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Economic Movements

[Chart 1]

Real GDP Growth Rates

(qoq, %)

(yoy, %)

Economic Growth
The quarter-on-quarter growth of real
gross domestic product (GDP) slowed
down from 0.9 percent in the first quarter of 2012 to 0.3 percent in the second
quarter owing to the sluggishness of

Source : Bank of Korea「National Accounts」

exports and domestic demand.
Final consumption expenditures

cent in the first quarter.

increased by a mere 0.2 percent, despite

Facilities investment shifted to a 7.0

improvement of income conditions,

percent decrease from a 10.3 percent

including slower inflation and a hike in

increase in the first quarter. As large-

wages.

scale IT investments were rounded off

Private consumption rose by 0.4 per-

and investor sentiment was depressed

cent, not quite half the 1.0 percent hike

owing to the worsening external eco-

the quarter before, being influenced by

nomic situation, investments declined

dampened consumer sentiment follow-

in machinery(-7.5%), including equip-

ing growing uncertainties, including the

ment for the manufacture of semicon-

reemergence of the fiscal crisis in the

ductors and communication equip-

euro zone and slower pace of economic

ment, and in transportation equipment

growth in major countries.

(-4.6%) alike.

Government consumption showed a
decrease of 0.3 percent owing to a base
effect following a sharp rise of 3.4 per-
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[Table 1]

Growth Rates by Component of Expenditure1)
Unit : percent
2011

2010

GDP
Final consumption expenditure
(Private consumption)
(Government consumption)
Gross fixed capital formation

2012p

p

Year

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

6.3

3.6

1.3

0.8

0.8

0.3

0.9

0.3

4.1

2.2

0.6

0.8

0.4

-0.5

1.5

0.2

4.4

2.3

0.6

0.8

0.2

-0.4

1.0

0.4

2.9

2.1

0.7

0.8

1.2

-0.8

3.4

-0.3

5.8

-1.1

-3.1

3.8

-0.8

-1.5

3.2

-2.9
-7.0

(Facilities)

25.7

3.7

-1.6

4.7

-1.8

-4.3

10.3

(Construction)

-3.7

-5.0

-4.4

3.5

-0.5

0.1

-1.2

-0.4

Exports of goods and services

14.7

9.5

2.8

0.8

3.1

-2.3

3.0

-0.6

Imports of goods and services

17.3

6.5

1.4

1.9

1.3

-3.0

4.3

-1.9

Notes : 1) Compared with the preceding quarter.
2) p : preliminary
Source : Bank of Korea「National Accounts」
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Construction investment continued

However, exports of goods posted a

its sluggishness. Engineering construc-

decrease of 1.4 percent led downward by

tion shifted to an increase, thanks to

automobiles and petrochemical prod-

expansion in the public sector of electric

ucts because of weaker global demand

power facilities to promote power gener-

following the fiscal crisis in the euro

ation capacity. However, building con-

zone.

struction for residential purposes

Imports of goods and services shifted

slowed, affected by listless housing mar-

to a 1.9 percent decrease as imports of

ket activity in the metropolitan area and

consumer and capital goods shrank,

the worsening of small & medium-sized

affected by the slower growth of private

construction companies’ liquidity situa-

consumption and the reduction of facil-

tion. As a result, construction invest-

ities investment.

ment dropped by 0.4 percent, following

By type of economic activity during

a decrease of 1.2 percent in the previous

the second quarter, the agriculture,

quarter.

forestry and fishing industry improved,

Exports of goods and services shifted

but the manufacturing and construction

to a 0.6 percent decrease from a 3.0 per-

industries showed sluggishness. Mean-

cent increase in the previous quarter.

while, the service industry witnessed a

Exports of services marked a hike of 6.3

weaker recovery pace.

percent quarter-on-quarter, helped by a

Manufacturing production shifted to

rise in domestic consumption by non-

a 0.2 percent decline owing to the list-

residents, including foreign tourists.

lessness of electric & electronics equip-

Unit : percent
2011

2010

2012p

p

Year

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Agriculture, forestry & fishing

-4.4

-2.0

-3.0

4.5

-5.2

8.2

-5.6

2.0

Manufacturing

14.7

7.2

3.3

1.2

1.1

-0.3

2.0

-0.2

Electricity, gas & water supply
Construction
Services

Ⅱ

4.3

2.9

0.1

0.7

0.5

4.2

-3.9

1.3

-2.7

-4.6

-4.3

1.8

2.8

-0.2

-1.7

-2.7

3.9

2.6

1.0

0.3

0.4

0.7

1.1

0.5

Notes : 1) Compared with the preceding quarter.
2) p : preliminary
Source : Bank of Korea「National Accounts」

ment and petrochemical products in

tinue amid strong downside risks,

response to weaker overseas demand.

including a prolongation of the fiscal
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Growth Rates by Sector of Economic Activity1)

[Table 2]

crisis in the euro zone and economic

The service industry marked only a

slowdown of emerging markets.

0.5 percent increase quarter-on-quarter,
held back by the sluggishness of the

Despite an improvement in income

retail & wholesale, real estate and rental

conditions, consumption is unlikely to

sectors following slowing domestic con-

see a clear recovery, being affected by

sumption and subdued real estate busi-

weakened sentiment1).

ness, even though the hotel and busi[Chart 2]
Consumer Sentiment
Index & Private Consumption

ness service sectors increased thanks to
the Yeosu EXPO and an increase in the

(yoy, %)

number of foreign tourists.
The construction industry decreased
by 2.7 percent, showing a faster pace of
decline than the previous quarter as the
sluggishness of building construction for
residential purposes continued.
For the future path of growth, the
Source : Bank of Korea「Consumer Survey Index」
,
「National Accounts」

modest growth pace is expected to con-

1) Households’ average propensity to consume (0.74) in the second quarter hit the lowest level since 2003.
Households’ average propensity to consume in the second quarter
2003

2004

2005

2006

2007

2008

2009

2010

2011

0.78

0.77

0.76

0.76

0.76

0.75

0.77

0.77

0.76

Source: Statistics Korea「Household Income and Expenditure Survey」
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In facilities investment, subdued

ation facilities in the public and private

investor sentiment amid growing uncer-

sectors is also scheduled for civil engi-

2)

tainties in main sectors such as export-

neering.

oriented and large companies is expected to restrict an increase in investment
However, investment conditions in
the non-IT sector are expected to

[Chart 4]
Non-residential Buildings Starts
(yoy,%)

improve centering on electricity and
communications, including a sharp rise
in orders for power generation facilities
and LTE service-related facilities.

[Chart 3]

Facilites Investment
Outlook BSI by Sector

Source : Ministry of Land, Transport and
Maritime Affairs

Employment and Wages
During the second quarter of 2012,
the employment situation continued its
Source : Bank of Korea「Business Survey Index」

favorable trend. The number of persons
employed (seasonally adjusted) rose by
139,000 quarter-on-quarter - a signifi-

Construction investment is likely to
enjoy a modest improvement centering
on construction for non-residential purposes and engineering.

quarter’s growth of 117,000.
By industry, the service sector saw a

Construction

hefty rise centering on health and social

starts for non-residential purposes shift-

welfare(71,000 persons) and educational

ed to a steep rise (15.5%) year-on-year in

service(44,000 persons), influenced by

3)

July, and an expansion of power generQUARTERLY BULLETIN / September 2012
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cant further expansion compared to last

rapid population aging and the imple-

2) According to the Business Survey in August, the proportion of firms that reported uncertain economic
conditions as a difficult factor in management stood at 26.4%, approaching its highest-ever level (January 2009 30.6%) at the time of the global financial crisis.
3) In tandem with a sharp rise in public-sector orders for power generation facilities to ease power shortages, including Korea Western Power Co. (0.3 trillion won), the time of completion of power generation facilities in the private sector is expected to be brought forward from the original date of
2013~2014.

August, the number of persons

services.

employed (seasonally adjusted) rose by

Agricultural, forestry and fish-

59,000 on a monthly average basis and

eries(122,000 persons) also witnessed a

the employment rate (seasonally adjust-

sharp hike as sowing, which had been

ed) rose to 59.5 percent, keeping to its

delayed in March owing to unseason-

upward track.

ably low temperatures, started in
earnest. Manufacturing(15,000 persons)
shifted to its first increase in four quar-

[Table 3]
Employment-related Indicators
Unit : thousand persons, percent

ters since the first quarter of 2011.

2011
Year

Current Economic and Financial Movements

mentation of expanded free child-care

2012
Ⅰ

Ⅱ

Jul.~Aug.

<S.A.>

[Chart 5]
Number of Employed by Industry
(S.A., Ten thousands)

Labor force

25,099 25,404 25,503 25,550

(Participation rate)

61.1

61.4

61.4

61.3

Unemployment level

855

879

840

788

(Unemployment rate)

3.4

3.5

3.3

3.1

1)

Employment level

(Employment rate)

24,244 24,525 24,664 24,761
(415)

(117)

(139)

(-)

59.1

59.3

59.4

59.5

<Non S.A.>
Labor force

Note : 1) Includes forestry and fishing
Source : Statistics Korea「Economically Active
Population Survey」

61.1

60.1

62.3

61.9

Unemployment level

855

947

841

779

(Unemployment rate)

3.4

3.8

3.3

3.0

Employment level
(Employment rate)

By employment status, waged workers(167,000 persons) posted a faster pace
of growth centering on permanent

25,099 24,873 25,844 25,762

(Participation rate)

24,244 23,927 25,003 24,983
(415)

(467)

(430)

(-)

59.1

57.8

60.2

60.0

Note : 1) Figures in parentheses refer to the change
compared with the preceding period.
Source : Statistics Korea「Economically Active
Population Survey」

workers. The increase in the number of
non-waged workers(83,000 persons) was
led by the self-employed.

The manpower shortage phenomenon in the non-manufacturing sector is

The employment rate (seasonally

expected to continue centering on

adjusted) and the unemployment rate

health and social welfare, but the

(seasonally adjusted) stood at 59.4 per-

upward trend in the number of the per-

cent and 3.3 percent, respectively, a sig-

sons employed is likely to be blunted by

nificant improvement from the previous

the economic slowdown after some

quarter. During the period of July and

time-lag.
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[Chart 6]
Trend of BSI1) on Future Tendency
of Human Resources

leasing(9.5%) and transportation(7.3%)
continued their high upward pace.

[Table 4]
Rates of Increase of Nominal Wages1)
Unit : percent
2011
Year

Ⅰ

Ⅱ

1.0

7.8

5.1

-0.9

7.7

5.2

4.8
-8.4
(Special cash payment) -19.3

5.9
4.4
17.0

5.6
3.1
3.5

15.1

13.7

5.5

1.6
12.2

10.5
5.5

6.1
2.3

(Wholesale and
retail trade)

6.3

9.0

5.8

(Transportation)

0.5

9.9

7.3

13.0

5.7

6.8

Nominal wages of
employees
Nominal wages of
permanent employees
(Regular payment)

(Overtime payment)
Note : 1) Business Survey Indexes
Source : Bank of Korea「Business Survey Index」

Nominal wages of
temporary & daily
employees
(Manufacturing)
(Construction)

Nominal wages increased by 5.1 percent year-on-year during the second

2012

quarter of 2012, marking a flattening

(Accommodation and
food service activities)

out of their trend from the first quarter’s

(Information and
communications)

9.1

7.8

2.0

(Financial and insurance
activities)

1.9

6.3

5.7

(Real estate activities
and renting and leasing)

2.6

10.3

9.5

-8.0
-5.4

5.9
4.2

5.7
4.6

7.8 percent-increase.
By employment status, nominal
wages of permanent workers increased
by 5.2 percent - a rate lower than that of
the quarter before - owing to an only
slight rise in special cash payments and
overtime payments that served to par-

(Business services)
(Education)

Note : 1) Compared with the same period of the
previous year.
Source : Ministry of Employment and Labor
「Labor Force Survey at Establishments」

tially offset a robust hike in regular payment.
The nominal wages of temporary and

Prices

daily workers picked up by 5.5 percent,
QUARTERLY BULLETIN / September 2012

8

much less than the first quarter’s 13.7
percent.

Consumer prices rose by 2.4 percent
year-on-year in the second quarter of

By industry, information and com-

2012, slower than the 3.0 percent

munications(2.0%) and construc-

increase of the previous quarter. A fall in

tion(2.3%) recorded a low rate of

international oil prices and the domestic

increase, whereas real estate, renting and

economic slowdown served as factors

[Chart 7] Trends of Consumer Prices

Compared with the last month of the

(yoy,%)

previous quarter, consumer prices rose
by 0.1 percent owing to a fall in prices4)
of agricultural, livestock and marine
products, which served to offset a hike
in public utility charges and service
charges.
During the July-August period, consumer price inflation(year-on-year)

Current Economic and Financial Movements

acting to stabilize prices.

dropped to 1.4 percent, influenced by a
Source : Statistics Korea

base effect following a sharp hike in the
same period of last year.
Compared with the last month of the
previous quarter, consumer prices edged

In the second quarter of 2012, core

up by 0.2 percent, less than the average

inflation(year-on-year) registered a slow-

of 0.6 percent during the July~August

er pace of increase than the previous

period of 2007~2011.

quarter.

[Table 5]

Rates of Increase of Consumer Prices1)
2010
Year

Consumer prices
Agricultural, livestock
& marine products
Industrial products

Unit : percent

2011

2012p

p

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

Jul.~Aug.

3.0

4.2

2.3

0.5

1.1

0.3

0.8

0.1

0.2

(3.0)

(4.0)

(3.8)

(4.0)

(4.3)

(4.0)

(3.0)

(2.4)

(1.4)

14.8

5.8

7.1

-4.4

7.1

-3.4

4.2

-1.8

0.2

2.6

5.3

2.6

1.0

0.9

0.9

1.3

0.0

-0.6

Electricity·water supply·gas

-

7.6

2.0

1.9

1.2

2.3

0.2

0.5

2.9

Services

1.9

2.8

1.4

0.7

0.3

0.4

0.0

0.5

0.4

1.7
(1.8)

3.6
(3.2)

1.7
(2.6)

1.0
(3.2)

0.3
(3.4)

0.6
(3.4)

0.0
(2.5)

0.6
(1.6)

0.2
(1.2)

CPI excluding food & energy products 1.7
(1.9)

2.7
(2.6)

1.2
(2.2)

0.8
(2.6)

0.3
(2.7)

0.4
(2.7)

0.2
(2.2)

0.5
(1.5)

0.2
(1.2)

CPI excluding agricultural
products & oils

Notes : 1) Compared with the last month of the preceding period.
2) Figures in parentheses refer to rates of increase over the corresponding period of the previous year.
Source : Statistics Korea「Consumer Price Index」

4) Service charges rose by 0.5 percent led by individual service charges excluding dining out, along with
housing rents and tuition fees. Prices of agricultural, livestock and marine products dropped by 1.8 percent owing to a fall in prices of vegetables following good crops in favorable weather conditions.
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[Table 6]

Rates of Increase of Producer Prices, Export and Import Prices1)
Unit : percent
2010

Producer prices

2011

2012
Jul.~Aug.

Year

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

5.3

4.3

3.6

-0.1

0.8

0.0

2.0

-2.0

0.2

(3.8)

(6.1)

(6.7)

(6.4)

(6.2)

(5.0)

(3.2)

(1.7)

(0.1)

21.1

-0.2

9.5

-13.6

4.5

0.9

6.3

-10.7

5.8

Industrial products

6.0

5.3

4.3

0.6

0.8

-0.4

2.1

-2.2

-0.2

Electric power, water and gas supply

1.5

12.0

1.9

1.9

3.0

4.8

0.8

-0.8

2.8

Services

1.9

1.1

0.8

0.4

-0.2

0.0

1.1

-0.1

0.3

Export prices

4.3

2.5

3.5

-3.5

3.3

-0.6

0.9

-1.4

-1.1

(-2.6)

(4.4)

(6.6)

(3.5)

(2.0)

(5.6)

(2.2)

(2.4)

(1.7)

12.7

7.1

6.6

-2.0

3.0

-0.5

3.0

-6.4

0.9

(5.3)

(13.4)

(16.9)

(14.2)

(11.3)

(11.5)

(5.5)

(0.8)

(-0.3)

Agricultural, forest & marine products

Import prices

Notes : 1) Compared with the last month of the preceding period.
2) Figures in parentheses refer to rates of increase over the corresponding period of the previous year.
Source : Bank of Korea「Producer Price Index」
「Export/Import
,
Price Index」

[Chart 8]
Prices of Agricultural Products
(mom,%)

(mom,%)

on-year) that strips out all foods and
energy from the CPI also showed similar
movements.
Consumer prices are anticipated to
see only a mild upward trend for the
time being, affected by the economic
slowdown and a base effect. However,
there are risk factors latent on the supply side including the run-up in interna-

Source : Statistics Korea

tional raw material prices and unstable
prices of domestic agricultural products

The measure of core inflation that

QUARTERLY BULLETIN / September 2012
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in the wake of typhoons.

strips out non-grain agricultural prod-

Producer prices in the second quarter

ucts and petroleum products from the

of 2012 rose by 1.7 percent year-on-year,

CPI slowed to 1.6 percent year-on-year

registering a slower pace than the 3.2-

in the second quarter and 1.2 percent

percent hike in the previous quarter.

during the July~August period, showing

Compared with the last month of the

a downward trend.

previous quarter, they fell by 2.0 percent

The measure of core inflation(year-

as prices of all items5) dropped.

5) Prices of agricultural, forestry and marine products fell by 10.7 percent in a movement, centered on vegetables and fruits, and those of industrial goods dropped by 2.2 percent as the fall in prices of international raw materials, and crude oil above all, fed through to product prices.

and August shifted to a downward

July and August compared with the last

trend as the sluggishness continued in

month of the previous quarter. Prices of

Seoul and its surrounding areas follow-

industrial goods fell, but agricultural,

ing concerns about price falls and the

forestry and marine products prices and

upward pace in regions other than Seoul

electricity, piped water and city gas tar-

and its surrounding areas slowed down.

iffs rose, registering a 0.2 percent-hike.
Export prices (Korean won basis) in
the second quarter of 2012 fell by 1.4
percent compared with the last month
of the previous quarter. Import prices

[Chart 9] Rates of Increase in Reconstruction Housing Prices
(Seoul and its surrounding areas)

Current Economic and Financial Movements

They shifted to an upward trend in

(mom, %)

(Korean won basis) dropped by 6.4 percent.
During the July-August period, export
prices continued on a downward trend,
but at a slightly slower pace. Import
prices shifted to a 0.9 percent-rise, influenced by a hike in international oil

Source : Realestate114

prices.
In the second quarter of 2012, hous-

Leasehold deposits in the second

ing prices nationwide showed a slight

quarter of 2012 posted a rise of 0.7 per-

rise of 0.1 percent.

cent, continuing a slowdown of the

Those in Seoul and its surrounding

upward trend since the last quarter of

areas fell by 0.7 percent because of

2011. The seasonal decrease in demand

dampened purchase psychology not-

for moving, a decrease in demand by

withstanding the government’s real
estate measure (May 10), representing a
faster pace of decline from the previous
quarter.

[Chart 10]
Rates of Increase in Housing Rents
(mom,%)

Housing prices in regions other than
Seoul and its surrounding areas saw
their upward pace slow down from the
previous quarter as the rising trend in
regions associated with favorable reports
of regional development slowed down.
Housing prices nationwide in July

Source : Kookmin Bank
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[Table 7]

Rates of Increase in Real Estate Prices1)
Unit : percent
2010

2011

2012
Jul.~Aug.

Year

Year

Ⅰ

Ⅱ

Ⅲ

Ⅳ

Ⅰ

Ⅱ

1.9

6.9

2.3

2.0

1.5

1.0

0.5

0.1

-0.2

(Seoul and its surrounding areas)

-1.7

0.5

0.7

0.1

-0.1

-0.2

-0.4

-0.7

-0.6

(Rest of the country)

6.4

15.1

4.2

4.6

3.3

2.2

1.4

0.9

0.2

Housing price

7.1

12.3

4.3

2.7

3.3

1.5

1.1

0.7

0.2

(Seoul and its surrounding areas)

6.3

11.0

4.4

1.8

3.5

0.8

0.5

0.1

0.1

(Rest of the country)

9.2

14.5

4.4

4.1

3.1

2.1

1.7

1.2

0.2

1.0

1.2

0.3

0.3

0.3

0.3

0.3

0.3

-

Housing rents

Land price

Note : 1) Compared with the last month of the preceding period.
Sources : Ministry of Land, Transport and Maritime Affairs, Kookmin Bank

newly-married couples in an intercalat-

a base effect following a surge in exports

ed lunar month and sluggish demand

in 2011 in the wake of a massive earth-

for favorable school districts blunted

quake.

the rising pace.

As lackluster demand by advanced

In July and August, leasehold deposits

countries, most notably the EU, spread

showed a stable trend, dropping below

to emerging markets, exports to China

their average 0.4 percent rise in July and

shifted to a decline, and those to South-

August of 2002~2011.

east Asia slackened their upward pace.
Broken down by commodity group,

External Transactions

exports of IT products(-8.0%) continued
their downward pace as exports of wire-

During the second quarter of 2012,
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less

communication

equipment

exports (customs-clearance basis)

decreased owing to expansion of over-

decreased by 1.7 percent over the same

seas production, which served to offset

period of the previous year, the first

an increase in exports of computers fol-

decline since the third quarter of 2009

lowing the market debut of tablet PCs

(-17.6%).

and new notebooks.

By region, exports to major trading

The export growth of non-IT prod-

partners were sluggish. Exports to the

ucts slowed down markedly. Exports of

EU continued on a double-digit slide.

petroleum and chemical products shift-

Those to the U.S. shifted to a decline

ed to a decline, influenced by the base

centering on wireless communication

effect following a surge after the Great

equipment and petroleum products.

East Japan earthquake and slow demand

Those to Japan also decreased owing to

by Korea’s major trading counterparts,

emerging markets, including China,

The growth pace of exports of auto-

Southeast Asia and Latin America, expe-

mobiles decelerated owing to sluggish

rienced a further steepening of their

demand by the EU, and the contraction

declining growth or its shift to a dramat-

of ship exports continued.

ic fall.
Meanwhile, imports (customs-clear-

[Table 8]
Exports by Destination and Sector1)
(Customs - clearance Basis)
Unit : billion US dollars, %
2011
Year

2012
Ⅰ

Ⅱ

Jul.~Aug.

140.2

ance basis) in the second quarter of
2012 shifted to a decrease(-2.6%) for the
first time since the third quarter(-31.0%)
of 2009 owing to the listlessness of
exports and domestic demand.

87.6

By commodity group, imports of raw

(3.0)

(-1.7) (-7.5)

materials decreased owing to a fall in

U S

(12.8) (24.5)

(-1.5) (-1.3)

Japan

(40.8) (13.9)

(-7.8) (-4.7)

prices of raw materials, including crude

Exports

555.2 134.9
(19.0)

E U

(4.1) (-17.7) (-14.4) (-3.2)

oil, steel and non-ferrous metals, follow-

China

(14.8)

(0.7)

(-3.6) (-4.9)

Southeast Asia

(29.6)

(8.8)

(3.2) (-8.9)

Central & South America (10.9) (-7.6)

(9.2) (-19.2)

capital goods slipped owing to the com-

29.1

pletion of large-scale semiconductor

IT products

124.6

27.4

(-1.4) (-9.7)
Non-IT products

430.6 107.5
(26.7)

Non-Ship

(6.8)

500.6 123.0
(19.4)

(6.9)

19.7

Current Economic and Financial Movements

including China and Southeast Asia.

ing weaker global demand. Imports of

(-8.0) (-4.1)
111.1

68.0

(0.1) (-8.4)
127.4

82.9

(-0.1) (-3.4)

[Table 9] Imports by Sector and Use1)
(Customs-clearance Basis)
Unit : billion US dollars, %

Note : 1) Figures in parentheses refer to rates of
increase compared with the same period of the
previous year(%).
Source : Korea Customs Service

2011
Year
Imports

toms-clearance basis) decreased by 7.5
percent over the same two-month peri-

Non-Crude Oil

103.2

66.4

(5.1)

(-4.9) (-8.9)

199.7 49.0
(12.2) (5.3)

48.2 31.6
(-5.6) (-10.5)
82.6

(9.2)

(-0.8) (-5.7)

146.5

36.0

34.9

(8.0)

(4.9)

(-7.0) (-12.7)

53.1

13.0

13.3

(25.7)

(6.4)

(-1.9) (-4.5)

dovers of newly-built ships and setbacks

Consumer goods

tries continued sluggish. Exports to

82.9

(-2.6) (-7.6)

84.5

Capital goods

By region, exports to advanced coun-

Jul.~Aug.

(31.4)

gish global demand and a delay in han-

major automobile makers.

Ⅱ
130.8

Raw materials & Fuels 324.7

od of the previous year owing to slug-

in production following partial strikes at

(7.7)

423.6 106.0
(18.8)

Non-Raw materials
& Fuels

Ⅰ

524.4 133.5
(23.3)

During July and August, exports(cus-

2012

51.2
22.8
8.9

Note :1) Figures in parentheses refer to rates of increase
compared with the same period of the previous
year(%).
Source : Korea Customs Service

13

facilities investment. Those of consumer goods shifted to a decline centering on direct consumer goods, including
pork whose imports had surged last year
follwing domestic outbreaks of footand-mouth disease.

Financial and Foreign
Exchange Markets
Developments
Financial Markets

During the July-August period, the

During the second quarter of 2012,

decline in imports accelerated, affected

long-term market interest rates fell

by lackluster exports and the domestic

owing to the resurgence of euro zone

demand along with delays to shipment

risk and foreigners’ net purchases of

owing to typhoons.

Treasury bond futures.

Meanwhile, the current account sur-

Yields on Treasury bonds (3-year

plus widened to 11.2 billion dollars in

maturity) dropped, influenced by the

the second quarter of 2012 from 2.6 bil-

heightened risk aversion tendency fol-

lion dollars in the previous quarter.

lowing the emergence of the possibility

The goods account surplus posted a

of Greece’s withdrawal from the euro

more than three-fold rise over the previ-

zone and the insolvency of Spanish sav-

ous quarter. The services account shifted

ing banks(cajas), the subdued economic

into surplus owing to favorable con-

indicators of major countries.

struction services and a reduced travel
account deficit.

In June, however, the steepness of its
decline flattened out somewhat owing

For July 2012, the current account

to the burden of sustaining high bond

posted its biggest-ever monthly surplus
of 6.1 billion dollars thanks to a
widened surplus on both the goods

[Chart 11]
Market Interest Rate Movements1)
(Unit : percent)

account and the services account.

[Table 10]

Current Account
Unit : billion US dollars
2011
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2012

Year Ⅰ Ⅱ Ⅲ Ⅳ Ⅰ Ⅱ Jul.

Current Account 26.5 2.6 5.5 6.9 11.5 2.6 11.2 6.1
Goods

31.0 5.8 7.7 7.2 10.2 2.6 8.5 5.3

Services

-4.4 -2.5 -0.8 -1.2 0.2 -0.6 2.3 0.6

Income

2.5 0.4 -0.8 1.3 1.6 1.5 0.8 0.4

Current Transfers -2.5 -1.1 -0.5 -0.4 -0.5 -0.9 -0.5 -0.2
Source : Bank of Korea「Balance of Payments」

Note : 1) Figures refer to interest rates at the end
of month.
Source : Korea Financial Investment Association

As of the end of the second quarter,

wide fluctuations according to changes
in euro zone risk.

yields on Treasury bonds (3-year maturi-

The KOSPI and the KOSDAQ index

ty) slipped by 0.25 of a percentage point

fell by 7.9 percent and 5.9 percent,

from the end of the previous quarter to

respectively, from the end of the previ-

stand at 3.30 percent.

ous quarter to register 1,854.0 and 489.2

In July, long-term market interest

at the end of the second quarter.

rates continued their downward trend,

In July, the KOSPI dropped to an

affected by the lowering of the Bank of

annual low(1,769.3 on July 25), due pri-

Korea Base Rate and expectations of

marily to concerns about economic

worsening economic conditions at

slowdowns at home and abroad.

home and abroad.

In August, however, it rebounded

In August, they moved generally

owing to expectations of the easing of

upward until the middle of the month

monetary policies in major countries,

while experiencing sharp fluctuations in

improvement of the U.S. employment

line with adjustments in expectations

indicators, and foreigners’ large-scale net

for the Base Rate and in monetary policy

purchases.

stance of major countries; subsequently
they shifted to a decline.

Current Economic and Financial Movements

prices.

As of the end of August, accordingly,
the KOSPI stood at 1,905.1, up 2.8 per-

As of the end of August, yields on

cent from the end of the second quarter

Treasury bonds (3-year maturity) had

and the KOSDAQ index registered

fallen by 0.54 of a percentage point

508.4, up 3.9 percent over the same

from the end of the previous quarter to

period.

stand at 2.76 percent.
Over the course of the second quarter
of 2012, the KOSPI dropped while hav-

[Chart 12] Stock Price Movements
(1980.1.4 = 100)

(1996.7.1 = 1,000)

ing fluctuated within a wide range.
After having hit this year’s high in
early April(2,049.3 on April 3), the
KOSPI shifted to a decline owing to the
resurgence of the fiscal crisis in the euro
zone and major domestic companies’
poor business performance.
In May, the KOSPI slipped amid continued uneasiness in global financial
markets and subsequently it witnessed

Source : Korea Exchange
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[Table 11]

Bank Lending and Corporate Funding
(Changes during the period)
2010
Year

Bank loans to enterprises
(Large enterprises)

Year

Ⅰ

2012

Ⅱ

10,933 39,063 12,618 10,123

Ⅲ

Ⅳ

Ⅰ

Jul.~Aug.

Ⅱ

13,821

2,501 15,133 10,724

11,844 27,791

4,959

7,247

9,197

6,387 10,298 10,722

7,003

-912 11,272

7,659

2,876

4,624

-3,886

1,209

(Small and medium enterprises)
Net CP issuance

-3,619

Net bond issuance

11,597 19,543

Net equity issuance1)

Unit : billion won

2011

8,698

3,879
9,213

4,836

1

8,211

1,187 -2,171

6,288

-1,424

4,542

331

1,677

4,057

5,062

4,840

5,584

2,742

-151

5,261

1,958

3,364

595

3,297

715

344

284

Bank loan to household

21,822 23,940

2,974

9,119

5,464

6,382 -2,763

4,824

2,200

(Mortgage loans)

20,324 21,409

4,701

6,061

4,315

6,332

915

3,459

1,136

2,428 -1,666

3,118

1,060

-84 -3,589

1,317

1,094

(Others incl. minus loans)

1,728

Note : 1) Sum of KOSPI and KOSDAQ markets
Source : Bank of Korea

The growth of bank lending to enter-

ing the lowering of lending rates by

prises posted a quarter-on-quarter

some banks and efforts on the parts of

decrease in the second quarter of 2012

bank branches to expand their lending

owing to banks’ non-performing loan

ahead of their first half-year end perfor-

resolutions at the end of the first half,

mance evaluations, and to a rise in the

but bank lending to enterprises still

“Minus Bankbook Loans” stemming

remained at the same level as in the cor-

from demand for funds to settle credit-

responding period of the previous year.

card bills arising from seasonal factors

The growth pace of bank lending to

QUARTERLY BULLETIN / September 2012
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including Children’s Day.

small and medium-sized enterprises

In July and August, bank lending to

(SMEs) slowed down markedly. This was

enterprises continued its upward trend,

attributable to the reclassification of

influenced by banks’ strenuous efforts to

some SMEs as large corporations after

expand their corporate lending, the

the strengthening of criteria for recogni-

relending

tion of SME status following the revision

redeemed at the half-year, and fund

of relevant legislation. Based on the pre-

demand for value-added tax payments.

of

loans

temporarily

revision criteria, bank lending to SMEs

Bank loans to households also kept

actually increased at a faster pace than

on an upward trend, influenced by

that to large companies.

banks’ moves to expand their sales of

Meanwhile, bank lending to households shifted to an increase owing to a
hike in housing mortgage loans follow-

fixed-rate loans and demand for funds
for the holiday season.

ment’s market intervention to stem the
yen’s appreciation was tempered by a

In the course of the second quarter of

preference for safe-haven assets.

2012, the Korean won initially exhibited
a depreciating trend against the U.S. dollar during April and May amid global
financial market unrest, affected by con-

[Chart 13]
Exchange Rate Trend of Korean Won
(Won)

cern about the spread of the fiscal crisis
in the euro zone.

Current Economic and Financial Movements

Foreign Exchange Markets

In June, it shifted to a strengthening
trend against the U.S. dollar as the global financial market unrest eased thanks
to policy efforts of ECB and EU leaders
to resolve the fiscal crisis in the euro
zone.
As of the end of the second quarter of
2012, the Korean won traded at 1,145.4
won per dollar, up from 1,133 won at
the end of the previous quarter.

Note : The won/dollar exchange rate is based on the
market closing rate, and the won/100 yen exchange
rate is based on the cross rate notified by the Seoul
Money Brokerage Services Limited(SMBS).
Source : Bank of Korea

In July and August, it fluctuated
repeatedly within a narrow range as
market participants took a wait-and-see
attitude ahead of the announcement of
measures to counter the fiscal crisis by
the ECB and the U.S. Federal Reserve.
In the second quarter of 2012, the
Korean won depreciated markedly
against the Japanese yen as the possibility of the unwinding of yen carry trades
was raised amid global financial market
unrest and worries over a global economic slowdown.
In July and August, the won-yen
exchange rate exhibited repeated fluctuations within a narrow range as a sense
of caution about the Japanese govern-
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Analysis of the Effects of
Total Factor Productivity
on Employment
Gudo Park*
Bumjun Jo**
It is desirable to expand the base for
domestic demand in order to improve

According to the results of the estima-

the high export dependence of the Kore-

tion of the labor demand function, total

an economy. In this regard, the relation-

factor productivity has improved since

ship between total factor productivity

the currency crisis, while the job cre-

and employment, estimated by the

ation effect has decreased in the manu-

growth accounting method, was ana-

facturing and service sectors and it has

lyzed in this paper, with the use of the

not been statistically significant across

labor demand function and a structural

industry as a whole.
The estimation of the labor demand

VAR model.
has

function has limitations in that it can-

increased by an annual average of 1.8%

not capture the effect of employment

since 1990. By industry, Total factor pro-

changes triggered by factors determin-

ductivity of the manufacturing sector

ing total factor productivity. With this

grew by 5.7%, while that of the service

taken into consideration, an analysis

sector declined by 0.2%. If seen in terms

using a structural VAR model was con-

of period before/after the currency crisis,

ducted of how technological shock, a

the pace of growth in total factor pro-

major determinant of total factor pro-

ductivity has accelerated across all

ductivity, affects employment. The

industries, centering around the manu-

analysis shows that technological shock

facturing sector, and the pace of

does not have a significant influence on

decrease has decelerated in the service

the growth of employment in manufac-

Total
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sector since the crisis.

factor

productivity

*
*Senior economist, Economic Activities Analysis Team, Bank of Korea(email: kdpark@bok.or.kr)
*
*Economist, Economic Activities Analysis Team, Bank of Korea(email: jobumo@bok.or.kr)

■ The contents of this paper represent the personal opinions of the author and do not
necessarily reflect the official view of the Bank of Korea. Consequently, when this paper
is reported or cited, please specify the name of the author.

job creation in the service sector. In contrast, it was found that there was the
effect of an increase in employment
across industry as a whole from technological shock. This can be interpreted as
showing that technological shocks in
the manufacturing and service sectors
have a positive effect on employment in
other industries. After the currency crisis, however, technological shock in a
certain industry had a decreasing influence on the growth of employment in
other industries.
These analysis results suggest that
technology development and investment for higher productivity in a certain
industry work to increase nationwide
employment, rather than making a
direct contribution to job creation in the
particular industry. To expand the basis
for domestic demand through job creation, it is important to ease price stickiness, enhance the price elasticity of
demand and strengthen industrial linkages, along with expanding technology
development and investment. This will
act to heighten the effects of productivity on job creation which have declined
since the currency crisis.

Ⅰ. Preface
For sustainable growth of the Korean
economy and the raising of the standard
of living, the improvement of productivity and job creation are important
tasks. Although productivity improvements chiefly emerge in the course of
replacing labor with capital, the number
of jobs can be reduced in this process.
For this reason, improvement of productivity is sometimes cited as the cause of
“jobless recovery.” Actually, there has

Analysis of the Effects of Total Factor Productivity on Employment

turing itself and that it actually reduces

been a marked decline of employment
in the manufacturing sector, which has
led the improvement of productivity
since the 2000s, lending support.
In this way to that assertion,
improvements in productivity enable
greater production with fewer workers.
As a result, we cannot deny that it can
bring about job losses. However,
improvement of productivity can produce a virtuous circle as income earned
through improvement of productivity
strengthens purchasing power, increases
production and expands employment.
At the end of the day, the impact of
improvements in productivity on
employment will be decided by the relative size of the two counteracting effects.

Ⅰ. Preface
Ⅱ. Relationship between Total Factor
Productivity and Employment
Ⅲ. Empirical Analysis

The relationship between productivity and employment has great significance for the Korean economy in terms
of securing the stability of the economy.

Ⅳ. Conclusions
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As a means of overcoming external vul-

of improvement of total factor produc-

nerability stemming from an economic

tivity on employment dividing the peri-

structure with heavy dependency on

od into that before and that after the

exports, the expansion of the basis for

foreign exchange crisis and analyze

domestic

them separately.

consumption

through

improvement of productivity has been

The remainder of this paper is as fol-

debated actively since the financial cri-

lows. In Chapter II, I set out the theoret-

sis. Whether such a plan will succeed or

ical linkages between total factor pro-

not is directly linked with job creation.

ductivity and employment, measure

If efforts to improve productivity in

total factor productivity, and look into

order to strengthen external competi-

the correlation between the two vari-

tiveness lead to a decline in the number

ables and the decisive factors in play. In

of jobs, the expansion of the basis of

Chapter III, I carry out a practical analy-

domestic consumption will not be easily

sis of the effects of total factor produc-

achieved. If improvement of productivi-

tivity on employment by estimating the

ty is negative from the viewpoint of cre-

labor demand function and a structural

ating jobs despite being a main cause of

vector autoregressive (VAR) model.

growth, it cannot guarantee continuing

Finally, in Chapter IV, I look into the

growth on a medium and long-term

policy implications for boosting the

basis.

employment increase effects of

In this paper, accordingly, I look into

improvement of total factor productivi-

1)

the effects of total factor productivity

ty based on the results of the empirical

measured through the growth account-

analysis.

ing analysis of employment. In sharp
contrast to existing studies, I try, in particular, to suggest a method to enhance
the employment boosting effects of
total factor productivity after the effects
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1) Productivity is the comparison of input of such production factors as labor and capital and output
earned from it. It is generally indicated as a ratio of outputs to inputs. Productivity is divided into partial factor productivity and total factor productivity. Partial factor productivity is measured as a ratio of
output to input of individual production factor. Labor productivity and capital productivity are representative examples. Partial factor productivity has the advantage that measurement is easy, but it has a
drawback in that it is affected by input change of factors with different output/input ratios. Meanwhile,
total factor productivity is the ratio of output to input of total production factors. As it has no problem
like that of partial factor productivity, it has been widely used as an indicator for analyzing productivity. Solow (1957) regarded each production factor geometrically averaged by each income distribution
ratio as input and defined total factor productivity as the ratio of output to it. (Cho Seunghyung, Bae
Youngsoo, 2000)

1. Theoretical Relationship

ty of the labor market. The higher the
competitiveness of commodity market,
the greater the effect of the fall in prices
following cost reduction appears. In case
that the price elasticity of demand is
high, demand expansion following the

Microeconomically, the effects of

fall in prices will be large. In the mean-

total factor productivity (hereinafter

time, demand expansion for products

“productivity”) on employment are

whose productivity has improved brings

unclear. (Nordhaus, 2005) This is

about an increase in income for the rele-

because the effects of productivity on

vant company’s workers, enhancing

employment are decided by various fac-

their purchasing power. In this case, if

tors working in opposite directions. First

the additionally created value is not dis-

of all, if productivity improves, the effi-

tributed equally, the purchasing power

ciency of labor increases. Accordingly, if

increase effect following the income rise

production remains at the previous

will appear relatively small. This reflects

level, labor demand decreases. In this

a tendency that the higher the income

case, the scale of employment reduction

level rises, the lower the marginal

is decided by the degree of labor-saving

propensity to consume becomes. In case

of the advanced technology that caused

of products or services with high

the improvements in productivity and

income elasticity, the effect of demand

the flexibility of the labor market. Also

expansion resulting from income

the improvement of productivity can

increase is large so that indirect job cre-

lead to a fall in product prices, demand

ation also appears large. The more com-

expansion and production increase

plementary the linkages between indus-

through reduction of production costs,

tries become, the faster demand and

bringing increased labor demand com-

employment will increase through inter-

pared with the level before the improve-

action between them. Although

ment of productivity. The scale of the

improvement of productivity in a specif-

employment increase is decided by the

ic industry brings about direct employ-

degree of competitiveness of the com-

ment reduction in the relevant industry,

modity market, the price flexibility of

it causes a fall in wages in the labor mar-

demand, the degree of income inequali-

ket, increasing labor demand centering

ty, the income flexibility of demand,

on labor-intensive industry. However, if

Analysis of the Effects of Total Factor Productivity on Employment

interindustry linkages, and the flexibili-

II.Relationship between
Total Factor
Productivity and
Employment

21

[Chart 1]

The Route and Determinants of Total Factor Productivity
Affecting Employment
(Route)

(Determinants)

Improvement of total
factor productivity

Reduction of
production cost
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- Degree of market competition

Price rigidity

Fall in product price

Demand and
production
remain unchanged

Increase of
demand and
production

- Price and income elasticity of demand
- Degree of income inequality
- Inter-industry linkages

Decrease of
employment

Increase of
employment

- Degree of labor-saving of
technological advance
- Flexibility of labor market

New Keynesian

Real business cycle theory,
Neo-classical school

it is not associated with a fall in wages

may reduce employment temporarily,

owing to labor market rigidities, labor

but it can revive employment or enlarge

demand in labor-intensive industries

it through the expansion of fresh invest-

may not increase.

ment and income increase on a medium

From the macroeconomic aspect,

and long-term basis. New Keynesian

there are various views on the relation-

economists take the position that in the

ship between productivity and employ-

case of productivity improvement,

ment. (Kim Sangho, Lim Hyunjoon,

smaller factor inputs than before enable

2006) According to the real business

the same output, but demand does not

cycle theory, the improvement of pro-

change owing to price stickiness and

ductivity by technological advances can

employment decreases, showing a nega-

expand employment and output simul-

tive (-) correlation between productivity

taneously through its shift of the labor

and employment.

demand curve. Meanwhile, the neoclas-

Considering these theoretical discus-

sical school asserts that improvement of

sions, we realize that the relationship

productivity by advances in technology

between productivity and employment

“Labor Force Survey at Establishments”

the degree of labor saving of technologi-

of the Ministry of Employment and

cal advances, price rigidity, price elastici-

Labor are used.

ty and income elasticity of demand, the

For capital input, KIP Database is used

degree of income inequality, linkages

until 2007. Materials during the

between industries and the flexibility of

2008~2010 period, were estimated

the labor market.

through

a

perpetual

inventory

3)

method . As the capital stock of Korea

2. Measurement of Total
Factor Productivity

Productivity Center is the balance at the
term-end, the average of the previous
and the current term capital stocks is

In this paper, I measured Korea’s total
factor productivity by using growth

used when calculating total factor productivity.

accounting analysis. First of all, I deduct

In this way, measured total factor

the weighted summation price of labor

productivity showed an upward trend

and capital input growth rate and

while experiencing fluctuations accord-

respective income distribution rate from

ing to the business cycle as shown in

the real GDP growth rate, apply the

(Chart 2). Total factor productivity

Solow residual method to the total fac-

steadily increased, except during some

tor productivity growth rate, and calcu-

business recession phrases (1992~1993,

late the total factor productivity index

1998, 2004, 2009), and witnessed annu-

2)

by setting the year 1990 at 100.

Analysis of the Effects of Total Factor Productivity on Employment

is affected by various factors, including

al average growth of 1.8 percent during

Total working hours are used for

the 1990~2010 period. Dividing the

labor input. Until 2007, the “KIP Data-

time span into the periods before and

base” of Korea Productivity Center is

after the foreign exchange crisis, we

used. For materials during the 2008-

find the upward trend of total factor

2010 period, the figures of the employed

productivity accelerated after the crisis.

in the “Economically Active Population

The annual average rate of increase

Survey” of Statistics Korea and the

accelerated from 1.0 percent during the

monthly average working hours of the

1990~1998 period4) to 2.4 percent dur-

2) Refer to (Appendix 1) “Methodology of measuring total factor productivity” for detailed extraction
method.
3) This is a method of estimating the capital stock (Kt) of the t term as the total of capital stock excluding
depreciation of the previous term (Kt-1) and investment of the current term (It). It is expressed in the
following formula; Kt=Kt-1(1-ξ
)+It, ξ
: Depreciation rate
4) In general, the year 1998 is included in the period after the foreign exchange crisis. Considering the fact
that August 1998 was the trough of the economic downturn and total factor productivity fell sharply in
1998, however, we include it in the period before the foreign exchange crisis.
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[Chart 2]

Total Factor Productivity Index

(All industry and non-agriculture,
forestry and fishing)
(1990 year = 100)

ing the 1999~2010 period.5) This was
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(Manufacturing and services)
(1990 year = 100)

exchange crisis.6)

attributable to the fact that efficiency of

Viewing total factor productivity by

investment was low owing to duplicated

industry, manufacturing increased by

and excessive investment in the heavy

5.7 percent on an annual average during

and chemical industry in the 1990s, but

the 1990-2009 period7), but services8)

the efficiency of investment improved

declined by 0.2 percent. As a result, the

because of restructuring after the foreign

contribution to the increase in total fac-

5) This result is similar to that of existing studies, including Pyo et al. (2006) According to Pyo et al. (2006),
the annual growth of total factor productivity rose from a negative rate of 0.8 percent during the 19901998 period to a positive rate of 0.9 percent during the 1999-2003 period. In that study, total factor productivity declined by 0.8 percent on an annual average during the 1990-1998 period, which differs
from the result of this paper. This difference seems to be attributable to the difference in the measuring
method. Namely, Pyo et al. (2006) use the KLEMS model, which considers not only capital (K) and
labor (L) but also energy (E), intermediate goods (M) and services (S) as input factors. On the other
hand, this paper adopts a measuring method that considers only capital and labor as input factors. In
the case of Cho Seunghyung and Bae Youngsoo (2000) who use a growth accounting analysis method
similar to that of this paper, total factor productivity increased by 0.2 percent on an annual average
during the 1991-1998 period.
6) Refer to Cho Seunghyung and Bae Youngsoo (2000) and Choi Youngjoon (2006)
7) As of the date of compilation, the gross fixed capital formation statistics for 2010 had been announced,
but the figures were not available for the manufacturing and service industries. Accordingly, it was
impossible to estimate capital input by industry so that total factor productivity could not be measured
by industry for 2010. Considering the steep rise in total factor productivity of all industries in 2010,
however, the manufacturing and service industries, which posted a decline in 2009, are assumed to
have shifted to a significant rise or seen a slowdown in their declining pace.
8) Kim Baegeun (2009) carried out an empirical analysis by including electricity, gas, piped water and construction industries, in addition to pure services, in the service industry, but the present paper regards
only pure services as the object for study.

(%, %p)
Period
1990~2010

All industry

Manufacturing industry2)

Service industry2)

1.8

5.7 (1.7)

-0.2 (-0.2)

1990~1998

1.0

4.6 (1.6)

-0.3 (-0.3)

1999~2010

2.4

6.5 (2.0)

-0.1 (-0.1)

Notes : 1) Figures in parentheses are degrees of contribution
2) Rate of increase up to 2009 for the manufacturing and service industries

tor productivity during the same period

directions in the manufacturing and ser-

was 1.7 percentage points for the manu-

vice industries. In case of the manufac-

facturing industry and a negative 0.2 of

turing industry, total factor productivity

a percentage point for the service indus-

continued an upward trend, but the

try. After the foreign exchange crisis,

number of the employed followed a

total factor productivity of the manufac-

declining path. In the case of the service

turing industry increased by 6.5 percent

industry, total factor productivity

on an annual average, higher than the

declined, but the number of the

4.6 percent posted before the crisis.

employed increased steadily.

Meanwhile, the declining pace of the

In the correlation analysis between

service industry slowed down from a

year-on-year growth rates excluding the

negative 0.3 percent before the crisis to a

trend factor, the correlation coefficient

negative 0.1 percent after the crisis.

between all-industry total factor produc-

Analysis of the Effects of Total Factor Productivity on Employment

[Table 1] The Annual Average Rate of Increase of Total Factor Productivity1)

tivity and the number of the employed

3. Correlation Analysis

during the 1990-2010 period was 0.64.
The figure was 0.65 for the manufactur-

Prior to empirical analysis, I look into

ing industry and 0.49 for the service

the overall relation between total factor

industry, indicating that they all show a

productivity and employment through

positive (+) correlation. However, it is

correlation analysis. As seen in (Chart

difficult to capture exactly the effects of

3), total factor productivity and the

total factor productivity on employment

number of the employed both moved in

with such correlations alone. This is

the same direction and increased simul-

because employment is affected by not

taneously in all industries during the

only total factor productivity but also

1990-2010 period. On the other hand,

wages and capital costs. From the view-

the two variables moved in opposite

point of the above theoretical relation-

25

[Chart 3]

Total Factor Productivity and the Number of the Employed
(All industry)

(1990 year = 100)

(Non-agriculture, forestry and fishing)
(1990 year = 100)

(Manufacturing)
(1990 year = 100)

ship, the effects change according to the
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(Services)
(1990 year = 100)

ity and employment at the same time.

channel of transmission of total factor

To look more closely into the effects

productivity. Moreover, correlation

of total factor productivity on employ-

between two variables can appear where

ment, accordingly, it is necessary to

a common factor exists affecting total

build a more precise practical analysis

factor productivity and employment

model that controls the factors affecting

simultaneously. As seen in (Chart 4), the

relations between two variables and to

year-on-year growth rates of total factor

analyze them.

productivity and the number of the
employed are nearly identical to that of
real GDP in terms of changes in direction. This indicates that changes in business activity affect total factor productiv-

Increases in Real GDP, Total Factor Productivity and the
Number of the Employed

(Real GDP and total factor productivity)

(Real GDP and the number of the employed)

(%)

4. Change of Determinants

(%)

Analysis of the Effects of Total Factor Productivity on Employment

[Chart 4]

slowed down after the crisis because of
the slackening of facilities investment.

Ahead of practical analysis in earnest,

This indicates the possibility that the

I look at the major factors affecting the

degree of labor saving of technological

relationship between total factor pro-

advances weakened after the foreign

ductivity and employment, including

exchange crisis. According to the analy-

labor saving of technological advances,

sis by Shin Sukha (2006), technological

price rigidity, income inequality degree,

advance before the foreign exchange cri-

linkages between industries and flexibili-

sis had a labor saving character10), but

ty of labor market, change.9)

that after the crisis they were characterized by skill-based technological

A. Degree of labor saving of
technological advances

change.11)
In the case of technological advances

As seen in (Chart 5), the labor/capital

before the foreign exchange crisis, the

ratio plunged before the foreign

demand for both skilled labor and

exchange crisis owing to rapid capital

unskilled labor declined while, on the

accumulation, but its declining pace

other hand, in the case of technological

9) The trends of price flexibility and income flexibility of demand are commented on the regression model
in section 2 of Chapter 3 so that this is omitted here.
10) Refer to Moon Sungbae, Hong Dongpyo (2004)
11) Shin Sukha (2006) raised the possibility in regard to skills based technological progress that the development of information communication technology, the pace setter for recent technological advances
was driven by the orientation toward technical skills following the foreign exchange crisis.
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[Chart 5]

Labor-capital Ratio

(Thousand hours / Hundred million won)

advances after the crisis, capital and

structures improved, including the

skilled labor showed a complementary

breaking-up of some business groups

relation amid a decline in the demand

and the enhancing of competition

for unskilled labor relative to skilled

among domestic enterprises. Externally,

labor. Such a weakening of the degree of

imports of inexpensive consumer goods,

labor degree following a change in the

including those from China, increased

character of technological advances is

in the wake of globalization, deepening

estimated to have worked as a factor

competition to cut prices between

reducing the negative effects of total fac-

domestic and overseas enterprises.

tor productivity on employment.

Park Hyungkeun(2008) analyzes the
trend of price rigidity after the foreign
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B. Price rigidity

exchange crisis through researching fre-

Owing to stiff competition between

quencies of change of the individual

domestic and overseas markets after the

item prices comprising the monthly

foreign exchange crisis, price rigidity

consumer price index. According to the

seems to have lessened. Amid the

analysis, the frequency of price

strengthening of fair trade regulations

changes12) increased after the crisis, eas-

after the foreign exchange crisis, compe-

ing price rigidity. They increased from a

tition-related systems and competition

monthly average of 57 percent of com-

12) If an individual item price changes on a monthly basis, a price of “i” is given, and if there is no
change, a price of “o” is given, and then the weighted average is applied to the prices to calculate the
overall frequency of price changes.

(%)
1990~1997

2000~2007

1990~2007

total

upward

downward

total

upward

downward

total

upward

downward

All items

56.6

45.8

10.8

60.1

41.3

18.8

58.7

41.8

16.9

Industrial products

40.1

26.8

13.3

61.8

31.8

30.0

52.0

29.1

23.0

Services

61.5

55.4

6.2

55.2

45.1

10.1

58.4

47.5

10.9

Source : Park, Hyungkeun(2008)

ponent items during the 1990-1997

the intensified competition in the ser-

period to a monthly average of 60 per-

vice industry. The easing of this down-

cent during the 2000-2007 period. In

ward rigidity of prices is presumed to

particular, the frequency of changes of

have accelerated the declining pace of

industrial product prices surged after the

prices following improvements in pro-

foreign exchange crisis, rising from 13

ductivity and the strengthened employ-

percent of items during the 1990-1997

ment increase effect they generated.

Analysis of the Effects of Total Factor Productivity on Employment

Frequencies of Change in Item Prices

[Table 2]

period to 30 percent during the 20002007 period. In case of changes for ser-

C. Degree of income inequality

vices, the frequency of upward changes

The experience of undergoing the for-

decreased, but that of downward

eign exchange crisis and the later credit

changes, increased. It seems that upward

card debacle brought a gradual deepen-

price adjustment was not easy owing to

ing of the degree of income inequality.

[Chart 6]

Gini Coefficient1)

Note : 1) On the base of urban households at least two people and of market income
Source : Statistics Korea
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The Gini coefficient13), one of indicators

improvement in productivity, thereby

showing the degree of income inequali-

also weakening the latter’s effect in

ty, soared after the foreign exchange cri-

increasing employment.

sis. Since then, it has fluctuated, showing an upward trend again in the course

D. Industrial Interlinkage

of the 2003 card debacle. The Gini coef-

The effect of the improvement of

ficient rose from 0.26 during the 1990-

total factor productivity on production

1997 period to 0.30 during the 1998-

and employment of other industries

2010 period on average. Such a deepen-

through industrial interlinkages is esti-

ing of the degree of income inequality is

mated to have declined upon the expe-

presumed to have reduced the increase

rience of the foreign exchange crisis.14)

in purchasing power following the

This was largely attributable to the fact

13) This has values running from 0 to 1, and the higher the figure, the greater the degree of income
inequality.
14) Among the routes whereby improvement of productivity in a specific industry increases other industries’ production and employment are the route through industrial interlinkages and the route
through labor mobility between industries. The latter refers to the route whereby the labor force
pushed out of a specific industry through improvement of total factor productivity moves to other
industries, regardless of industrial interlinkages. The existing studies carried out by Kang Gyuho(2006)
and Kim Baekeun(2009) stress the labor mobility effect between industries. Viewing the proportion of
the number of the employed by industry to the total number employed in the service industry during
the 2004-2010 period, the proportion rose significantly in business services sector with its close association with manufacturing industry and in the social services sector, demand for which may be expected to rise following a hike in income. On the other hand, the share of employment declined in the
distribution service sector, including retail & wholesale, to which a considerable part of labor force
pushed out of the manufacturing industry had moved, and the individual service sector, including
restaurants & hotels. This shows the possibility that in the case of the improvement of total factor productivity in the manufacturing industry, the increase in employment in the service industry was
attributable to linkages between industries rather than labor mobility between industries. The number
of the employed in retail & wholesale, and restaurants & hotels may increase temporarily owing to
labor mobility between industries, but if there is no demand, it must undergo a process of restructuring. (However, considering that the distribution service sector has as close an industrial linkage with
manufacturing industry as does the business service sector, we cannot explain the employment trend
only by industrial linkages with manufacturing industry.) Considering this, I analyze the effect of
improvement of productivity in a specific industry on other industries’ employment in this paper
with a focus on interindustry linkages.
Service industry employed persons/All industry employed persons
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2004(A)
2010(B)
Differences(B-A)

(%, %p)

Business services1)

Distribution services2)

Personal services3)

Social services4)

11.0
13.6

24.6
23.2

16.2
15.3

13.1
16.7

2.6

-1.4

-0.9

3.6

Notes : 1) Financial intermediation, Real estate and renting, Professional, scientific and technical activities, Business facilities
management and business support services
2) Wholesale and retail, Transportation, Publishing, visual entertainment, information and communications
3) Restaurants and hotels, Arts, sports and recreation related services, Membership organization, repair and other personal
services
4) Public administration and defence, Education, Health and social work

Agriculture,
forestry and
fishing
1.71

Domestic Production Inducement Coefficients by Industry
(2009)
Manufacturing

Information and
communications

2.00

1.66

Electricity, gas
and water
supply
1.48

Construction

Services

2.02

1.67

Source : ‘Input Output Tables 2009’, The Bank of Korea

that domestic production ripple effect

manufacturing industry depends on

on the information & communication

imports for a large part of its inputs for

15)

manufacturing industry , which saw a

final production. It is estimated that

sharp improvement in total factor pro-

such a weakening of interindustry link-

ductivity after the foreign exchange cri-

ages has reduced the effect whereby

sis, is smaller than that of other indus-

improvement of productivity in a specif-

tries. The domestic production induce-

ic industry increases other industries’

ment coefficient representing the

production and employment.

Analysis of the Effects of Total Factor Productivity on Employment

[Table 3]

domestic production ripple effect of the
industry was 1.66, which is lower than

E. Flexibility of labor market

that of other industries apart from the

Labor market flexibility seems to have

electric power, gas and piped water sec-

been improved from legal aspect owing

tor. This is attributable to the fact that

to the government’s adjustment16) of the

the information & communication

Labor Relations Act after the foreign

15) During the 1999-2009 period, the annual average rate of increase of all-industry total factor productivity was 2.2 percent and the size of the contribution of information & communication manufacturing
was 0.74 percentage points. The scope of information & communication manufacturing is set as follows after considering the sectoral classification of National Accounts and Korea Productivity Center.
Information and communications manufacturing1)
Sector1)

Name

35
36
37
38
40

Electric machinery and equipment
Semiconductors and electric components
Audio, video and communications equipment
Computer and office equipment
Precision instruments

(%, %p)

KSIC code
281~284, 289
261~262
264~266
263
27111, 27112, 27211~27219

Note : 1) Korea National Accounts(81 sectors)

16) In the latter half of the 1990s, institutional systems necessary for easing of labor market rigidities,
including the Employment Adjustment System (Implemented in February 1998), the Workers Dispatch System(Implemented in February 1998), and the Flexible Working Hour System(Implemented
in March 1997), were introduced. In particular, the revision of the Labor Standard Act(February 1998)
made it possible to lay off workers in case of urgent management necessity, including transfers, mergers and take-overs.
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Indicators on Employment Protection in Korea

[Table 4]

1990~1997

1998~2007

2008

Version 11)

2.74

2.03

Version 22)

-

2.00

1.90

Indicator3) for dismissals of employees on regular contracts

3.23

2.37

2.37

Indicator3) for strictness of regulation on temporary contracts

2.25

1.69

1.44

Indicator3) for additional regulation of collective dismissal

-

1.88

1.88

1.90

Notes : 1) Unweighted average of regular contracts and temporary contracts
2) Weighted sum of regular contracts, temporary contracts and collective dismissals
3) Indicators are on a scale from 0(least restrictions) to 6(most restrictions)
Source : OECD Stat

exchange crisis, but it is not uncertain

dismissal of regular employees dropped

that the flexibility of labor market actu-

from 3.23 during the 1990-1997 period

ally improved in terms of employment

to 2.37 during the 1998-2009 period,

adjustment.

and the level of regulation concerning

The OECD employment protection
17)

legislation index , which is used as a

2.25 during the 1990-1997 period to

benchmark indicator for measuring the

1.69 during the 1998-2007 period, and

flexibility of labor markets, fell from

further to 1.44 in 2008.

2.74 during the 1990-1997 period to

However, viewing the correlation

2.03 during the 1998-2007 period, and

coefficient between real GDP and the

further to 1.90 in 2008. By detailed item,

number of regular workers, the coeffi-

the protection level against individual

cient dropped markedly after the foreign

[Table 5]

Correlation Coefficient between Real GDP and
Regular Employment, Temporary Employment and Daily Workers
Total period
(1990.1/4~2011.2/4)
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work of temporary employees fell from

1990.1/4~97.3/4

1997.4/4~2011.2/4

Regular

0.61

0.83

→

0.48

Temporary

0.66

0.67

→

0.71

Daily

0.46

0.29

→

0.52

17) OECD classifies member countries’ employment protection-relations legislation into the three parts protection for individual dismissal of regular employees, regulation concerning work of temporary
employees (Part-time work, dispatched work), and regulation on mass dismissal - and evaluates
detailed appraisal items by sector on a scale of 0~6, and then calculates the index by using a weighted
average method.

Change in Determinants after the Foreign Exchange Crisis
Weakening of labor saving degree
of technological advance

Easing of price rigidity

Deepening of income inequality

Weakening of interindustry linkages

Flexibility of labor market

(+)

(+)

(-)

Employment
increase effect
of total factor
productivity

(-)

(?)

exchange crisis. On the other hand, the

ity and weakening of linkages between

correlation coefficient between real GDP

industries seem to have restrained the

and the number of temporary and daily

employment increase effect of total fac-

workers rose. This indicates that the

tor productivity. Meanwhile, it is uncer-

manpower adjustment of regular work-

tain whether flexibility of labor market

ers, who account for the major part of

actually improved after the foreign

the labor force, is becoming worse than

exchange crisis, so that it is estimated to

before the foreign exchange crisis so

have had little effect on the employ-

that enterprises are coping with changes

ment increase effect of total factor pro-

in their business situation by using tem-

ductivity.

Analysis of the Effects of Total Factor Productivity on Employment

[Chart 7]

porary and daily workers. (Chun
Gwangmyeong 2004)
Considering these analysis results,
there is a possibility that the weakening

III. Empirical Analysis

of the degree of labor saving of technological advances and the easing of price
rigidity after the foreign exchange crisis

1. Previous Studies

strengthened the employment increase

The effect of total factor productivity

effect of total factor productivity com-

on employment is decided by the inter-

pared to before the crisis. On the other

action of various factors working in

hand, the deepening of income inequal-

opposite directions. As a result, the

33

results of empirical analysis may differ

ship between the two variables disap-

according to the analysis period, coun-

peared. The ILO(2005) explains that, in

try or industrial sector.

countries in Sub-Saharan Africa, South

Through his empirical analysis of G7

America, the Middle East and North

countries, Gali(1999) shows that

Africa, a trade-off relationship between

improvement of productivity by techno-

two variables exists and this is attribut-

logical advance can reduce labor inputs

able to the rapid rise in population. On

owing to price rigidity, refuting the

the other hand, in Asia-Pacific-Basin

assertion of the real business cycle theo-

countries, it drew the conclusion that a

ry that improvement of productivity by

positive(+) correlation exists between

technological advances increases

total factor productivity and employ-

18)

employment on a short-term basis.
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ment.

On the other hand, Christiano et

Among related studies in Korea are

al.(2003), Uhlig(2004) and Chang and

those by Kang Gyuho(2006), Kim Sangho,

Hong(2006) present the findings of

Lim Hyunjoon(2006) and Kim Baege-

empirical analysis showing that labor

un(2009) who apply Gali(1999)’s method.

input increases, even in a short-term

Kang Gyuho(2006) analyzes the effect of

period, if there is an improvement of

technological advances on employment

productivity by technological advance.

in the manufacturing and service indus-

Nordhaus(2005) revealed through his

tries from the early 1990s(the first quar-

empirical analysis of the U.S. manufac-

ter of 1993~the fourth quarter of 2004).

turing industry that a positive(+) correla-

According to the analysis results, tech-

tion exists between improvements in

nological advances increased employ-

productivity and increases in employ-

ment in the manufacturing industry on

ment. He asserted that this was attribut-

both a short- and long-term basis. On

able to an increase in price elasticity of

the other hand, technological advances

demand as the degree of U.S openness

had little effect on employment in the

to international trade rose.

service industry.19)

Besides this, Cavelaars(2005) presents

In case of all industries, meanwhile,

an analysis result that in the case of 25

the estimation is made after dividing the

OECD countries, the trade-off relation-

whole period under review(the first

18) Subsequently Beaudry and Collard(2002), Francis and Ramsey(2005), Basu et al.(2006) announced
study results that support those of Gali(1999).
19) Kang Gyuho(2006) analyze that the reason why an increase in employment appeared chiefly in the
manufacturing industry comes from the fact that price flexibility is relatively high in the manufacturing industry owing to the progress of liberalization in the 1990s and the development of ICT industry.

2004) into before and after 1993.

2. Establishment of Econometric
Model and Analysis Results

According to the results, in the case of
technological advance before 1993

A. Regression model

employment declined on a short-term

In this paper, to analyze the effect of

basis, but returned to normal on a long-

total factor productivity on employ-

term basis. After 1993, employment

ment, I set a regression model drawing

increased on both a short- and long-

on Nordhaus’(2005) method.

term basis.
Kim Sangho and Lim Hyunjoon(2006)

First of all, I assume the demand
function and production function for a

carry out an analysis for the period from

product by the following method.

the first quarter of 1980 to the fourth

Demand Function :

(1)

quarter of 2003 and suggest the result

Supply Function :

(2)

Analysis of the Effects of Total Factor Productivity on Employment

quarter of 1980~the fourth quarter of

that improvements in productivity by
technological advance in all industries

Yt : output, Pt : product price, Xt : real

increased employment on both a short-

income,

and long-term basis.

elasticity, At : total factor productivity, Kt

Kim Baegeun(2009) draw the conclusion that in the case of occurrence of
manufacturing-specific technological

: price elasticity, μ: income

: capital, Nt : employment, α: capital
income distribution ratio
To

seek

the

marginal

cost

advance, employment in manufacturing

function(MCt), I find optimum labor

industry increased on a short-term basis,

and capital input (N*t, K*t) from the cost

but declined on a long-term basis,

minimization condition, draw the total

whereas employment in the service

cost function from it, and differentiate

industry increased. In the case of the

the output.

occurrence of technological advance
across all industries, total working hours

(3)

were unaffected, but the number of the
employed increased.

(4)
(5)
Rt : capital cost, Wt : wage,

On the assumption that the product
market is a completely competitive mar-
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k

k

ket, we can assume the following equa-

( -1). Namely, if demand is elastic ( ＞

tion from the profit maximization con-

1) to price, an improvement of total fac-

dition.

tor productivity increases employment.
(6)

On the other hand, if demand is inelas-

k

In case of substituting equation (6)

tic ( ＞1) to price, employment declines.

for equation (1), the profit maximiza-

Improvement of total factor productivi-

tion output is elicited as follows.

ty( ln

(7)

D A ) causes a decrease (-Dln A ) of
†

†

employment at the same output level.

Meanwhile, in the case of substitut-

However, as marginal cost and price fall

ing equation (3) for equation (7), we can

proportionately, demand increases and

seek labor input in the case of maximiz-

consequently employment expands

ing profit as follows.

(

kDln A ). Accordingly, its comprehen†

sive effect on employment can be repre(8)

k-1)Dln A .

sented as (

†

Based on this theoretical equation, I
In the case of logging on both sides of

set up the regression model to look into

equation (8), we derive the following

the relationship between total factor

equation (9). This means that under the

productivity and employment as fol-

assumption of the Cobb-Douglas pro-

lows.

duction function and a completely competitive market, employment is decided20) by total factor productivity, real

Nt : employment, At : total factor pro-

income, the price and income elasticity

ducivity, Xt : real GNI, Wt : real wage, Rt :

of labor demand , wages, capital cost,

real capital cost, Dt : equals one since

the capital income distribution ratio,

1998.4/4 quarter21)

etc.

In the above estimation method, the
coefficient of total factor productivity

b +b D and the sign of the real capital
cost coefficient b depend on price elas-

(9)

¡

™

†

§

From equation (9), we know the
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ticity so that they are undecided.22) And

b +b D

effect of total factor productivity on

the income coefficient

employment from the decision of sign

expected to be a positive number and

21) I considered that August 1998 is the economic bottom of the 7th cycle.
22) As §= (1 ), the sign depends on the price elasticity ( ) of demand. Meanwhile as
( ¡+ ™ †), the sign of § is the opposite of ¡+ ™ † .

b a -k
ab b D

b

b bD

k

£

¢

†

is

b a(1-k) §=

=

b

∞

is likely to

ments” of the Ministry of Employment
and Labor and dividing it by the con-

23)

be a negative number.

In estimation, I use data from

sumer price index. In the case of the ser-

Population

vice industry, however, as the nominal

Research” of Statistics Korea to calculate

wage time series are given by specific

the number of the employed and to

sector, I calculate the nominal wage of

convert the annual series of total factor

the service industry as a whole by apply-

productivity calculated in the section 2

ing a weighted average to the nominal

of chapter II as a quarterly series for total

wage by specific sector according to the

factor productivity. To convert total fac-

proportion of the number of the

tor productivity into a quarterly series,

employed of Statistics Korea. I used the

quarterly figures for capital stock and

capital goods relative price24) that reflects

total working hours are necessary. How-

the influence of interest on the actual

ever, there are no related data so that I

cost.

“Economic

Activity

convert total factor productivity into a

The period for estimation was set

quarterly series by using the following

from the first quarter of 1993, when

reference indicators. In the case of capi-

wage statistics by industry are available

tal stock, I use the quarterly total fixed

to the fourth quarter25) of 2010 when

asset formation data of the National

capital stock estimation is possible.

Accounts. To calculate total working

When variables were considered to have

hours, I refer to raw data related to quar-

seasonality, I seasonally adjusted all vari-

terly working hours per week and the

ables by using an X-12-ARIMA model.

number of the employed from

Meanwhile, according to the unit root

“Economic

test results26) using variables, unit root

Activity

Population

existed in all variables in terms of level

Research” of Statistics Korea.
I convert wages into real terms by

variables. However, according to the

seeking nominal wages per hour using

result of first differences, it proved to be

total salary and total working hours of

a stationary time series without unit

the “Survey on Labor Force at Establish-

root, so that I used them after carrying

b ka-a-k -a k a-

Analysis of the Effects of Total Factor Productivity on Employment

the real wage coefficient

a

k

b

23) In the formula ∞=
=
+ ( 1), 0≤ ≤1 and 0≤ hold, therefore ∞≤0.
24) Based on the user cost concept of Jorgenson(1967), I added the real interest rate and the depreciation
rate, and multiplied it by the facility investment deflator and then divided it by the GDP deflator for
the calculation. To calculate real interest rate, I deflated the three-year maturity corporate bond yield
rate by the producer price index and applied a fixed rate (5%) for depreciation following Pyo Hakgil(2003).
25) The period from the first quarter of 1993 to the fourth quarter of 2009 for manufacturing and service
industries was set.
26) In this paper, I carried out the ADF(augmented Dickey-Fuller) unit root test.
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In the case of the service industry, the

out first differences.
As seen in the (Table 6) of the labor

total factor productivity coefficient is

demand function estimation results, the

estimated to have fallen from 0.33

estimation coefficient of total factor pro-

before the foreign exchange crisis to -

ductivity in the manufacturing industry

0.08(=0.33-0.41) after the crisis. The

fell from 0.88 before the foreign

indicates a fall of the price elasticity of

exchange crisis to -0.07(=0.88-0.95) after

service demand.28) Meanwhile, the real

the crisis. Accordingly, in the case of

GNI coefficient declined sharply after

improvement of total factor productivi-

the foreign exchange crisis. Accordingly,

ty after the foreign exchange crisis, the

considering that the real GNI coefficient

employment decrease effect following

is identical to the income elasticity of

labor saving seems to be bigger than the

service demand, the income elasticity of

employment increase effect following a

service demand is also estimated to have

price fall and demand rise. Meanwhile,

fallen. This seems to be attributable to

the fall in the total factor productivity

the lowering of the marginal propensity

coefficient after the foreign exchange

to consume following the improvement

crisis means27) that the price elasticity of

of income level. Other estimation coeffi-

demand fell after the crisis, considering

cients are low in significance.

b b D k-1) between

the relations ( ¡+

™

In case of all industries, only the real

†=

total factor productivity coefficient and

GNI coefficient is identical with expect-

price elasticity of demand. Other estima-

ed sign and has high significance. The

tion coefficients are identical to antici-

significant fall of the coefficient after the

pated signs and show high significance.

foreign exchange crisis indicates a reduc-

27) A fall of price elasticity in demand for commodities appeared indirectly in existing studies. Choi
Youngil(2009) presented the analysis result that the long-term price elasticity of export volume fell
from -0.334 in the 1990s to -0.322 in the 2000s, and short-term price elasticity dropped from -0.456 to
-0.275 owing to globalized economy, including an increase in trade weight of intermediate goods following international production fragmentation and the expansion of round-about trade.
28) Among existing studies related to a fall in price elasticity of service demand are those of Suh Hwanjoo
and Lee Youngsoo(2006) who estimate the service demand function. According to the estimation
results, the price elasticity of service demand is thought to have declined owing to a decrease in the
weight in production of distribution services with high price elasticity.
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Price elasticity and production shares of service sectors
Price elasticity
Supply services
Personal services
Distribution services
Social services

-0.02
-0.20
-0.42
-0.26

Source : Suh Hwanjoo & Lee Youngsoo(2006)

(%, %p)

Production share
1990~1998(A)

1999~2010(B)

B-A

33.1
10.5
33.0
23.3

33.7
9.9
29.9
26.5

0.6
-0.6
-3.1
3.2

Explanatory
variables

Dependent
variables

The number of the employed
in the manufacturing industry

Total factor

0.88**

productivity(TFP)

(2.95)

Foreign exchange

-0.95**

crisis dummy×TFP

(-2.77)

Real GNI

0.57**
( 3.03)

Foreign exchange crisis

-0.14

dummy×Real GNI

(-0.65)

Real wage
Real capital cost

The number of the employed The number of the employed in
in the service industry
all industry
0.33*

0.17

(1.81)

(0.71)

-0.41*

-0.23

(-1.94)

(-0.91)

0.32**
(2.82)
-0.32**
(-2.51)

0.48**
(3.65)
-0.25*
(-1.84)

-0.17*

0.08

-0.04

(-1.66)

(1.26)

(-0.75)

0.03**
(2.16)

0.01

0.00

(0.99)

(0.18)

R2

0.48

0.36

0.51

DW

2.09

2.39

2.01

Analysis of the Effects of Total Factor Productivity on Employment

Labor Demand Function Estimation Result

[Table 6]

Notes : 1) Figures in parentheses are t-values
2) ** and * represent statistical significance at the 95 and 90 percent levels respectively
3) Estimation period : All industry 1993.1/4~2010.4/4, Manufacturing and services 1993.1/4~2009.4/4

tion in income elasticity in all indus-

exchange crisis, it plunged to a little

tries. The total factor productivity coeffi-

below -0.2 before turning positive again,

cient was estimated to have turned neg-

but it still remained at a level lower than

ative after the crisis, but not to have

that before the crisis. In case of the ser-

been statistically significant.

vice industry, the total factor productivi-

To look into the movements of the

ty coefficient hovered around 0.1, plum-

total factor productivity coefficient dur-

meted during the period after the for-

ing the period, I estimate the labor

eign exchange crisis, and later recovered

demand function through dynamic

again, but appeared unable to escape its

29)

rolling regression.

In the manufactur-

negative sign.

ing industry as seen in (Chart 8), the

The fact that there was a relatively

total factor productivity coefficient

speedy recovery of the total factor pro-

showed a stable pattern with 0.2~0.3

ductivity coefficient in the manufactur-

during the period that mainly covers the

ing industry is assumed to have been

1990s. In the period after the foreign

due to the downward rigidity of prices

29) The estimation period was set at 40 quarters. The estimation was made by adding one quarter to the
data at the final point and simultaneously excluding one quarter from the starting point in series. The
estimation method is as follows. ln( † ) = º+ ¡ ln †+ ™ ln †+ £ ln †+ ¢ ln †+ †
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[Chart 8]

Fluctuations of Total Factor Productivity Coefficients

(Manufactuirng)

(Services)

(All industry)

having markedly eased as the frequency

of total factor productivity, weakening

of downward changes in industrial

the degree of labor saving of technologi-

product prices increased more rapidly

cal advances and the easing of price

than in the case of service charges after

rigidity after the foreign exchange crisis.

the foreign exchange crisis. For all
industries, the total factor productivity

B. Structural VAR model

coefficient showed an upward trend, but

The above estimation of the labor

plunged to the 0 level during the period

demand function has the constraint of

after the foreign exchange crisis and

failing to grasp changes in employment

then proceeded to mark time.

effects of various factors even though

The above analysis results indicate a

total factor productivity is decided by

decline in the employment increase

various factors. Among them are tech-

effects of total factor productivity in

nological advances, the economic situa-

manufacturing,

all

tion, inflation, the level of external

After the experience of the

trade, the ratio of labor union member-

foreign exchange crisis. It is thought

ship, concentration of economic power

that notwithstanding a fall in demand

and the demand & supply conjuncture

price and income elasticity, the deepen-

of production factors. (Cho Seunghyung,

ing of income inequality and the weak-

Bae Youngsoo, 2000) If the reason for

ening of interindustry linkages con-

improvement of total factor productivi-

strained the employment increase effect

ty is an economic recovery, the impact

30)

industries
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service

and

30) In case of all industries, significance is low.

to the fourth quarter of 2010.35)

temporary, but in the case of technolog-

For total factor productivity and the

ical advances, it is likely to last for a long

number of the employed, I use the data

period.

employed in the above estimation of

Considering this point, I analyze the

the labor demand function. The time

effect of improvement of total factor

difference of the structural VAR model

productivity by technical advances on

was set at four quarters. Meanwhile, unit

employment through the structural

root existed in two variables in terms of

VAR model31) in this paper. Drawing on

level variables. According to the first dif-

the Gali(1999) model that distinguishes

ference result, they prove to be station-

and analyzes improvement of produc-

ary time series without unit root. As a

tivity by technical advances through

result, I use the two variables by con-

32)

a structural

ducting first differences after applying

VAR model comprising total factor pro-

log transformation to them. According

ductivity and two variables of the num-

to the result of the Johansen cointegra-

ber of the employed.

tion test method, a long-term and stable

constraints, I establish

Based on the research results of Kim
33)

Baegeun(2009) , the analysis period
was set from the first quarter of 1990 to
34)

cointegration relationship does not exist
between the two variables.
(Chart 9) shows the cumulative

To look

responses of the growth rate of the

into changes in the relationship

number of the employed in the event of

between total factor productivity and

the occurrence of a technology shock in

employment since the foreign exchange

the manufacturing industry. The shock

crisis, I carry out at the same time an

response function indicates the cumula-

estimation from the first quarter of 2000

tive changes of the rate of increase of

the fourth quarter of 2010.

Analysis of the Effects of Total Factor Productivity on Employment

on employment is expected to be only

31) We can analyze the short- and long-term effects of a total factor productivity shock on employment
through an ordinary VAR model. However, such an analysis ignores the fact that the reason for the
change in total factor productivity is very important in determining the relationship between total
factor productivity and employment.
32) For the specific model, refer to (Appendix 2) Analysis of relationship between total factor productivity
and employment through a structural VAR model.
33) Where there are two production factors, the economy should have entered a steady growth path for
the constraints of the structural VAR model to be established. The Korean economy is seen as having
entered a steady growth path since 1990.(Kim Baegeun, 2009)
34) In the case of manufacturing and service industries, the estimation period extends until the fourth
quarter of 2009.
35) The reason that the starting point of the period after the foreign exchange crisis was set at the first
quarter of 2000 stems from the judgment that real GDP recovered to its a long-term trend level from
this point and the abrupt fluctuations of economic variables following the foreign exchange crisis had
eased.
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[Chart 9]

Result of Accumulated Impulse Response Analysis
(Manufacturing)
(1990.1/4~2009.4/4)
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(2000.1/4~2009.4/4)

the number of the employed that

exchange crisis emerged in the above

appeared in case of occurrence of +

analysis of the regression model.

technology shock equivalent to size of

(Chart 10) shows the cumulative

standard deviation. Vertical sectors indi-

responses of the rate of increase of the

cate a 95% confidence interval calculat-

number of the employed in the event of

ed by the Monte Carlo Simulations.

the occurrence of a technology shock in

According to the left panel showing the

the service industry. According to the

estimation result during the whole peri-

left panel showing the estimation result

od, the rate of the number of the

during the whole period, the rate of

employed in the manufacturing indus-

increase of the number of the employed

try fell in the relevant period in the case

in the service industry in the case of

of the occurrence of a technology shock,

occurrence of a technology shock fell

but rose again for a certain period. Over

significantly on both a short- and long-

the long-term, there was no effect. After

term basis. The reason that a technology

the foreign exchange crisis, the rate of

shock reduced the employment increase

increase of the number of the employed

effect in the service industry seems to be

fell on a long-term basis in the event of

attributable to the fact that service

the occurrence of a technology shock.

charges are more downwardly rigid than

This seems to have been for the same

product prices and demand for services

reason that a decrease in the employ-

is more inelastic than that for goods

ment increase effect from improvement

owing to their non-tradable characteris-

of total factor productivity in the manu-

tics. In other words, it is interpreted as

facturing industry after the foreign

the result of the scale of the price

Result of Accumulated Impulse Response Analysis
(Services)
(1990.1/4~2009.4/4)

(2000.1/4~2009.4/4)

decline gap and the scale of the increase

rose over both short- and long-term

in demand and output not being suffi-

periods, but the size was small and there

ciently large, even though costs also fell.

is no statistical significance on a long-

After the foreign exchange crisis, mean-

term basis.36) It is regarded as a similar

while, the rate of the increase of the

result to that appearing in the above

number of the employed in the case of

analysis of the regression model that the

the occurrence of technology shock fell

employment increase effect arising from

significantly over both the short- and

improvement of total factor productivi-

long-term, but on a somewhat smaller

ty declined following the experience of

scale.

undergoing the foreign exchange crisis.

As seen in the left panel of (Chart 11),

Considering the estimation results

based on all industries, the rate of

during the whole period, the rate of

increase of the number of employed in

increase of the number of the employed

the case of the occurrence of a technolo-

in the case of the occurrence of a tech-

gy shock rose significantly over both the

nology shock rose on a long-term basis

short- and long-term periods. After the

for all industries, but there was no sig-

foreign exchange crisis, the rate of

nificant influence on manufacturing

increase of the number of the employed

industry and the rate fell in the service

Analysis of the Effects of Total Factor Productivity on Employment

[Chart 10]

36) To check the robustness of the analysis result, I looked into the difference of analysis results between
the case of using working hours instead of the number of the employed and the case of adding the
GDP deflator to a basic model. The analysis results of the two models are not greatly different from the
analysis result of the basic model. In the case of using working hours, however, the response of the service industry to a technology shock was not significant after the foreign exchange crisis. The results of
checking for robustness are presented in (Appendix 3) and (Appendix 4).
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[Chart 11]

0.020
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Result of Accumulated Impulse Response Analysis
(All industry)
(1990.1/4~2010.4/4)

0.020

0.010

0.010

0.000

0.000

-0.010

-0.010

(2000.1/4~2010.4/4)

industry. 37) The reason that the all-

because of inter-industry linkages. Con-

industry results and those of individual

sidering this point, I carry out an empiri-

industries are conflict seems attributable

cal analysis of the effects of a technology

to the fact that in analysis by industry,

shock on other industries’ employment

we cannot consider the effect of an

through the Gali(1999) model.

employment increase following the

First of all, I establish a structural VAR

spread of the technology shock of a spe-

model comprising two variables - total

cific industry to other industries. Even if

factor productivity of the manufacturing

a technology shock in a specific industry

industry and the number of the

reduces employment in the relevant

employed in the service industry.38) By

industry, overall employment may be

adding the restriction that only a tech-

increased in case of an increase in other

nology shock 39) permanently affects

industries’ demand and employment

total factor productivity of the manufac-

37) Kang Gyuho(2006), Kim Sangho, Lim Hyunjoon(2006) and Kim Baegeun(2009) also analyze that allindustry employment increased on both a short- and long-term basis in case of the occurrence of a
technology shock. However, the analysis results by industry are somewhat different from existing
study results. Kang Gyuho(2006) analyzes a technology shock in the manufacturing industry as
increasing employment in the manufacturing industry on both a short- and long-term basis, but a
technology shock in the service industry as having no effect on employment in the service industry.
Kim Baegeun(2009) reports that where a technology shock occurs that is specific to the manufacturing
industry, employment in the manufacturing industry increases on a short-term basis, but declines on
a long-term basis. Kim Baegeun(2009), however, reports that the relationship between them is uncertain because of low significance, which is similar to the results of my analysis in this paper.
38) Apart from this, the analysis period, the time lag of the model, data conversion and so on are all identical to the structural VAR model that analyzes the relationship between total factor productivity and
the number of the employed.
39) This means a technology shock that occurred only in the manufacturing industry.

The Effect of a Technology Shock of a Specific Industry in
Increasing Employment in Other Industries
(1990.1/4~2009.4/4)

(Manufacturing → Services)

(Services → Manufacturing)

turing industry, I identify technology

model comprising two variables - total

shocks that occurred only in the manu-

factor productivity of the manufacturing

facturing industry and analyze the

industry and the number of the

effects on the number of the employed

employed in the service industry. In the

40)

in the service industry.

Analysis of the Effects of Total Factor Productivity on Employment

[Chart 12]

case of the occurrence of a technology

As seen in the left panel of (Chart 12),

shock limited to the manufacturing

in the case of the occurrence of a tech-

industry, the rate of increase of the

nology shock only in the manufacturing

number of the employed in the manu-

industry, the rate of increase of the

facturing industry rose on both a short-

number employed in the service indus-

and long-term basis.

try rose significantly both on a short-

These analysis results indicate that

and long-term basis. Meanwhile, the

improvement of productivity by a tech-

right panel shows the shock response

nology shock in either the manufactur-

analysis result of the structural VAR

ing or service industry has an effect in

40) As there is a possibility that a technology shock in the service industry may spread to the manufacturing industry, causing a permanent change in its total factor productivity, regarding a shock causing a
permanent change in total factor productivity of the manufacturing industry as a technology shock
restricted to the manufacturing industry is unreasonable. Considering such technology diffusion
effects between industries, however, the analysis results do not change. Kim Baegeun(2009) establishes
and estimates a structural VAR model that identifies a peculiar technology shock specific to the manufacturing industry and integrates the employment of the manufacturing and service industries by
incorporating the constraint that only a factor affecting the relative prices of goods and services on a
long-term basis is a technology shock specific to the manufacturing industry. According to him, in
case of the occurrence of technology shock specific to the manufacturing industry, employment in
the service industry expands, giving identical results to the analysis of this paper.
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[Chart 13]

The Effect of a Technology Shock of a Specific Industry in
Increasing Employment in Other Industries
(1990.1/4~2009.4/4)

0.060

(Manufacturing → Services)

(Services → Manufacturing)

0.060

0.040

0.040

0.020

0.020

0.000

0.000

-0.020

-0.020

increasing employment in the other

the rate of increase of the number

industry. Accordingly, a technology

employed in the manufacturing indus-

shock in an individual industry has little

try.

effect on the expansion of employment
of the relevant industry, but the
employment increase effect thorough a
technology shock across all industries

V. Conclusions

clearly emerges.
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However, the effect of increasing

In this paper, I have tried to analyze

employment in other industries by a

the effects of total factor productivity on

technology shock in a specific industry

employment, particularly, the change of

weakened after the foreign exchange cri-

their relationship before and after the

sis, according to the analysis. (Chart 13)

foreign exchange crisis, while suggesting

shows the ripple effects between indus-

a method of enhancing that employ-

tries since the foreign exchange crisis.

ment increase effect by an improvement

When compared to (Chart 12), the

of total factor productivity.

effect of a technology shock in the man-

To this end, I first estimated the labor

ufacturing industry on the rate of

demand function. After the foreign

increase of the number employed in the

exchange crisis, the employment

service industry declined in size, and a

increase effect from improvement of

technology shock in the service industry

total factor productivity declined in

failed to have a significant influence on

both the manufacturing and service

ing industry, while the rate of increase

not statistically significant.

of the number of the employed declined

The reduction in the employment

in the service industry. This seems to be

increase effect of total factor productivi-

attributable to the fact that despite cost

ty in individual industries, including

savings by technological advances, the

both manufacturing and services, after

fall in prices and the increases in

the crisis is presumed to be attributable

demand and output were not very large.

to the insufficient expansion of demand

Despite the analysis result for individual

and production owing to a fall in the

industries, an employment increase

elasticity of the demand price and

effect from a technology shock was con-

income, the deepening of income

firmed for all industries. This can be

inequality and the weakening of inter-

interpreted as demonstrating that a

industry linkages, which together more

technology shock in the manufacturing

than offset the effect of the cost savings

or service industry increased employ-

and price fall following improvements

ment in other industries.

in productivity.

Analysis of the Effects of Total Factor Productivity on Employment

industries. The all-industry figure was

Actually, in the case of a technology

Although total factor productivity is

shock in the manufacturing industry,

determined by various factors, including

the rate of increase of the number of

technological advances, the economic

those employed in the service industry

situation and the demand & supply

rose significantly both on a short- and

conditions of production factors, the

long-term basis. In the case of a technol-

labor demand function suffers from the

ogy shock in the service industry, the

limit that it cannot grasp the effect of

rate of the increase of the number of the

employment changes from these vari-

employed in manufacturing industry

ous factors. Considering this, using the

went up. In terms of individual indus-

structural VAR model, I estimated the

try, investment in technology develop-

effect on employment in the case of the

ment can reduce employment in the rel-

occurrence of a technology shock,

evant industry, but it can increase

which is a main determinant affecting

employment as a whole through its rip-

total factor productivity permanently.

ple effect on other industries. When

According to the analysis results for

dividing the overall period into that

the period from the first quarter of 1990

before and that after the foreign

to the fourth quarter of 2010, a technol-

exchange crisis, I found the employ-

ogy shock had no significant influence

ment increase effect of a technology

in increasing employment in its own

shock declined in manufacturing and all

industry in the case of the manufactur-

industries after the crisis, compared with

47

that before the crisis. On the other

of demand through the expansion of

hand, in the service industry, the declin-

service trade, and strengthening inter-

ing pace of the number of the employed

industry linkages by fostering the parts

slowed down in the case of the occur-

and components industry. Along with

rence of a technology shock. In the

this, we should make efforts to ease41)

meantime, the effect of a technology

the degree of income inequality and

shock on the expansion of employment

enhance the flexibility of the labor mar-

running between the manufacturing

ket.

and service industries weakened after
the crisis, compared to that before the
crisis.
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Appendix 1
Methodology of Measuring Total Factor Productivity

We use the Cobb-Douglas production

We calculated distribution ratio of

function as a growth accounting equa-

labor income by dividing compensation

tion in order to estimate total factor pro-

of employees by national income at fac-

ductivity. The production function

tor cost as in the equation below:

growth accounting equation under the
assumption of a complete competitive
market, can be described as follows:

Distribution ratio of labor income =
compensation of employees/ national
income at factor cost (compensation of

growth accounting equation :

Y^ A^ aK^
†=

†+

†+

-a)N^

(1

employees+operating surplus)

†

Meanwhile, the estimated distribu-

Y : Real GDP, K : Capital input,
N : Labor input,
A : Total factor productivity,
†

†

†

†

a : Distribution ratio of capital
income,

-a : Distribution ratio of labor

1

tion ratio of labor income in the manufacturing industry fluctuated at a level
slightly below that of the services industry in the wake of the Asian Currency
Crisis and the Global Financial Crisis,
even though for most of the period it
surpassed services industry figure.

income,

v^ : Growth rate of v
Estimation Result of Distribution Ratio of Labor Income
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Correlation Analysis between Total Factor Productivity and
Employment Using Structural VAR model

Dx is defined as the vector
Dx [D a D n ]'comprising the growth
rate of total factor productivity (Da ) and
When

†=

†

†,

C(1)C(1)' A(1)C C 'A(1)'
C(1)C(1)' A(1)X A(1)'

†

=

†

Dn ), and e
†

†

as the vector

º

(3)

=

the growth rate of the number of
employees (

º

In equation (3), C(1) denotes the

e [eå e« ]', comprising a technological
shock (e å ) and a non-technological
shock(e « ), Dx can be described with the

long-term effect of technological and

distributed lag related to technological

paper can be described using equation

and non-technological shock as

(4) as follows:

†=

† , †

†

†

†

† †

=

of C(L), the two variable models of this

Da
Dn

Dx C(L)e ¡C e (1)
E[e e'] I, E[e e '] 0, t+s
†=

C(1) is expressed as a long-term matrix

[ ] [

described below:
†=

non-technological shock. And when

†

Δ †–Δ

† ß

†

=

response to a technological shock, the
equation (1) was converted into a VAR
model in reduced-form as equation (2).

¡A Dx
E[e e '] X
†=

† †

Δ

e A(L)Dx e (2)

†–Δ+ † =

=

In the equation,

†–¡+ †

e denotes errors in
†

the regression equation. On the basis of
the equation (1),

e Ce
†=

º †

is established,

and on the basis of the prior establishment,

C C ' X is derived.
º º =

42)

Also, equa-

tions (1) and (2) establish

C AC,
Δ=

Δ

º

based on which equation (3) is derived

C C C IC C E e e C E e e

X

¡¡

¡™

†

™¡

™™

†

condition that only a technological
impact has an permanent impact on
total factor productivity, or,

C (1)
¡™

0,

=

C(1) turns into lower triangular matrix.
As C(1) forms the lower triangular
matrix, C(1) is the only Cholesky component of A(1)XA(1)'
, and when M is
defined as the Cholesky Decomposition

A(1)XA(1)', C can be derived using
the equation of C A(1)—⁄ M.
of

º

º=

Also, we can identify a structural
shock based on the relation of

e C e.
†=

as follows:

C (1)C (1)] [eå ] (4)
C (1)C (1) e«

After applying a long-term restraint

Meanwhile, in order to estimate the

Dx

=

Analysis of the Effects of Total Factor Productivity on Employment

Appendix 2

º † 43)

42) º º'
= º
º'
= º ( † †'
) º'
= ( † †'
)=
43) By multiplying both sides of the equation † = º † by º —⁄ , we get † = º —⁄ † . Therefore, by obtaining
we can discern technological and non-technological shocks from errors in the regression equation.

e Ce C

e C e

C,
º
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Appendix 3
Result of Accumulated Shock Response Analysis of the
Structural VAR Model Using Labor Hours

(Manufacturing)
(1Q 1990~4Q 2009)

(1Q 2000~4Q 2009)

(Services)
(1Q 1990~4Q 2009)

(1Q 2000~4Q 2009)

(All industry)
(1Q 1990~4Q 2010)
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(1Q 2000~4Q 2010)

Result of Accumulated Shock Response Analysis of the Structural
VAR Model with the GDP Deflator Added

(Manufacturing)
(1Q 1990~4Q 2009)

(1Q 2000~4Q 2009)

Analysis of the Effects of Total Factor Productivity on Employment

Appendix 4

(Services)
(1Q 1990~4Q 2009)

(1Q 2000~4Q 2009)

(All industry)
(1Q 1990~4Q 2010)

(1Q 2000~4Q 2010)
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Payment and Settlement Trends
in the First Half of 2012

. Overview

Ⅰ
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During the first half of 2012, the average daily volume of settlements by noncash payment instruments1) stood at
44.02 million, for a total value of 292
trillion won. This represented increases
of 10.1 percent in volume and 3.8 percent in value from the same period of
2011.
The increase in volume was attributable to rises in the use of credit and
check cards as means of retail payment.
The increase in value was largely driven,
meanwhile, by a rise in the volume of
large-value funds transfer settlements,
including those of securities settlement
funds, through the Bank of Korea Financial Wire Network (BOK-Wire+), and to
increased funds transfers through the
electronic banking system, including
Internet banking.

[Table 1] Payment and Settlement
Trends, by Payment Instrument
(daily average)

Unit : millions of transactions, trillions of won, %
2011

2012

%

1st half 2nd half 1st half Changes4)
2.7

2.2

2.0

-24.9

V Funds Transfers
14.6
O Large-value
L
0.01
1)
U Payment System
2)
M Retail Payment Systems 14.6
E Payment cards3)
22.4

Checks and Bills

14.8

15.7

7.0

0.01

0.01

-8.1

14.8

15.6

7.0

24.4

26.3

16.9

V
A
L
U
E

Total

40.0

41.6

44.0

10.1

Checks and Bills

34.9

31.5

30.2

-13.6

Funds Transfers

244.8

240.7

260.1

6.3

209.7

204.0

222.0

5.9
8.6

Large-value
Payment System1)

2)

Retail Payment Systems 35.1
Payment cards3)
Total

36.7

38.1

1.65

1.70

1.74

5.1

281.3

273.9

292.0

3.8

Notes : 1) Refers to the new Bank of Korea Financial
Wire Network (BOK-Wire+).
2) Includes transfers via the Giro System,
Electronic Banking System, Interbank Funds
Transfer (IFT) System, Interbank CD/ATM System,
Cash Management Service (CMS) System,
Local Bank Shared System, and B2B & B2C
Electronic Commerce Payment Systems.
3) Includes credit cards, debit cards, check cards and
prepaid cards.
4) Refer to percentage changes compared with the
same period of the previous year
(the same hereinafter)

1) Payment instruments can be divided into cash and non-cash instruments, including checks and bills,
funds transfers, payment cards, and e-Money.

(daily average)

[Table 2] Payment and Settlement
Trends, by Payment System
(daily average)

Unit : millions of transactions, trillions of won, %

<Volume>

2011

(millions of transactions) (millions of transactions)
Large-value
Payment System

V Retail Payment
O Systems
L Check Clearing
U System
M Giro System
E

Interbank Shared
Networks

Total
Large-value
Payment System
Retail Payment

(trillions of won)

<Value>

(trillions of won)

V Systems
A Check Clearing
L System
U Giro System
E

Interbank Shared
Networks

Total

Meanwhile, the average daily
volume2) of settlement through the payment systems in the first half of 2012
stood at 17.82 million, for a total value
of 278 trillion won. This represented
increases of 3.4 percent by volume and
4.0 percent by value over the same period of 2011.

2012

%

1st half 2nd half 1st half Changes
0.014

0.015

0.013

-8.1

17.2

17.1

17.8

3.4

1.8

1.5

1.4

-26.0

4.9

4.8

5.2

7.4

10.5

10.8

11.2

6.7

17.2

17.1

17.8

3.4

209.7

204.0

222.0

5.9

57.9

56.5

56.3

-2.7

22.6

19.7

18.0

-20.3

0.8

0.8

0.9

14.2

34.4

36.1

37.4

8.5

267.6

260.5

278.3

4.0

Payment and Settlement Trends in the First Half of 2012

[Chart 1] Payment and Settlement
Trends, by Payment Instrument

The rise in volume was attributable to
a steep climb in settlement volume
through the interbank shared networks,
centering on electronic banking systems, including Internet banking, and
the increase in value to an expansion in
the volume of securities trading funds
settled through BOK-Wire+.

2) Unlike in the calculation of settlement volume by payment instrument, checks and bills presented at
the issuer’window, payment cards (excluding debit cards) and e-Money are excluded from consideration here, but cash payments and cash advances through the CD system are included.
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[Chart 2] Payment and Settlement
Trends, by Payment System
(daily average)

<Volume>

(millions of transactions) (thousands of transactions)

cial Telecommunications and Clearings
Institute (KFTC) declined by 24.9 percent in volume terms to 2.02 million
and 13.6 percent in value terms to 30
trillion won from the same period of the
previous year.

[Table 3] Checks and Bills Cleared1)
(daily average)

Unit : millions of transactions, trillions of won, %
2011

2012

%

1st half 2nd half 1st half Changes
Cashier’s Checks

(trillions of won)

Ⅱ.

QUARTERLY BULLETIN / SEPTEMBER 2012

58

<Value>

(trillions of won)

Payment and Settlement Trends, by Payment Instrument

1. Checks and Bills
In the first half of 2012, average daily
clearing of checks and bills through the
Check Clearing System of Korea Finan-

2,659

2,214

1,993

-25.1

Preset Value

2,545

2,119

1,901

-25.3

(100,000-won
denomination)

2,180

1,808

1,611

-26.1

95

92

-19.2

24

25

-9.1

7.9

7.9

-14.5
-12.4

V Non-Preset Value 114
O
L Promissory2)
27
Notes, etc.
U
M (Promissory Notes) 9.2
E (Current Account
Checks)

2.7

2.4

2.3

(E-Bills)

5.7

5.4

5.9

4.6

Others3)

5.5

4.8

5.2

-5.1

Total

2,692

2,243

2,023

-24.9

Cashier’s Checks

4,127

3,637

3,296

-20.1

Preset Value

577

487

447

-22.6

(100,000-won
denomination)

218

181

161

-26.1

V Non-Preset Value 3,550 3,151 2,849
A Promissory
27,180 24,444 23,495
2)
L Notes, etc.
U (Promissory Notes)12,581 10,060 8,701
E (Current Account

-19.7

Checks)
(E-Bills)
Others3)
Total

14,062 13,829 14,217

-13.6
-30.8
1.1

322

355

377

17.2

3,606

3,463

3,360

-6.8

34,914 31,544 30,150

-13.6

Notes: 1) Includes checks and bills cleared via the Check
Clearing System, and those presented directly at
the issuance windows.
2) Includes current account checks, household
checks, bills of exchange and e-bills.
3) Includes postal money orders, notices for call fund
settlement, receipts for securities principal and
interest payments, etc.
Source: Korea Financial Telecommunications &
Clearings Institute (KFTC)

[Chart 3] Checks and Bills Cleared
(daily average)

<Volume>

(millions of transactions) (thousands of transactions)

nation notes3). Cashiers check clearing
also decreased in value terms, led by
non-preset value cashier’s checks, owing
to financial investment companies’
reduced use of them for operational
funds amid a decrease4) in their securities transactions.

[Chart 4] The use of 50,000-won
banknotes1) and 100,000-won
cashier’s checks2)
(trillions of won)

(trillions of won)

<Value>

(trillions of won)

(trillions of won)

Payment and Settlement Trends in the First Half of 2012

Of this, the average daily clearing of
cashier’s checks decreased markedly in
volume, led downward by 100,000-won
denomination checks, in line with the
increased uses of electronic payment
instruments and 50,000-won denomi-

Notes: 1) Outstanding amount of issuance at the end
of the month
2) Daily average value of settlement during the
month

Since the use of electronic bills was
made obligatory5), the clearing of electronic bills increased in volume, whereas
that of promissory notes decreased as
the demand for the issuance of commer3) 50,000-won denomination banknotes outstanding amounted to 28.8 trillion won as of the end of June
2011, up 32.7 percent from the 21.7 trillion won total at end of June 2011. Since the first issuance of
50,000-won banknotes on 23 June 2009, use of the 10,000-won banknotes and 100,000-won cashier’s
checks has decreased consistently.
4) During the first half of 2012, the total value of stock transactions stood at 644.1 trillion won, having
decreased by 27.9% from the same period of the previous year (893.6 trillion won).
5) Under the“Law Concerning Issuance and Distribution of Electronic Bills,”it became obligatory for
companies subject to external audit to use electronic bills when issuing promissory notes (excluding
CP), from November 2009.
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cial bills, which accounted for the bulk
of the clearing of promissory notes, was
replaced by that for electronic bills. In
value terms, the clearing of promissory
notes decreased in a movement centered on call bills as call transactions by
financial investment companies
declined6) owing to a change7) in the system related to the structural improvement of the short-term financial market.
Clearing of current account checks, in
value terms, meanwhile, stayed at a
level similar to that of the same period
of the previous year in value whereas
their settlement volume fell amid a continued preference by financial investment companies and other financial
institutions for the use for large-value
funds transfers of current account
checks, with their relatively low8) trading costs.

percent in volume to 15.66 million and
15.6 percent in value to 260 trillion won
from the same period of the previous
year.
Settlement through credit transfers
increased by 6.8 percent in volume and
6.3 percent in value from the first half of
2011. The growth in volume was attributable to increased use of the Electronic
Banking System, including Internet
banking and Firm banking, while that
in value was attributable to a rise in
funds transfers through the large-value
funds settlement system, BOK-Wire+.
Settlement through debit transfers
registered increases from the same period of 2011 of 7.3 and 9.4 percent in volume and value, respectively, as the use
of Giro Direct Debits increased, led by
health insurance premium payments.

2. Funds Transfers9)
In the first half of 2012, settlement
through funds transfers between financial institutions marked increases of 14.1
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6) During the first half of 2012, the daily average call transactions by financial investment companies
stood at 9.6 trillion won, down by 36% from 15.0 trillion won during the same period of the previous
year.
7) A series of measures to improve the money market, which is excessively concentrated on the non-collateralized call market, itself vulnerable to external shocks, was announced in July 2010. Since then various steps have been taken to galvanize repo transactions and to progressively reduce the scale of call
borrowings by financial investment companies.
8) The commission on interbank funds transfers through Internet banking stands at approximately 500
won per 100 million won. In the case of current account check issuance, however, a commission in the
500~600 won range is imposed for each individual check, regardless of the issuance amount.
9) Funds transfers take the forms of credit transfers and debit transfers. In the former the payer requests a
bank to deposit the payment into the payee’s account, and in the latter the payee makes a request to
the bank to withdraw funds from the payer’s account.

(daily average)

Unit : millions of transactions, trillions of won, %
2011

2012

%

1st half 2nd half 1st half Changes

V
O
L
U
M
E

V
A
L
U
E

Credit Transfers
8,587 8,880 9,173
BOK-Wire+
14
15
13
Retail Payment
8,572 8,865 9,159
Systems
Giro Credit
1,665 1,661 1,636
Transfers1)
Electronic
5,374 5,632 5,888
Banking System
IFT System
426
407
397
CD/ATM System 731
778
834
268
279
298
CMS System2)
Local Bank Shared 0.4
0.4
0.3
System
E-Commerce
109
107
Payment Systems3) 109
Debit Transfers
6,045 5,946 6,485
Giro Direct Debit4) 3,203 3,145 3,590
CMS Debit
2,842 2,801 2,896
Transfer5)
Total
14,632 14,825 15,658
Credit Transfers 244,115 240,059 259,385
BOK-Wire+
209,691 204,035 221,988
Retail Payment 34,425 36,024 37,397
Systems
Giro Credit
510
491
574
Transfers1)
Electronic
Banking System 29,734 31,300 32,460
IFT System
3,466 3,493 3,583
CD/ATM System 586
603
628
104
113
126
CMS System2)
Local Bank Shared
4.1
4.3
4.3
System
E-Commerce
20
21
Payment Systems3) 20
Debit Transfers
658
634
720
300
273
352
Giro Direct Debit4)
CMS Debit
358
361
368
5)
Transfer
Total
244,774 240,693 260,105

6.8
-8.1
6.8
-1.7
9.6
-6.8
14.0
11.5

3. Payment Cards

Payment card use in the first half of
2012 on a daily average basis rose by in
volume to 26.25 million transactions
and for a value 1.7 trillion won, 16.9
percent and 5.1 percent higher respectively than in the same period of the
previous year.

[Table 5] Use1) of Payment Cards
(daily average)

Unit : millions of transactions, trillions of won, %

-18.9

2011
-2.1
7.3
12.1
1.9
14.1
6.3
5.9
8.6
12.5

2012

%

1st half 2nd half 1st half Changes
Credit Cards

17,373 18,743 19,734

13.6

Purchases

16,995 18,365 19,371

14.0

V
Individuals
15,711 16,965 17,901
O
Corporations
1,284 1,400 1,470
L
378
378
364
U Cash Advances
4,917 5,480 6,385
M Check Cards
E Prepaid Cards2)
157
138
130
Debit Cards3)

2.3

Total

2.0

13.9
14.5
-3.9
29.9
-17.3

1.8

-21.6

22,450 24,364 26,251

16.9

9.2

Credit Cards

1,465

1,498

1,514

3.3

3.4
7.1
20.9

Purchases

1,236

1,273

1,302

5.4

869

927

957

10.2

367

347

345

-6.1

229

224

211

-7.8

183

197

220

20.4

5.9

5.1

4.6

-21.9

3.4
8.6
9.4
17.0
2.9
15.6

Notes: 1) Includes paper-based Giro Credit Transfers,
Standing Orders and Direct Deposit Services.
2) Automatic transfer from a CMS customer’s
payment deposit account to a recipient’s
deposit account on the contract date.
3) B2B & B2C Electronic Commerce Payment
System of KFTC.
4) Automatic transfer from a payer’s deposit account
to a recipient’s deposit account on the contract
date, as a method of payment for example of
electricity, telephone, insurance and payment
card bills.
5) Similar to Giro Direct Debits, but through the
separate CMS System, offering faster funds
transfer services at relatively high handling fees.
Source: Korea Financial Telecommunications &
Clearings Institute

Payment and Settlement Trends in the First Half of 2012

[Table 4] Payments via Funds Transfers

Individuals
V
A
Corporations
L Cash Advances
U
Check Cards
E
2)
Prepaid Cards
Debit Cards3)
Total

0.10

0.08

0.07

-28.3

1,654

1,700

1,739

5.1

Notes: 1) Includes only authorized transactions.
2) Includes only cards issued by stand-alone card
companies and banks.
3) Represents usage of KFTC’s EFT/POS system.
Sources: Stand-alone payment card companies, banks and
bank subsidiaries issuing payment cards,
KFTC(Korea Financial Telecommunications &
Clearings Institute).

[Table 6] Card issuance
(end of month)

units : millions of cards, %

%
Jun.2011 Dec.2011 Jun.2012 Changes
Credit Cards
Check Cards

122.3
80.3

122.1
84.6

116.4
88.9

-4.8
10.8

Sources: Stand-alone payment card companies, banks and
bank subsidiaries issuing payment cards
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[Chart 5] Use of Payment Cards
(daily average)

<Volume>

(millions of transactions) (millions of transactions)

(trillions of won)

<Value>

(billions of won)

<Average value per settlement>

(thousands of won)
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Credit cards were used for a daily
average volume of 19.73 million transactions totaling 1.5 trillion won in value
in the first half of 2012, centering
around individual customers’ purchases
of goods and services. These figures represented increases of 13.6 percent in volume and 3.3 percent in value from the
same period of 2011.
Meanwhile, as of end-June 2012, the
number of credit cards issued stood at
116.38 million (4.5 cards per economically active person, 2.3 cards per head),
down 4.8 percent from the 122.31 million cards outstanding at the end of
June 2011, influenced by supervisory
authorities’ guidance on the adjustment
of dormant cards10). The average settlement amount using a credit card came
to 77,000 won per case, continuing the
declining pace evident since 2003.
The use of check cards continued its
buoyant upward trend, with the daily
average in the first half of 2012 reaching
6,380 thousand transactions worth
220.5 billion won － increases of 29.9
percent and 20.4 percent, respectively,
from the same period last year. The
sharp rise was chiefly attributable to the
fact that, in contrast to the case with
credit cards, check card issuance is easy

10) FSS (Financial Supervisory Service) proclaimed the three months from January to March in 2012
“Dormant credit card clearance period”
, and called for credit card companies to cancel the current dormant credit cards, which had not been used for more than one year. FSS announced a“dormant credit
cards reduction plan”on April 19 2012, which includes some measures to simplify the requirements
for cancelation of credit cards and to oblige card companies to publish the figures of dormant credit
cards.

debit card system are limited11), and the
use of check cards, which are similar to
debit cards, has progressively expanded.

4. e-Money
The daily average use of e-Money
reached 86 thousand transactions in the
first half of 2012, for a value of 100 million won. These figures were down 56.7
percent in volume terms and 47.4 percent in value terms from the same period one year earlier. The light use of eMoney was attributable mainly to the
expansion both in the use of credit cards
and check cards for retail payments, and
in that of credit cards having concurrent
transportation post-payment functions
and T-money, both of which compete
with e-Money in the mass transportation field.

Payment and Settlement Trends in the First Half of 2012

and the rate of income tax deduction
high, while check cards are now accepted 24 hours a day at all shops taking
credit cards, and their additional services
have been expanded to be on a par with
credit cards. The number of check cards
issued accordingly increased by 10.8 percent, from 80.26 million at end-June
2011 to 88.94 million as of end-June
2012.
Daily average prepaid card use meanwhile totaled 130 thousand transactions
in the first half of 2012, worth 4.6 billion won, down by 17.3 percent and
21.9 percent respectively from the same
period the year previous. The decreased
use of prepaid cards was attributable to
the reduction in demand for gift cards, a
kind of prepaid card, in favor of various
gift certificates, and to changes in the
business strategy of some card companies involving ceasing to recruit new
prepaid card subscribers.
The daily average figures for use of
debit cards meanwhile reached 1,812
transactions for a total value of 70 million won in the first half of 2012, representing decreases of 21.6 percent in volume and 28.3 percent in value compared to the first half of 2011. Debit card
use has been on a steady decline－as the
number of shops accepting debit cards is
smaller than that of those accepting
credit cards, the operating hours of the

[Table 5] Use of e-Money1)
(daily average)

units : thousands of transactions, millions of won, %
2011

2012

%

1st half

Changes

1st half

2nd half

Volume

199

126

86

-56.7

Value

194

141

102

-47.4

Note: 1) e-Money, including K-cash, Mybi and Visacash,
can be used only up to the amount charged to an
IC card and solely in e-Money-affiliated shops.
Source: Korea Financial Telecommunications &
Clearings Institute

11) Debit cards can be used only during the operating hours of the debit card system, from 08:00 to 23:30.
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Ⅲ.

Payment and Settlement Trends by Payment Systems

[Chart 6] Payments via BOK-Wire+
(daily average)

<Volume>

(thousands of transactions)

1. Large-value Payment System
The daily average volume of domestic
currency funds settlement through
BOK-Wire+ in the first half of 2012
totaled 13,278 transactions, for a total
value of 222 trillion won. This represented a decrease of 8.1 percent in volume,
but an increase of 5.9 percent in value
over the first half of 2011. This was
attributable to the fact that of domestic
currency funds settlement, securities settlement funds transfers decreased by
16.0 percent in volume, but increased
by 33.9 percent in value, from the same
period of the previous year.
The decrease in settlement volume of
securities settlement funds was ascribable to a decline12) in transfers through
BOK-Wire+ as settlements between
stock-related institutions shifted to the
DVP2 method in the wake of the implementation of a“measure to introduce
an advanced securities settlement sysQUARTERLY BULLETIN / SEPTEMBER 2012
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(trillions of won)

<Value>

tem. ” However, their settlement
amount increased, centering on financial investment companies as Repo
transactions between institutions
expanded.13)

12) As“the strategies for securities market settlement systems upgrade”were brought into effect on January 16 2012, the former method of bilateral netting (DvP3) used for institutional (OTC) stock settlements has been replaced by the multilateral netting method (DvP2). According to this, the daily average volume of fund transfers for the OTC stock settlements during the first half of 2012 stood at 355
transactions, sharply downed from the same period of the previous year (3,008 transactions).
13) Daily average inter-institutional repo transactions more than doubled from 12.8 trillion won in the
first half of 2011 to 27.8 trillion won in the first half of 2012. Accordingly, daily average settlements of
inter-institutional repo transactions through DVP system expanded from 7.8 trillion won to 19.3 trillion won.

(daily average)

Unit : millions of transactions, trillions of won, %
2011

2012

V
A
L
U
E

<Volume>

Funds transfers
13,444
among participants
Call Funds
1,413
(Call Transaction System) 1,403
(General Transfers)
10
Securities Funds
8,530
( DvP System )
7,430
(General Transfers)
1,100
Foreign Exchange Funds
951
(CLS System)
29
(General Transfers)
922
Customer Funds transfer 1,364
(Receiver-designated
888
funds transfers)

13,676

12,242

-8.9

1,387
1,379
7.7
8,889
7,882
1,007
820
30
790
1,275

1,527
1,518
8.4
7,166
5,965
1,201
836
30
806
1,253

8.0
8.2
-13.3
-16.0
-19.7
9.2
-12.1
3.5
-12.6
-8.1

838

820

-7.6

(General Transfers)
476
Net Settlements
248
Others
938
Funds transfers between
1,010
BOK and participants
Treasury Funds
945
Transfers
BOK Loans and Discounts
22
Government and Public
43
1)
Bond transactions
Domestic Currency
14,454
Funds Transfers Total
Foreign Currency
9.5
Funds Transfers
Funds transfers among 195,670
participants
Call Funds
48,310
(Call Transaction System) 47,945
(General Transfers)
365
Securities Funds
50,022
( DvP System )
24,962
(General Transfers)
25,060
Foreign Exchange Funds 18,114
(CLS System)
2,303
(General Transfers)
15,811
Customer Funds transfer 31,728
(Receiver-designated 20,786
funds transfers)
(General Transfers)
10,942
Net Settlements
19,424
Others
28,071
Funds transfers between
14,021
BOK and participants
Treasury Funds Transfers 4,651
BOK Loans and Discounts 783
Government and Public 8,587
Bond transactions1)
Domestic Currency Funds 209,691
Transfers Total
Foreign Currency
Funds
266
Transfers2)

436
248
1,057

433
249
1,212

-9.1
0.2
29.2

964

1,036

2.6

902

977

3.4

22

22

0.5

40

37

-13.6

14,640

13,278

-8.1

9.1

8.4

-11.6

192,173

209,344

7.0

44,123
43,937
186
54,953
30,224
24,729
16,322
2,282
14,040
29,616

45,713
45,523
190
66,990
37,193
29,797
16,528
2,505
14,023
30,696

-5.4
-5.1
-48.0
33.9
49.0
18.9
-8.8
8.8
-11.3
-3.3

18,902

18,972

-8.7

10,714
19,869
27,289

11,724
19,101
30,316

7.2
-1.7
8.0

11,862

12,644

-9.8

4,173
712

4,684
725

0.7
-7.4

6,977

7,235

-15.8

204,035

221,988

5.9

318

253

-4.7

Notes: 1) Issuance and repayment of government bonds and
Monetary Stabilization Bonds, and government and
public bond repurchase agreement transactions
2) Unit: million dollars

(daily average)

%

1st half 2nd half 1st half Changes

V
O
L
U
M
E

[Chart 7] Securities Funds Transfer
via BOK-Wire+
(thousands of transactions)

(trillions of won)

Payment and Settlement Trends in the First Half of 2012

[Table 8] Payments via BOK-Wire+

<Value>

Meanwhile, settlement through the
call transaction system decreased by 5.4
percent in volume over the first half of
2011 owing to the reduced transaction
volume14), as the demand for call transactions was replaced by that for the
Repo transactions between institutions
following change in the system in the
short-term financial market. Settlement
of foreign exchange transactions

14) During the first half of 2012 the daily average call transactions stood at 52.7 trillion won, decreased by
16% from 62.8 trillion won during the same period of the previous year.
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decreased15) by 8.8 percent in value over
the first half of 2011 notwithstanding
an expansion of interbank foreign
exchange transaction volume owing to
a multilateral netting effect, as funds,
which had in the past been settled
through the general funds transfer system, are now settled through the CLS
system. Net settlement between institutions participating in transactions
through the retail payment systems
decreased by 1.7 percent in value over
the same period of the previous year.
Meanwhile, funds transfers between
participant institutions and the BOK
decreased by 9.8 percent in value over
the same period of the previous year as
the transaction volume of national and
public bonds shrank in a movement
centering on BOK sales of RP.

2. Retail Payment Systems
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(Check Clearing System)
Daily clearing of checks and bills
through the check clearing system in
the first half of 2012 averaged 1.36 million transactions for a value of 18.0 trillion won. These figures represented
decreases of 26.0 percent in volume and
20.3 percent in value from the same
period of the previous year. The decrease

in check and bill clearing volume was
attributable to a drop in the use of
cashier’s checks, especially of the
100,000-won denomination. The
decline in clearing value, meanwhile,
was mainly owing to a decrease in the
volume of settlement of promissory
notes.

[Table 9] Payments via Check
Clearing System
(daily average)

Unit : millions of transactions, trillions of won, %
2011

2012

%

1st half 2nd half 1st half Changes
Cashier’s checks

V
O
L
U
M
E

V
A
L
U
E

1,816

1,497

1,340

-26.2

1,735

1,432

1,277

-26.4

1,494

1,231

1,090

-27.0

Non-preset value

81

66

63

-21.6

Promissory notes, etc1)

20

18

18

-12.7

Preset value
(100,000-won
denomination)

Others2)

5.5

4.8

5.2

-5.1

Total

1,842

1,520

1,363

-26.0

Cashier’s checks

3,255

2,873

2,566

-21.2

387

321

293

-24.3

149

123

109

-27.0

Non-preset value 2,868

2,553

2,272

-20.8

Promissory notes, etc1)15,783 13,343 12,114

-23.2

Preset value
(100,000-won
denomination)

Others2)
Total

3,606

3,463

3,360

-6.8

22,645 19,680 18,039

-20.3

Notes: 1) Including current account checks, household
checks and bills of exchange
2) Includes postal money orders, notices for call fund
settlement, receipts for securities principal and
interest payments, etc.
Source : Korea Financial Telecommunications &
Clearing Institute

(Giro System)
Average daily transactions through

15) Each member’s positions in the CLS system is calculated by multilateral netting and settled across central bank accounts, so that participant institutions can reduce their settlement liquidity substantially.
(The scale of the effect of the reduction in settlement liquidity thanks to use of the CLS system stood at
91% in the first half of 2012).

[Table 10] Payments via Giro System
(daily average)

Unit : millions of transactions, trillions of won, %
2011

2012

%

1st half 2nd half 1st half Changes
Paper-based Credit
1,190
Transfers

1,189

1,149

V
3,677 3,616 4,077
O Electronic-based
L Direct Debits1)
3,203 3,145 3,590
U Standing Orders2) 159
163
174
M
Direct Deposit
E
316
309
313
3)
Services

Total
Paper-based Credit
Transfers

V Electronic-based
A Direct Debits1)
L
2)
U Standing Orders
Direct Deposit
E
Services3)

Total

-3.5
10.9
12.1
9.9
-0.9

4,867

4,806

5,225

7.4

317

312

374

18.3

494

452

551

11.5

300

273

352

17.0

41

43

47

15.7

153

136

152

-0.4

811

764

925

14.2

Notes : 1) Automatic transfer from a payer’s deposit
account to a recipient’s deposit account on the
contract date, as a method of payment for
example of electricity, telephone, insurance and
payment card bills.
2) Automatic transfer on the contract date from a
customer’s deposit account to the deposit
account of a financial institution designated by
that customer, used mainly for remittances of
principal and interest on loans and deposits into
installment savings accounts.
3) Lump-sum transfers from a payer’s deposit
account to the deposit accounts of a number of
recipients, especially for payment of wages or
pensions.
Source : Korea Financial Telecommunications &
Clearing Institute

Among them, paper-based transactions decreased by 3.5 percent in volume but increased 18.3 percent in value,
while electronic-based Giro transactions

rose 10.9 percent in volume and 11.5
percent in value due to an expansion in
the use of Giro Direct Debits, including
Giro automatic transfers to pay health
insurance premiums.
(Interbank Shared Networks)
The average daily figures for settlement through the interbank shared networks in the first half of 2012 reached
11.22 million in volume and 37 trillion
won in value, representing increases of
6.7 percent and 8.5 percent respectively
over the same period in 2011.

Payment and Settlement Trends in the First Half of 2012

the Giro System registered 5.22 million
transactions worth 925.5 billion won in
the first half of 2012－increases of 7.4
percent and 14.2 percent respectively
from the same period of the previous
year.

[Table 11] Payments via Interbank
Shared Networks
(daily average)

Unit : millions of transactions, trillions of won, %
2011

2012

%

1st half 2nd half 1st half Changes

V
O
L
U
M
E

V
A
L
U
E

Electronic Banking
5,374
System
(Internet banking) 2,548
(Firm banking)
1,588
IFT System
426
CD/ATM System
1,490
CMS System
3,110
Local Bank Shared
0.4
System
E-commerce
109
Payment System
EFT/POS System
2.3
Total
10,511
Electronic Banking 29,734
System
(Internet banking) 15,705
(Firm banking) 10,794
IFT System
3,466
CD/ATM System
743
CMS System
462
Local Bank Shared
4.1
System
E-commerce Payment 20
System
EFT/POS System
0.10
Total
34,429

5,632

5,888

9.6

2,753
1,633
407
1,550
3,080

2,961
1,698
397
1,630
3,194

16.2
6.9
-6.8
9.4
2.7

0.4

0.3

-18.9

109

107

-2.1

2.0
1.8
10,779 11,218

-21.6
6.7

31,300 32,460

9.2

16,449 16,988
11,488 12,018
3,493 3,583
762
792
473
495

8.2
11.3
3.4
6.7
7.0

4.3

4.3

3.4

20

21

8.6

0.08
0.07
36,053 37,355

-28.3
8.5

Source : Korea Financial Telecommunications &
Clearing Institute
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Breaking this down by individual system, use of the electronic banking system saw increases of 9.6 percent in volume and 9.2 percent in value terms,
centering around the use of Internet
banking and Firm banking. IFT System
use on the other hand decreased by 6.8
percent in volume, while rising 3.4 percent in value, as customer visits to the
issuer’ window decreased with the
expanded use of the electronic banking
system while the average value per
transaction showed an upward trend.
The average daily figures for settlement through the interbank CD/ATM
system increased by 9.4 percent in volume and 6.7 percent in value from the
first half of 2011. Meanwhile, CMS system use increased slightly from the same
period the year before and that of the ecommerce payment system and the
local bank system both increased in volume, but decreased in value. The use of
the EFT/POS Systems showed a downward trend.
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Developments in Payment and Settlement
Systems

To enhance the payment and settlement system’s stability and efficiency,
the Bank of Korea devoted efforts
throughout the first half of 2012 to

improving the relevant systems while
strengthening its payment and settlement system supervisory activities.
First, the BOK exerted efforts to
enhance the stability of large-value payment system by reinforcing its Business
Continuity Planning (BCP) centering on
countermeasures against partial or temporary problems that may occur related
to the operation of BOK-Wire+. It also
made efforts to strengthen the efficiency
of the retail payment system, along with
Korea Financial Telecommunications &
Clearings Institute and institutions participating in the bill clearing system, by
advancing the time for transfer of other
banks’ cashier’s check to cash from
14:20 the next business day to 12:20.
At the same time, the Bank of Korea
exerted efforts to solve such problems in
the securities settlement system as settlement delay and gridlock occurring
around the closing time of BOK-Wire+.
It pushed continuously ahead with the
“Measures for Advancing the Securities
Market Settlement Systems”it had prepared jointly with the Korea Exchange
and the Korea Securities Depository in
November 2009. For detailed implementation of the measures, it consistently
carried out consultations with relevant
institutions and market participants and
improved related regulations and computer systems. Accordingly, the payment settlement bank of the on-floor
stock market was changed from com-

thereby to enhanced understanding of
the payment and settlement system and
strengthening the transparency of system operation.
Meanwhile, as a member of the BIS
Committee on Payment and Settlement
Systems (CPSS), the Bank of Korea has
been participating actively in discussions on enactment of global standards
in the payment and settlement field,
while at the same time establishing and
pushing ahead with detailed plans to
smoothly comply with the“Principles
for Financial Market Infrastructures
(FMI)”that the CPSS and the technical
committee of the International Organization of Securities Commissions
(IOSCO) jointly drew up with relevant
institutions.

Payment and Settlement Trends in the First Half of 2012

mercial banks to the Bank of Korea on
Jan. 16 this year, enhancing the stability
of payment settlement. It also introduced a Continuous Net Settlement
(CNS) system for securities settlement,
easing uncertainties following settlement delay.
In case of settlement between stockrelated institutions, securities are settled
by case and payments are netted among
multilateral parties so that securities necessary for on-floor settlement are supplied swiftly and the necessary settlement liquidity reduced, enhancing the
efficiency of securities settlement. As the
settlement opening time of exchangetraded national bonds was brought forward from 16:00 to 9:00 from Feb. 20
and the Bank of Korea supported the
intra-day liquidity (daily average of 1.9
trillion won during the first half of
2012) necessary for bond settlements
through the RP method to financial
investment companies and Korea
Exchange, financial institutions’ burden
on settlement liquidity eased and efficiency was enhanced.
In April 2011, the Bank published its
“ Payment and Settlement System
Report”, in which it reviewed payment
and settlement trends at home and
abroad, the status of settlement risk,
oversight of the payment and settlement system, major global issues, future
tasks and policy directions in the payment and settlement field, contributing
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Appendices

Monetary Policy Decisions
July ~ September 2012

Monetary Policy in July 2012
The Monetary Policy Committee of
the Bank of Korea decided today to lower
the Base Rate by 25 basis points from
3.25% to 3.00%.
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Based on currently available information, the Committee considers some economic indicators in the US to have
shown signs of deteriorating, and the
sluggishness of economic activities in the
euro area to have deepened. Growth in
emerging market countries as well has
continued to slow, mostly on sluggish
exports. Going forward the Committee
expects the pace of global economic
recovery to be more moderate than originally forecast, and judges the downside
risks to growth to be intensifying further,
due chiefly to the high degree of uncertainty surrounding the euro area fiscal
crisis and to the possibilities of international financial market unrest and economic slumps in major countries.
In Korea, the Committee appraises the
trend of economic growth to have weakened more than originally anticipated,
with the rates of growth in exports and
domestic demand remaining at low lev-

els. On the employment front, the
uptrend in the number of persons
employed is being sustained, led by the
higher age groups and the service industry. The Committee anticipates that the
domestic economy will sustain a negative
output gap for a considerable time going
forward, due mostly to the increase in
euro area risks and the sluggish
economies of its major trading partners.
Consumer price inflation fell to 2.2%
in June, and core inflation also dropped
slightly. The Committee forecasts that
inflation will remain below the midpoint
of the inflation target for the time being,
despite pressures to hike public utility
fees for instance. In the housing market,
sales prices remained weak and leasehold
deposits maintained their levels of the
previous month in Seoul and its surrounding areas. The uptrends of both
sales and leasehold deposit prices in the
rest of the country slowed.
In the financial markets, the Korean
won has appreciated substantially against
the US dollar with the easing of international financial market unrest, while
stock prices and long-term market interest rates have fallen slightly, affected for

crisis and the international financial markets persisting.

Looking ahead, the Committee, while
closely monitoring external risk factors
and the consequent changes in financial
and economic conditions at home and
abroad, and also continuing its efforts to
lower inflation expectations, will conduct
monetary policy so as to stabilize consumer price inflation at the midpoint of
the inflation target over a medium-term
horizon amid continuing sound growth
of the economy.

In Korea, the Committee appraises the
trend of economic growth to have
slowed, owing to lackluster exports and
domestic demand amid a continued surplus in the current account. On the
employment front, the uptrend in the
number of persons employed is being
sustained, led by the higher age groups
and the service industry. The Committee
anticipates that the domestic economy
will sustain a negative output gap for a
considerable time going forward, due
mostly to the increase in euro area risks
and the sluggish economies of its major
trading partners.

Monetary Policy in August 2012
The Monetary Policy Committee of
the Bank of Korea decided today to leave
the Base Rate unchanged at 3.00% for the
intermeeting period.
Based on currently available information, the Committee considers the economic recovery in the US to have weakened somewhat and the sluggishness of
economic activities in the euro area to
have deepened. Growth has also continued to slow in emerging market countries, due mostly to the impact of the economic slumps in advanced countries.
The Committee expects the pace of global economic recovery to be very moderate going forward as well, with the uncertainties surrounding the euro area fiscal

Monetary Policy Decisions

instance by receding expectations of economic recovery at home and abroad.

Consumer price inflation came in low
at 1.5% in July, owing chiefly to the
ongoing stable trend of international oil
prices and to favorable weather conditions, and core inflation also posted a significantly low figure. The Committee
forecasts that inflation will remain at a
low level for the time being, despite for
instance pressures to hike public utility
fees and the instability of international
grain prices. As for housing prices, those
in Seoul and its surrounding areas
declined at a faster pace and their
uptrend in the rest of the country slowed.
In the financial markets, price vari73

ables have shown fluctuations influenced
mainly by the changes in international
financial market conditions and revisions
of domestic and world economic forecasts; stock prices have risen and the
Korean won has appreciated against the
US dollar. Long-term market interest rates
have fallen substantially, due mostly to
the impacts of the economic slowdown
and of last month’s Base Rate cut.
Looking ahead, the Committee, while
closely monitoring external risk factors
and the consequent changes in financial
and economic conditions at home and
abroad, and also continuing its efforts to
lower inflation expectations, will conduct
monetary policy so as to stabilize consumer price inflation at the inflation target over a medium-term horizon amid
continuing sound growth of the economy.

Monetary Policy in September
2012
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The Monetary Policy Committee of
the Bank of Korea decided today to leave
the Base Rate unchanged at 3.00% for the
intermeeting period.
Based on currently available information, the Committee considers the economic recovery in the US to have weakened somewhat and the sluggishness of

economic activities in the euro area to
have deepened. Growth has continued to
slow in emerging market countries as
well, due mostly to the impact of the economic slumps in advanced countries.
The Committee expects the pace of global economic recovery to be very modest
going forward and judges the downside
risks to growth to be large, owing chiefly
to the spillover of the euro area fiscal crisis to the real economy and to the possibility of the so-called fiscal cliff materializing in the US.
In Korea, the Committee appraises
economic growth to have been weak, as
domestic demand has alternated between
improving and worsening and exports
have exhibited a downtrend. On the
employment front, amid its continued
uptrend led by the higher age groups and
the service industry, the number of persons employed increased by a greater
margin in the manufacturing sector as
well. The Committee anticipates that the
negative output gap in the domestic
economy will be sustained for a considerable time going forward, due mostly to
the prolongation of the euro area fiscal
crisis and to the sluggishness of the global economy.
Consumer price inflation came in low
at 1.2% in August, owing primarily to the
base effect and to the easing of demand-

horizon while continuing its efforts to
lower inflation expectations and ensuring
that the growth potential is not eroded.

Monetary Policy Decisions

side pressures, and core inflation which
excludes the prices of agricultural and
petroleum products also continued to
run at a low level at 1.3%. The Committee sees inflation picking up going forward, influenced largely by the recent
typhoon damage and the instability of
international oil and grain prices, but
forecasts that it will remain below the
3.0% midpoint of the inflation target for
the time being. As for housing prices,
those in Seoul and its surrounding areas
sustained their downtrend, and those in
the rest of the country generally stabilized at their levels of the previous
month.
In the financial markets, price variables have fluctuated in response mainly
to international financial market conditions and to the domestic outlook for
economic activity and expectations for
monetary policy; stock prices have risen,
long-term market interest rates have fallen slightly, and the Korean won
exchange rate has fluctuated within a relatively narrow range.
Looking ahead, the Committee will
closely monitor external risk factors and
the consequent changes in financial and
economic conditions at home and
abroad, and conduct monetary policy so
as to stabilize consumer price inflation at
the inflation target over a medium-term
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Organization of the Bank of Korea
(As of September 2012)

MONETARY POLICY COMMITTEE
GOVERNOR
SENIOR DEPUTY
GOVERNOR

AUDITOR

DEPUTY
GOVERNORS(5)

DEPARTMENTS
IN HEAD OFFICE
(14)

•Planning & Coordination
Department
•Communications
Department
•Information Technology
Department
•Personnel & Administration
Department
•The Bank of Korea
Academy
•Research Department
•Economic Statistics
Department
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DOMESTIC
BRANCHES
(16)

•Macroprudential Analysis
Department
•Monetary Policy &
Markets Department
•Payment & Settlement Systems Department
•Currency Department
•International Department
•Reserves Management
Group
•Economic Research
Institute

OVERSEAS
REPRESENTATIVE
OFFICES (5)

•Busan
•Daegu &
Gyeongbuk
•Mokpo
•Gwangju &
Jeonnam
•Jeonbuk
•Daejeon &
Chungnam
•Chungbuk

AUDIT
DEPARTMENT

•Gangwon
•Incheon
•Jeju
•Gyeonggi
•Gyeongnam
•Gangneung
•Ulsan
•Pohang
•Gangnam

•New York
•Frankfurt
•Tokyo
•London
•Beijing

The Bank of Korea’s Internet Web Site
1. Press releases and publications are posted on the Bank of Korea’s web Site
(http://www.bok.or.kr)
2. Internet Web Site Menus are set out below :

Monetary Policy

Financial Stability
Payment Systems
FX & Int'l Relations
Research Papers
Currency
Press Releases

About BOK

Objectives of Monetary Policy
Monetary Policy Framework
Monetary Policy Committee
Monetary Policy Decisions
Monetary Policy Instruments
Monetary Policy Transmission Mechanism
Monetary Policy Reports
Monetary Policy since the Global Financial Turmoil

Recent Papers & Publications
By subject
Periodicals
Books
BOK Working Papers
Other Papers

Monthly
Quarterly
Semiannual
Annual

Governor’s Message
Introduction
Organization
Function
Releases & Publications
The Bank of Korea Act
Location
The Bank of Korea CI
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List of Publications
Periodical
Title
The Bank of Korea
Annual Report
Financial Statement Analysis
Financial System in Korea
The Korean Economy
Annual Report on the Payment and
Settlement Systems
Monetary Policy Report
Financial Stability Report
Economic Papers
Inflation Report
Quarterly Bulletin
Economic Analysis
BOK Economic Outlook
Monthly Bulletin
BOK Working Papers
BOK Economic Brief
BOK Economic Review
BOK Issue Note
Monetary Policy in Korea

Frequency

Language

Annually
Annually
Annually
Annually
Annually

English
English
English
English
English

Annually
Semiannually
Semiannually
Semiannually
Semiannually
Quarterly
Quarterly
Quarterly
Monthly
Occasionally
Occasionally
Occasionally
Occasionally
Occasionally

English
English
English
English
Korean
English
English
Korean
Korean
Korean
Korean
Korean
Korean
English

Dissemination
Type*
P, O
P, O
O
O
O
O
P, O
P, O
P, O
P, O
P, O
P, O
P, O
P, O
P, O
O
P, O
P, O
O

Frequency

Dissemination
Type*

Monthly

P, B

* Note ∶P : printed publication, O : available on-line at the Bank of Korea’s web site
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Title

Contents

Major national economic statisMonthly Statistical tics covering money and banking, prices, balance of payments,
Bulletin
foreign trade, industry, employment, national accounts, etc.

Title

Contents

Frequency

Economic Statistics Statistics included in the Month- Annually
Yearbook
ly Statistical Bulletin and others
Principal Economic Principal indicators and the statistics included in the Monthly Semimonthly
Indicators
Statistical Bulletin
Statistics on monetary aggregates(M1, M2, M3, etc.), the
Money & Banking principal accounts of CBs & SBs
Monthly
Statistics
and other financial institutions,
capital market trends, principal
interest rates, etc.
Statistics on the issuance and
withdrawal of banknotes and
Regional Financial coin by the BOK’s branches, the Monthly
Statistics
deposits and loans of the BOK,
CBs & SBs, other financial institutions by province, etc.
Current account, capital
account, financial accounts,
Balance of Payments exports & imports by type of Monthly
goods, indexes of foreign trade
and terms of trade, etc.
Brief review of price movements, statistical compilation
procedures and statistics on the
Price Statistics
producer price index for 923 Every 5 years
Summary
commodities, and export and
import price indexes for 227
and 222 goods.
Brief analysis of price movements and statistics on producer
price index, export price index, Monthly
Monthly Prices
import price index, prices of
major world trade commodities,
etc.

Dissemination
Type*
P, B
B

B

B

B

P, B

B
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Title
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Contents

Frequency

Outline of compilation method,
inter-industrial structure of the
Korean economy, transactions
Input-Output Tables tables, input coefficients matri- Every 5 years
ces, production inducements
coefficients matrices, supporting tables
Principal indicators of national
accounts, consolidated accounts
National Accounts for the nation, income accounts Annually
by institutional sector, capital
finance account by institutional
sector, supporting tables
Gross domestic product by kind
Gross Domestic
of economic activity, expendi- Quarterly
Product
ture on gross domestic product
Summary of survey results,
description of survey methods,
explanation of company
accounts and financial analysis
Financial Statement ratios, statistics of estimated balance sheets, income statements, Annually
Analysis
statistics of cost of goods manufactured, funds flow statements
and financial ratios, series of
major countries’ financial
analysis ratios, etc.
Financial surpluses and deficits
by economic sector, fund raising and investment by nonFlow of Funds
financial sectors, the financial Quarterly
sector’s sources and uses of
funds, accumulation of financial assets

Dissemination
Type*

* Notes ∶P : printed publication,
B : on-line database system (ECOS, accessible via the Bank of Korea’s Web Site),
C : CD-ROM

B, C

P, B, C

P, B

P, B

P, B

List of Bank of Korea Working Papers*
Serial No.
2010-1
2010-2
2010-3
2010-4
2010-5
2010-6
2010-7
2011-1
2011-2
2011-3
2011-4

Title
Japanese Income Gap : Current Status and Its Implication
In the Post Crisis Debate about the FRB’s Position
The Major Contents of U.S. Reforming Financial Acts and Forecast
The Implications of the cases of Sovereign Debt Default
for the Southern Europe’s Financial Crisis
The Current Status and Implication of the Business in low income groups
(BOP: Base of the Economic Pyramid)
Policy Implications of the IT Industry-oriented Growth
The Major Contents of Wall Street Reform and Consumer Protection Act
Business Succession in Japan : Present Practice and Its Implication
Korean Overseas Construction : Current Status and Challenges
The Arrival of“the Period of Displaced Elderly”in Japan and Policy in Response
Analysis of supply chain in manufacturing industries

* Published in Korean only.

List of Bank of Korea Economic Brief*
Serial No.
Title
2010-12 Decline in Household Savings Rate and its Policy Tasks
2011-1 The Background of the Increase in the Volatility of Won/Dollar Exchange
Rate and its Implications
2011-2 Analysis of Factors Affecting the Changes in Term Structure of Interest Rates
2011-3 Characteristics and Current Status of Nonviable SMEs
2011-4 Current Status of and Suggestions for Quality Job Supply and Demand
2012-1 Analysing the Sluggish Money Growth after the Global Financial Crisis

* Published in Korean only.
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Titles of Articles Appearing in Monthly Bulletin*
October 2011 ~ September 2012
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October 2011
◇⃞ Analysis of the effects of Total Factor Productivity on Employment
◇⃞ Flow of Funds in the First Half of 2011
November 2011
◇⃞ The Relationship between Financial Development and Economic Growth
◇⃞ Trends of Total Deposit at Commercial & Specialized Banks during the first half of 2011
December 2011
◇⃞ Comparative Study of Major Central Banks’Oversight Framework of Payment and
Settlement Systems
◇⃞ Current World Economic Movements and Future Outlook
◇⃞ Major Details of the 8th Bank of Korea Act Revision
January 2012
◇⃞ Restoring Fiscal Soundness and its Influences on Monetary policy
◇⃞ Price Trends in 2011
◇⃞ Financial and Foreign Exchange Market Trends in 2011
February 2012
◇⃞ Influence of Changes in Employment on Wages
◇⃞ Details of Major Revisions of Financial Legislation in 2011
March 2012
◇⃞ The Impact of Uncertainty on Economic Growth
◇⃞ Payment and Settlement Trends in 2011
◇⃞ Balance of Payments in 2011
April 2012
◇⃞ Substitution and Income Effects of a Rise in the Exchange Rate on Consumption and
Investment
◇⃞ National Accounts in the Year 2011
May 2012
◇⃞ Analysis of the Knock-on Effects of Individual Factors Driving Change in Oil Prices and
Re-building the BOK’s Model of the Global Economy (BOKGM)
◇⃞ Flow of Funds in 2011
June 2012
◇⃞ Analysis of Effects of Increased Overseas Direct Investment on the Current Account
Position
◇⃞ European Monetary Union : Situation, Alternatives, and Prospects
◇⃞ 2011 International Investment Position by Region and Currency
* Published in Korean and English(Summary only)

July 2012
◇⃞ Effect of Factors Behind Oil Price Changes on Industrial Production
◇⃞ Case Studies of Central Banks’Credit Risk Management and Their Implications
◇⃞ The Current World Economic movements and Future Outlook
August 2012
◇⃞ Major Characteristics and Implications of General Public Inflation Expectation Indicators
◇⃞ Analysis of Determinants of Bank Lending in Korea
◇⃞ Payment and Settlement Trends in the First Half of 2012
September 2012
◇⃞ Current Development of ETFs in Korea and its Policy Implications
◇⃞ Balance of Payments in the First Half of 2012

83

Titles of Articles Appearing in Quarterly Bulletin
June 2009 ~ June 2012

June 2009
◇⃞ Address upon the 59th Anniversary of the Foundation of the Bank of Korea
◇⃞ Current Economic and Financial Movements
◇⃞ Summary of Financial Stability Report
◇⃞ Flow of Funds in 2008
◇⃞ Financial Statement Analysis for 2008
◇⃞ The Structure of the Korean Economy on the 2007 Input-Output Tables
September 2009
◇⃞ Current Economic and Financial Movements
◇⃞ Payment and Settlement Trends in the First Half of 2009
December 2009
◇⃞ Current Economic and Financial Movements
◇⃞ Summary of Financial Stability Report
◇⃞ Flow of Funds in the First Half of 2009
March 2010
◇⃞ Current Economic and Financial Movements
◇⃞ Analysis of Price Trends in 2009
◇⃞ Payment and Settlement Trends in 2009
June 2010
◇⃞ Governor’
s Bank of Korea 60th Anniversary Address
◇⃞ Current Economic and Financial Movements
◇⃞ Summary of Financial Stability Report
◇⃞ Flow of Funds in 2009
◇⃞ The Structure of the Korean Economy : Analyzing the 2008 Input-Output Tables
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September 2010
◇⃞ Current Economic and Financial Movements
◇⃞ Monetary Policy Statements
◇⃞ Financial Statement Analysis for 2009
◇⃞ Payment and Settlement Trends in the First Half of 2010
December 2010
◇⃞ Current Economic and Financial Movements
◇⃞ Monetary Policy Statements
◇⃞ Major Characteristics and Performance of BOK-Wire+
◇⃞ Outcomes of 2010 G20 Summit and Future Tasks
◇⃞ Summary of Financial Stability Report
◇⃞ Flow of Funds in the First Half of 2010

March 2011
◇⃞ Current Economic and Financial Movements
◇⃞ Monetary Policy Statements
◇⃞ Price Trends in 2010
◇⃞ Payment and Settlement Trends in 2010
June 2011
◇⃞ Governor’
s Address upon the Bank of Korea’s 61th Anniversary
◇⃞ Current Economic and Financial Movements
◇⃞ Monetary Policy Decisions
◇⃞ Summary of Financial Stability Report
◇⃞ Flow of Funds in 2010
◇⃞ The Structure of the Korean Economy : Analyzing the 2009 Input-Output Tables
◇⃞ Policy Responses to Moderate Capital Flow Volatility
September 2011
◇⃞ Current Economic and Financial Movements
◇⃞ Monetary Policy Decisions(Jul.~Sep.)
◇⃞ Financial Statement Analysis for 2010
◇⃞ Payment and Settlement Trends in the First Half of 2011
December 2011
◇⃞ Current Economic and Financial Movements
◇⃞ Monetary Policy Decisions(Oct.~Dec.)
◇⃞ Summary of Financial Stability Report
◇⃞ Flow of Funds in the First Half of 2011
March 2012
◇⃞ Current Economic and Financial Movements
◇⃞ Monetary Policy Decisions(Jan.~Mar.)
◇⃞ Major Contents and Significance of the 8th Bank of Korea Act Revision
◇⃞ Analysis of Price Trends in 2011
◇⃞ Payment and Settlement Trends in 2011
June 2012
◇⃞ Current Economic and Financial Movement
◇⃞ Analysis of the Knock-on Effects of Individual Factors Driving Change in Oil Prices and
Re-building the BOK’s Model of the Global Economy(BOKGM)
◇⃞ Flow of Funds in 2011
◇⃞ Summary of Financial Stability Report
◇⃞ Monetary Policy Decisions(Apr.~Jun.)
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