The output of
intermediation services on loans is calculated by deducting outstanding loans multiplied by
the reference rate from property income receivable. The output of intermediation services
on deposits is calculated by deducting property income payable from outstanding deposits
multiplied by the reference rate. Property income receivable refers to interest receivable by
the financial intermediaries, discount fees and gains on securities redemption.
8.159
On the contrary, property income payable means interest payable and losses on
securities redemption, etc. Financial intermediation services are related to the function of
connecting deposits with fund users. According to the 2008 SNA, financial intermediation
also includes loaning internal funds.
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Box III-8-3

Financial Intermediation Services Indirectly Measured (FISIM)

Financial institutions primarily settle individual economic agents’ fund shortages or surpluses by
intermediating funds between lenders and borrowers through the financial market. Therefore, the
difference between interest receivable and interest payable becomes the major operating income
for financial institutions. In national accounts, however, interest receivable and payable is
basically considered as the distribution of value added, that is a property income transaction, not
as output or intermediate input. In other words, the interest payable of each industry or household
is not considered to be intermediate input, and their interest receivable is not considered to be
output. If this rule is applied to financial institutions, however, output for financial institutions
should only include actual services such as remittance charges.

■

To avoid this problem, financial institutions’ interest receivable and interest payable are not
regarded as property income transactions, unlike the case of other economic units. Financial
intermediation services are included in the output of financial institutions, and these financial
intermediation services become intermediate input or output for industry and households.

■

Unlike actual services, financial intermediation services are hard to estimate directly. They are
collectively known as the financial intermediation services indirectly measured (FISIM).

■

■

FISIM output is currently calculated using the following formula:
FISIML = L x (Lr - r*)
= RL - (L x r*) .............................. (1)
FISIMD = D x ( r* - Dr)
= (D x r* ) - RD ........................... (2)
where,
FISIML: financial intermediate services on loans,
FISIMD: financial intermediate services on deposits,
Lr: interest rate of loans, Dr: interest rate of deposits
RL: the amount of interest receivable for loans (property income receivable),
RD: the amount of interest payable for deposits (property income payable),
r*: reference rate, L: the amount of loans, D: the amount of deposits

Before 2000, in accordance with the 1968 SNA, FISIM had been treated as an independent
nominal industry and intermediate input. After 2000, however, in accordance with the 1993 SNA,
FISIM has been distributed to each industry (or unit). FISIM for each industry and private
consumption is estimated using financial asset and liability statistics, loans to industry by
commercial and specialized banks, and financial statement analysis, etc. FISIM for import and
export is obtained by using balance-of-payment statistics and statistics of foreign exchange
receipts and payments.

■

Concepts, Sources and Methods
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Intermediate Input
8.160
Intermediate input for the central bank is estimated by deducting such value
added items as personnel expenses and consumption of fixed capital from output.
8.161
Intermediate input of bank depository corporations is estimated by adding
intermediate input items. Expenses related to intermediate input include the following
items: traveling and transportation, communication, electricity and water, fuel maintenance,
expendables, clothing, books and publications, repairs and maintenance, vehicle costs,
rental charges, commissions, transportation and storage, protecting confidentiality, business
promotion, PR expenses, education training, business development, insurance premiums
paid, health and medical expenses, and sports activities. All items described above can be
seen on the income statement and the detailed statement of expenditures.
Value Added
8.162
The value added of the central bank consists of compensation of employees,
consumption of fixed capital and other taxes on production. Compensation of employees
includes all labor cost-type expenditures: wages and salaries, retirement benefits, overtime
pay, welfare benefits, award expenses, etc. Consumption of fixed capital is estimated by
adding the depreciation costs on tangible and intangible assets. The amount of other taxes
on production is allocated by government unit.
8.163
The value added for bank depository corporations is divided into compensation of
employees, consumption of fixed capital, other taxes on production, and operating surplus.
Compensation of employees, consumption of fixed capital and other taxes on production
are estimated by the same method employed by the central bank. Operating surplus is
calculated by subtracting compensation of employees, consumption of fixed capital and
other taxes on production from the total amount of value added, the amount of output left
after deducting intermediate input.
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B. Non-Bank Depository Corporations and Other Financial Intermediaries
Output
8.164
The output for non-bank depository corporations and other financial
intermediaries consists of financial intermediation services (FISIM) and actual services
similar to bank depository corporations. FISIM and actual services are calculated using the
same methods employed by bank depository corporations. Among commission income,
however, fees for credit card cash advance services and card loans are included in property
income receivable and excluded from the actual services.
Intermediate Input
8.165
Intermediate input of non-bank depository corporations and other financial
intermediaries is estimated using income statements and the detailed statements of
expenditures; the same method used by bank depository corporations.
Value Added
8.166
The value added for non-bank depository corporations and other financial
intermediaries is also divided into compensation of employees, consumption of fixed
capital, other taxes on production and operating surplus. Value added is determined in the
same manner used by bank depository corporations.
C. Life Insurance and Non-life Insurance
8.167
Output of life insurance and non-life insurance is estimated by deducting the sum
of net insurance claims payable11 and net increases in insurance technical reserves12 from the
sum of net premiums receivable, premium supplements and commission on the balance

11) Net insurance claims payable = Actual claims due - Refund of claims due + (Reinsurance claims due - Reinsurance claims due for
outward)
12) Net increase in reserves = Reserves retained for insurance contracts - Reserves released for insurance contract

Concepts, Sources and Methods
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sheets of the relevant institutions.13 In the meantime, intermediate input and value added are
estimated by the same method as that used for depository corporations.
D. Financial Auxiliaries
8.168
Similar to depository corporations, the output of financial auxiliaries is also
composed of actual services and FISIM. For financial auxiliaries, FISIM is computed only
in securities companies. Securities companies channel funds from one institutional unit to
the others through customers’ deposits and some loans. The actual services are derived by
adding up various commission incomes. Outputs for securities institutions other than
securities companies, and for financial auxiliary service institutions, are calculated as the
sum of their various commission incomes, respectively.
8.169
Meanwhile, intermediate input and value added for financial auxiliaries are
calculated through the same method that is used for depository corporations.
9.3 Estimation Method in Current Year
A. Nominal Value
8.170
The method for estimating nominal value for finance and insurance is the same as
that used to calculate it in the reference year.
B. Real Value
The Central Bank and Bank Depository Corporations
8.171

Since output for the central bank is estimated using the input approach, the

13) In the case of non-life insurance, a situation may occur in which companies have to pay enormous amounts of insurance claims at
once; like after the September 11, 2001 terrorist attacks. According to the present 1993 SNA in which output for non-life insurance
is measured as insurance premiums less insurance claim payments, there could be a negative (-) output. For this reason, the 2008
SNA recommends that the formula of the calculation of output should not use actual claims but a figure based on past
experience and future expectations. Insurance companies base premiums on their own estimations of the likelihood of claims, and
the term “adjusted claims” is used to describe the level of claims used in determining the value of output.
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central bank’s output at real prices is obtained by combining real intermediate input and real
value added. Real intermediate input is calculated by dividing nominal intermediate input
by deflators. Real value added is estimated by converting nominal compensation of
employees, nominal consumption of fixed capital and nominal other taxes on production
that constitute nominal value added to real terms by using deflators and combining all the
real amounts from the various sectors.
8.172
Real output for bank depository corporations is sub-divided into financial
intermediation services and actual services calculated by a different methodology,
respectively. The estimation procedure for real price financial intermediation services has
three stages. In the first stage, real price interest-bearing assets and liabilities are found by
deflating current-price interest-bearing assets and liabilities using a deflator such as the
producer price index (PPI). In the second stage, intermediation services on loans and on
deposits are obtained by multiplying the FISIM margin rate of the previous year (FISIM on
loans divided by interest-bearing assets, FISIM on deposits divided by interest-bearing
liabilities) by interest-bearing assets and liabilities calculated in the first stage. In the final
stage, real-price financial intermediation services are obtained by adding up intermediation
services on loans and deposits. And actual services at real prices are calculated by deflating
current-price actual services using a deflator such as the consumer price index (CPI).
8.173
Intermediate input at real prices for bank depository corporations is calculated by
dividing current price intermediate input by the deflator.
8.174
Estimate of real value added for bank depository corporations is obtained by
subtracting real intermediate input from real output.
Non-Bank Depository Corporations and Other Financial Intermediaries
8.175
Similar to bank depository corporations, real output for non-bank depository
corporations and other financial intermediaries also consists of financial intermediation
services and actual services, and it is calculated in the same method as that used for bank
depository corporations.

Concepts, Sources and Methods
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8.176
Meanwhile, intermediate input at real prices for non-bank depository
corporations and other financial intermediaries is calculated by dividing current price
intermediate input by the deflator.
Life Insurance and Non-life Insurance
8.177
Value added at real prices for life insurance and non-life insurance is estimated by
deducting intermediate input from output. Output at real prices is calculated by dividing
current output by the deflator, and real intermediate input is calculated by dividing current
intermediate input by the deflator.
Financial Auxiliaries
8.178
Value added at real prices for financial auxiliaries is estimated by deducting
intermediate input from output. For securities companies which create FISIM, real interestbearing assets and liabilities are found by extracting nominal interest-bearing assets and
liabilities related to customers’ deposits from the securities companies’ balance sheets and
converting them with the deflator in a similar way to the method used for depository
corporations. Following that, real price financial intermediation services are calculated by
multiplying the value of such services on loans and deposits by the FISIM margin rate for
the previous year, respectively.
8.179
Services that form part of output at real prices for financial auxiliaries are
calculated by dividing the sum of current-price actual services by the deflator. In the
meantime, real-price intermediate input is estimated by dividing current-price intermediate
input by the deflator.
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9.4 Data Sources
Table III-8-23
Classification

Data Sources of Finance and Insurance
Reference Material

Institution Responsible

The Central Bank

Balance sheets

The Bank of Korea, Financial Supervisory Service

Depository corporations,
other financial
intermediaries

Balance sheets

Financial Supervisory Service and individual
financial institutions

Financial assets and
liabilities

The Bank of Korea

Balance sheets

Financial Supervisory Service and individual
financial institutions

Producer Price Index

The Bank of Korea

Consumer Price Index

Statistics Korea

Life insurance, non-life
insurance, financial auxiliaries
Deflator

10. Real Estate & Renting
10.1 Definition and Coverage
8.180
The real estate and renting industry covers housing services, the real estate
leasing and development industry, the real estate-related service industry, the renting of
machinery and equipment without operators and of personal and household goods.
A. Housing Services
8.181
Housing services are connected to providing someone a dwelling in which to
reside. Housing services include not only actual rental services occurring when an owner
leases housing to tenants but also imputed rental; comparable services occurring when
property owners personally reside in their property.
8.182
Different from the general case where self-service for the purpose of final use is
excluded from production, imputed rental services produced in the owner-occupied
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dwelling industry are included in production14. Imputed rental services are measured as the
amount of rent the resident owner of a property would have to pay if he or she were renting
the same property.
B. Real Estate Leasing and Development Industry
8.183
The real estate leasing and development industry refers to the industry concerned
with leasing real estate for non-residence or with creating and developing real estate for
various use. It can be sub-divided into the real estate leasing and the real estate
development industries. The real estate leasing industry covers the activity of leasing
buildings for purposes other than habitation, and the real estate development industry
covers the activity of forming and developing real estate for various uses and creating
economic value added.
C. Real Estate-related Service Industry
8.184
The real estate-related service industry refers to the industry that offers various
accompanying services related to real estate, including intermediation, appraisal and
management. It consists of the real estate brokerage industry, the real estate appraisal
industry and the real estate management industry. The real estate brokerage industry covers
real estate intermediary and agent services in the course of leasing, purchasing and selling
real estate under commission or contract. The real estate appraisal industry involves the
business of estimating and appraising real estate under commission or contract. The real
estate management industry refers to the activity of managing others’ real estate as an agent
under commission or contract.
D. Renting of Machinery and Equipment without Operators and of Personal and
Household Goods

14) This is because ① the percentage of leased housing among total housing differs widely among countries and can even change
sharply within a country given the passage of time. If owner-occupied imputed rental costs are not reflected in production,
international comparisons between production and consumption of dwelling services could be distorted; ② there are countries that
impose taxes on owner-occupied imputed rental service; and ③ a number of countries have long recognized housing possession
imputed service as production activity.
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8.185
This industry group includes the commercial rental of computers and other office
machines and various personal & household goods. It also includes the rental of
transportation equipment and heavy machinery without operators.
Table III-8-24

Coverage of Real Estate & Renting

Classification
Housing Service Industries
Real estate leasing
and development
Real estate-related
service

Real estate leasing

Coverage
Actual rental services, imputed rental services
Real estate rental business

Real estate development

Real estate development business

Real estate brokerage

Real estate brokerage business

Real estate appraisal

Real estate appraisal business

Real estate management

Real estate management business

Renting machinery and equipment without
operators and of personal and household
goods

Rental of transportation equipment, heavy machinery for
construction and civil engineering, computers and other office
machinery, discs and videos, books, sports and leisure
goods, clothing, etc.

10.2 Estimation Method in Reference Year
A. Housing Services
8.186
Output for housing services is obtained by summing up actual rental service and
imputed rental service which are estimated separately by using the total population and the
Housing Survey Report put out by Statistics Korea. Actual rental service is obtained by
using the actual rental costs for various rental services multiplied by the number of
households. Imputed rental service is estimated by using imputed rental cost and the
corresponding number of households.
8.187
Value added is obtained by multiplying output by the value added ratio found in
Input-Output tables.

Concepts, Sources and Methods
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B. Real Estate Leasing and Development Industry
8.188
Output for the real estate leasing industry is obtained by adding up the rental
costs of economic sectors estimated by various data from the Farm Household Economic
Survey, Fishery Household Economic Survey, Mining and Manufacturing Survey, Service
Industry Survey, and other reports from Statistics Korea. And the value added is obtained
by multiplying output by the value added ratio calculated from Input-Output Tables.
8.189
Meanwhile, output for the real estate development industry is calculated by
adding up the land-development profits of the Korea Land Housing Corporation and the
fees of housing and non-housing sales-related enterprises. Value added for the real estate
development industry is obtained by multiplying output by the value added ratio calculated
from Input-Output Tables.
C. Real Estate-related Service Industry
8.190
Outputs for the real estate brokerage and real estate management industries are
estimated using compiled commercial and individual returns released by the National Tax
Service. Value added is obtained by multiplying output by the value added ratio calculated
from Input-Output Tables.
8.191
Output, intermediate input and value added for the real estate appraisal industry
are calculated using data offered by the Korea Appraisal Board and Korea Association of
Property Appraisers.
D. Renting of Machinery and Equipment without Operators and of Personal and
Household Goods
8.192
Output for this industry group is estimated using compiled commercial and
individual returns released by the National Tax Service as well as the Service Industry
Survey. Value added is obtained by multiplying output by the value added ratio calculated
through Input-Output Tables. Intermediate input is calculated by deducting value added
from output.
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10.3 Estimation Method in Current Year
A. Nominal Value
8.193
Current price output for housing services is estimated by applying the rates of
change in the number of households by region as announced by the Ministry of Public
Administration and Security (MOPAS) and the rent index of the consumer price index (CPI)
from Statistics Korea.
8.194
Current price output for the real estate leasing and development industry is
estimated by multiplying the rates of change in the service industry activity index of the
relevant industry to the current price output in the same period of the previous year.
8.195
Current price output for the real estate-related service industry and renting of
personal and household goods and machinery and equipment without operators is estimated
by the same method as that used in the reference year.
B. Real Value
Housing Services
8.196
Real price estimates of output for housing services are obtained by applying the
rates of change in the number of households by region to the real price output in the same
period of the previous year. The real-price value added is estimated by applying the current
value added ratio of the previous year to the real price output.
Real Estate Leasing and Development Industry
8.197
Real price estimates of output are obtained by converting the current price output
with a deflator. The real price value added is estimated by applying the current value added
ratio of the previous year to the real price output.
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Real Estate-related Service Industry
8.198
The real price estimate of output is obtained by deflating the current price output,
and the real price value added is estimated by applying the current value added ratio of the
previous year to real price output.
Renting of Machinery and Equipment without Operators and of Personal and
Household Goods
8.199
The real price estimate of output is obtained by converting the current price
output with a deflator. The real price value added is estimated by applying the current value
added ratio of the previous year to the real price output.
10.4 Data Sources
Table III-8-25
Classification

Housing services

Real estate leasing and
development industry

Data Sources of Real Estate & Renting
Reference Material

Institution Responsible

Population & Housing Census

Statistics Korea

Input-Output Tables

The Bank of Korea

The number of households

Ministry of Public Administration and Security

Farm Household
Economic Survey Report

Statistics Korea

Fishery Household Economic
Survey Report

Statistics Korea

Mining and Manufacturing
Survey Report

Statistics Korea

Wholesale & Retail Trade
Industry Survey Report

Statistics Korea

Transportation Industry Survey
Report

Statistics Korea

Service Industry Survey

Statistics Korea

Financial Statement Analysis

The Bank of Korea

Input-Output Tables

The Bank of Korea

Balance sheets

Korea Land and Housing Corporation

Service Industry Activity Index

Statistics Korea
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Real estate-related service
industry

Renting of machinery and
equipment without
operators and of personal
and household goods

Deflators

Financial statements of
corporations and individuals
(balance sheets, income
statement, cost of goods
manufactured statements, etc.)

National Tax Service

Input-output tables

The Bank of Korea

Balance sheets

Korea Appraisal Board, etc.

Financial statements of
corporations and individuals

National Tax Service

Service Industry Survey

Statistics Korea

Service Industry Activity Index

Statistics Korea

Balance sheets

Hire-purchase finance companies, airlines, etc.

Producer price index

The Bank of Korea

Consumer price index

Statistics Korea

11. Information and Communication
11.1 Definition and Coverage
8.200
Information and communication is by and large divided into
postal/telecommunications services, and publishing/movies/broadcasting/information
services.
8.201
Postal/telecommunications services are sub-classified into ① postal activities
referring to the pickup, transport and delivery of letters, parcels, and packages by postal
services, etc.; ② wired and wireless telecommunications referring to the transmission of
various contents by using wired or wireless telecommunication facilities; ③ provision of
Internet access over networks; ④ other telecommunications activities referring to the
provision of various value-added services based on telecommunications networks.
8.202
Publishing/movie/broadcasting/information services are sub-classified into ①
publishing: newspapers, periodicals, books, packaged and customized software, etc.; ②
movies: motion pictures, videos, television program production and distribution activities,
motion picture projection activities, etc.; ③ broadcasting: TV or radio programming and
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broadcasting activities, including terrestrial, cable, satellite and other broadcasts; ④
information services: the management and maintenance of computer facilities, data
processing, hosting and related activities, web portals, etc.
Table III-8-26

Coverage of Information and Communication
Classification

Coverage

Postal activities

Postal/
Telecommunications
services

Telecommuni
cations

Wired
telecommunications

Operating and providing access to facilities for
telecommunication using a wired infrastructure

Wireless
telecommunications

Operating and providing access to facilities for
telecommunication using wireless infrastructure, e. g.
cellular and other wireless telecommunication networks

Provision of Internet access over
networks
Other telecommunications activities
Newspapers
Publishing

Books and
periodicals
Software

Publishing/
Movies/
Broadcasting/
Information
Services

Movies

Motion pictures,
videos, and TV
program production
and distribution
Motion picture
projection

Broadcasting

Information
services

Ordinary mail, registered mail, parcels, EMS, etc.

Provision of Internet access over networks between the
client and the ISP, VOIP, etc.
Other telecommunications activities
Daily and non-daily newspapers
Books, periodicals, dictionaries and encyclopedias,
atlases, maps, etc.
Customized and packaged software, etc.
Production of theatrical and non-theatrical motion
pictures, film editing, distribution of motion pictures,
etc.
Motion pictures or videotape projection in cinemas, in
the open air or in other projection facilities

Terrestrial

Transmitting activities of programs on TV and radio
networks via over-the-air broadcasts

Cable, satellite, and
others

Transmitting activities of programs on TV and radio
networks via cable, satellite, and other broadcasts

Computer facilities
management

Management and maintenance of computer facilities,
etc.

Other information
services

Data processing, online information provision, news
agency activities, web portals, etc.
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11.2 Estimation Method in Reference Year
A. Postal Activities
Output
8.203
Output of postal activities in the reference year is based on the financial
statements of Korea Post, the international express mail service corporations, local delivery
and messenger services, and the Report on the Transportation Survey.
Intermediate Input
8.204
Reference-year intermediate input is also obtained based on the above data
sources. Each of the input items is recognized based on the operating costs statement and
other supplementary schedules.
Value Added
8.205
Value added of the reference year is calculated by deducting intermediate input
from output. Each item of value added, compensation of employees, consumption of fixed
capital, operating surplus, taxes and subsidies (deduction), is extracted based on collected
resources.
B. Wired and Wireless Telecommunications
Output
8.206
Output of wired telecommunications in the reference year is calculated based on
the Yearbook of IT Industry Statistics, and that for wireless telecommunications is
measured based on the financial statements of mobile telecommunication corporations and
other related institutions.
Intermediate Input

Concepts, Sources and Methods
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8.207
Reference-year intermediate input is computed based on operating cost
statements and other supplementary schedules.
Value added
8.208
The same method used to estimate value added for postal services is used to
estimate the corresponding figure for wired and wireless telecommunications.
C. Provision of Internet Access over Networks and Other Telecommunications
Activities
Output
8.209
Output from the provision of internet access over networks and other
telecommunications activities in the reference year is based on the Yearbook of IT Industry
Statistics.
Intermediate Input
8.210
Reference-year intermediate input is derived from operating cost statements and
corporate selling and administrative expense statements for firms providing internet access
over networks or other telecommunications activities.
Value Added
8.211
Value added for provision of internet access over networks and other related
activities in the reference year is estimated by the same method used to measure value
added for postal activities.
D. Publishing
Output
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8.212
Reference-year output for publishing is obtained based on the Service Industry
Survey, the Yearbook of IT Industry Statistics, company disclosure filings from the Data
Analysis, Retrieval and Transfer System (DART) of the Financial Supervisory Service,
etc.
Intermediate Input and Value Added
8.213
Reference-year intermediate input and value added are estimated based on the
survey results on corporate intermediate input structures, for example, the Service Industry
Survey, and value added items of the financial statement analysis.
E. Movies
Output
8.214
Reference-year output for movies is obtained based on Standard Financial
Statements from the National Tax Service, the Service Industry Survey, Yearbook of Korean
Cinema, etc.
Intermediate Input and Value Added
8.215
Intermediate input and value added for the reference year are estimated based on
the Standard Financial Statements and the Service Industry Survey, etc.
F. Broadcasting
Output
8.216
Reference-year output for broadcasting is calculated based on the financial
statements of terrestrial, cable, and satellite broadcasting corporations, PP15 (excluding
revenues from the sale of goods), etc.
15) Program Provider refers to a business organizing, producing and providing programs to service operators, relay operators, satellite
broadcasting, etc.
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Intermediate Input and Value Added
8.217
Reference-year intermediate input and value added for broadcasting are estimated
using the same methods as publishing: based on corporate intermediate input structure
survey results, the Service Industry Survey, etc. Value added items are calculated from
financial statement analysis, etc.
G. Information Services
Output
8.218
Reference-year information services is measured based on the Yearbook of IT
Industry Statistics, the Service Industry Survey, etc.
Intermediate Input and Value Added
8.219
Reference-year intermediate input and value added are estimated based on survey
results from company input structures and the Service Industry Survey.
11.3 Estimation Method in Current Year
A. Nominal Value
8.220
The estimation method for the nominal value of output, intermediate input and
value added for information and communication services is mostly identical to the method
used to obtain the comparable figures for the reference year.
B. Real Value
Output
8.221

The real value of output is obtained primarily by deflating nominal output by the
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relevant price indicators. The chain-linking method is used for each level of aggregate
volume estimates.
Intermediate Input
8.222
The real value of intermediate input is obtained by deflating detailed items of
nominal intermediate input on financial statements and other sources by the relevant price
indices. The chain-linking method is also used for aggregation.
Value Added
8.223
The real value of value added is obtained by applying the double deflation and
chain-linking methods.
11.4 Data Sources
Table III-8-27

Data Sources of Information and Communication

Reference Material

Institution Responsible

Financial statements of postal service corporations

Korea Post, UPS SCS Korea, DHL Korea, etc.

Report on the Transportation Survey

Statistics Korea

Financial statements of telecommunications
companies

KT, SKT, LG U+ , etc.
Ministry of Knowledge Economy, Korea

Yearbook of IT Industry Statistics

Communications Commission, Korea Association
for ICT Promotion, Korea Electronics Association

Standard Financial Statements

National Tax Service

Service Industry Survey

Statistics Korea

Financial Statement Analysis

The Bank of Korea

Concepts, Sources and Methods
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12. Business Activities
12.1 Definition and Coverage
8.224
Manufacturing and other industries employ various business activity service
providers to improve management and strengthen competitiveness. Firms engaged in
business activities are emerging as new growth industries for the service- and knowledgebased economy.
8.225

The business services category covers

■advertising;
■research institutions;
■business and professional organizations; and
■provision of business support services.
A. Advertising
8.226
The advertising industry refers to businesses contracted to produce and carry
advertisements:
■advertising agencies;
■technical developers of advertisements (graphic artists, actors, photographers); and
■purchasers and sellers of media time and space for advertising.
8.227

The advertising industry can be sub-classified into three areas:

■advertising in the four traditional media outlets (television, radio, newspapers and
magazines);
■outdoor and sales promotions (SP) advertising; and
■new media advertising (cable television, Internet and PC communication).
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B. Research Institutions
8.228

Research institutions are sub-divided according to their respective sectors:

■national research institutions;
■research institutions connected with non-profit organizations;
■private research institutions connected to businesses.
8.229
When companies not engaged in research as their primary purpose conduct
research to strengthen their own business operations, this is classified as one of two types of
in-house research and development:
■research for improved production of goods and manufacturing;
■research into the merits of improved product design (testing, inspection, analysis,
design and manufacturing of prototypes, etc.).
8.230
Such in-house research and development is listed not under business services in
national income statistics but under the relevant industry.
C. Business-related Services
8.231
Business-related services fall under five main categories: legal, accounting,
market surveys and management consulting, architectural, and other engineering-related
services
Legal services:
■legal defense;
■management;
■notary acts;
■judicial affairs;
■administrative document preparation for clients; and
■process serving, etc.

Concepts, Sources and Methods
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Accounting services:
■tax affairs;
■accounting;
■registration; etc.
Market surveys and management consulting services:
■market and public opinion surveys (surveys of consumer behavior, product
popularity, potential markets for goods, etc.);
■business and management consulting (consultation on general management,
strategic planning, human resource management, etc.); and
■credit surveys (surveys of the credit status of individuals or companies, etc.),
Architectural services include;
■measuring and drawing;
■architectural design;
■city planning and landscape architecture design.
Other engineering-related services include:
■building and civil engineering;
■environment-related engineering;
■inspection and analysis of structures; and
■geological surveys and exploration; etc.
D. Business Support Services
8.232

Business support services cover:

■cleaning and disinfection services;
■human resource supply and employment agency services; and
■other business services.
8.233

The category of cleaning and disinfection services cover:
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■disinfection and insect extermination services (extermination of vermin in buildings,
sanitation and disinfections of restrooms, etc.);
■general cleaning of structures; and
■cleaning of industrial facilities (washing of industrial facilities, water and sewage
pipes, ships and industrial equipment, etc.).
8.234

Other business services include:

■detective services, guard and warning system provision;
■photography services;
■packaging and energy replenishment (trademark application, clothing packaging, gas
injection, etc.);
■business intermediation services (intellectual property rights appraisals and
agencies, membership intermediation, etc.);
■general and blueprint reproduction (document, letter and blueprint reproduction,
etc.);
■travel agency;
■meter inspection services;
■entertainer representation;
■free lance professions (computer programmers, tuners, etc.); and
■other business support services (fashion design, product exhibition, stenography,
translation and interpretation, etc.).
12.2 Estimation Method in Reference Year
8.235
There is little difference in the estimation methods among the sub-sections in the
business service sectors except for data sources.
Output
8.236
Estimating output for business services in the reference year are based on the
Service Industry Survey and data from the National Tax Service.

Concepts, Sources and Methods
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Intermediate Input
8.237
Intermediate input for this industry group is obtained by deducting value added
from output.
Value Added
8.238
Value added for this industry group is calculated by multiplying output by the
value added ratio derived from Input-Output Tables.
12.3 Estimation Method in Current Year
A. Nominal Value
Output
8.239
Current price estimates of output for the business services sector are obtained by
multiplying the output of the previous year by the rates of change derived from the Service
Industry Census and Service Industry Activity Index from Statistics Korea, financial
statements of corporations and individuals compiled by the National Tax Services and other
data sources.
Intermediate Input
8.240
Current price estimates of intermediate input for this industry group are obtained
by deducting current price value added from current price output.
Value Added
8.241
Current price estimates of value added for this industry group are calculated by
multiplying current price output by the current price value added ratio. The current price
value added ratio is derived from the Service Industry Census and financial statements of
corporations and individuals.
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B. Real Value
Output
8.242
Real estimates of output for the business service sector are obtained by dividing
the current price output by deflators using PPI or CPI.
Intermediate Input
8.243
Real estimates of intermediate input for this industry group are obtained by
dividing the current price intermediate input by intermediate input deflators. Intermediate
input deflators are derived from each industry’s intermediate input on the reference year
Input-Output Tables applying PPI or CPI.
Value Added
8.244
Real estimates of value added for this industry group are obtained by using the
double deflation method. In other words, real estimates of value added are calculated by
deducting real estimates of intermediate input from real estimates of output.
12.4 Data Sources
8.245
There is little difference in the methods and data sources used to make referenceyear and annual current-year estimations for business services. The Service Industry Census
and data from the National Tax Service are commonly used in most of the sub-sections
under business services. Other data sources are in the table below:

Concepts, Sources and Methods
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Table III-8-28
Sub-sections

Advertising

Data Sources of Business Activities
Reference Materials
Accounting statements

Broadcasting companies

Advertising Yearbook

Cheil Communications, Inc

Revenue of broadcasting companies
R & D within the company Research institute statistics

Legal and accounting

Institutions Responsible

Korea Broadcasting Advertising Corporation
Korea Industrial Technology Association

Number of litigation cases

Supreme Court of Korea

Science & Technology Research

Ministry of Education, Science and

Activity Survey

Technology

Number of registered members

Korean Bar Association

Number of registered members

services

The Korean Institute of Certified Public
Accountants

Number of registered members

Korean Association of Certified Public Tax
Accountants

Number of registered members

Korea Patent Attorneys Associations

Number of registered members

Korea Customs Brokers Associations

Foreign exchange receipts and
Architectural services

Royalty and license revenues

The Bank of Korea

Number of registered members

Korea Institute of Registered Architects

Number of technicians
Other engineering-related
services

The Bank of Korea

payments

Korea Engineering & Consulting
Association

Number of registered companies

Korea Engineering & Consulting
Association

T
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13. Public Administration, Defense & Other Government Services
8.246
In the national accounts, the general government, as an entity carrying out
economic activities, is a producer and at the same time also one of the institutional sectors.
As a producer, the general government engages in the following activities and provides the
related services to all society or individual households for free or at economically
meaningless prices: public administration, national defense and maintenance of public
order; provision of education, health care, social welfare, research and development,
culture, and other social services; The economic activities classification standard of the
general government complies with the classification standard in the KSIC (Statistics Korea)
and the Input-Output Tables (Bank of Korea).
8.247
Along with implementation of the SNA from 1968 to 1993, the Bank of Korea
computed public administration and defense service statistics as detailed items within the
general government service sector. Other government services, such as health care,
education and social welfare, are not estimated separately within the government service
sector but rather integrated into each service produced by the industry.
13.1 Definition and Coverage
8.248
The general government, as an entity carrying out economic activities, is an
institution providing public services that cannot be produced economically or conveniently
by other market-oriented institutions. It also manages the country and implements social
and economic policies.
8.249
The general government sector is regarded as consuming most of its own output,
i.e. goods and services produced by the government itself and selling some parts to the
private sector at prices below production costs. Hence, the general government sector
conventionally has no operating surplus. Accordingly, the output of the general government
is estimated using total costs inputted (the input approach).
8.250
In Korea, the general government sector is sub-divided into administrative
government (central and local), social security funds and public non-profit institutions
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(refer to table III-8-29). Administrative government engages in public administration;
national defense; and the maintenance of public order, health care, education, culture,
entertainment and other social services. It also supports economic growth and improvement
in social welfare and technology and is divided into central and local government.
8.251
The central government accounts can be sub-divided into general accounts,
special accounts and fund accounts managed by the central administrative departments. The
Public Procurement Service and the Korean Intellectual Property Office are excluded from
the central government’s general accounts because they are composed of only special
accounts. The special accounts of the postal savings and insurance services perform finance
activities and are classified within the finance and insurance sector. Government enterprise
special accounts which produce market outputs are excluded from the general government
sector. Hence, postal programs special accounts are classified as part of the transportation
and storage industry, government supply and grain management special accounts are
classified under the wholesale and retail trade industry. Financial fund accounts16 are
classified under the finance and insurance industry. And other fund accounts which produce
market outputs are included under the appropriate industries.
8.252
Local government accounts are sub-classified into general local-government
accounts (i.e. those of the self-administrating special metropolitan city [Seoul] and five
other metropolitan cities, provinces, small cities, counties, and city wards), other special
accounts controlled by local administrative departments and special accounts for local
educational offices and their expenses. The water and sewage service special accounts
operated by local governments are classified under local government, but those operated by
public enterprises are classified under the water supply industry and other services industry,
respectively. Regional development funds are classified under the construction industry.
8.253
Social security funds consist of institutional units which generally involve
compulsory contributions that are controlled by the government for the purpose of offering
social security benefits to members of the community. They are separately organized
16) Kibo Technology Fund, Credit Guarantee Fund for Farmers and Fishermen, Saving Encouragement Fund for Property of
Agricultural & Fishing Houses, Korea Credit Guarantee Fund, Korea Housing Finance Credit Guarantee Fund, National
Scholarship Fund, Restructuring Fund, Deposit Insurance Fund Bond Repayment Fund, Export Insurance Fund, Korea
Infrastructure Credit Guarantee Fund, Non-performing Asset Management Fund
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institutional units that finance funds from the government or the private sector. Social
security funds include the institutions operating social security funds and the funds
themselves.
8.254
Public non-profit institutions refer to the institutional units offering services to
households or enterprises for free or at lower prices than the production costs, or providing
research, study and similar services on public administration to the government. Major
policy decisions of the institutions, including fund financing and control and personnel
affairs, are made mainly or totally by the government. The Korea Development Institute
(KDI), Korea Advanced Institute of Science and Technology (KAIST), Korea Research
Institute for Human Settlements (KRIHS) and Korea Labor Institute (KLI) fall under this
category.
8.255
The general government as an institutional sector includes small-sized
government corporations supplying goods and services to the government or the private
sector. For instance, operation of munitions factories, toll roads and restaurants in public
buildings fall under this category. But, in the Korean national accounts, at present, coverage
of the general government as producers is the same as that of the general government as an
institutional sector because of the limits on basic statistical materials.
Table III-8-29

Coverage of the General Government Sector
(based on 2010 budget)

Classification
Central
government

Coverage

General
accounts

All central administrative agencies, except the Public Procurement Service
and the Korean Intellectual Property Office

Special
accounts

Agriculture and Fisheries Structure Adjustment, Transportation Facilities,
Registration, Prison Operation, Energy and Resources, Environment
Reconstruction, Balanced National Development, Relocation of U.S. Military
Bases in Korea, Construction of Administration-centered Complex City,
Defense Military Installations Relocation, Construction of Innovation City,
Construction of Cultural Hub City, Agencies in charge of operations

Fund accounts

Public Capital Management Fund; Economic Development Cooperation
Fund; Merit Reward Fund; Youth Support Fund; Science and Technology
Promotion Fund; Atomic Energy Research and Development Fund; InterKorean Cooperation Fund; Korean Foundation Fund; Tourism Promotion and
Development Fund; Fund for Agro-fishery Marketing Price Stabilization;
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Farmland Management Fund; Rice Income Stabilization Fund; Livestock
Development Fund; Electric Power Industry Fund; Fund for Use
Rationalization of Specified Substances; Information Promotion Fund;
National Health Promotion Fund; Substitute Payment Fund for Emergency
Medical Costs; Geumgang, Nakdonggang, Yeongsangang/Sumjingang,
Hangang River Management Funds ; Military Welfare Fund; Fund for
Employment Promotion and Vocational Rehabilitation for the Disabled;
Women’s Development Fund; Fisheries Development Fund; Broadcasting
Development Fund; Korea Press Fund; Local Press Development Fund; Film
Development Fund; Governmental Fund for Patriotic Martyrs and
Independence Fighters; FTA Support Fund; Korea Culture and Arts
Promotion Fund; National Sports Promotion Fund; Lottery Fund; Private
School Promotion Fund; Small & Medium Enterprise’s Start-up and
Promotion Fund; Labor Welfare Promotion Fund
Local
government

General
accounts

The special metropolitan city (Seoul); metropolitan cities; main provincial
offices; and all local administrative departments of cities, counties, and city
wards

Other special
accounts

The special metropolitan city; metropolitan cities; main provincial offices; and
all local administrative departments of cities, counties, and city wards

Educational
The educational offices of Seoul, Busan, Daegu, Incheon, Gwangju, Daejeon,
expense special Ulsan, Gyeonggi-do, Gangwon-do, Chungcheongbuk-do, Chungcheongnamaccounts
do, Jeollabuk-do, Jeollanam-do, Gyeongsangbuk-do, Gyeongsangnam-do,
and Jeju-do
Social security funds

National Pension Fund, Employment Insurance Fund, Industrial Worker’s
Accident Compensation Insurance and Prevention Fund, Wage Claim
Guarantee Fund, Health Insurance Review Agency, National Health
Insurance Corporation, National Pension Corporation, Korea Labor Welfare
Corporation

Public non-profit institutions

Science and Technology Policy Institute, Gwangju Institute of Science and
Technology, Korea National Parks Authority, Korea Research Institute for
Human Settlements, Daegu Gyeongbuk Development Institute, Korea
Institute for International Economic Policy, Korea Legal Aid Corporation,
Korea Institute for Industrial Economics & Trade, Seoul Development
Institute, Korea Energy Economics Institute, Korea Energy Management
Corporation, Small Business Corporation, Chungnam Development Institute,
Chungbuk Development Institute, Korea Institute for National Unification,
Korea Development Institute, Korea Institute of Construction Technology,
Korea Institute of Science and Technology, Korea Institute of Science and
Technology Information, Korea Science and Engineering Foundation, Korea
Culture & Tourism Policy Institute, Korea Educational Development Institute,
Korea Foundation, Korea Institute of Machinery & Materials, Korea Basic
Science Institute, Korea Labor Education Institute, Korea Labor Institute, etc.

T

–„„˛ Ł`⁄(¿ )-3

-69~237

2011.2.17 1:40 PM

˘

` 163

ntech4 C9600 2400DPI 175LPI

T

Chapter 08 Production Approach 163

13.2 Estimation Method in Reference Year
A. Central Government
Output
8.256
Output for the central government in the reference year is calculated simply by
combining value added and intermediate consumption from expenditure data by account, by
jurisdiction and by detailed items obtained from the Ministry of Strategy and Finance
(MOSF) based upon the input-approach method.
Intermediate Input
8.257
Intermediate input for the central government is obtained by combining general
operating expenses, travel expenses, management expenses and other goods and services
expenses17 from among the fiscal execution results detailed per item by the MOSF.
Value Added
8.258
Value added for the central government is measured as the sum of compensation
of employees, consumption of fixed capital and other taxes on production. Compensation of
employees is measured by summing labor costs, retirement benefits, welfare benefits, and
awards from among fiscal execution results by detailed items provided by the MOSF. The
estimation procedure for consumption of fixed capital has three stages. In the first stage,
reference-year gross fixed capital formation (GFCF) must be calculated. The GFCF is
estimated by combining capital expenditures, such as basic design expenses, detail design
expenses, facility costs and acquisition of other tangible and intangible assets, from among
the MOSF’s fiscal execution results. In the second stage, convert fixed asset stocks at the end
of the previous year into the base value and sum this with reference-year GFCF to obtain
17) The government account classifies account items in accordance with their characteristics. Items are classified by code numbers,
such as the 100s (personnel expenses), 200s (goods and service expenses), 300s (current transfers), 400s (capital expenditures), etc.
The performance amount of each item is broken down under the relevant account code in the national accounts. In general, the
items in the 100s (personnel expenses) of the government are treated as “compensation of employees” in the national accounts, and
the items in the 200s (goods and service expenses) are treated as “intermediate consumption.”
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reference-year gross fixed stock. In the third stage, the sums of each type of fixed assets
(buildings, machinery parts, vehicles and transport tools, etc.) are divided respectively by the
service lives (i.e. durable years) for an estimate of fixed capital consumption. In the 1993
SNA, fixed capital itself should be something that is produced. Depreciation or qualitative
degradation of non-produced assets (e.g. land, minerals and other underground resources) do
not constitute consumption of fixed capital. So the cost of land purchase is exempted from
consumption of fixed capital. Other taxes on production are estimated by summing up
automobile and other taxes from the fiscal execution results listed by the MOSF.
B. Local Government (General Accounts, Other Special Accounts)
Output
8.259
Local-government output is also estimated by the input-approach method, using
the budget summary and fiscal execution results of local administrative departments. It is
calculated by combining value added and intermediate consumption.
Intermediate Input
8.260
Intermediate input of the special metropolitan city, metropolitan cities and
provinces is measured by summing the intermediate consumption of the 16 cities which
have been organized by national accounts classification standards.
8.261
For smaller cities, counties and wards, the estimation is more complicated. Their
intermediate input is primarily estimated by using the complete-enumeration survey
method. Because of the wide range, however, sample surveys are conducted to classify the
functions and adjust items. The adjusted rate of cities’ detailed item is calculated on the
basis of the sample institutions’ budget summary. Then, the granted subjects among the
total city expenditures are simply summed and the adjusted through use of the adjusting
rate.18 Intermediate input is measured by summing the two subjects.19

18) The adjusting rate is calculated from the budget summary rather than fiscal execution results since the former is more detailed in
regard to expenditure items and purposes.
19) A granted subject is an item included in some category. For example, personnel expenses include salaries, bonuses, extra pay. An
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Value Added
8.262
Local-government value added is measured as the sum of compensation of
employees, consumption of fixed capital and other taxes on production; the same method
employed for comparable central-government figures.
C. Local Government (Educational Expense Special Accounts)
8.263
The output for Educational Expense Special Accounts is obtained by combining
compensation of employees, consumption of fixed capital, other taxes on production and
intermediate input using 16 local educational offices’ fiscal execution results.
D. Social Security Funds and Public Non-profit Institutions
8.264
The estimation methods of output, intermediate input and value added for the
social security funds and public non-profit institutions in the reference year are basically the
same as those for the central government but the data sources are different. (See Table III-830 for data source details.)
13.3 Estimation Method in Current Year
A. Nominal Value
8.265
The estimation method of output, intermediate consumption and value added at
current prices in the current year are the same as those in the reference year.
B. Real Value
Central Government

adjusted subject is an item applied to one subject in respect to government accounts but to multiple subjects in respect to national
accounts. In this case, one item is divided into many subjects, e.g. personnel expenses, intermediate consumption and current
payables, by the ratio of each subject.

Concepts, Sources and Methods

–„„˛ Ł`⁄(¿ )-3

-69~237

2011.2.17 1:40 PM

˘

` 166

ntech4 C9600 2400DPI 175LPI

T

166 Korean System of National Accounts

Output
8.266
Constant-price estimates of central-government output are found by combining
constant-price intermediate consumption and constant-price value added.
Intermediate Input
8.267
Constant-price estimates of intermediate input for the central government are
calculated by dividing current-price intermediate consumption by an intermediate
consumption deflator PPI or CPI.
Value Added
8.268
Constant-price estimates of value added are attained by combining compensation
of employees, consumption of fixed capital and other taxes on production at constant prices.
8.269
Compensation of employees at constant prices is calculated using the number of
public sector employees and the number of national defense personnel, etc.20
8.270
Constant-price consumption of fixed capital is determined by dividing current-price
consumption of fixed capital by a fixed-capital consumption deflator21 calculated using
relevant indicators (buildings, ships, transport equipment, machinery and equipment, social
overhead capital, etc.) Constant-price estimates of other taxes on production are derived by
dividing nominal other taxes on production by an intermediate-consumption deflator.
Local Government
8.271
The estimation methods of output, intermediate input and value added at constant
prices for the local government are nearly the same as those used for the comparable figures
for the central government.

20) Since the number of public sector employees is not counted officially, that number is estimated from the number of personnel
enrolled in public-sector social security schemes.
21) The PPI, building deflator, civil engineering deflator, etc.
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Social Security Funds and Public Non-profit Institutions
8.272
The estimation methods of output, intermediate input and value added at constant
prices for the social security funds and public non-profit institutions are nearly the same as
those for the central government’s comparable figures.
13.4 Data Sources
8.273
Budget summary and expenditure of central and local government, social security
schemes and public non-profit institutions are used for measuring general government
preliminary estimates in the current year. Estimation of final general-government value in
the reference and current year is based on the Settlement Report of Expenditure Accounts.
There are detailed data sources in Table III-8-30.
Table III-8-30

Data Sources of Public Administration,
Defense and Other Government Services

Reference Material

Institution Responsible

Major Contents

Nara-salim (Central Government
Budget)

Ministry of Strategy and Finance

Budget by detailed item

Central Government Budget

Each agency

Budget by detailed item

Fund Management Plan and
Attached Papers

Ministry of Strategy and Finance

Fund statuses and management plan
details

Settlement Report of Revenue and
Expenditure Accounts

Ministry of Strategy and Finance

Settlement of general and special
accounts by agency and reasons for
changes

Financial Statement for National
Debts

Ministry of Strategy and Finance

Borrowed funds, national bonds and
acts to which liabilities are borne, debt
guarantee certificates

Financial Statement for Change in
and Total Amount of State Property

Ministry of Strategy and Finance

Changes and present holdings by
account, type and management office

Reserve fund statements

Ministry of Strategy and Finance

Statements by detailed items and
accounts

Report on the Settlement of Fund
Accounts

Ministry of Strategy and Finance

Summary of settlements and
settlement documents

Local government budget outlines

Ministry of Public Administration
and Security

Financial status and total budgets of
local government bodies

Concepts, Sources and Methods
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Local government budgets

Provinces, counties (gun), cities,
wards (gu)

Detailed local-government budgets

Financial Yearbook of Local
Government

Ministry of Public Administration
and Security

Budget and settlements by account
and local government body

Local government settlement
reports

Provinces and cities

Detailed settlements of local
government bodies

Annual Local Tax Statistics Report

Ministry of Public Administration
and Security

Tax assessments and collection data
by type of tax and local government
body

Statistical Yearbook of National Tax

National Tax Service

By-item tax concepts and tax
assessment and collection status

Statistical Yearbook of Education

Korean Educational Development
Institute

Settlement report of revenue and
expenditures for school-supporting
associations,

Expenditure of the central
government

Ministry of Strategy and Finance

Execution results by account, agency
and detailed item

Accumulated local government
expenditures

Ministry of Public Administration
and Security

Budget and expenditures by agency
and item

Accumulated educational
expenditures

Relevant educational offices

Budgets and expenditures by item

Number of National Defense
personnel

Ministry of National Defense

National defense average working
strength

Summary of government personnel
numbers

Ministry of Public Administration
and Security

Number of central and local
government personnel

Number of personnel in Social
Security schemes

Health Insurance Review Agency,
National Health Insurance
Corporation,
National Pension Service

Number of personnel in social security
schemes

Present number of personnel at
central, local (including educational)
government and social security
funds

National Health Insurance
Corporation

Number of personnel of central, local
(including educational) government
and social security funds subscribing
to health insurance

–„„˛ Ł`⁄(¿ )-3

-69~237

2011.2.17 1:40 PM

˘

` 169

ntech4 C9600 2400DPI 175LPI

T

Chapter 08 Production Approach 169

14. Education Services
14.1 Definition and Coverage
8.274
Education services refer to the industry providing educational services that enable
people to acquire knowledge, technology and skills. The sector is split into three main
divisions:
■primary educational institutions (including pre-primary education provided by such
institutions as kindergartens);
■secondary and advanced educational institutions; and
■other educational institutions (vocational and technology education institutions,
adult education institutions, etc.).
8.275

Education services can also be sub-divided according to the type of supplier:

■national education institutions;
■private non-profit education institutions (non-profit institutions serving households);
■private for-profit education institutions (education service industry).
A. National Educational Institutions
8.276
National educational institutions cover regular educational institutions and other
educational institutions belonging to the general government sector.
B. Private Non-profit Educational Organizations
8.277
Private non-profit educational organizations cover the service activities of private
educational institutions whose founding objectives are not linked to profits:
■primary educational institutions (including pre-primary institutions such as
kindergartens);
■middle schools, high schools and universities.

Concepts, Sources and Methods
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C. Private For-profit Educational Organizations (education service industry)
8.278
Private for-profit educational institutions (classified as industry in the KSNA)
cover the service activities of various training schools founded with the objective of
achieving profits. They include:
■professional training institutions (technology, art, business, etc.);
■general training institutions (art and physical fitness institutes, entrance exampreparatory institutions, foreign language academies, etc.);
■various kinds of consignment training institutions (financial training institutes, etc.);
as well as
■individual and group private lessons, home tutoring, and private lessons by phone or
Internet, etc. which are carried out in the absence of a clear place of business.
14.2 Estimation Method in Reference Year
8.279
There is little difference in the estimation methods among the sub-sections in the
education services industry apart from the sources of data.
Output
8.280
Estimating output for education services in the reference year is based on data
from the National Tax Service, the Service Industry Survey, the Annual Report of
Educational Statistics and others.
Intermediate Input
8.281
Reference-year estimates for intermediate input for this industry group are
obtained by deducting value added from output.
Value Added
8.282

Reference-year estimates of value added for this industry group are calculated by
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multiplying output by the value added ratio derived from Input-Output Tables.
14.3 Estimation Method in Current Year
A. Nominal Value
Output
8.283
Current-price estimates of output for the education services sector are obtained by
multiplying output from the previous year by the rates of change derived from the data
sources such as the Service Industry Survey and Service Industry Activity Index from
Statistics Korea, total sales data from the National Tax Service, Annual Report of
Educational Statistics, and so on.
Intermediate Input
8.284
Current-price estimates of intermediate input for this industry group are obtained
by deducting current-price value added from current-price output.
Value Added
8.285
Current-price estimates of value added for this industry group are calculated by
multiplying current-price output by the current-price value added ratio. The current-pricevalue added ratio, value added over total output, is derived from the Service Industry
Survey and financial statements of corporations and individuals.
B. Real Value
Output
8.286
Real estimates of output for the education services sector are obtained by
dividing the current price output by deflators using the PPI or CPI.

Concepts, Sources and Methods
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Intermediate Input
8.287
Real estimates of intermediate input for this industry group are obtained by
dividing the current-price intermediate input by intermediate input deflators. Intermediate
input deflators are derived from each industry’s intermediate input on the reference year
Input-Output Tables by applying the PPI or CPI.
Value Added
8.288
Real estimates of value added for this industry group are obtained by using the
double-deflation method. In other words, real estimates of value added are calculated by
deducting real estimates of intermediate input from real estimates of output.
14.4 Data Sources
8.289
There is little difference in the data sources between reference year and annual
estimations for education services. The Service Industry Survey, data from the National Tax
Service and the Annual Report of Educational Statistics are commonly used in most
education service sub-sections. Other data sources are as follows in Table III-8-31.

Table III-8-31
Sub-sections
Private non-profit
educational organizations
Private for-profit educational
organizations (education service
industry)

Data Sources of Education Services
Reference Material

Institutions Responsible

Numbers of teachers and staff

The Korea Teachers Pension

Financial statements

Training institutions

Urban Household Survey
Yearbook

Statistics Korea

Private Education Survey

Statistics Korea
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15. Health and Social Welfare Services
15.1 Definition and Coverage
8.290

Health and social welfare services are divided into two sections:

■human health and veterinary activities; and
■social work activities.
8.291
The human health and veterinary activities cover the performance of industrial
activities such as:
■activities to prevent and cure various diseases to preserve the health of human
beings;
■veterinary activities to prevent and cure diseases of animals; and
■sales of medical supplies based upon prescriptions.
8.292
Social work activities cover work carried out to protect those with fragile selfsupport abilities, such as children, the elderly and the disabled.
A. Human Health and Veterinary Activities (National Institutions)
8.293
Human health and veterinary activities (national institutions) cover the medical
and health activities of the Ministry of Health and Welfare (MOHW) and the provincial
governments, national institutional hospitals, military hospitals and public health centers.
B. Human Health and Veterinary Activities (Non-profit Organizations)
8.294
Human health and veterinary activities (non-profit organizations) include the
activities of privately-established general hospitals and clinics and health institutions.
C. Human Health and Veterinary Activities (For-profit Industry)

Concepts, Sources and Methods
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8.295
The human health and veterinary activities (for-profit industry) category includes
privately-established general hospitals and clinics, dental hospitals and clinics, oriental
medicine hospitals and clinics, maternity hospitals, pathology experimentation services,
veterinary businesses, and other medical practices, as well as sales of medical supplies
based upon prescription.
D. Social Work Activities (National Institutions)
8.296
The social work activities (national institutions) category includes the social
welfare activities of the Ministry of Health and Welfare (MOHW) and provincial
governments to protect those in specific classes with fragile self-support abilities, such as
children, the elderly, the disabled, women and the homeless. It also covers the activities of
social security funds such as the National Pension Fund.
E. Social Work Activities (Non-profit Organizations)
8.297
Social work activities (non-profit organizations) cover the activities of privatelyestablished non-profit accommodations and non-accommodations providing welfare
facilities. They also include social welfare groups offering various social work services to
protect vulnerable groups, such as children, the elderly, the disabled, women and the
homeless.
15.2 Estimation Method in Reference Year
8.298
There is little difference in the estimation methods among the sub-sections in the
health and social welfare services sectors apart from data sources.
Output
8.299
Output estimates for health and social welfare services in the reference year are
based on data from the National Tax Service, the Service Industry Survey and other
complete enumeration data from the Health Insurance Review and Assessment Service and
the Health and Welfare Statistics Annual Report.
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Intermediate Input
8.300
Reference-year estimates of intermediate input for this industry group are
obtained by deducting value added from output.
Value Added
8.301
Reference-year estimates of value added for this industry group are calculated by
multiplying output by the value added ratio derived from Input-Output Tables.
15.3 Estimation Method in Current Year
A. Nominal Value
Output
8.302
Current-price estimates of output for the health and social welfare services sector
are obtained by multiplying the previous year’s output by the rates of change derived from
such data sources as the Service Industry Survey and Service Industry Activity Index from
Statistics Korea, total sales data from the National Tax Service and other complete
enumeration data from the Health Insurance Review and Assessment Service and the
Health and Welfare Statistics Annual Report.
Intermediate Input
8.303
Current-price estimates of intermediate input for this industry group are obtained
by deducting current-price value added from current-price output.
Value Added
8.304
Current-price estimates of value added for this industry group are calculated by
multiplying current-price output by the current-price value added ratio. The current-price
value added ratio, value added over total output, is derived from the Service Industry

Concepts, Sources and Methods
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Survey and financial statements of corporations and individuals.
B. Real Value
Output
8.305
Real estimates of output for the health and social welfare services sector are
obtained by dividing the current price output by deflators using the PPI or CPI.
Intermediate Input
8.306
Real estimates of intermediate input for this industry group are obtained by
dividing the current-price intermediate input by intermediate input deflators. Intermediate
input deflators are derived from each industry’s intermediate input on the reference year
Input-Output Tables by applying the PPI or CPI.
Value Added
8.307
Real estimates of value added for this industry group are obtained by using the
double-deflation method. In other words, real estimates of value added are calculated by
deducting real estimates of intermediate input from real estimates of output.
15.4 Data Sources
8.308
There is little difference in the data sources between reference-year estimates and
annual estimates for health and social welfare services. The Service Industry Survey and
data from the National Tax Service are commonly used for most sub-sections of health and
social welfare services. Other data sources are provided in Table III-8-32.
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Table III-8-32

Data Sources of Health and Social Welfare Services

Sub-sections

Human Health and
Veterinary Activities
(For-profit Organizations)

Reference Material

Institution Responsible

Total hospital fees by type of
nursing home

Health Insurance Review
and Assessment Service

Total hospital fees by
establishment type

National Health Insurance Corporation

Health and welfare
statistics annual report

Ministry of Health and Welfare

Social welfare status
Number of social security
organization personnel

Ministry of Gender Equality and
Family, Ministry of Health and Welfare
Health Insurance Review
and Assessment Service,
National Health Insurance Corporation,
National Pension Service

Status of facilities for the disabled

Korean Association of Welfare
Facilities for the Disabled, Korean
Association of Facilities for the
Mentally Ill

Number of elderly people
accommodated in homes for the
elderly or nursing homes

Korean Federation of
Senior Welfare

Number of children
accommodated in children
shelters

Korean Association of Children
Shelters

Gender Equality and Family
Annual Report

Ministry of Gender Equality
and Family

Social Work Activities
(Non-profit Organizations)

Concepts, Sources and Methods
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16. Cultural and Entertainment Services
16.1 Definition and Coverage
8.309
Cultural and entertainment services refer to various commercial activities
dedicated to enriching people’s leisure time. This industry has two classifications:
A. Cultural Services
8.310
Culture services include manufacturing plays and music, independent artists,
libraries and reading rooms, museums and art galleries, science halls, zoos and botanical
gardens.
B. Entertainment Services
8.311
Entertainment services include operating sports facilities (golf courses,
swimming pools etc.), professional athletes, sporting organizations, sporting operation
businesses, performance halls, amusement parks and theme parks, amusement centers
(karaoke, PC rooms, etc.) and casinos.
16.2 Estimation Method in Reference Year
8.312
There is little difference in the estimation methods among the sub-sections in the
cultural and entertainment services sectors apart from data sources.
Output
8.313
Estimating the output for cultural and entertainment services in the reference year
is based on the data from the National Tax Service, Service Industry Survey from Statistics
Korea and other complete enumeration data.
Intermediate Input
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8.314
Reference-year estimates of intermediate input for this industry group are
obtained by deducting value added from output.
Value Added
8.315
Reference-year estimates of value added for this industry group are calculated by
multiplying output by the value added ratio derived from Input-Output Tables.
16.3 Estimation Method in Current Year
A. Nominal Value
Output
8.316
Current-price estimates of output for the cultural and entertainment services
sector are obtained by multiplying the previous year’s output by the rates of change derived
from the data sources, such as the Service Industry Survey and Service Industry Activity
Index from Statistics Korea, total sales data from the National Tax Service, other complete
enumeration data and sample survey data.
Intermediate Input
8.317
Current-price estimates of intermediate input for this industry group are obtained
by deducting current-price value added from current-price output.
Value Added
8.318
Current-price estimates of value added for this industry group are calculated by
multiplying current-price output by the current-price value added ratio. The current-price
value added ratio, value added over total output, is derived from the Service Industry
Survey and financial statements of corporations and individuals.
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B. Real Value
Output
8.319
Real estimates of output for the cultural and entertainment services sector are
obtained by dividing the current-price output by deflators using the PPI or CPI.
Intermediate Input
8.320
Real estimates of intermediate input for this industry group are obtained by
dividing the current-price intermediate input by intermediate input deflators. Intermediate
input deflators are derived from each industry’s intermediate input from the reference-year
Input-Output Tables by applying the PPI or CPI.
Value Added
8.321
Real estimates of value added for this industry group are obtained by using the
double-deflation method. In other words, real estimates of value added are calculated by
deducting real estimates of intermediate input from real estimates of output.
16.4 Data Sources
8.322
In the case of cultural and entertainment services, the basic statistical data sources
used to estimate reference and annual year are the same and the Service Industry Survey
and data from National Tax Service are commonly used in most of the sub-sections. Other
data sources used in each sector are provided in Table III-8-33.
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Table III-8-33

Data Sources of Culture and Entertainment Services

Sub-sections
Other cultural services

Sports and gamerelated services

Other recreational
services.

Reference Material

Institutions Responsible

Number of national library users

National Library of Korea

Status of admission revenue

Cultural Heritage Administration

Number of spectators and admission revenue

Korea Baseball Organization
Korea Football Association
Korean Basketball Association

Number of golf course visitors

Korea Golf Course Business
Association

Lottery income and payouts

National Lottery Commission

Exchange figures for casinos

Each casino

Balance sheet

Korea Racing Authority,
Motorboat Racing and Cycle Racing
Departments of the Seoul Olympic
Sports Promotion Foundation, etc.

Status of singing rooms, PC rooms and
entertainment places

Ministry of Culture and Tourism

17. Other Services
17.1 Definition and Coverage
8.323
Other services cover industrial activities for the purpose of the public good that
have not been explained so far, and industrial activities done for individuals. This
classification includes:
■sanitation services (national institutions, for-profit industry);
■personal services;
■maintenance and repair services;
■other membership organizations (non-profit organizations); and
■household services.
A. Sanitation Services (National Institutions)
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8.324
Services provided by the general government sector cover collection and disposal
of waste, and disposal of sewage and refuse and excretions refuse disposal, sanitation and
similar activities of the Ministry of Environment and the provincial governments, and
disposal of waste water, sewage and excretions.
B. Sanitation Services (For-profit Industry)
8.325
Sanitation services (for-profit industry) include collection and disposal of waste,
and disposal of sewage and refuse and excretions refuse disposal, sanitation and similar
activities carried out by the private sector or provincial public enterprises.
C. Personal Services
8.326

Personal services activities include:

■laundry;
■haircutting;
■beauty treatment; and
■other services for individuals.
8.327
Laundry services include laundering, dyeing, and the laundry supply. Haircutting
and beauty treatment services include haircutting and beauty treatment, skin, obesity and
foot care. Other service activities also include individual services that are not classified in
above, such as funeral services, wedding halls, public bathes, matrimonial agencies,
fortune-telling, checkrooms, massage centers, carpentry and individual sick nurse services.
D. Maintenance and Repair Services
8.328
This classification covers the professional industrial activities of performing
current maintenance and repairs on office equipment, consumer goods, and machinery for
automobiles and industry (excluding maintenance and repair services conducted by
manufacturing companies).
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E. Social Organizations (Non-profit Organizations)
8.329
Social organizations cover the activities of business, professional, religious,
political, labor and other social organizations.
F. Household Services
8.330
The household services category covers housework services such as cooking and
cleaning by an agent. It includes all corporate-type and individual housework helper
services.
17.2 Estimation Method in Reference Year
8.331
There is little difference in the estimation methods among the sub-sections in the
other services sectors except for data sources.
Output
8.332
Estimating output for other services in the reference year is based on data from
the National Tax Service, from the Service Industry Survey from Statistics Korea, and other
sources.
Intermediate Input
8.333
Reference-year estimates of intermediate input for this industry group are
obtained by deducting value added from output.
Value Added
8.334
Reference-year estimates of value added for this industry group are calculated by
multiplying output by the value added ratio derived from the Input-Output Tables.
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17.3 Estimation Method in Current Year
A. Nominal Value
Output
8.335
Current price estimates of output for the other services sector are obtained by
multiplying output from the previous year by the rates of change derived from data sources
such as the Service Industry Survey and Service Industry Activity Index from Statistics
Korea, total sales data from National Tax Services and other sources.
Intermediate Input
8.336
Current price estimates of intermediate input for this industry group are obtained
by deducting current price value added from current price output.
Value Added
8.337
Current price estimates of value added for this industry group are calculated by
multiplying current price output by the current price value added ratio. The current price
value added ratio, value added over total output, is derived from the Service Industry
Survey and financial statements of corporations and individuals.
B. Real Value
Output
8.338
Real estimates of output for the other services sector are obtained by dividing the
current price output by deflators using the PPI or CPI.
Intermediate Input
8.339

Real estimates of intermediate input for this industry group are obtained by

–„„˛ Ł`⁄(¿ )-3

-69~237

2011.2.17 1:40 PM

˘

` 185

ntech4 C9600 2400DPI 175LPI

T

Chapter 08 Production Approach 185

dividing the current price intermediate input by intermediate input deflators. Intermediate
input deflators are derived from each industry’s intermediate input on the reference-year
Input-Output Tables by applying the PPI or CPI.
Value Added
8.340
Real estimates of value added for this industry group are obtained by using the
double deflation method. In other words, real estimates of value added are calculated by
deducting real estimates of intermediate input from real estimates of output.
17.4 Data Sources
8.341
There is little difference in the data sources between reference-year estimation
and annual estimation in other services. The Service Industry Survey and data from the
National Tax Service are commonly used in most sub-sections in other services. Other data
sources are as follows in Table III-8-34.
Table III-8-34
Sub-Sections

Data Sources of Other Services
Reference Material

Institutions Responsible

Sanitation services

Survey of waste and
sewage disposal tanks

Provincial governments

Personal services

Urban Household Survey
Yearbook

Statistics Korea

Survey of registered car
repair companies

Ministry of Land, Transport
and Maritime Affairs

Number of car repair
companies

Korea Automobile Inspection
Maintenance Associations

Number of labor groups
and union members

Federation of Korean Trade Unions,
Korean Confederation of Trade Unions

Expenditure breakdown by
political parties

National Election Commission

Number of jobs found for
housekeepers and unit price

Employment Information Service

Urban Household Survey Yearbook

Statistics Korea

Estimated number of Households,
Total household income
and expenditures

Statistics Korea

Maintenance and repair services

Social organizations

Household services
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18. Taxes on Production and Imports, Subsidies
18.1 Definition and Coverage
8.342
Taxes are money or goods forcibly collected from the general public without
immediate benefit in order to cover the expenses of national or local governments.
8.343
Table III-8-35 shows the system of classification for Korea’s taxes. In the 1993
SNA tax classification system, “indirect and direct taxes” became “taxes on production and
imports” (indirect tax22) and “current taxes on income, wealth, etc.” (direct tax).
8.344
Taxes on production and imports are divided into taxes on products23 and other
taxes on production24. Current taxes are divided into taxes on income and other current
taxes.
8.345
Subsidies are current unrequited payments that government units make to
enterprises on the basis of the levels of their production activities or the quantity or value of
goods or services produced, sold or imported. In the 1993 SNA, subsidies are divided into
subsidies on products and other subsidies on production. A subsidy on a product is a
subsidy payable per unit of a good or service.
8.346
A subsidy on a product usually becomes payable when the good or service is
produced, sold or imported, but it may also be payable when a good is transferred, leased,
delivered, used for own consumption or own capital formation or in other circumstances.
8.347
Other subsidies on production are subsidies which are not directly related to
products themselves. This category includes payroll or total workforce subsidies.

22) Indirect tax is a type of tax which is transferred to another institution adding to production sales in all or parts. But it is not used in
the 1993 SNA because of the uncertainty of the principal agent of taxation.
23) Taxes on products are taxes imposed on goods and services when a producer produces, delivers, sells, transfers or uses goods and
services for other purposes.
24) Other taxes on production are taxes imposed on the ownership or use of land, buildings and other assets used in production or on
the labor employed, or compensation of employees paid.
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Table III-8-35

Classification of Taxes and Subsidies

1968 SNA

1993 SNA
Value added
taxes

Indirect taxes

Taxes on
production
and imports

Taxes on
products

Import taxes
Export taxes
Other taxes
on products

Direct taxes

Other taxes on products
Current taxes on income, wealth, etc.

Capital taxes

Capital taxes

Subsidies

Subsidies

Subsidies on products
Other subsidies on production

18.2 Estimation Method
A. Nominal Value
8.348
Taxes on production and imports are estimated by adding delinquent amounts of
taxes to the collected amounts on an accrual basis.25 They are distributed into each industry
and split into taxes on products (value added taxes, import taxes, other taxes on products)
and other taxes on production. The data come from the National Tax Service’s Statistical
Yearbook of National Tax and the Annual Local Tax Statistics Report put out by the
Ministry of Public Administration and Security.

25) The accrual basis records tax not at the time when the tax is paid but at the time an accident or transaction that necessitates the tax
payment occurs.
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8.349
Subsidies are estimated by adding the items which fall under the subsidies of
national accounts among the current transfers to private accounts. And they are split into
subsidies on products and other subsidies on production by industry. Related data come
from the Settlement Report of Revenue and Expenditure Accounts published by the
Ministry of Strategy and Finance.
8.350
Meanwhile, net other taxes on production (Other taxes on production - Other
subsidies on production) are included in the value added amounts by industry evaluated on
the basic prices. Conversely, net taxes on products are announced as individual items.
B. Real Value
8.351
The taxes on production and imports and subsidies at constant prices are
estimated by multiplying output for each industry at constant prices by the proportion of
taxes to output (subsides ratio) for each industry in the previous year.
Table III-8-36

Classification of Taxes in Korea
Classification in Korea
Direct
Taxes

Income tax
Corporate tax
Inheritance and gift tax

Current taxes
Current taxes
Capital taxes

Indirect
Taxes

Value added tax
Special consumption tax
Liquor tax
Stamp tax
Securities transaction tax

Taxes on products
Taxes on products
Taxes on products
Other taxes on production
Taxes on products

Internal taxes
National
taxes

Customs duties
Transportation Energy Environment tax
Education tax
Special tax for rural development
Comprehensive real estate holding tax

Local
taxes

Province taxes

Classification in the 1993 SNA

Ordinary
taxes

Acquisition tax
Registration tax
Leisure tax
License tax

Taxes on products
Taxes on products
Taxes on products, etc.1)
Taxes on products, etc.1)
Current taxes
Taxes on products
Taxes on products
Taxes on products
Other taxes on production, current
taxes
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Objective
taxes

Common facilities tax
Regional development tax
Local education tax

Other taxes on production
Other taxes on production
Taxes on products, etc.1)

Resident tax

Motor fuel tax

Other taxes on production,
current taxes
Other taxes on production
Other taxes on production,
current taxes
Current taxes
Taxes on products
Taxes on products
Other taxes on production,
current taxes
Taxes on products

City planning tax
Workshop tax

Other taxes on production
Other taxes on production

Property tax
Automobile tax
Local
taxes

City, county
taxes

Ordinary
taxes

Objective
taxes

Agriculture income tax
Butchery tax
Tobacco consumption tax
Aggregate land tax

Notes: 1) Education tax, local education tax and special tax for rural development are divided into taxes on products, other taxes on
production and current taxes according to financial resources.

Concepts, Sources and Methods

–„„˛ Ł`⁄(¿ )-3

-69~237

2011.2.17 1:40 PM

˘

` 190

ntech4 C9600 2400DPI 175LPI

T

–„„˛ Ł`⁄(¿ )-3

-69~237

2011.2.17 1:40 PM

˘

` 191

ntech4 C9600 2400DPI 175LPI

Chapter 09

Expenditure Approach

T

–„„˛ Ł`⁄(¿ )-3

-69~237

2011.2.17 1:40 PM

˘

` 192

ntech4 C9600 2400DPI 175LPI

T

–„„˛ Ł`⁄(¿ )-3

-69~237

2011.2.17 1:40 PM

˘

` 193

ntech4 C9600 2400DPI 175LPI

T

Chapter 09 Expenditure Approach 193

Chapter 09 Expenditure Approach
1. Outline
9.1
Expenditure on GDP shows how income distributed to economic units is used by
the final users. In the circular flow of the national economy, households offer enterprises the
factors necessary for production, such as labor and capital, and receive income in return.
Deducting net taxes (taxes paid to the government minus subsidies, unemployment benefits,
etc. received from the government) from this household income leaves disposable income.
Households then use disposable income to purchase goods or increase savings.
9.2
With the operating surplus received as a result of production activity, enterprises
purchase machinery, factory sites and buildings to replace or expand production facilities.
The government builds office buildings and social overhead capital (SOC) and purchases
various goods necessary for administrative purposes with the taxes received from other
economic entities.
9.3
Also, net exports, i.e. exports of goods and services minus imports of goods and
services, constitute external-sector expenditures. Anything remaining or lacking when these
expenditures are totaled and compared with GDP from the production side is recorded as
changes in inventories and acquisitions less disposal of valuables.
9.4
Combining these components (household consumption, enterprise’s investment,
government and other public sector’s purchases, external sector’s net exports, and changes
in inventories and acquisitions less disposal of valuables) yields the expenditure on the final
output produced in the economy, in other words “expenditures” on gross domestic product
(GDP). This is called “national income from the expenditure side.” (GDP= Consumption+
Investment + eXports – iMports)
9.5
In the national accounts, the expenditures of the various economic units are subclassified in accordance with specialized terms such as private consumption expenditure,
government consumption expenditure, gross fixed capital formation, exports of goods and
services, imports of goods and services, and changes in inventories and acquisitions less

Concepts, Sources and Methods

–„„˛ Ł`⁄(¿ )-3

-69~237

2011.2.17 1:40 PM

˘

` 194

ntech4 C9600 2400DPI 175LPI

T

194 Korean System of National Accounts

disposal of valuables.
9.6
Each component of the national income is a major macroeconomic index that
shows the economic activity level comprehensively, and it can be used for the economic
unit’s decision and post-evaluation.
9.7

The composition of expenditure on GDP is shown in the Table III-9-1.

Table III-9-1

Expenditure on GDP

Classification

Final
consumption
expenditure

Private
consumption

Composition
·Final Consumption expenditure of Households:
Final consumption expenditures in the domestic market,
Direct purchases abroad by resident households,
(-)Direct purchases in the domestic market by non-resident households,
Final Consumption expenditure of NPISHs1)

Government
consumption
Facility
investment
Gross fixed
capital
formation

Construction
investment
Intangible fixed
asset investment

Transportation, equipment machinery
Buildings, civil engineering
Computer software, mineral exploration

Changes in inventories and
acquisitions less disposal of
valuables

Finished goods, goods in the process of production(work-inprogress), goods for re-sale, raw materials and suppliers,
acquisitions less disposal of valuables

Export of goods and services

Export of goods, export of service

(-)Import of goods and services

Import of goods, import of service

Notes: 1) Non-profit institutions serving households.

9.8
There are two methods for the compilation of expenditure on GDP: demandapproach method and supply-approach method. In general, when estimating expenditure on
GDP, we do not use just one method but use both of the methods depending on the situation
of the preliminary data.
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9.9
Most OECD members and other advanced countries generally employ the
demand-approach method to estimate household consumption, government consumption,
construction investment, changes in inventories and acquisitions less disposal of valuables,
and the export and import of goods and services. They usually employ the supply-approach
method to estimate facility investments. However, the specific characteristics of each item
are what actually determine whether the demand- or supply-approach method is used. From
2005 in Korea, primarily the demand-approach method has been used for estimation, and
the supply-approach method has been used when it is troubled in shortage of demand-sided
basic data e.g. facility investment.
9.10
The supply approach method is the representative indirect-estimation method
(e.g. Commodity Flow Method). It discloses how much of the national economy’s
aggregate supply (total output + import) is used for intermediate demand and final demand
according to the Input-Output Table.
9.11
To maintain the usefulness of the CFM, the Input-Output Table should accurately
reflect the current economic situation, but making the actual survey Input-Output Table is
very time - consuming, so there are structural limitations to reflecting the current economic
situation in a timely manner. Also when compiling statistics, it is difficult to ensure
consistency and check the national income from the production side and expenditure side
independently. So international organizations, such as the IMF, recommend its limited use.
9.12
The demand-approach method is based on expenditure survey data collected from
the final users who directly purchase the final output, such as households, firms and the
government. This method covers non-observed economic activity which is easily missed
when focusing on production. This also has a high degree of accuracy because they are
based on recent survey results from related fields.
9.13

In this chapter, each final expenditure item will be introduced in detail.
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Box III-9-1

Commodity Flow Method

Commodity Flow Method is a method to estimate expenditure on GDP through tracing the
process of commodity circulation. It is developed by S. Kuznets and a representative method with
supply approach. In addition, it is mainly used estimating the items troubled in shortage of
demand-sided basic data such as facilities investment or inventories.
The estimating process by Commodity Flow Method is introduced briefly below.
Firstly, domestic gross output is calculated in production side. Then, total final demand is
derived by adding imports and deducting intermediate consumption and exports. Finally, each
expenditure item such as consumption expenditure or investment is calculated by multiplying the
total final demand by the weight of each item stemmed from I/O table in base year.

Total supply
(Gross domestic
output

–

Intermediate
Total domestic
– Exports =
consumption
demand

Final
consumption
expenditure
Fixed investment

+ Imports)

Inventories

(weight on total domestic demand)

2. Final Consumption Expenditure
9.14
Final consumption expenditure in the economy may be defined as the total value
of all expenditures on goods and services by households, non-profit institutions serving
households (NPISHs), and general government units to satisfy their individual or collective
needs and wants.
2.1 Private Consumption Expenditure
A. Definition and Coverage
9.15

Private consumption expenditure consists of
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■final consumption expenditure of households; and
■final consumption expenditure of NPISHs.
Final Consumption Expenditure of Households
9.16
Final consumption expenditure of Households is the total value of goods and
services purchased by households for the purpose of consumption. However, not all goods
and services purchased by households are recorded under their final consumption
expenditure. For instance, housing purchases for the purpose of own use are recorded as
gross fixed capital formation since a house is not an object of consumption but a good
offering residential service. Secondhand goods purchased by households are also excluded
since they had already been included within household final consumption expenditure at the
time of the original purchase. Conversely, some goods and services which households did
not actually purchase are factored into their final consumption expenditure. Residential
service (the imputed rental charge) produced by a homeowner for the purpose of one’s own
final use, for instance, is included in the final consumption expenditure of households even
though the household did not actually purchase it.
9.17
The 1993 SNA suggests including resident households’ consumption
expenditures overseas among the final consumption expenditure of resident households.
Accordingly, the final consumption expenditure of households is obtained by calculating
final consumption expenditures in the domestic market and adding direct purchases abroad
by resident households, and then finally deducting direct purchases in the domestic market
by non-resident households.
Final Consumption Expenditure of NPISHs
9.18
Non-profit institutions serving households (NPISHs) refer to institutions offering
goods and services for free or at prices lower than economically significant to their
members or households. NPISHs are non-market producers just like the general
government. Unlike the case with the general market producer, their input costs are much
higher than the amount (income) recovered through sales of goods and non-goods for
reasons of social and economic policy . The difference between total input costs and income
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from sales is regarded as the final consumption expenditure of the services produced by the
producer itself.
Table III-9-2

Coverage of Private Consumption Expenditures

Classification

Coverage
■Final

Final consumption
Expenditure of
Households

Consumption Expenditures in the domestic market

[COICOP1)]
Food and non-alcoholic
beverages
Alcoholic beverages and
tobacco
Clothing and footwear
Housing, water, electricity,
gas and other fuels
Furnishings, household
equipment and routine
maintenance of the house
Health
Transport
Communications
Recreation and culture
Education
Restaurants and hotels
Miscellaneous goods and
services
■Direct

Durable goods:
furniture; automobiles; TVs,
PCs, etc.
Semi-durable goods:
clothing and footwear,
household appliances, etc.
Non-durable goods:
food and beverages; water,
electricity, gas and other
fuels, etc.
Services

purchases abroad by resident households

■(-)Direct

Final consumption
expenditure of
NPISHs

[Classification of final
consumption expenditure of
households by type]

purchases in the domestic market by non-resident households

[COPNI2)]
- Health, recreation and culture, education, social protection, other services

Notes: 1) COICOP (classification of individual consumption by purpose): In the 1993 SNA, transactions between producers and the household sector
are not sub-divided according to “kind of products” but functionally divided according to the “purpose” of the transaction.
2) COPNI: classification of the purposes of non-profit institutions serving households
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B. Recording Time and Evaluation
Recording Time
9.19
Final consumption expenditure of Households should be recorded as the related
payment obligations occur. For goods, that means the time when ownership changes hands,
and for services, it means the time when the offered service is completed. However, in the
case of installments or similar purchases, the expenditures should be recorded when the
goods are delivered. Even though legal ownership has not yet changed, the buyer actually
possesses the rights and responsibilities pertaining to the goods upon their delivery.
Evaluation
9.20
Final consumption expenditure of Households is recorded by the purchaser’s
price, including all of the producer’s taxes. The purchaser’s price is the amount that the
buyer must pay to receive one unit of goods at the time and place chosen by the buyer.
Thus, this includes any shipping charges that the buyer should pay. And due to market
imperfections, if one household pays a different or discounted price in connection with a
bulk or off-season purchase, that calculation is entered under actual price paid.
C. Estimation Method in Reference Year
Final Consumption Expenditures in the domestic market
9.21
Final Consumption Expenditures in the domestic market include consumption by
residents and non-residents and is estimated with data from the Service Industry Survey,
Household Income & Expenditure Survey, and other sources.
9.22
Expenditures on most goods and services are estimated by using sales figures
from the Service Industry Survey and Input-Output Tables. To calculate expenditures at the
purchaser’s prices, sales taxes must be added to the Service Industry Survey sales figures.
9.23

Goods like grain, tobacco, electricity, gas, water supply, heat energy and services
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like education, communication, health, housing rentals, financial services, and insurance are
estimated by using data from related associations and production-side estimates of GDP.
Direct Purchases Abroad by Resident Households and Direct Purchases in the
Domestic Market by Non-resident Households
9.24
Direct Purchases Abroad by Resident Households and Direct Purchases in the
Domestic Market by Non-resident Households are compiled based on the estimates of the
external transaction account. And those estimates are calculated from Balance of Payments
statistics (e.g. travel services and credit card usage).
Final Consumption Expenditure of NPISHs.
9.25
The final consumption expenditure of non-profit institutions serving households
(NPISHs) is estimated by deducting commodity and non-commodity sales from the output
of non-profit institutions.
D. Estimation Method in Current Year
Final Consumption Expenditures in the domestic market
9.26
The current year’s nominal value estimation method for the final consumption
expenditures in the domestic market is primarily the same as the reference year’s method.
However, instead of the Service Industry Survey, the Whole and Retail Trade Survey and
the Service Industry Activity Index, are used for estination.
9.27
The real value is estimated by dividing the 190 kinds of nominal value that are
made under the COICOP classification system into related deflators such as the CPI. These
nominal and real values are added up by COICOP code and then the final consumption
expenditure of households by purpose and by type are obtained.
Direct Purchases Abroad by Resident Households and Direct Purchases in the
Domestic Market by Non-resident Households
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9.28
Direct Purchases Abroad by Resident Households and Direct Purchases in the
Domestic Market by Non-resident Households are compiled based on external transaction
account estimates. As for deflators, the exchange-rate adjusted consumer price index of
major travel countries is used for Direct Purchases Abroad by Resident Households, and the
domestic consumer price index is used for Direct Purchases in the Domestic Market by
Non-resident Households.
Final Consumption Expenditure of NPISHs
9.29
Nominal and real value estimation methods for the final consumption expenditure
of NPISHs in the current year are the same as those used for calculating it in the reference
year.
E. Data Sources
9.30
Data needed for compiling private consumption expenditures are collected from
sources listed in Table III-9-3..
Table III-9-3

Data Sources of Private Consumption Expenditure

Reference Material

Institution Responsible

Major Contents

Service Industry Survey

Statistics Korea

Service industry sales by subclasses, the sales ratio by
consumers, etc.

Wholesale and Retail Trade
Survey

Statistics Korea

sales by industry for the wholesale
and retail sectors

Basic Agricultural Statistics
Survey

Statistics Korea

Population of farming households

Current Wholesale and
Retail Trade Survey

Statistics Korea

Retail sales index by item

Service Industry Activity
Index

Statistics Korea

Service industry trends by item

Monthly Automobile
Statistics Report

Korea Automobile
Manufacturers Association

Number of domestic automobile
sales

Food Grain Consumption
Statistical Research

Statistics Korea

Rate of change in grain
consumption
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IR of KT&G

KT&G

Domestic tobacco sales results

Status of registrations of
imported automobiles

Korea Automobile Importers
& Distributors Association

Number of imported and
registered automobiles

Electrical power statistics
news bulletin

Korea Electric Power
Corporation

Results of electric power sales for
household use

Statistical monthly reports of
city gas companies

Korea City Gas Association

Results of city gas sales to
households

Consumer Price Index

Statistics Korea

Price index by item

Producer Price Index

The Bank of Korea

Price index by item

2.2 Government Consumption Expenditure
A. Definition and Coverage
9.31
Within the national accounts, the government, as the producer of government
services, is concurrently producer and consumer. In the 1993 SNA, the general government
is the final consumer for its products — with the exception of sales proceeds it receives for
the goods and services produced.
9.32
Government consumption can be divided into two primary components: 1)
“expenditure executed” to supply public administration, maintain national defense, maintain
law and order, maintain public health, maintain other “free” collective services paid by
general taxes and other income, and 2) offering goods and services to individual households
for free or at prices that are not economically significant. These individual services mainly
apply to medical treatment, health and education, etc.
9.33
The 1993 SNA recommends dividing expenditure into final consumption
expenditure and actual final consumption to avoid ambiguity. Final consumption
expenditure refers to the amount spent by the institutional sector on public-related goods
and services, and actual final consumption refers to the value of all goods and services that
are connected to meeting one’s own needs and desires. The concept of government
consumption is the same as that in the government final consumption expenditure. It
includes the collective services offered to the whole of society and individual services
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offered to individual households. Government actual final consumption is the value
obtained by deducting expenditures (individual services) from goods and services offered to
individual households from government final consumption expenditure.
9.34
Government final consumption expenditure is the value obtained by deducting
receipts from commodity and non-commodity sales from output produced by the
government plus social security benefits in kind. Receipts from commodity sales are sales
sold to enterprises with the prices near to production costs. This includes licenses and
commission fees, inspection fees, revenues from air and port transportation. Receipts from
non-commodity sales are primarily sales sold to households. This service is generally
offered at the current cost and includes parking fees, admission fees, revenues from
hospitals, etc.26

Government Final Consumption Expenditure
= Output (CT) - Receipts from commodity and non-commodity sales
+ Social security benefits in kind

9.35
The reason receipts from commodity and non-commodity sales are deducted
from output produced by the government when calculating government final consumption
expenditure is that commodity and non-commodity sales are not services the government
produces for self consumption but are part of intermediate input and final consumption in
enterprises and households. In short, within the national accounts, government consumption
applies to the value of goods and services the government produces for self consumption
only.
9.36
Meanwhile, social security benefits in kind are goods and services offered by the
government to individual households in the form of in-kind transfers. Government
purchases these goods and services in the market and offers them to households

26) Using prices to separate commodities from non-commodities is unreliable. Consequently, sales to industry are labeled commodities
and sales to households are labeled non-commodities.
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B. Estimation Method in Reference Year
9.37
As stated above, government consumption (government final consumption
expenditure) is the value obtained by deducting receipts from commodity and noncommodity sales from output produced by the government and adding social security
benefits in kind to output.
9.38
Government output is calculated by combining value added and intermediate
consumption. Value added is measured as the sum of compensation of employees,
consumption of fixed capital and other taxes on production, and intermediate consumption
is obtained by combining general operating expenses. Receipts from commodity and noncommodity sales are calculated sectorally by summing the revenues from relevant items
attained from the report on settlements by central, local government and social security
funds and public non-profit institutions.
9.39
And Social security benefits in kind are estimated by deducting social security
benefits paid in cash after calculating social security benefits through reported social
security fund settlements. Social security benefits in kind include payments for health care
from the National Health Insurance Corporation, payments for recuperation from the
Workmen’s Accident Compensation Insurance and expenditures for re-employment
education from the Korea Labor Welfare Corporation.
C. Estimation Method in Current Year
9.40
The estimation method for government consumption in the current year is the
same as that used for calculating it in the reference year.
9.41
As with government consumption, constant price output in the current year is
equal to the constant price output for the general government, so the estimation methods are
the same. Receipts from commodity and non-commodity sales at constant prices are
calculated by dividing nominal data by the government’s output deflator, and social security
benefits in kind are calculated by dividing nominal social security benefits in kind by the
relevant deflators related to health and educational services.
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D. Data Sources
9.42
Data Sources used to estimate government consumption in the reference year and
current year are primarily the same as data sources used to estimate government output.
However, data sources related to receipts from the sale of products and non-products and
social security benefits in kind should be added. Detailed data sources contained in Table
III-9-4 are equal to those in Table III-8-30
Table III-9-4

Data Sources of Government Consumption Expenditure

Reference Material

Institution Responsible

Major Contents

Yearbook of Local
Nontax Receipts

Ministry of Public
Administration and Security

Local government general accounts and special
accounts nontax receipts

Report of social security
funds’ settlements

National Health Insurance
Corporation

Social security funds plus related benefits and
contributions

E. Government Expenditure by Function
9.43
The classification of the functions of government (COFOG) refers to the
functions of the general government; a classification of several government expenditures by
socio-economic aim.
9.44
Government services can generate individual benefits (individual services) and
collective benefits (collective services). The COFOG is used to classify individual and
collective government services.
9.45
These OECD-generated classification methods separate government functions
into three classifications: division, group and class. Revisions in 1999 consolidated the
previous 13 categories into 10 and created a separate Environmental Protection category.
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Table III-9-5

The COFOG Before and After Revision
Before

1. General Public Services
2. Defense
3. Public Order and Safety
4. Education
5. Health
6. Social Security and Welfare
7. Housing and Social Environmen Improvement
8. Recreation, Culture and Religion
9. Fuel and Energy
10. Agriculture, Forestry and Fishery
11. Mining, Manufacturing and Construction Industry
12. Transportation and Communication
13. Other

After Revision
1. General Public Services
2. Defense
3. Public Order and Safety
4. Economic Affairs
5. Environmental Protection
6. Housing and Community Amenities
7. Health
8. Recreation, Culture and Religion
9. Education
10. Social Protection

3. Gross Capital Formation
3.1 Gross Fixed Capital Formation
A. Definition and Coverage
9.46
Producers construct buildings and/or purchase machinery, vehicles and other
equipment in order to maintain their production capacities and improve competitiveness.
Such acquisitions of machinery and vehicles or construction of buildings are made from a
medium and long-term viewpoint to sustain income sources. Tangible or intangible assets
that are not exhausted during the relevant period but used repeatedly and continuously for
production over many accounting periods (normally one year or longer) are called fixed
assets or capital goods. In the System of National Accounts, the total value of a producer’s
net acquisition of fixed assets (acquisition less disposal), is called gross fixed capital
formation (GFCF) or gross fixed investment.
9.47
Asset acquisition includes not only the purchase of new assets but also the
acquisition of existing assets through purchasing, exchanging, transferring or self-producing
assets. It also includes improvement in the existing asset’s capacity and accompanying costs
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related to transfers of ownership. Conversely, if existing fixed assets are sold by disposal,
exchange and transfer, then gross fixed capital formation(GFCF) is calculated by the net
fixed asset acquisition value(acquisition less disposals). In the case of asset acquisition by
lease, the profit and risk from the asset is actually moved to the lessee, so it is included in
GFCF.
9.48
Among non-financial assets, assets that are the objects of GFCF are confined to
assets made through production processes. So tangible non-produced assets27 such as land,
mines, forests and fields, cannot be calculated as GFCF. However, expenditures for capacity
improvement, preventing soil deterioration and accompanying expenses such as
commissions and taxes related to ownership transfers of non-produced assets are included
in GFCF.
B. Classification
9.49
GFCF can be sub-classified into facilities investment, construction investment
and intangible fixed asset investment by the type of capital goods.
9.50
Firstly, the construction investment is sub-classified into buildings and civil
engineering.
9.51
Buildings are further classified into residential buildings and non-residential
buildings. Residential buildings include single and multiple dwellings, including various
types of buildings for residence such as boarding houses. Non-residential buildings include
industrial buildings (such as warehouses and factories), commercial buildings, government
office buildings, public entertainment buildings, schools, playgrounds, etc.
9.52
Civil engineering includes transportation-related social overhead capital (SOC)
facilities, such as roads, harbors, airports, railroads and subways, and other SOC facilities
such as electric power, communication and water supply and drainage facilities.

27) These assets are necessary for producing goods and services, but they are assets that are not produced such as land, coal, oil, natural
gas, and metal and non-metal minerals.
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9.53
Secondly, facilities investment is sub-classified into two categories:
transportation equipment (automobiles, airplanes, ships and rolling stock) and machinery
(various machines and equipment used for production facilities in industry). Livestock for
breeding, dairy cows for producing milk and sheep for producing wool are also included in
facilities investment.
9.54
Thirdly, intangible fixed asset investment 28 is sub-classified into computer
software and data bases expected to be used for production for one-year or more and
mineral exploration to discover minerals or fuels that can be used commercially.
Table III-9-6

Classification of Gross Fixed Capital Formation
by Type of Capital Good
Classification

Buildings

Coverage
Residential
buildings

Single and multiple dwelling buildings,
boarding houses, etc.

Non-residential
buildings

Factories, warehouses, commercial buildings,
government office buildings, schools, public
entertainment buildings, etc.

Construction
Investment
Structures

Roads, railroads, subways, harbors, airports, river
erosion control, water supply and drainage,
agricultural, forestry and fishing civil engineering, city
civil engineering, power facilities, communication
facilities, forestation, etc.

Other civil
engineering

forestation, expenses accompanying land
transactions

Civil
engineering

Transportation
equipment
Facilities
Investment
Machinery

Intangible fixed asset investment

Automobiles, aircraft, ships, railroads, vehicles, etc.

General equipment, electrical and electronic
equipment, precision machinery, other machinery
equipment, breeding stock, dairy stock, etc.
Computer software (including data bases), Mineral
exploration

28) Entertainment, literary and original artistic originals are not included in intangible fixed asset investment because of the shortage of
basic data.
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C. Record of Gross Fixed Capital Formation (GFCF)
Record time
9.55
According to the 1993 SNA, GFCF is recorded when a producer who hopes to
use fixed assets for production receives ownership of the relevant assets29.
9.56
In general, it takes a long period of time for buildings and structures to be
completed. In cases where construction is carried out after conclusion of a purchase
contract, ownership is regarded as being transferred in stages, so that the value of the output
that is transferred at each stage is treated as purchaser’s GFCF. In the case where ownership
is not transferred, the structure is recorded as inventory.
Evaluation
9.57
GFCF is evaluated by the amount of net fixed assets acquisition, which includes
the increase in the value of fixed assets made through production activities during the
accounting period. In this case, the price of the fixed assets is appraised by the purchaser’s
price that includes not only the price of the product itself but also the trade margin,
expenses for transportation and establishment and ownership transfer-related expenses
(payment fees to engineers, technicians, architects, lawyers and real estate brokers,
ownership transfer-related taxes, etc.).
9.58
The purchaser’s price means the price that the purchaser pays to acquire one unit
of a good or service at a time and place chosen by the purchaser. The deductible value
added tax is not included, however, transportation fees that the purchaser paid on top of the
product price are included.
9.59
Thus when a used capital asset is traded, the transaction payment does not affect
gross fixed capital formation of the national economy because it is offset between the
acquiring enterprise and the relinquishing enterprise. But the cost that the purchaser pays

29) Until ownership is transferred, assets are recorded as inventory.
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for the transfer of the ownership is added to the national economy’s gross fixed capital
formation.
D. Estimation Method in Reference Year
Construction Investment
9.60
The value of reference-year construction investment is calculated by the value of
output from construction activities, adding accompanying costs, and then deducting the
change in construction inventories.
9.61
Firstly, the baseline value for the assessment of output from construction
activities is the value of construction completed, obtained from the annual Construction
Work Survey conducted by Statistics Korea. This is then added to the net increase in the
value of cultivated trees and forests that is based on the production-side output of the
agriculture, forestry and fishing industry.
9.62
The purchaser’s price-based value is obtained by including taxes on new
buildings and structures, such as value added taxes and registration and acquisition taxes.
Required data is drawn from the annual tax statistics report served by the National Tax
Service.
9.63
Meanwhile, accompanying costs include costs of ownership transfers in respect
to existing buildings and structures, such as registration and acquisition taxes and brokerage
fees. Agency fees on sales of newly constructed buildings are also included. The value of
accompanying costs is based on data from the tax statistics report and production-side
output of the real estate-related service industry.
9.64
Finally, the value of construction investment for the relevant period is obtained
by subtracting the change in construction inventories, such as unsold houses, from the value
by the procedure described above. Accordingly, the stock of construction inventories and
the value of construction investment are inversely related.
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Facilities Investment
9.65
Facilities investment estimates basically follow the Commodity Flow Method;
estimating the value of investment according to the disposal process of the produced
commodity.
9.66
Facilities investment can be sub-classified into domestic and import facilities
investment. For domestic facilities investment, domestic total supply by commodity is
calculated by deducting the custom standard export value from the shipment amount that is
obtained from the Mining and Manufacturing Survey and related associations by
commodity. And then domestic final demand by commodity is calculated by deducting the
intermediate demand that is obtained from the domestic transaction table in the InputOutput Tables from domestic total supply by commodity. This domestic final demand is
divided into consumption and fixed investment. The ratio between consumption and fixed
investment is obtained from various materials, including the Input-Output Tables of the
reference year.
9.67
In the case of import facilities investment, final import demand by commodity is
calculated by deducting intermediate demand obtained from the import transaction table in
the Input-Output Tables from the value of the import given in customs statistics. And then
import facility investment can be calculated by applying the fixed investment ratio of the
Input-Output Tables.
9.68
But the domestic and import facilities investments estimated in this way do not
include accompanying registration taxes, acquisition tax fees on secondhand capital goods,
trade and transport margins, and other costs. Therefore the purchasers’ price-based facilities
investment can be estimated by adding the accompanying costs and trade and transport
margins obtained from data drawn from the government’s sectoral tax reports, margins
reported in wholesale and retail industry estimation materials, and elsewhere.
Intangible Fixed Asset Investment
9.69

Intangible fixed asset investment is estimated by using the Commodity Flow
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Method as with facility investment. Computer software is sub-classified into purchase-type
(package software, order-type software, etc.) and own-account software. Domestic value of
the production is obtained by data from the Information-Communication Industry
Association, the Statistics Korea and survey results from related enterprises. The import
value of software is obtained by using the customs materials of the Korea Customs Service,
etc. The final demand value is calculated by applying the intermediate consumption ratio
from the Input-Output Tables to domestic production and import value. And then the value
of intangible fixed asset investment is obtained by applying the Commodity Flow Method
to the final demand value.
9.70
Purchasers’ price-based intangible fixed asset investment is obtained by adding
trade and transport margins to the producer’s price-based intangible fixed asset investment.
E. Estimation Method in Current Year
Construction Investment
9.71
Current-year construction investment is estimated in the same way it is done for
the reference year. The value of construction investment in real terms is also estimated by
adding real accompanying costs and deducting the change in the real value of construction
inventories, to the real value of output from construction activities. Each of these real
values is obtained by deflating nominal values using the PPI, wage index, and other
relevant price indices.
Facilities Investment
9.72
Current-year facility investment is also estimated by using the commodity flow
method, as with reference-year facility investment. It is estimated by multiplying the
previous year’s facility investment figure and current year’s year-on-year rate of increase in
supply by facility asset.
9.73
Domestic facilities investment is estimated by using the year-on-year rate of
increase in domestic supply that is calculated by deducting the export amount by
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commodity from the shipment amount by commodity. The shipment data is obtained from
the Mining and Manufacturing Survey of the Statistics Korea and related associations. The
export amount is obtained from Korea Customs Service statistics. Import facilities
investment is estimated by using the year-on-year rate of increase in import from Korea
Customs Office statistics.
9.74
This estimated investment value is based on producer’s prices, so by adding the
accompanying cost and trade & transport margins, the final facility investment estimates are
obtained.
9.75
The real value is calculated by daflating nominal value using the PPI, IPI, and
relevant price indices.
Intangible Fixed Asset Investment
9.76
Current-year intangible fixed asset investment is estimated by multiplying the
previous year’s domestic supply and import figures of intangible fixed assets and the yearon-year rate of increase. Firstly, nominal value is estimated and then the real value is
calculated by daflating the nominal value using relevant price indices.
F. Gross Fixed Capital Formation by Kind of Economic Activity
9.77
GFCF by kind of economic activity is estimated by distributing the total GFCF
value by type of capital goods according to the economic activity. The weights which are
used to distribute it by kind of economic activities can be obtained from Input-Output
Tables, the Mining and Manufacturing Survey, Construction Work Survey, etc.
G. Data Sources
9.78

Data sources needed to compile GFCF are given below:
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Table III-9-7
Classification

Data Sources of Gross Fixed Capital Formation

Reference Material

Construction Work Survey

Institution
Responsible

Statistics Korea

Ministry of Land,
Area of building construction
Transport and
authorized & started
Maritime Affairs

Information on construction
orders received and the value
of construction completed
Information of building construction
authorized & started

Input-Output Tables

The Bank of
Korea

Intermediate demand ratio,
investment ratio

Government settlement
report

Ministry of
Strategy and
Finance Ministry
of Public
Administration
and Security

Budget spending of governments by
economic purpose

Producer Price Index

The Bank of
Korea

Price index by commodity

Export & Import Price Index

The Bank of
Korea

Price index by commodity

Mining and
Manufacturing Survey

Statistics Korea

Manufacturing volume and value

Customs clearance-based
export and import

The Korea
Exports and imports volume and value
Customs Service

Monthly automobile
statistics report

Korea Automobile
Manufacturers
Basic data on automobile investment
Association

Input-Output Tables

The Bank of
Korea

Intermediate demand ratio,
investment ratio

Producer Price Index

The Bank of
Korea

Price index by commodity

Export & Import Price
Index

The Bank of
Korea

Price index by commodity

Construction
Investment

Facility
Investment

Major Contents

T
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Intangible Fixed
Asset
Investment

Service Industry
Activity Index

Statistics Korea

Software and other industry
production statistics

Customs clearancebased export and
import

The Korea
Exports and imports of software
Customs Service volume and value

Input-Output Table

The Bank of
Korea

Intermediate demand ratio,
investment ratio

Producer Price Index

The Bank of
Korea

Price index by commodity

Export & Import Price
Index

The Bank of
Korea

Price index by commodity

3.2 Changes in Inventories and Acquisitions Less Disposal of Valuables
A. Definition and Coverage
9.79
Inventories in the economic account refer to goods which each industry
(producer) possesses prior to further processing (i.e. production) or sale at a certain time.
9.80
Gross capital formation is measured by the total GFCF value, changes in
inventories and acquisitions less disposal of valuables. Changes in inventories are included
because they are stored for future consumption.
9.81
Changes in inventories take place during certain time periods. In other words,
inventories are known as a stock variable and changes in inventories, i.e. stock-building are
a flow variable. The main components of inventories are as follows: materials and supplies,
work-in-progress, finished goods, goods for resale. They are measured by the value of the
entries into inventories less the value of withdrawals and less the value of any recurrent
losses of goods held in inventories during the accounting period.
9.82
Changes in inventories cover not only inventories possessed by producers, but
also changes in inventories in the process of distribution, changes in forest tree growth
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amounts in artificial forestation areas and changes in unsold houses whose ownership has
not been transferred. However, changes in natural assets where ownership cannot be
exercised and changes in inventories possessed by consumers (households) are excluded.
9.83
Inventory changes are classified by agricultural and non-agricultural inventories,
with the latter subdivided into materials and supplies, work-in-progress, finished goods,
goods for resale.
9.84

Inventory price valuation in the 1993 SNA standards is described below:
■Goods transferred out of inventories to be used for intermediate demand are valued
at purchasers’ prices current at the time of the withdrawal from inventories.
■Finished goods transferred into inventories are valued as if they were sold at that
time.
■Work-in-progress is valued by calculating the proportion of the total production cost
incurred in that period and applying that ratio to the basic price realized by the
finished products.

9.85
Acquisitions less disposals of valuables are items that are not used primarily for
production or consumption, that are expected to appreciate or at least not to decline in real
value, that do not deteriorate over time in normal conditions, and that are acquired and held
primarily as stores of value.
9.86
As they have such characters, it is difficult to treat them as gross fixed capital
formation or intermediate consumption. In the 1993 SNA, it is recommended that they are
recorded in the capital account. In Korea, gold and silver are recorded as acquisitions less
disposals of valuables.
B. Estimation Method
9.87

Changes in book value of mining and manufacturing inventories are estimated
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using the Service Industry Census, the Mining and Manufacturing Survey, financial
statements from the National Tax Service and others.
9.88
Real changes in inventories are estimated by deducting the real inventory level at
the beginning of the period (inventory book values divided by price index at the beginning
of the period) from the real inventory level at the end of the period (inventory book value
divided by price index at the end of the period).
9.89
Different price indices are used depending on the types of inventories. The
Producer Price Index (PPI) is used for finished goods and work-in-progress inventories in
the mining and manufacturing industries. The PPI and Consumer Price Index are used for
inventories of goods for resale in the wholesale and retail industries. The Housing Price
Index is used for housing inventory in the construction sector. PPI and Import Price Index
are used for material inventory.
9.90
Holding gains (or losses) for inventory value adjustment are calculated by
subtracting changes in value at current prices (based on National Accounts standards) from
changes in book value (based on business accounting standards).
9.91
Inventory valuation adjustment is required to reflect the present economic status
well. It is assumed that many enterprises in Korea use FIFO (first-in first-out), which
implies goods are withdrawn in the same order as they entered. But an exception is crude
oil since its price is so volatile; it is estimated by the average cost method.
9.92
Inventories of crude oil are directly estimated using information from the Korea
National Oil Corporation. Inventories of buildings are estimated by obtaining data on
unsold buildings.
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Box III-9-2

Estimation of Annual Changes in Inventories Using
Corporate Accounting Data (Example)

<Conditions>
■

Value of Inventory Level

- Inventory at the beginning of the period (Dec. 31, 2008) 1,000
- Inventory at the end of the period (Dec. 31, 2009)
1,500

□

Price Index
Jan

Feb

Mar

Apr

May

Jun

Jul

Aug

Sep

Oct

Nov

Dec

2008

94.5

95.5

96.5

97.5

98.5

99.5

100.5

101.5

102.5

103.5

104.5

105.5

2009

106.5

107.5

108.5

109.5

110.5

111.5

112.5

113.5

114.5

115.5

116.5

117.5

1. Changes in book value
Inventory at Dec. 31, 2009 (1,500) — Inventory at Dec. 31, 2008 (1,000) = 500
2. Changes in real value
(Inventory at Dec. 31,2009/price index for Dec. 2009)
— (Inventory at Dec. 31, 2008/price index of Dec. 2008)
= (1,500/1.175) — (1,000/1.055) = 1,276.6 — 947.9 = 328.7
3. Changes in inventories at current price
Changes in real value (328.7)
x Average price index for the year (1.12) = 368.1
* Average price index for 2009 (same monthly weight)
4. Holding gains/losses
Changes in book value (500)
— Changes in inventories at current price (368.1) = 131.9
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C. Data Sources
Table III-9-8

Data Sources of Changes in Inventories

Reference Material

Institution Responsible

Major Contents

Financial statements

National Tax Service,
Korea Information Service

Year-end inventories for corporations,
listed by industries and types

Mining and Manufacturing Survey
data

Statistics Korea

Year-end inventories for corporations
registered with the NTS by industries
and types

Producer Product Inventory Index

Statistics Korea

Inventory index of finished goods by
item from mining and manufacturing
establishments

Petroleum supply and demand
statistics

Korea National Oil Corporation

Crude oil inventories

Unsold Housing Construction
Report

Ministry of Construction and
Transportation

Unsold housing inventories

Automobile Statement monthly
report

Korea Automobile
Manufacturing Association

Automobile inventories

Iron & Steel Statement

Korea Iron & Steel
Association

Iron & steel inventories

Livestock Statistics
monthly report

Korea Rural Economic
Institute

Livestock inventories
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4. Exports and Imports of Goods and Services
4.1 Exports and Imports of Goods
A. Definition and Coverage
9.93
Goods cover general merchandise, goods for processing, repairs on goods, goods
procured in ports by carriers, and non-monetary gold.
9.94
General merchandise refers to most goods accompanied by change of ownership
in the middle of exporting or importing. Goods for processing include goods that are
exported or imported for processing across the border and that are calculated on a gross
basis before and after processing.
9.95
The category of repairs on goods covers repair activity that involves work
performed by residents on movable goods owned by nonresidents (or vice versa). Examples
of such goods are ships, aircraft, and other transportation equipment. This is differentiated
from goods for processing in that it is counted only for the repair value.
9.96
Goods procured in ports cover goods (e.g., fuels, provisions, stores, and supplies)
procured by resident or nonresident carriers abroad or in the compiling economy.
9.97
Non-monetary gold covers exports and imports of all gold not held as reserve
assets (monetary gold) by the authorities. Non-monetary gold is treated as any other
commodity and, when feasible, is subdivided into gold held as a store of value and other
(industrial) gold.
B. Estimation Method in Reference Year
9.98
The price of exported or imported goods can be evaluated on an FOB basis and
recorded when its ownership is transferred to nonresidents (or vice versa). Trade statistics
are needed to convert on a change of ownership basis as recommended by the SNA because
export and import data are discerned at the time goods clear customs. This entails that re-
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export and re-import are extracted from customs data respectively and smuggled goods
should be added (coverage adjustment). In addition, some customs clearance statistics such
as ships exports should be calculated by adding or subtracting in accordance with the
transfer of ownership (timing adjustment).
9.99
Customs clearance-based import statistics should be converted to a Free on Board
(FOB) basis by deducting freight and insurance charges, which should be counted as a
service import if it is a transaction between residents and nonresidents.
9.100
The average exchange rate weighted by the daily trade value is applied to the
dollar-denominated nominal export and import data so as to convert them to the wondenominated data.
C. Estimation Method in Current Year
9.101
Current-year methodology is primarily the same as that used for reference-year
calculations.
9.102
Some real export or import data can be extrapolated for some items through
volume records kept in customs clearance statistics, i.e. mineral fuel, energy, steel and iron
whose quality rarely varies (volume extrapolation method). Alternatively, real data can be
derived by dividing nominal export or import by each export or import price index, which is
established especially for machinery, electronic products and motor vehicles (price deflation
method). In addition, the nominal value of aircraft is converted into real value through the
trade partner’s product price indices.
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D. Data Sources
Table III-9-9
Reference Material

Data Sources of Exports and Imports of Good
Institution Responsible

Major Contents

Customs clearance
statistics

Korea Customs Service

Amounts of exports and imports of goods by commodity
types

Transactions between
North and South Korea

Korea Customs Service

Amounts of transactions on by commodity types

Balance of payment
(BOP)

The Bank of Korea

Exports and imports of goods and services by volume,
compiled in accordance with BOP

Exported and imported
goods prices

The Bank of Korea

Exported and imported goods prices by commodity types

U.S. price statistics

BLS

Aircraft and aircraft part prices

4.2 Exports and Imports of Services
A. Definition and Coverage
9.103
The service sector includes transportation and communication, insurance,
miscellaneous services, direct purchases in domestic market (abroad) by non-residents
(residents) household, and by extraterritorial bodies (government).
Transportation and Communication Services
9.104
Transportation services cover all transportation services that are performed by
residents of one economy for those of another and that involve the carriage of passengers,
the movement of goods, rentals of carriers with crew (by sea, air, land, internal waterways,
or pipelines) and related supporting and auxiliary services.
9.105

Communication services cover transactions between residents and nonresidents
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in international communications including postal and courier services[b5],
telecommunications, or other types of transmission. Related repair and maintenance are also
included.
Insurance Services
9.106
Insurance services encompass the provision of various types of insurance to
nonresidents by resident insurance enterprises, and vice versa. Such services cover freight
insurance, other types of direct insurance (such as life, non-life insurance) and reinsurance.
Miscellaneous Services
9.107
Miscellaneous services cover construction; financial; computer and information
services; royalties and license fees; other business services; and personal, cultural and
recreational services.
– Construction Services
9.108
Construction services cover work performed on construction projects and
installations by employees of an enterprise in locations outside the economic territory of the
enterprise. Projects carried out by foreign subsidiaries or branches of enterprises (direct
investors) and certain site offices are not included because such projects are part of the
production of the host economy.
– Financial Services
9.109
Financial services cover financial intermediary and auxiliary services conducted
between residents and nonresidents. Included are intermediary service fees, such as those
associated with letters of credit, bankers’ acceptances, lines of credit, financial leasing, and
foreign exchange transactions. Also included are commissions and other fees related to
transactions in securities-brokerage, placements of issues, underwriting and other hedging
instruments.
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– Computer and Information Services
9.110
Computer and information services cover computer data and news-related service
transactions between residents and nonresidents. Included are data bases (such as
development, storage, and online time series) and maintenance and repair of computers and
peripheral equipment.
– Royalties and License Fees
9.111
Royalties and license fees cover the exchange of payments and receipts between
residents and nonresidents for the authorized use of intangible, non-produced, non-financial
assets and proprietary rights (such as patents, copyrights, trademarks, industrial processes,
franchises, etc.) and for the use of produced originals or prototypes (such as manuscripts
and films).
– Other Business Services
9.112
Other business services cover various categories, other than those previously
defined, of service transactions between residents and nonresidents. Merchanting and other
trade-related services, operating leases, miscellaneous business, professional and technical
services are included in this category.
– Cultural and Recreational Services
9.113
Cultural and recreational services cover expenditures related to the production of
films or videos, radio and television programs, and musical recordings; the operation of
libraries, museums and other cultural venues; and sports-related activities.
Direct Purchases in Domestic Market (Abroad) by Non-resident (Resident)
Households
9.114
Direct purchases in domestic market (abroad) by non-resident (resident)
households in the national accounts primarily correspond to goods and services acquired
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within an economy by recreational travelers during visits of less than one year and recorded
under the Balance of Payments. International students and patients who remain residents are
excluded from this category even though the total period of residence is over one year.
Business travel is not included in this category. Instead, the value spent on business travel is
treated as intermediate inputs, thus classified as miscellaneous services item.
Direct Purchases in Domestic Market (Abroad) by Extraterritorial Bodies
(Government)
9.115
Direct purchases in domestic market (abroad) by extraterritorial bodies
(government) relate to the government services in the Balance of Payments. Included are all
transactions by non-resident embassies, consulates, military units, and defense agencies
located within an economy. These transactions comprise expenditures on goods and
services, such as office supplies, furnishings, utilities, operation and maintenance of official
vehicles, and official entertainment.
B. Estimation Method
9.116
The respective values of exports and imports of services are based on receipts and
payments in the Balance of Payments. The Export (Import) of Services-weighted average
exchange rate is used to convert the dollar-denominated values into Korean won.
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Chapter 10 Income Approach
1. Outline
10.1
The income account reveals how value added derived from the production
account is distributed and used by institutional sectors. The account consists of the primary
and secondary distributions of the income account, the redistribution of income in kind
account and the use of income account.
10.2
The primary distribution of income account shows how gross value added is
distributed to labor, capital and government and flows to and from the rest of the world.
This account contains the generation of income account and the allocation of primary
income account. Under the Korean national accounts system, as of now, the generation of
income account is not published mainly due to lack of source data.
10.3
The secondary distribution of income account covers redistribution of income
through current transfers between each institutional sector. The redistribution of income in
kind account shows transfers in kind, such as public education or health services provided
to households by the government or NPISHs. The use of income account shows how each
institutional sector uses their disposable income for final consumption expenditures and
saving.

2. Concept of Income Components
10.4
The income account contains non-financial corporations, financial corporations,
general government, individuals and the rest of the world as institutional sectors. NIPSHs
are included in the individual sector.
A. Compensation of Employees
10.5
Compensation of employees is defined as the total remuneration in cash or in
kind payable by an enterprise to an employee in return for work done by the latter during
the accounting period. The unpaid voluntary workers of unincorporated enterprises that are
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owned by a member of the workers’ own household are excluded from the count.
Compensation of employees is composed of wages and salaries in cash or in kind and the
employers’ social contributions on the employees’ behalf.
B. Operating Surplus and Mixed Income
10.6
Operating surplus and mixed income are surpluses that are made in the process of
production and are also defined as income prior to deducting explicit and implicit interest or
rent on financial assets, lands and other non-produced assets needed in the production
activities. In addition, operating surplus and mixed income is the balancing item of the
income generation account and is calculated by deducting compensation of employ and net
taxes on production and import from net value added.
C. Property Income
10.7
Property income is defined as a reward for lending financial or tangible nonproduced assets. Property income accrues when the owners of financial assets and natural
resources put them at the disposal of other institutional units of production. The income
payable for the use of financial assets is called investment income while the income payable
for the use of a natural resource is called rent. Property income is the sum of investment
income and rent.
D. Taxes Less Subsidies on Production and Imports
10.8
Taxes on production and imports are taxes that are levied on the production, sale
and use activities of goods and services. Subsidies on production and imports are amounts
paid to enterprises by government without a corresponding transaction in proportion to the
quantity or value of goods and services produced or imported.
E. Social Contributions
10.9
Social contributions are actual or imputed social contributions paid by employers
or employees to sustain social insurance schemes such as social security funds.
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F. Social Benefits
10.10
Social benefits are current transfers received by households in certain situations,
such as sickness, unemployment or retirement. They are divided into social insurance
benefits and social assistance benefits. In addition, social insurance benefits are composed
of social security benefits in cash, private social insurance benefits and unfunded employee
social benefits.
G. Other Transfers
10.11
Other transfers comprise net non-life insurance premiums, non-life insurance
claims and international assistance.
H. Social Transfers in Kind
10.12
Social transfers in kind are defined as goods and services that the government or
NPISHs provide households as a form of transfer in kind.
I. Primary Income
10.13
Primary income is income that accrues to institutional units as a consequence of
its involvement in the processes of production or ownership of assets that may be needed
for the purpose of production. Primary income is calculated by summing compensation of
employees, operating surplus, taxes less subsidies on production and import, and net
property income.
J. Disposable Income and Adjusted Disposable Income
10.14
Disposable income is defined as income available for consumption or investment
expenditure activities. Adjusted disposable income is calculated to add social transfers in
kind to disposable income.
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K. Adjustment for the Change in Net Equity of Households in Pension Funds
10.15
Because private pension fund reserves are a collective possession of households,
pension benefits and payments should be regarded as the acquisition and disposal of
financial assets. But these are recorded as current transfers to avoid confusion caused by the
different recording manner used for public pension funds. So to calculate savings correctly,
these should be adjusted to household savings.
L. Savings
10.16
Savings are calculated by deducting final consumption expenditures from
disposable income and serve as a source of future consumption or investment.

3. Estimation Method and Data Sources
A. The Primary Distribution of Income Account
10.17
Compensation of employees from the production account and net compensation
of employees from the rest-of-the-world sector are recorded as the resources of the
individual sector, while the uses and resources from the rest-of-the-world sector come from
the external transaction account.
10.18
The total operating surplus generated in the production account is divided into the
sources of each institutional sector.
10.19
Taxes on production and imports and subsidies come from the production account
and constitute a source for government expenditures.
10.20
Withdrawals from the income of quasi-corporations are an amount transferred to
the owner out of net-business income. Quasi-corporations’ net-business income (receipts
minus business income payments) is recorded as uses of the non-financial corporations
sector and the resources of the individual sector respectively.
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10.21
The data sources for the principal items of the primary distribution of income
account are summarized in the table below.
Table III-10-1

Data Sources of Primary Distribution of Income Account

□ Operating Surplus (Mixed Income)
Sector
Non-Financial
Corporations

Item

Data Sources

Corporations

National Tax Service (NTS), profit and loss statement (net insurance
premiums, Financial Intermediation Services Indirectly Measured (FISIM)
reflected)

Public corp.

Agricultural and Fisheries Cooperatives, financial statements

Public
quasi-corp.

Provincial fiscal yearbook, government balance sheet

Private
quasi-corp.

NTS, statements of profit and loss

Financial
Corporations

Operating surplus from financial intermediation industry (less that of small
personal financial institutions)

Individuals

Balancing item

□ Interest
Sector

Item

Data Sources

Non-Financial
Corporations

Corporations

NTS, financial statements by types of business
Agricultural and Fisheries Cooperatives, financial statements
Provincial fiscal yearbook, government balance sheet
The Bank of Korea, financial statement analysis

Financial
Corporations

Finance

Data from financial and intermediation section

Life
insurance

Financial Analysis Information Retrieval System (FAIRS), data
from various funds and insurance, etc.

Non-life
insurance

FAIRS, data from various funds and insurance, etc.

Household’s
Considered household’s equity to be paid to
interest on
individual sector
pension
fund equity from
life insurance
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Government

Data from general government section

Individuals

Tax Statistics Yearbook, uses of interest in the individual sector is the
balancing item

ROW

Data from external transaction account

□ Dividends
Sector
Non-Financial
Corporations

Item

Data Sources

Corporations

NTS data

Public corp.

Agricultural and Fisheries Cooperatives

Dividends
overseas
payment

Equity income (securities investment) from overseas less
financial losses from overseas branches

Financial
Corporations

NTS, financial and intermediation,
NTS, dividends (receivable) plus dividends received from abroad

Government

Data from general government section

Individuals

Tax statistics yearbook, individual’s dividends received

ROW

Overseas payment, equity income (direct securities investment) received
from overseas

□ Rent
Sector
Non-Financial
Corporations

Item

Data Sources

Public
corp.

Rent received by types of business (KIS-LINE)
x Land asset ratio (Financial statement analysis)

Government
investment
organizations

Balance sheets of government investment organizations

Public
quasi-corp.

Provincial fiscal yearbooks

Financial
Corporations

Total rent payable in NTS financial statement multiplied
by average land rent ratio.

Government

Data from general government section

Individuals

Rent receivable is a balancing item. Rent payable is derived from the
average rent for agricultural land and total number of households.
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B. The Secondary Distribution of Income Account
1) Current Taxes on Income, Wealth, etc.
10.22
Current taxes on income, wealth, etc., come from the government section and
constitute resources of the government sector and are divided into the uses of other
institutional sectors.
Table III-10-2 Data Sources of Current Taxes on Income, Wealth, etc.,
Sector

Data Sources

Non-Financial
Corporations

NTS, corporate taxes, asset revaluation taxes, etc.

Financial
Corporations

NTS, corporation tax, asset revaluation tax, etc.

Individuals

Data from general government section

2) Social Contributions
10.23
Social contributions related to the social security framework (national pension,
health insurance, unemployment insurance, industrial accident insurance, wage claim,
disability fund) are considered transactions between the government and individual sectors
and are recorded in the resources of government and the uses of individual sector. Social
contributions related to four private pensions (public servants, private schools, school
teachers and military personnel) are considered transactions between financial corporations
sector and the individual sector, and are recorded as the resources of financial corporations
sector and the uses of the individual sector. Government financial reports and data from
related institutions are used for classifications by subject (employer, employee, the selfemployed and unemployed, etc.).
10.24
Imputed private-sector social contributions measure retirement benefits only;
family, paternity leave, and early retirement allowances are included in the government
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sector. Financial statement analysis and data from the NTS, etc., are used for the corporate
sector, and data from the government account are used for the government sector.
3) Social Benefits
10.25
Social security benefits in cash come from the government sector and are
recorded as uses in the government sector and resources in the individual sector.
10.26
Private social insurance benefits are benefits from four private pensions and
recorded in the uses of the financial corporations sector and the resources of the individual
sector.
10.27
sector.

Unfunded employee social benefits are the imputed social contributions of each

10.28
Social assistance benefits are compiled by classifying government financial
reports and are recorded in the uses of the government sector and the resources of the
individual sector.
4) Other Current Transfers
10.29
Net non-life insurance premiums and claims come from the annual bulletins of
insurance and statistics information system published by the Financial Supervisory Service.
The total amount is divided into each institutional sector referring to the related insurance
type: fire, automobile, marine, guarantee, casualty insurance, etc. Data from the government
account and external transaction account are also used for each sector.
10.30
Current transfers include donations, private remittances and other current
transfers for the government and rest-of-the-world sectors. In the case of residents, the
following data are used for compilation: financial statements by type of business (NTS),
analysis on urban/rural households (Statistics Korea), and estimated data from three
sections: the financial intermediation industry, the real estate and renting industry, and the
government.
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10.31
Land compensation-related items listed among other current transfers by
residents are the sum of impediments compensation and compensation transferred from the
Korea Land and Housing Corporation (KLHC), while land compensation itself comes from
financial accounts. Other current transfers of the rest of the world are estimated by using
data from the external transaction account.
10.32
Collection and penalty charges levied by the government are recorded as the
sources of the government sector and the uses of other institutional sectors. Compulsory
collection charges fall into the individual sector in full, and indemnity and charges for
breach of contract are recorded as uses for the individual and corporation sectors,
respectively, and fines and confiscations are allocated to the institutional sector.
C. Redistribution of Income in Kind Account
10.33
Government consumption for public health, entertainment, culture, religion,
education and safeguards are accounted for social transfers in kind and recorded as the uses
of the government sector and the resources of the individual sector.
10.34
Consumption by NPISHs is social transfers in kind by NPISHs and is recorded as
the uses and the resources of the individual sector.
D. Uses of the Income Account
10.35
Final consumption of the government and the individual sectors come from GDP
expenditure categories. Actual consumption of the government and the individual sectors is
calculated by adjusting social transfers in kind in final consumption. Adjustments for the
change in net equity of households in pension funds is the difference between social
contributions and benefits.
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Chapter 11 Overview
11.1
The Bank of Korea officially announces four types of sequential national income
statistics. They are “advance” and “preliminary” quarterly estimates and “preliminary” and
“final” annual estimates. The “advance” quarterly estimates list the real growth rate, real
value and real increase rate of economic activities and expenditure components within 28
days (4 weeks) of the quarter’s end. The “preliminary” quarterly estimates provide more
detailed analysis, e.g. nominal value of economic activities and expenditure components,
GNI, savings and investment ratios, within 70 days of the end of the quarter. Various
consolidated accounts, sectoral accounts and supporting tables are published in the
“preliminary” and “final” annual estimates, which are released around three months after
the covered year ends and three months after the year following it ends, respectively.
11.2
Also, the national income statistics are classified into three types by form and
content of statistics tables: consolidated accounts, sectoral accounts, and supporting tables.
Table IV-11-1 shows the corresponding release details and compilation frequencies.
11.3
First, the five consolidated accounts reveal most major aggregates and all the
transactions regarding production, income, capital, finance and foreign trade. The Gross
Domestic Product and Expenditure Account, the National Disposal Income and its
Appropriation Account, the Capital Transaction Account, the Financial Account and the
External Account are all consolidated accounts recorded only at current prices.
11.4
Secondly, the sectoral accounts — non-financial corporations, financial
corporations, general government, individuals and the rest of the world — record
transactions above consolidated accounts, excluding the External Account. They comprise
the Production, Income, Capital Transactions and Financial accounts and are recorded only
at current prices.
11.5
Lastly, the supporting tables include detailed, economically valuable data which
are worth analyzing but not suitable for tabulating in accounting forms. They supplement
the consolidated and sectoral accounts by defining the transactions by sector, purpose and
type. The Bank of Korea publishes about 20 supporting tables.
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11.6
The detailed methods and the main indicators derived from the tables are
explained in the following chapters.
Table IV-11-1

Release Details for Statistics by Type
Compilation Frequency
Name of Table

Quarterly1) Quarterly

Annual

(advance) (preliminary) (preliminary)
[Consolidated Accounts]
■ Gross Domestic Product and Expenditure
■ National Disposable Income and its Appropriation
■ Capital Transactions
■ Financial Transactions
■ External Transactions

[Sectoral Accounts]
■ Product Accounts by Institutional Sector
■ Income Accounts by Institutional Sector
■ Capital Accounts by Institutional Sector
■ Financial Accounts by Institutional Sector

[Supporting Tables]
■ Gross Domestic Product by Kind of Economic

Activity and Gross National Income
■ Expenditure on Gross Domestic Product
■ Gross Value Added and Factor Income by Kind

of Economic Activity
■ National Income and National Disposable Income
■ Gross Capital Formation by Type of Capital Goods
■ Gross Capital Formation by Kind of Economic Activity
■ Gross Capital Formation by Sector
■ Facilities Investment by Kind of Economic Activity
■ Final Consumption Expenditure of Households by

Purpose

2)

Annual
(final)
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Compilation Frequency
Name of Table

Quarterly1) Quarterly

Annual

(advance) (preliminary) (preliminary)

Annual
(final)

■ Final Consumption Expenditure of Households by Type
■ Final Consumption Expenditure of Non-profit

Institutions Serving Households by Purpose
■ Final Consumption Expenditure of Non-profit

Institutions Serving Households according to
Cost-composition and Purpose
■ General Government Final Consumption

Expenditure by Function
■ General Government Total Expenditures by Function
■ Income Transactions of the Sub-sectors of

General Government
■ Capital Transactions of the Sub-sectors of

General Government
■ External Transactions (Current Transactions,

Capital and Financial Transactions)
■ Gross Saving and Gross Investment

Notes: 1) It is compiled only at real value.
2) Gross National Income (GNI) is not worked out for the advance estimates.
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Chapter 12 Consolidated Accounts
1. Gross Domestic Product and Expenditure Account
12.1
The gross domestic product and expenditure account is the starting point for the
sequence of consolidated accounts, representing the composition of value added generated
from the domestic production process and disposal of final products.
12.2
As illustrated in Table IV-12-1, the left-hand side of the account records value
added from domestic production under distribution items, which consist of compensation of
employees, operating surplus, consumption of fixed capital, and taxes on production and
imports (less subsidies). On the right-hand side of the account, the expenditure components
on GDP are shown, e.g. private and government final consumption; gross fixed capital
formation; changes in inventories and acquisitions less disposals of valuables; exports and
imports of goods and services.
12.3
Although gross domestic production and its expenditures should theoretically
coincide, in practice a statistical discrepancy could appear as a result of using different
sources and methods. This discrepancy is recorded on the right-hand side of the account.
GNI at market prices is calculated by adding factor income receivable from abroad to GDP
(minus factor income payable abroad). Though GNI is included in the account, it is treated
as an off-balance item.
12.4
From the gross domestic product and expenditure account, various economic
indicators including nominal GDP (economic scale), GNI per capita, etc., are obtained on a
yearly basis. These indicators provide a useful tool for the measurement of the economic
power of a country and the living standards of its people. They also give a useful basis for
international comparison since the values are converted into US dollars.
12.5
For example, the World Bank lists the relative size of economies, according to the
Atlas method31. Korea ranked 14th and 49th in the world in terms of economic scale and
GNI per capita, respectively, on the World Bank’s 2008 rankings.
31) When converting gross national income from the national currency to US dollars for internal comparison, this method applies a
three-year average of exchange rates to smooth the effects of transitory exchange rate fluctuations and is adjusted for differences
between inflation rates.
Concepts, Sources and Methods
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Table IV-12-1

Gross Domestic Product and Expenditures (2008)
(unit: billion won)

Compensation of employees

474,954

Private final consumption expenditure

561,628

Operating surplus

295,368

Government final consumption expenditure

156,944

Consumption of fixed capital

135,876

Gross fixed capital formation

300,794

Taxes on production and imports

125,296

Changes in inventories and
acquisitions less disposals of valuables

(less) Subsidies

5,042

Exports of goods and services

544,111

(less) Imports of goods and services

556,198

Statistical discrepancy
Gross domestic product

1,026,452

19,575

Expenditure on gross domestic product

Net factor income from the rest of the world
Gross national income

-401
1,026,452
7,664
1,034,115

2. National Disposal Income and Its Appropriation Account
12.6
The national disposal income and its appropriation account is a consolidated
income account that shows the generation of income and its use in the national economy.
12.7
As shown in Table IV-12-2, the left-hand side of the account consists of private
and government final consumption and net saving. Net saving is carried forward to the
capital account. The final consumption expenditure figure coincides with that of final
consumption displayed on the right-hand side of the consolidated gross domestic product
and expenditure account.
12.8
The right-hand side of the account records the resources of income such as
compensation of employees; operating surplus; and taxes on production and imports, minus
subsidies. These are carried forward from the gross domestic product and expenditure
account. Also disposable incomes received from the rest of the world, such as compensation
of employees, property and entrepreneurial income and current transfers, are recorded in the
right-hand side of the account on the net basis.
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12.9
As for the off-balance items, the account includes national income at factor cost
and national income at market prices. National income at market prices is calculated by
deducting net current transfers from abroad from national disposable income. National
income at factor cost, can then be derived from national income at market prices by
subtracting net taxes on production and imports (taxes less subsidies). Thus, national
income at market prices coincides with net national income (NNI), defined as GNI less the
consumption of fixed capital. National income at factor cost is exactly the same as national
income (NI) obtained from compensation of employees and operating surplus generated
within the nation by adding compensation of employees, property and entrepreneurial
income from the net rest-of-the-world figure.

Table IV-12-2

National Disposable Income and Its Appropriation (2008)
(unit: billion won)

Private final consumption expenditure 561,628

Compensation of employees

474,954

Government final consumption
expenditure

156,944

Net compensation of employees from the rest
of the world

Net saving

179,499

Operating surplus

-300

295,368

Net property and entrepreneurial income from the
rest of the world
Taxes on production and imports

125,296

(less) Subsidies

5,042

Net current transfers from the rest of the world
Appropriation of national
disposable income
Consumption of fixed capital
Gross national disposable income

898,071

National disposable income

7,963

-168
898,071

135,876
1,033,947

National income at factor cost

777,985

National income at market prices

898,239
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12.10
From the national disposal income and its appropriation account, some economic
indicators are obtained, such as consumption (or savings) ratio, marginal propensity to
consume (or save), gross domestic investment ratio, gross domestic fixed investment ratio,
labor share, and so on. The account also provides data on the composition of gross national
disposable income, including components such as compensation of employees, operating
surplus, consumption of fixed capital, taxes on production and imports and net current
transfers from abroad.

Ratio of compensation of employees to GNDI =

Chart IV-12-1

Compensation of employees
GNDI

Composition of Gross National Disposable Income in 2008
(unit: %)

12.11
The consumption ratio shows the nation’s level of consumption by means of the
ratio of goods and services used for final consumption expenditure to gross national
disposable income. The savings ratio is simply the opposite of the consumption ratio, as
savings means the part of income not used for consumption.
Final consumption expenditure
× 100
GNDI
Savings ratio (%) = 100 - Consumption ratio

Consumption ratio (%) =
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12.12
The marginal propensity to consume shows how much consumption increases
with a unit increase in income, and it is measured as the change in consumption over the
change in income.
Marginal propensity to consume
Final consumption expendituret - Final consumption expendituret-1
=
GNDIt - GNDIt-1
12.13
The gross domestic investment ratio is the portion of goods purchased within the
national economy that is treated as an increase in assets to gross national disposable
income. These types of goods consist of fixed assets and inventories. The former is termed
as gross fixed capital formation (or fixed investment) and the latter as changes in
inventories (or inventory investment). The total of the two investments is referred to as
gross capital formation (or gross domestic investment). Accordingly, the gross domestic
investment ratio is calculated by dividing gross capital formation by gross national
disposable income.
Gross domestic investment ratio (%) =

Gross capital formation
× 100
GNDI

12.14
Meanwhile, fixed investment can have a significant effect on the level of gross
national income and its growth rate in the long run, as it affects the production capacity of
the national economy. For this reason, the gross domestic fixed investment ratio (the ratio of
gross fixed capital formation to GNDI) is regarded as a key variable for the medium- or
long-term formulation of economic policy.

Gross domestic fixed investment ratio (%) =

Gross fixed capital formation
× 100
GNDI

12.15
Labor share is the ratio of compensation of employees, which is income
distributed to workers in return for their labor, to nominal national income (NI) at factor
cost. The higher the price of labor becomes relative to the price of capital, the bigger the
ratio gets.

Concepts, Sources and Methods
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Labor share (%) =

Compensation of employees
× 100
National income at factor cost

3. Capital Transaction Account
12.16
The capital transaction account records the flows of non-financial assets acquired
(or disposed) and the change in net worth due to capital transfers.
12.17
As illustrated in Table IV-12-3, the left-hand side of the account displays
acquisitions of non-financial assets, including capital accumulation items such as gross
fixed capital formation, changes in inventories and valuables, net acquisitions of nonproduced non-financial assets, and net lending to the rest of the world.
12.18
The resources available for the accumulation of these assets are recorded on the
right-hand side. These consist of net saving, which is the balancing item carried forward
from the national disposable income and its appropriation account, consumption of fixed
capital and net capital transfers from the rest of the world. Consumption of fixed capital is
carried forward from the gross domestic product and expenditure account, meanwhile net
capital transfers comes from the external transaction account.
Table IV-12-3

Capital Transaction Account (2008)
(unit: billion won)

Gross fixed capital formation
Changes in inventories
Acquisitions less disposals of valuables

300,794
18,528
1,047

Acquisitions less disposals of
non-produced non-financial assets

130

Net lending to the rest of the world

-4,245

Statistical discrepancy
Gross accumulation

Net saving

179,499

Consumption of fixed capital

135,876

Net capital transfers from the rest of the world

477

-401
315,853

Finance of gross accumulation

315,853
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4. Financial Account
12.19

The financial account is the account that records transactions of financial assets.

12.20
The left-hand side of the account represents acquisitions of financial assets less
disposals, while the right-hand side records incurrence of liabilities less their repayment.
The balance of the left-hand and right-hand side of the account is recorded as net lending or
borrowing. This item is equal to net lending which is the balancing item of the capital
transaction account. Moreover, since all domestic financial positions are netted on
consolidation in the financial account, the figure coincides with the value of the economy's
financial position with the rest of the world, which appears in the external account.
12.21
In principle, net lending or borrowing in the financial account should be identical
to the net lending or borrowing in the capital account. However in practice, this identity can
be very difficult to achieve because of errors and omissions as a result of different sources
and valuation methods.
Table IV-12-4

Financial Account (2008)
(unit: billion won)

Financial assets

544,834

Financial liabilities

547,926

Net lending(+) / Net borrowing(-)
Financial assets

544,834

Financial liabilities +
Net lending (or borrowing)

-3,092
544,834

5. External Account
12.22
The external account is a consolidated account which covers transactions
between residents and non-residents recorded respectively in the previous four accounts.
This account consists of current transactions and capital transactions accounts. First of all,
as illustrated in Table IV-12-5, the current transactions account shows items such as exports
of goods and services; compensation of employees, property and entrepreneurial income
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receivable; and current rest of the world transfers on the left-hand side. Imports of goods
and services, compensation of employees, property and entrepreneurial income payable,
and current transfers to the rest of the world are displayed on the right-hand side of the
account. The balancing item, the remaining amount of receipts from the rest of the world
after deducting payments to it, is treated as a national surplus (or deficit) on current
transactions and is recorded on the right-hand side of the account.
12.23
Meanwhile, the capital transactions account records net acquisition of foreign
financial assets as a right-hand side payment. The receipts, which are listed on the left-hand
side of the account, consist of national surpluses from current transactions carried over from
the current transaction account, net rest-of-the-world capital transfers, net incurrence of
foreign liabilities, acquisitions less disposal of non-produced non-financial assets (deducted
item), and errors and omissions.

Table IV-12-5

External Account (2008)
<Current Transactions>
(unit: billion won)

Exports of goods and services
Compensation of employees
from the rest of the world

544,111
904

Imports of goods and services
Compensation of employees
to the rest of the world

556,198
1,203

Property and entrepreneurial income
from the rest of the world

25,218

Property and entrepreneurial income
to the rest of the world

17,254

Current transfers from the rest
of the world

15,681

Current transfers to the rest of
the world

15,849

Surplus of the nation on current
transactions

-4,592

Payment to the rest of the world
and surplus of the nation on
current transactions

585,913

Receipts from the rest of the world

585,913
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<Capital Transactions>
(unit: billion won)

Surplus of the nation on current
transactions
Net capital transfers from the
rest of the world
Net incurrence of foreign liabilities
(-)Acquisitions less disposals of
non-produced financial assets
Errors and omissions
Incurrence of liabilities

-4,592

Net acquisition of foreign
financial assets

-131,023

Acquisitions of financial assets

-131,023

477

-128,209
130

1,431
-131,023
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Chapter 13 Sectoral Accounts
1. Production Accounts by Institutional Sectors
13.1
The production accounts can be recorded by institutional sectors. In this manner,
we can analyze the effect that changes in the industrial structure or government economic
policies are having on each economic participant’s productivity or performance.
13.2
The production accounts is composed of output, intermediate consumption and
value added. Output can be broken into market output, non-market output and output for
own final use. Gross value added is defined as the value of output less the value of
intermediate consumption. Net value added is calculated by deducting fixed capital
consumption from gross value added.
13.3
Table IV-13-1 shows the production accounts by institutional sectors in 2008. The
non-financial corporation sector produced 1,943 trillion won, and used 1,415 trillion won as
intermediate consumption. National gross value added in 2008 was 920 trillion won and can
be split sectorally into 528 trillion won from non-financial corporations, 64 trillion won
from financial corporations, 98 trillion won from general government and 230 trillion won
from individuals.
Table IV-13-1

Production Accounts by Institutional Sectors (2008)
(unit: billion won)

Transaction and
Balancing Items

Non-financial Corp.

1)

Uses

Financial Corp. General Government

Individuals

2)

Resources Uses Resources Uses Resources Uses Resources

Total Economy
Uses

Resources

Gross Output3)
- 1,942,504.8
- 116,730.8
- 139,624.1
- 406,254.1
- 2,605,113.8
Market output
- 1,942,504.8
- 116,730.8
- 11,434.9
- 305,367.8
- 2,376,038.4
Output for own final use
- 42,547.2
42,547.2
Other non-market output
- 128,189.1
- 58,339.1
- 186,528.2
Intermediate consumption 1,414,934.3
- 52,378.5
- 41,447.5
- 176,665.5
- 1,685,425.8
Taxes less subsidies on
- 106,763.8 106,763.8
products
Gross value added3)
527,570.5
- 64,352.4
- 98,176.6
- 229,588.5
- 919,688.0
Fixed capital consumption 81,291.9
- 3,883.0
- 21,955.3
- 28,746.2
- 135,876.4
Net value added3)
446,278.6
- 60,469.4
- 76,221.3
- 200,842.3
- 783,811.6
Note: 1) Includes non-financial quasi-corporations
2) Household and NPISHs (Non-profit institutions serving households)
3) Basic Prices

Concepts,
Concepts, Sources
Sources and
and Methods
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2. Income Accounts by Institutional Sectors
13.4
The income accounts by institutional sectors is a compilation that re-records the
National Disposable Income and Its Appropriation Account separated into institutional
sectors. This account shows distributed net value added by institutional sectors that
comprise production activities. It also shows income transfers between these sectors and
detailed uses and resources for their income in the secondary distribution of income
account. Table IV-13-2 shows the income accounts by institutional sectors in 2008. The
institutional sectors consist of rest-of-the-world and domestic sectors including nonfinancial corporations, financial corporations, general government and individuals. The
individuals sector contains households, NPISHs and private unincorporated enterprises.
13.5
The institutional sector-specific income account reveals disposable incomes,
consumption expenditures, savings, net personal saving ratios and other important
information. Personal net disposable income represents disposable income usable at one's
own discretion. Personal adjusted net disposable income is calculated by adding net social
transfers in kind to personal net disposable income. The net personal savings ratio is
calculated by dividing personal net savings by personal adjusted net disposable income with
adjustments for the change in net equity of households in pension funds. This net personal
savings ratio effectively represents each individual sector’s propensity to save.

Net personal saving ratio (%)
Net personal savings
=
× 100
(Personal adjusted net disposable income
+ Adjustment for the change in net equity of households in pension funds)

T

–„„˛ Ł`⁄(¿ )-4

-238~275… `⁄

2011.2.17 11:20 AM

˘

` 263

ntech4 C9600 2400DPI 175LPI

Chapter 13 Sectoral Accounts 263

Table IV-13-2

Income Accounts by Institutional Sectors (2008)
(unit: billion won)

Transaction and Balancing
Items

Non-financial
Corp.1)

Financial Corp.

General
Government

Total Economy

Individuals2)

Uses Resources Uses Resources Uses Resources Uses Resources Uses Resources
Allocation of primary income account

Compensation of employees
Operation surplus
Taxes on production and imports
Subsidies
Property income
Interest
Distributed income of corporations
Dividends
Withdrawals from income of quasicorporations
Rent
Balance of primary income, net / NNI
Balance of primary income, gross / GNI

- 153,124
- 34,146
95,306 40,438 166,816 166,896
36,828 31,097 163,149 163,928
55,642
8,986
3,576
2,968
26,407
8,986
3,576
2,968
29,235
2,836
355
91
98,256 98,256
179,548 179,548

34,226
38,109

- 474,654
- 108,098
44,289 91,791
43,582 44,351
- 44,369
- 15,134
- 29,235
707
3,070

903
25,218
17,995
7,223
7,223
-

1,203
17,254
8,668
8,586
8,586
-

34,226 135,503 135,503 630,253 630,253
38,109 157,459 157,459 659,000 659,000

-

-

- 125,296
-5,042
- 29,213
13,964 27,463
1,531
13,954
1,531
219
10

Secondary Distribution of Income Account
Current taxes on income, wealth, etc.
Social contributions
Actual social contributions
Imputed social contributions
Social benefits
Social security benefits in cash
Private social insurance benefits
Unfunded employee social benefits
Social assistance benefits
Other current transfers
Net non-life insurance premiums
Non-life insurance claims
Current transfers n.e.c
Residents
The rest of the world
Disposable income, net / NDI
Disposable income, gross / GDI

30,013
22,249
22,249
20,133
5,601
14,533
13,778
755

22,249
22,249
12,826
5,743
7,082
7,082
-

13,684
15,846
13,201
2,645
12,294
178
10,260
1,856
1,856
-

16,418
13,773
2,645
19,339
10,260
199
8,880
8,880
-

35,132
12,351
1,470
21,311
40,850
11
40,839
39,263
1,576

90,863 47,166
62,631 101,297
61,160 74,933
1,470 26,364
18,091 49,683
4,504
7
18,084 45,179
17,751 31,767
333 13,412

73,227
12,351
13,201
26,364
21,311
72,537
4,344
68,193
52,951
15,242

15,681
36
70
15,575
15,575

15,849
70
36
15,743
15,743

60,935 60,935
142,227 142,227

28,159
32,042

28,159 231,106 231,106 577,870 577,870
32,042 253,061 253,061 606,616 606,616

-

-

81,960

-

-

28,159 164,040 164,040 644,936 644,936
32,042 185,995 185,995 673,683 673,683

-

-

572

-

-

-

-

-

Redistribution of Income in Kind Account
Social transfers in kind
Adjusted disposable income, net
Adjusted disposable income, gross
Final consumption expenditure
Actual final consumption
Adjustment for the change in net
equity of households in pension funds
Net saving
Gross saving

-

-

-

60,935 60,935
142,227 142,227

28,159
32,042

60,935
142,227

-

67,066

-

14,893

Use of Income Account
- 156,944
- 89,878
572
-

- 561,627
- 628,694
-

-

-

27,587
31,470

-

74,162
96,117

16,815
45,561

Note: 1) Includes non-financial quasi-corporations
2) Households and non-profit institutions serving households
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3. Capital Accounts by Institutional Sectors
13.6
The Capital accounts by institutional sectors is made by dividing the capital
transaction account of the consolidated account into institutional sectors. It also shows the
accumulation form of capital by institutional sector and inner-raised accumulation form of
capital. Table IV-13-3 shows the accumulation of non-financial assets and the form of the
self-raising capital.
13.7
Initially, three relevant components are recorded in the capital-raising section
(changes in liabilities and net worth): net savings that are settled to balance in the income
accounts by institutional sectors, the current external balance of the foreign transaction
account (current account surplus), and net capital transfers. But foreign transactions, such as
current external balance (current account surplus) and net-capital transfers, are recorded
reversely since they are viewed from the position of a foreign country. Conversely, the
domestic institutional sector’s net-capital transfers are recorded after separate calculations.
Five components are recorded in the capital accumulation part (changes in assets): gross
fixed capital formation, consumption of fixed capital, changes in inventories, acquisitions
less disposal of valuables, and acquisition less disposal of non-produced non-financial
assets.
13.8
Among the recorded items discussed above, on the gross fixed capital formation,
(-) consumption of fixed capital, changes in inventories and acquisitions less disposal of
valuables, the total value of the gross domestic product and expenditure accounts are
distributed by the relevant institutional sectors. On the acquisitions less disposal of nonfinancial assets of foreign trade, the figures of the foreign trade account are recorded and on
those of domestic trade, it is separately investigated and recorded. Also net lending (total
capital raising less total capital accumulation) is recorded on the changes in assets.
13.9
The domestic net lending must be adjusted (off set) with foreign-sector trade, but
statistical discrepancies occur due to the differences in estimation methods and data
between saving and investment.
13.10

Table IV-3-3 shows the capital accounts by institutional sectors (2008). The
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individuals, financial corporations and general government sectors are fund-surplus sectors
where saving (changes in liabilities and net worth) exceed investment (changes in assets).
But the non-financial corporations sector is a fund-shortage sector where investment
exceeds saving. In the rest-of-the-world sector, saving exceeds investment; this means that
the domestic funds shortage is alleviated by funds from abroad due to the current account
deficit in 2008.
Table IV-13-3

Capital Accounts by Institutional Sectors (2008)
(unit: billion won)

Non-financial
Corporations1)

Financial
Corporations

Changes
Changes
in
Changes
in
liabilities
in
assets and net assets
worth
Net Savings
Current external balance
Net capital transfers

General
Government

Rest of the
World

Individuals2)

Changes
Changes
in
in
Changes
Changes
liabilities
in
liabilities
in
and net assets and net assets
worth
worth

Changes
Changes
in
in
Changes
liabilities
liabilities
in
and net assets and net
worth
worth

-

60,935
3,468

-

27,588
309

-

74,162
-6,614

-

16,815
3,315

-

4,592
-477

194,800
81,292
16,497

-

8,761
3,883
-

-

51,682
21,955
51

-

45,551
28,746
1,981

-

-

-

-

-

-

-

-

-

1,047

-

-

-

45,756

-

2,373

-

7,361

-

55,360

-

-130

-

-111,358
- 20,645
Net lending
Changes in net worth due to saving
64,403 64,403 27,896 27,896
and capital transfers
Note: 1) Includes non-financial quasi-corporations
2) Households and non-profit institutions serving households

30,410

-

55,656

-

4,245

-

67,548

67,548

20,129

20,129

4,115

4,115

Gross fixed capital formation
(less)Consumption of fixed capital
Changes in inventories
Acquisitions less
disposal of valuables
Acquisitions less disposal of
non-produced non-financial assets

4. Financial Accounts by Institutional Sectors
13.11
The financial accounts by institutional sectors shows the financial transactions of
institutional sectors. On this account, the operations of the funds through acquisition of
financial assets and the raising of funds through the issuance of various financial liabilities
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are recorded. And the funds excess and deficiency that changes in financial assets less
changes in financial liabilities is recorded in the liabilities.
13.12
Theoretically, the excess and deficiency of funds in the financial accounts by
institutional sectors and net lending of capital accounts by institutional sectors should
balance out, but statistical discrepancies occur due to different estimation methods and
different basic data. The net lending and the excess and deficiency of funds are the parts
that relate financial transaction to spot transactions and they are very important concept to
show the supply and demand patterns for funds between institutions. In general, the
individuals sector is a fund-surplus agent in which saving exceeds investment and the nonfinancial corporations sector is a fund-shortage agent in which investment exceeds saving.
If the national economy is only consisted of individuals and non-financial corporations, the
non-financial corporations would raise funds for investment by increasing financial
liabilities and then the individuals would supply funds to corporations by increasing
financial assets. The capital and financial accounts by institutional sectors shows the
investment and fund-raising scale of these sectors apparently.
13.13
Table IV-13-4 shows the individuals sector supplied approximately 126 trillion
won in funds to financial and non-financial corporations in 2008 by purchasing deposits,
insurance, pensions and etc.
13.14
The financial accounts by institutional sectors is very useful when investigating
outside fund-raising patterns by institutions, especially non-financial corporations. They
have three methods to raise outside funds: indirect financing, borrowing funds from banks
and other financial companies; direct financing, raising funds directly by issuing bonds or
stocks in the financial market; and foreign financing; borrowing from abroad through
foreign loans. Non-financial corporations raised 117 trillion won from indirect financing, 66
trillion won from direct financing such as issuing bonds or stocks and 8 trillion won from
foreign financing.
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Table IV-13-4

Financial Accounts by Institutional Sectors (2008)
(unit: billion won)

Non-financial
Corporations1)

Financial Corp.
Corporations

General
Government

Individuals2)

Rest of
the World

Uses Sources Uses Sources Uses Sources Uses Sources Uses Sources
Total
Gold & SDRs
Currency & deposits
Insurance & pension reserves
Bonds
Loans
Government loans
Shares & other equities
Financial derivatives
Trade credits
Foreign exchange holdings
Foreign direct investment
Call loans and call money
Other foreign claims and debts
Miscellaneous
Funds excess & deficiency

129,388

240,335

38,354

19
48,481
- 90,964 207,735
32,011
2,841 41,456 52,773
80,803
- 117,440 206,868
28,686
2,129
4,779
10,831 28,093 35,913
9,097
17,365 19,639
- -69,531
19,315
928
482
3,216
-253 -6,150 -30,192
2,154
3,657 -60,267 -104,754
28,401 24,603
-25
8,955
- -108,304
10,712

237,692 251,047

-7,220
20,206
6,768
16,386
3
288
1,925
-

7,348 126,046
14,168
-739
-929
-5,151
31,006

56,871
32,011
26,920
9,299
764
181
-

62,552 -127,908 -131,001
-2
- 18,638
3,317
57,129
-141
- -35,239
3,490
5,663
4,143
- -22,403
- -102,026
2,075
63,494
-

17
-30,370
4,353
-100
-69,531
20,564
1,892
-57,825
3,092

Note: 1) Includes non-financial quasi-corporations
2) Households and non-profit institutions serving households
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Chapter 14 Supporting Tables
1. GDP and GNI by Kind of Economic Activity
14.1
The table which shows GDP and GNI by kind of economic activity contains a
detailed listing of value added for 16 economic activities at basic prices. It also contains
taxes less subsidies on products, GDP (at market prices), trading gains and losses from
changes in the terms of trade, GNI, and net factor income from the rest of the world. Data
on growth rates by kind of economic activity, deflators and contributions to GDP growth
are additional benefits.
14.2
The table’s values are given in current prices and chained 2005 year prices, and
both the seasonally adjusted and seasonally non-adjusted series are provided.

2. Expenditure on Gross Domestic Product
14.3
This table shows GDP by type of final disposal: final consumption expenditures,
gross capital formation, and export & import of goods and services. It includes data on the
growth rate, deflators and contributions to GDP growth by type of expenditure. It is
available at both current prices and chained 2005 year prices, and both the seasonally
adjusted and seasonally non-adjusted series are provided.

3. Gross Value Added and Factor Income by Kind of Economic Activity
14.4
This table shows output, intermediate consumption, value added and its
components by economic activity. Using this table, the value-added ratio and ratio of
compensation of employees can be calculated. The value-added ratio is defined as the ratio
of value added over gross output. And the ratio of compensation of employees is calculated
by dividing compensation of employees by total factor income (compensation of employees
+ operating surplus).
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4. National Income and National Disposable Income
14.5
This table consolidates gross national disposable income and its disposal account.
It represents the relationship between national income at factor cost or market prices and
gross national disposable income. National income at factor cost is defined as the sum of
compensation of employees and operation surplus such as property income and
entrepreneurial income. And the national income at market prices is calculated by adding
taxes on production and imports (less subsidies) to national income at factor cost.

5. Gross Capital Formation by Type of Capital Goods
14.6
This table shows classified construction and facilities investment by type of
capital goods. Construction is composed of residential buildings, non-residential buildings
and other construction. Facilities investment can be divided into transport equipment, and
machinery and equipment.

6. Gross Capital Formation by Kind of Economic Activity
14.7
This table shows classified construction and facilities investment by 16 kinds of
economic activities. Values both at current prices and at chained reference year prices are
provided.

7. Gross Capital Formation by Sector
14.8
Gross capital formation is composed of construction, facilities investment,
intangible fixed assets investment and changes in inventories. Gross capital formation by
sector is a table which records the above components sectorally by private sector and
general government. Its data are available both at current prices and chained reference year
prices.

8. Facilities Investment by Kind of Economic Activity
14.9

This table shows facility investments classified by 27 economic activities.
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9. Final Consumption Expenditure of Households by Purpose
14.10
This table records final consumption expenditure of households classified by
purpose. It is composed of 12 items which are classified by expenditure purpose. This table
can be useful not only to analyze consumer’s consumption patterns but also to assess
national welfare.

10. Final Consumption Expenditure of Households by Type
14.11
This table details final household consumption expenditures recorded by type.
Final consumption expenditures can be divided into expenditures on goods and on services.
In addition, goods are divided into durable goods, semi-durable goods and non-durable
goods according to durability. The table aids analysis of cyclical consumer demand
fluctuations.

11. Final Consumption Expenditure of Non-profit Institutions Serving
Households by Purpose
14.12
This table shows NPISHs' activities by function: health, recreation and culture,
education, social protection, and others.

12. Final Consumption Expenditure of Non-profit Institutions Serving
Households According to Cost-composition and Purpose
14.13
This table shows inputted cost and disposal of services in the NPISHs sector.
Services produced by NPISHs are mostly disposed of as final consumption expenditures
connected to own use or sales to other institutional sectors.

13. General Government Final Consumption Expenditure by Function
14.14
This table is a re-recording of general government final consumption expenditure
by sector and by function. By sector, general government is divided into central
government, local government and social security funds. By function, the activities of
general government are composed of general public services, defense, public order and
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security, economic affairs, environment protection, etc. The table can be used to project the
scale of future government expenditures or to make comparisons of expenditure structures
between other countries.

14. General Government Total Expenditure by Function
14.15
This table shows current and capital expenditure of general government by sector
and function, as well as government transfers to other institutional sectors.

15. Income Transactions of the Sub-sectors of General Government
14.16
This table is a detailed government sector’s income account, divided into three
sub sectors: central government, local government and social security funds. This table
provides information about income transactions within general government sub-sectors.

16. Capital Transactions of General Government Sub-sectors
14.17
This table is a detailed form of the government sector’s capital account. As with
the other tables, general government is divided into central government, local government
and social security funds.

17. External Transactions
14.18
This table is composed of current accounts and capital and financial accounts and
forms a detailed compilation of external transactions in consolidated accounts.
14.19
From this table, the ratio of exports and imports to GNI, which represents an
economy's degree of dependency on external trade, can be derived as follows:

Total exports and imports*
Current GNI
* exports and imports of goods and services + factor income received and paid
Ratio of exports and imports to GNI (%) =
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18. Gross Saving and Gross Investment
14.20
This table shows gross saving and gross investment by institutional sector. Gross
saving is calculated by deducting final consumption expenditure from gross national
disposable income. Gross investment is divided into domestic gross capital formation and
foreign investment. And foreign investment is equal to the national surplus in current
transactions.
14.21
The gross saving and gross investment ratios are calculated by dividing gross
saving and gross investment by gross national disposable income, respectively. The gross
saving ratio by institutional sector is the ratio of each institutional gross saving to gross
national disposable income. Rather than representing institutional propensity for saving, it
shows each institutional sector’s share of the national gross saving ratio.

Gross saving ratio (%) =

Gross saving
× 100
GNDI
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Chapter 15 Seasonal Adjustment
1. Introduction
15.1
A series of economic reports by month or quarter often show cyclical patterns
over the course of a year because of changes in weather, national holidays, social habits,
etc. These periodic movements are called seasonal variations. For example, GDP figures are
generally low every 1st quarter and relatively high every 4th quarter, as Chart V-15-1
indicates.
15.2
If raw data were used or analyzed without taking seasonality into account,
inaccurate comparisons of different periods within the same year could result. Therefore,
typical seasonal fluctuations should be estimated and removed from the original series for a
more accurate understanding of short-term GDP movements.
Chart V-15-1

Original and Seasonally Adjusted GDP Figures
(Chain Volume Measure)

15.3
In general, sub-annual economic time series contain four separate components:
trend, cyclical, seasonal and irregular. The original series are formulated by the addition or
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multiplication of these components. A trend shows an underlying long-term movement over
time usually due to the lasting impact of technological changes or consumer preferences.
Cyclical variations are medium-term (normally, over one year) changes caused by
circumstances which repeat in cycles, such as successive business expansions and economic
recessions.
15.4
Seasonal variations are short-term movements (usually with a one-year cycle)
caused by the climate and various social customs. The seasonal component also includes
calendar effects which influence economic activity because of the composition of trading
days or moving holidays (such as the lunar New Year’s Day and Chuseok, Korea’s
Thanksgiving). Irregular variations are random disturbances due to strikes, natural disasters
and other unpredictable events.
15.5
Seasonal adjustment (SA) refers to the statistical process that breaks the original
time series down into trend, cyclical, seasonal, and irregular components. Through this
process, the seasonal component is removed from the original series. Accordingly,
seasonally adjusted figures can reveal certain non-seasonal features more clearly.

Chart V-15-2

Seasonal Adjustment Process

<Original Series>

<Seasonally Adjusted Series>

Trend
Trend
Cyclical

Seasonal Adjustment
Cyclical

Seasonal
Irregular
Irregular
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2. Seasonal Adjustment Methods
15.6
The simplest method to remove seasonality from the original series is to study
year-on-year changes (or growth rates). Other alternatives include taking a moving average
of the seasonal-irregular ratios for each quarter or applying a regression model with
seasonal dummy variables. All of these methods assume that seasonality does not change
over time. This fixed seasonality approach has been criticized for neglecting economic
structural changes which could have an impact on seasonality.
15.7
For this reason, seasonal adjustment techniques to estimate moving seasonality
have been developed. There are two main approaches: the moving-average method and
model-based method. The key premise of the moving-average method is that seasonality
can be removed by applying a one-year moving average to the original series. Due to
advances in computer technology, more elaborated techniques have become feasible, such
as the widely used X-11 variants, especially X-12-ARIMA developed by the U.S. Bureau of
the Census.
15.8
The X-12-ARIMA process consists of three main steps: prior adjustment,
seasonal adjustment by moving averages (X-11 method), and diagnostics. First, prior
adjustment is performed by applying regARIMA (regression model with ARIMA errors) to
the original series. The treatment of outliers and adjustment of calendar effects are carried
out in this step. Next, by applying moving averages to the data adjusted in the previous step,
seasonal variations are removed. In the final step, the quality of seasonal adjustment is
assessed. Spectrums, sliding spans and revision history are the tools for such diagnostics.
15.9
In contrast, the model-based method assumes that the trend, cyclical, seasonal,
and irregular components follow stochastic processes (like ARIMA). Each component is
estimated using signal extraction techniques. TRAMO/SEATS developed by the Bank of
Spain is the best known model-based seasonal adjustment program.

3. Seasonal Adjustment of GDP in Korea
15.10

Korean economic activity is affected by the two main lunar calendar holidays the
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lunar New Year’s Day (falling in January or February) and Chuseok (September or
October). Retail sales increase rapidly before each holiday as households prepare for the
festivities and exchange gifts, but production slips in months containing the three-day
holidays because of the reduction in working days. Therefore, Korea’s moving holidays and
their corresponding trading-day effect need to be properly taken into account.
15.11
The Bank of Korea developed an X-12-ARIMA variant package (BOK-X-12ARIMA) to implement cultural-specific regressors for the nation’s holidays.

4. Publication of Seasonally Adjusted Figures
15.12
Since different seasonal adjustment options (detection of outliers, treatment of
calendar effects, and ARIMA models) produce different results, the seasonal adjustment
process should be well defined. The Bank of Korea annually publishes its measures for
stability and quality for seasonally adjusted statistics and revision of seasonal factors in the
periodical Quarterly National Accounts (only available in Korean). Also, seasonal
adjustment methods are regularly taken up by a specially convened committee.
15.13
From September 1999, seasonally adjusted GDP figures have been released to the
public. For most GDP series, appropriate regARIMA models are set once a year and the
projected seasonal factors are produced for the current year. Consequently, there is no
revision of seasonally adjusted figures during the course of a single year. Only at the time of
revising seasonal factors can the figures for the previous five years be revised. However, at
the benchmark year which is set every five years, the whole series is revised.

5. Recommendation for Using Seasonally Adjusted Figures
15.14
Seasonally adjusted figures still contain irregular variations. For this reason,
quarter-on-quarter growth rates can show severe fluctuations. Therefore, it is dangerous to
gauge economic trends using a single quarterly growth rate or annualized growth rate. In
order to find the fundamental flow of GDP, it is better to use the rate of change based on
moving averages taken over 2 or 3 quarters or a trend cycle component. However, trendcycle values at the end of a series can be susceptible to needed revision much more than
those at the center of the series.
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Chapter 16 Chain-Linking Method
1. Introduction
16.1
Given the rapid advances in information and communications technology, the
prices of ICT-related goods can drop sharply and the industry’s structure dramatically
changes. In this situation, a fixed-weighted method can distort real GDP statistics over time.
Conversely, a chained-weighted method which adopts the previous year’s price weight
every year can much more readily reflect technological, industrial or economic changes.
Consequently, international guidelines related to national accounts, such as the 1993 SNA
or Eurostat (ESA 1995), recommend the chained-weighted method for compiling real GDP.
For this reason, the KSNA adopted this method when the 10th rebasing of the Korean
National Income Statistics took place with 2005 selected as the new reference year.

2. Basic Comprehension of Indices
A. Concept of Index
16.2
An index is an indicator which measures comparative inter-temporal or interspatial changes of a quantities or numbers. Two methods can measure changes between
temporal points: One compares two temporal points directly, and the other compares two
points by studying intermediate temporal points cumulatively. Because an index represents
a relative scale, it needs a comparison point, which is called a reference base.
B. Type of Index
16.3
Indices are used in a variety of fields, especially in economics in the form of a
price index or a quantity index. There are many kinds of price and quantity indices
depending on the method of applying weights and calculating the mean. The variability of
weights determines if an index is “fixed” or “chained.”
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C. GDP Volume Index
16.4
Among the large variety of quantity indices, the fixed Laspeyres quantity index
and chained Laspeyres quantity index are commonly used to measure real GDP.
16.5
The fixed Laspeyres quantity index is defined as a weighted arithmetic mean that
relies on set base-year prices that do not change despite the passage of time.

■Fixed Laspeyres quantity index:

where,

16.6
The chained Laspeyres quantity index applies the quantitative year-on-year
changes cumulatively from reference year to current year. First, the link factor is calculated
by dividing GDP in the previous year prices by last year's nominal GDP. Then, a chain
index is calculated to multiply the link factors cumulatively from reference year to current
year.

■Laspeyres link factor index:

where,

■Chained Laspeyres quantity index:
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3. Real GDP Measurement Methods
16.7
Real GDP can be calculated by two methods: fixed- or chained-weighted. In
accordance with the 1993 SNA, the year-on-year chain-linking method has been adopted to
better reflect economic reality and to make international comparisons easier. For this
reason, Korea also adopted the annual chain-linking method to measure real GDP.
A. Fixed-weighted Method
16.8
The real GDP calculated by a fixed-weighted method is defined as the sum of
current-year quantities multiplied by base-year prices, or stated as a formula:
■Fixed Laspeyres quantity index
(where,

)

■Real GDPt :

■Growth rate of real GDPt(%)

B. Chained-weighted Method
16.9
Link factors representing a change in quantity compared to the previous year are
calculated first, and chain indices are compiled by multiplying these link factors
cumulatively. Finally, real GDP at chained prices is derived by multiplying GDP at the
reference year by the chain index for the year. This process can be expressed by using the
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chain index below:
■Laspeyres link factor

(where,

)

■Laspeyres chain index:

■Real GDPt :

or

■Growth rate of real GDPt(%)

16.10
As shown in the formulas above, the most outstanding characteristics of a
chained-weighted method is that the growth rate of real GDP is calculated on the basis of
the previous year's weight and prices, which are very relevant to the current year. Another
noticeable feature is that the change in weights, which is closely related to changes in
relative prices and technical structures, is reflected in real GDP estimates.
16.11
Table V-16-1 shows the simplified formulas for the fixed- and chained-weighted
methods.
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Table V-16-1

Comparison of Real GDP Compilation Formulae

Fixed-weighted Method

Chained-weighted Method

Quantity
Index
(Laspeyres)

Weights

Real
GDP
(amount)

at chained prices
at chained prices
Growth
Rates
(%)
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4. Advantages and Disadvantages of Chained-weighted Method
A. Advantages
16.12
The most desirable advantage of a chained-weighted method compared to a
fixed-weighted method is that it better reflects economic reality.
16.13
Since a fixed-weighted method applies the same price weights from the base year
to all the comparative years, real GDP can be distorted and slow to reflect recent economic
changes. In a fixed-weighted method, substitution bias which is defined as over or under
estimation of a growth rate by failing to adopt the relative price changes becomes a big
problem.
16.14
In comparison, since the change in weights is reflected every year, a chainedweighted method can mitigate substitution bias. Moreover, it can solve the problem of
potentially rewriting history. When applying a fixed-weighted method, all the growth rates
of the time series are subject to change according to the changing base year. But there is no
need to change the growth rate of the time series with a chained-weighted method as this
method changes the base year every year.
B. Disadvantages
16.15
The biggest disadvantage of a chained-weighted method is that the aggregate
value at chained prices is not identical to the sum of its components because of its nonadditive characteristics. However, according to the 1993 SNA, additivity is satisfied in only
special cases such as with a fixed Laspeyres index, and the non-additivity of a chainedweighted method is merely a mathematical anomaly that does not significantly detract from
its advantages.
16.16
In addition, a chained-weighted method needs more price information than a
fixed-weighted method and requires more detailed calculations.
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5. Recommendation for Using Real GDP Figures
16.17
Due to the non-additivity, using real GDP statistics can pose some problems. First
of all, when an ordinary contribution formula is used, the sum of the subsectors’
contributions to GDP growth may not equal the GDP growth rate. And the sum of the
sub-sector’s real value may not equal aggregate real value. These problems come from the
characteristics of non-additivity in the chained-weighted method.
16.18
To solve these problems, the Bank of Korea regularly posts a revised contribution
formula which satisfies the additivity on ECOS (the Bank of Korea's online economic
statistics system). Also, the Bank of Korea provides addition and deduction programs for
chained real GDP on ECOS.
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Chapter 17 Benchmarking Method
1. Introduction
17.1
Annual estimates of GDP are fundamentally different from quarterly estimates in
regard to data sources and compilation methodologies. When compiling the quarterly
preliminary estimates, reliable data are seldom available. For the timeliness of GDP,
monthly, quarterly indicators or sampling survey results are used. Conversely, there are
Input-Output tables, sector census results and much more reliable information for annual
estimates (especially annual final estimates). Therefore, inconsistency between quarterly
and annual estimates is common.
17.2
Benchmarking is the statistical adjustment process which combines quarterly data
with annual data in a consistent time series. Through benchmarking, short-term movements
of quarterly estimates are preserved, while the annual benchmarks are used for long-term
movements. To maintain the temporal consistency of GDP, benchmarking should be an
essential part of the compilation process.

2. Benchmarking Methods
17.3
Benchmarking techniques can be categorized into two main approaches:
numerical and statistical modeling. The main advantage of the numerical approach is that
there is no need to set statistical model for quarterly national accounts. The numerical
approach includes the family-of-Denton, Bassie, and other methods. As for the statistical
modeling approach, there are the Chow-Lin, the generalized-least-squares (GLS) regression
model, and other methods. (Refer to the Quarterly National Accounts (QNA) manual of
IMF or Eurostat for detailed explanation of the different techniques.) Among the various
benchmarking methods, the proportional-Denton method is the most widely used. Its main
advantages are summarized below:
1) It is easier to understand and implement since it uses a quadratic-minimization method.
2) It effectively preserves the quarter-to-quarter changes (short-term movement) of the
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original estimates.
3) Unlike the additive Denton, it adjusts the original values in proportion to the level of
each observation.
17.4
Benchmarking deals with two problems: distribution (quarterization) and
extrapolation. Distribution refers to the process which aligns historical quarterly data to
annual benchmarks. On the other hand, extrapolation is the adjustment process for the most
recent period when the annual value is not yet available. For desirable extrapolation, it is
important to forecast correctly future annual data or an annual benchmark to indicator ratio.
17.5
The Bank of Korea adopted the proportional-Denton method primarily to
maintain temporal consistency between preliminary estimates of GDP and final annual
estimates. A trial calculation is now underway.

3. Step Problem
17.6
The simple way to remove discrepancies between quarterly and annual estimates
is to distribute the annual total according to the proportions of quarterly values within a
year. This is called prorating and can be formulated as follows.

is the benchmarked value for quarter q of year β;
is the value of the indicator or original quarterly estimates;
is the annual benchmark for year β.
The annual BI ratio is contained here in the second line of the previous formula,
where
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17.7
Since the discrepancies vary between years, prorating could cause a break
between years (i.e. between the 4th quarter of one year and the 1st quarter of the next year).
As shown in Table V-17-1, the step problem can be found in every 1st quarter. This occurs
since the annual BI ratios are different between years.
Table V-17-1

Prorating and Step Problem
Original Series

Quarter
Value
2007.1
2
3
4

5,324
4,591
4,654
4,457

Total

19,026

2008.1
2
3
4

5,764
4,770
4,944
4,519

Total

19,997

2009.1
2
3
4

6,232
4,958
5,372
4,580

Total

21,142

Annual

Annual

quarterly

Bench

BI

growth rates (%)

-mark

ratio

Distributed Data
Value

quarterly
growth rates (%)

5,324
4,591
4,654
4,457
19,026

1.000

19,026
5,822
4,818
4,994
4,565

29.3
-17.3
3.6
-8.6
20,199

1.010

20,199
6,170
4,908
5,318
4,534

37.9
-20.5
8.4
-14.8
20,930

0.990

30.6
-17.3
3.7
-8.6

35.2
-20.5
8.4
-14.8

20,930
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4. Proportional-Denton Method
17.8
The proportional-Denton method prevents the step problem by minimizing
differences between neighboring quarterly BI ratios as follows.

where

is the benchmarked quarterly value;
is the value of the indicator or original quarterly estimates;
is the annual benchmark for year y;
is the last year with annual benchmarks.

17.9
Regarding distribution and extrapolation, the proportion Denton method has the
following features.
Distribution: The average of quarterly BI ratios within a year equals the annual BI ratio.
The quarterly BI ratios are smooth in order to relieve the step problem.
Extrapolation: For those quarters that the annual benchmark is not available (
),
the values are adjusted using the BI ratio for the last quarter of the last benchmark year.
That is,
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17.10
The second line of the formula above shows that extrapolation in the
proportional-Denton method uses growth rates from the last quarter of the last benchmark
year.
17.11
As in Table V-17-2, the proportional-Denton method reduces the size of breaks
between years when compared to the prorating result in Table V-17-1. Instead, the quarterly
values for year 2007 are adjusted even when the annual BI ratio is equal to 1. This is needed
for quarterly BI ratios to be as smooth as possible. When the annual benchmark for the
previous year is still unavailable, the ratio for the last quarter of the last benchmark year is
used for the BI ratio. For example, the BI ratio from Q4 2008 (1.013) was used as the BI
ratio for 2009. If the annual BI ratio for 2009 is found to deviate widely from 1.013,
substantial revisions of the extrapolation results will be made.
Table V-17-2

Benchmarking by the Proportion Denton Method
Original Series

Quarter

2007.1
2
3
4
Total

2
3
4
Total

2
3
4
Total

BI

Value

quarterly

(A)

growth rates (%)

-mark

ratio

5,324
4,591
4,654
4,457

5,764
4,770
4,944
4,519

6,232
4,958
5,372

Distributed Data
Value(B)

19,026

10.000

29.3
-17.3
3.6
-8.6

BI ratios

growth rates (%)

(=B/A)

1.010

37.9
-20.5
8.4

29.8
-17.0
3.8
-8.5

1.007
1.010
1.012
1.013

38.0
-20.5
8.4

1.013
1.013
1.013

20,199
6,313
5,022
5,442

?

0.998
0.999
1.000
1.003

19,026
5,804
4,817
5,002
4,576

20,199

quarterly

quarterly

5,315
4,585
4,655
4,471

19,997

2009.1

Annual

Bench

19,026

2008.1

Annual

?

Concepts, Sources and Methods

–„„˛ Ł`⁄(¿ )-5

-276~312

2011.2.16 9:55 PM

˘

` 302

ntech4 C9600 2400DPI 175LPI

T

302 Korean System of National Accounts

17.12
It may be possible to reduce the size of the probable revision by forecasting the
next annual BI ratio. In order to do this, it is important to find a systematic pattern among
annual BI ratios from the past movements. By including the forecast values of the next
annual BI ratio, the proportional-Denton method can be enhanced as follows:

where

is the quarterly BI ratio;
is the observed annual BI ratio for the back series;
the forecast of annual BI ratio for the forward series;

17.13
Properly forecasting the annual BI ratio correctly is a difficult process, given the
complexity of finding the systematic movement of BI ratios. Given this situation, it is
preferable to avoid incorporating the forecast information into the benchmarking process.
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Appendices
1. Classifications
1.1 Sector Classifications
The 1993 SNA classifies resident institutional unit by one of five institutional
sectors, according to its principal function, behavior and purpose. An institutional unit is
defined as an economic entity that is capable, in its own right, of owning assets, incurring
liabilities and engaging in economic activities and in transactions with other entities. The
institutional sector is composed of non-financial corporations, financial corporations,
general government, households and non-profit institutions serving households. Such
classification by institutional sector makes it possible to analyze the effect of economic
policy has had on each sector: non-financial corporations, financial corporations, general
government, households, non-profit institutions serving households, the rest of the world
A. Total Economy
(1) Non-financial corporations sector
The non-financial corporations sector consists of corporations and quasicorporations which produce goods and non-financial services.
A quasi-corporation is defined as an unincorporated enterprise which has a
complete accounting system like an incorporated enterprise.
(2) Financial corporations sector
The financial corporations sector is composed of corporations and quasicorporations whose principal activity is to provide financial intermediation or financial
auxiliary services.
(3) General government sector
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The general government is an institutional unit that mainly produces non-market
goods and services for individual or collective consumption. The government provides
goods and services at prices below what is considered economically significant and supplies
collective services such as defense, public administration and public health services free of
charge.
(4) Households sector
A household is defined as a group of persons who share the same living
accommodations; who pool some, or all, of their income and wealth; and who consume
certain types of goods and services collectively, primarily housing and food. The main
function of a household is to supply labor and to make final consumption expenditures, and
it may also function as a non-corporation enterprise producing goods and services.
(5) Non-profit institutions serving households (NPISHs)
The non-profit institutions serving households sector comprises institutional units
which provide goods and services free of charge or at prices below those considered
economically significant and which fund their principal resources through the spontaneous
charity of households.
B. The Rest of the World
The ROW sector is composed of resident units and all non-resident institutional
units engaged in economic relations.

1.2 Functional Classifications
The 1993 SNA proposes functional classification as a means to separate
transactions by producers and institutional sectors. The classification’s four items appear
below. The official Korean SNA has adopted all of them except the classification of outlays
of producers by purpose (COPP).
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A. Classification of Individual Consumption by Purpose (COICOP)
■Food and non-alcoholic beverages
■Alcoholic beverages and tobacco
■Clothing and footwear
■Housing, water, electricity, gas and other fuels
■Furnishings, household equipment and routine maintenance of the house
■Health
■Transport
■Communications
■Recreation and culture
■Education
■Restaurants and hotels
■Miscellaneous goods and services
B. Classification of the Functions of Government (COFOG)
■General public services
■Defense
■Public order and safety
■Economic affairs
■Environmental protection
■Housing and community amenities
■Health
■Recreation, culture and religion
■Education
■Social protection
C. Classification of the Purposes of Non-profit Institutions Serving Households
(COPNI)
■Health
■Recreation and culture
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■Education
■Social protection
■Others

1.3 Industry and Product Classification
The Korean System of National Accounts (KSNA) classifies industries and
products based on the Korean Standard Industrial Classification (KSIC) and Input-Output
Tables. The 16 relevant economic activities used to define separate parts in the national
account are listed below:
■Agriculture, forestry and fishing
■Mining
■Manufacturing
■Electricity, gas and water supply
■Construction
■Wholesale and retail trade, restaurants and hotels
■Transportation and storage
■Finance and insurance
■Real estate activities, renting and leasing
■Information and communication
■Public administration, defense & other government services
■Business services
■Education
■Health & social work
■Culture & entertainment
■Other services
1.4 Asset Classifications
An asset is a store of value representing a benefit or series of benefits accruing to
the economic owner by holding or using the entity over a period of time. Assets are
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classified as non-financial assets and financial assets.
A. Non-financial assets
Non-financial assets are further subdivided into those that are produced and those
that are non-produced.
(1) non-financial produced assets are defined as those assets which are the result
of a production process. In addition, these assets are composed of fixed assets, inventories
and valuables.
(2) non-financial non-produced assets are defined as those assets which are
produced by nature. The assets are divided into tangible non-produced assets such as
natural resources and intangible non-produced assets such as licenses or leases by type of
existence.
B. Financial assets.
Financial assets are defined as those assets which have corresponding liabilities.
According to the 1993 SNA, financial assets consist of all financial claims, shares or other
equity in corporations plus gold bullion held by monetary authorities as a reserve asset.
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2. Using the Economic Statistics System (ECOS)
The Economic Statistics System (ECOS) is the Bank of Korea's website
(ecos.bok.or.kr) built to make economic statistics available to the general public online in
Korean and English. It offers major economic indicators (ones closely related to
government economic policies or the economic activities of the citizenry) from among 16
government-approved statistics compiled by the BOK.
The Bank of Korea announces national income statistics (advance and
preliminary) quarterly and annually through press releases and online through ECOS.
Users of the statistics can conveniently search through the varied and detailed
national income statistics listed on ECOS at any time, convert them into rates of change
(compared to the previous quarter, year-on-year, etc.) and three-period moving averages, as
well as depict them in various types of graphs. They can also download their search results
in the form of EXCEL or text files.
ECOS includes not only detailed statistical data related to national income, but
also lists the release methods and release calendars for these statistics, along with such
statistical commentary publications as Quarterly National Accounts and Korean System of
National Accounts.
For further information about the use of national income statistics in ECOS,
please contact the National Income Statistics and Coordination Team at the Bank of Korea
+82-2-759-4450), or leave a message on ECOS’s “Questions and Answers” board.
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Composition of "National Income Statistics" Listed in ECOS
Listed Indicators

Principal Indicators

Consolidated Accounts
for the Nation

Supporting Tables

- Economic scale and national income (nominal)
- Growth rate by kind of economic activity (real)
- Growth rate by kind of expenditure (real)
- Production, expenditure and distribution structures (nominal)
- Gross saving and gross investment (nominal)
- Ratio of exports and imports to GNI (nominal)
- GDP deflator
- Gross domestic product and expenditure (nominal, annual)
- National disposable income and its disposal (nominal, annual)
- Capital transactions (nominal, annual)
- External transactions (current transactions) (nominal, annual)
- External transactions (capital transactions) (nominal, annual)
- Production accounts by institutional sector (nominal, annual)
- Income accounts by institutional sector (nominal, annual)
- Capital accounts by institutional sector (nominal, annual)
- GDP by kind of economic activity and GNI
(nominal, real, SA, original series, quarterly, annual)
- GDP by kind of economic activity (deflator) (quarterly, annual)
- Contributions to growth in real GDP by kind of economic activity (SA,
original series, quarterly, annual)
- Expenditures on gross domestic product
(nominal, real, SA, original series, quarterly, annual)
- Expenditures on gross domestic product (deflator) (quarterly, annual)
- Contributions to growth in real GDP by expenditure component (SA, original
series, quarterly, annual)
- Gross value added and factor income by kind of economic activity
(quarterly, annual)
- National income and national disposable income (quarterly, annual)
- Gross capital formation by type of capital goods
(nominal, real, SA, original series, quarterly, annual)
- Gross capital formation by kind of economic activity
(nominal, real, annual)
- Facilities investment by kind of economic activity (nominal, real, annual)
- Gross capital formation by sector (nominal, real, quarterly, annual)
- Final consumption expenditures of households by purpose (nominal, real,
SA, original series, quarterly, annual)
- Final consumption expenditures of households by type
(nominal, real, SA, original series, quarterly, annual)

Concepts, Sources and Methods

–„„˛ Ł`⁄(¿ )-5

-276~312

2011.2.16 9:55 PM

˘

` 312

ntech4 C9600 2400DPI 175LPI

312 Korean System of National Accounts

Listed Indicators

Supporting Tables

- Final consumption expenditures of NPISHs by purpose
(nominal, real, quarterly, annual)
- Final consumption expenditures of NPISHs according to cost-composition
and purpose (nominal, annual)
- General government final consumption expenditures by function
(nominal, annual)
- General government total expenditures by function (nominal, annual)
- Income transactions of general government subsectors (nominal, annual)
- Capital transactions of general government subsectors (nominal, annual)
- External transactions (current transactions) (nominal, real, annual)
- External transactions (capital and financial transactions) (nominal, annual)
- Gross savings and gross investment
(nominal, real, SA, original series, quarterly, annual)
- Information and communication technology sector
(real, SA, original series, quarterly, annual)
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[A]
accrual basis
accumulation account
accumulation of capital
additivity
advance quarterly estimate
advertising services
agriculture, forestry and fishing

6.3
4.6
1.11
16.15
11.1
8.225
8.4

[B]
balancing item
base year
basic price
benchmarking method
BOK-X12-ARIMA
broadcasting services
building construction
business and professional organizations
business support services

10.6
2.8, 16.13
6.6
17.3
15.11
8.216
8.93
8.225
8.232

[C]
capital formation
capital goods
capital transactions
central bank
central government
chained-weighted method
changes in inventories
circular flow of income
civil engineering
classification by industrial type
classification of individual consumption by purpose (COICOP)
classification of the purposes of non-profit institutions serving
households (COPNI)
coal mining
collective service
commercial margin ratio

9.46
9.46
14.17
8.151
8.251
16.1
9.81
Table I-1-1
8.91
8.65
Table III-9-2
Table III-9-2
8.33
9.33
Box III-8-2
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commodity flow method
compensation of employees
construction industry
construction investment
consumption of fixed capital
converting into real value
cultivation
cultural and recreational services
cultural services
current account
current taxes on income, wealth
current transactions
current transfer
current year price

Box III-9-1
10.5
8.88
9.60
5.64
7.10
8.10
9.113
8.310
Table II-4-2
Table III-8-35, 10.22
12.22
5.51
6.22

[D]
direct purchases abroad by resident households
direct purchases in the domestic market by non-resident
households
disposable income
disposal of income
distribution of income
domestic final demand
domestic investment
double deflation method

9.24
9.28
10.14
4.3
10.17
9.66
12.10
8.47

[E]
economic scale
economically significant price
ECOS
electrical and electronic equipment
electricity supply
electricity, gas and water supply
entertainment service
expenditure approach
exports and imports of goods and services
external transaction account

12.4
5.18
Appendices
8.49, Table III-8-6
8.67
8.66
8.311
7.4, 9.1
9.93
4.11
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extraction of crude petroleum and natural gas

8.32

[F]
f.o.b.(free on board)
facilities investment
final annual estimates
final consumption expenditure
final consumption expenditure by NPISHs
finance and insurance industry
financial auxiliaries
financial intermediation services indirectly measured(FISIM)
fishing industry
fixed assets
fixed weighted method
flow
flow of funds accounts
food, beverages and tobacco
forestry industry
furniture and other manufacturing industries

6.16
9.53
11.1
9.14
9.18
8.149
8.156
Box III-8-3
8.4
5.65, 9.47
16.1
9.81
1.4
8.49
8.4
8.49

[G]
gas supply
general government
GNI per capita
government consumption
gross domestic product
gross fixed capital formation
gross fixed investment
gross investment ratio
gross savings ratio
gross value added

8.68
8.248, Table III-8-29
12.4
9.32
1.2, 9.4, 12.1
9.46
9.46
14.21
14.21
8.2, 13.2

[H]
human health and veterinary activities (for-profit industry)
8.295
human health and veterinary activities (national institutions)
8.293
human health and veterinary activities (non-profit organizations) 8.294
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[I]
import facilities investment
income
income approach
individual service
industry and product classification
information and communication
Input-Output table
intangible fixed asset investment
intermediate consumption
intermediate input

9.67
1.3, 10.1
10.1
8.327
Appendices
8.64, 8.200
1.4
9.76
5.32
1.3, 5.32

[ K, L ]
Korea Standard Industry Classification(KSIC)
labor share
life insurance corporations
link factor
livestock
living and other types
local government

Appendices
12.15
5.13, 8.154
16.6, 16.9
8.4
8.65
8.252, Table III-8-29

[M]
machinery equipment
maintenance and repair services
manufacturing
manufacturing industry growth rate
margin ratio
market output
market price
market producer
markup ratio
metal products
metallic mining
mining
mining of non-metal ores
motion picture projection

8.49, Table III-8-6
8.328
8.49
Appendixes
Box III-8-2
13.2
6.6
9.18
Box III-8-2
Table III-8-6
8.35
8.32
8.36
8.202
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[N]
national accounts
national balance sheet
national education institutions
national income
national income statistics
net tax
net value added
nominal
nominal value added ratio
non metallic mineral products
non-life insurance corporations
non-market output
non-market producers
non-produced assets
non-profit institutions serving households (NPISHs)
non-residents

1.6
4.2
8.276
1.2
11.1
8.12
13.2
6.22, 7.10
8.58, Box III-8-1
8.49
8.155
5.23, Table IV-13-1
9.18
9.48
5.18
6.15, 9.103

[O]
operating surplus
other cultural services
other depository corporations
other financial intermediaries
other recreational services
other service activities
other subsidies on production
other taxes on production
output
output for own final use
own consumption
own final use
owner-occupied dwelling industry

5.44
Table III-8-33
5.10
5.12, 8.153
Table III-8-33
8.327
8.345
8.344
5.21
13.2
8.346
5.21, 13.2
8.182

[P]
personal services
petroleum, coal and chemical
preliminary annual estimates

8.326
8.49
11.1
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preliminary quarterly estimate
primary materials-type industry
private consumption expenditure
private for-profit education organizations
private non-profit education organizations
processing assembly industry
producer’s prices
production account
production approach
production cost
property income payable
property income receivable
public non-profit institutions
purchaser’s prices

11.1
8.65
9.15
8.278
8.277
8.65
6.6
5.21
7.2
6.7
8.159
8.158
8.254
6.8

[ Q, R ]
quarter-on-quarter growth rates
ratio of exports and imports to GNI
real
real estate
real estate and renting
real estate leasing and development industry
real estate-related service industry
receipts from commodity and non-commodity sales
reference rate
renting of machinery and equipment
residents
retail industry

15.14
14.19
6.22
8.180
8.180
8.183
8.184
9.34
8.158
8.185
6.15, 9.105
8.116

[S]
sanitation services
seasonal adjustment
services related to agriculture, forestry and fishing
social security benefits
social security funds
social work activities (national institutions)
social work activities (non-profit organizations)

8.323
15.5
8.9
9.37
8.253
8.296
8.297
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sports and game-related services
statistical discrepancy
steam and hot water supply industry
stock
subsidies
subsidies on products
system of national accounts

Table III-8-33
12.3
8.69
9.81
5.43, 8.344
8.345
1.5, 3.1

[T]
taxes on production and import
taxes on products
textiles and leather
total supply
trade margin
trading gains or losses from changes in the terms of trade
transaction
transportation and storage industry
transportation equipment

8.344
8.344
8.49
Box III-9-1
5.28, 8.123
14.1
3.2, 4.2
8.135
9.53

[ V, W ]
value added
water supply industry
weight
wholesale and retail trade industry
wholesale industry
wood, paper, publishing and printing
work-in-progress

5.36
8.70
16.1
8.114
8.115
8.49
9.84
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