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The Role of ICT on Productivity Growth in Service Industry

Nam-Hee Kimt - Gi-Hong Kim* t

ABSTRACT

Korean service industry has been rapidly growing so far and economic trends in korea is shifting
to service economy. However Information Communication Technology (ICT) investment and use in
service sector are still relatively low in comparison with US. Keeping the current state of the
service industry in mind, this paper is to review the potential productivity growth of service
industry empirically by analyzing the effect of ICT on total factor productivity after investing the
ICT using outlook of Korean service industry. The results show that service sectors, with more
using ICT, show high productivity growth and stable TFP change during the financial period.
Sectors with lower using ICT are more sensitive to changes in the business environment when
compare to sectors with highly using ICT. Concerning the period of 1997-1999, the TFP growth
of most of sectors slowed down and turmed to recovery immediately afterwards, 2000-2002.
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