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A Study on IT Service Industry Policy for Global Competitiveness

Hyunsoo Kim**

B Abstract ®

An efficient industry structure is essential for competitive IT Service industry in a global world. The purpose of this
research is to derive a policy direction paradigm for strengthening IT service industry structure. To find an effective
policy direction, an in-depth analysis on deep-rooted problems of IT service industry has been conducted. The
root-causes of industry problems are found with new perspectives on IT service industry. Past and present policies
on IT service industry have been reviewed based on desirable industry behavior. A new policy paradigm and a roadmap
for efficient industry policy are suggested. To justify adequacy of new policy direction, global benchmarking has been
performed. USA, Germany, and Japan's IT service industry has been reviewed based on global competitiveness and
desirable eco-system. And an in-depth analysis has been performed for two big competitors, India and China, The
adequacy of the new policy paradigm has been tested, and mostly approved. IT service industry policy needs to be
transformed from manufacturing concepts to service concepts, from domestic focus to global focus, from zero-sum
policy to positive-sum policy, from supplier focus to market focus, from internal industry itself to co-growth with main
industries. etc. The results of this study can be used for policy adjusting and policy making to strengthen IT service
industry's global competitiveness and to improve long-term performance of Korean economy. Further in-depth
researches with quantitative analysis will be needed to fully justify the adequacy of the derived new policy directions.

Keyword : IT Service Industry, Global Competitiveness, Industry Policy Paradigm
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Share of ICT manutacturing in total manufacturing
value added, 2006

I Computer and office C_] Radio, TV, communications
[ RestICT manufacturing

51

Finland 114
Japan 0.2
Hungary 7.8
Ireland 27
Sweden' 1.7
United States 26
United Kingdom' 23
Austria 18
Mexico? 04
Germany Percentage 1.0
France point change A1

Czech Republic in the share 22
Denmark 1995-2006 04
Canada (%) 16
Norway 0.2

Italy 0.0
Netherlands 24
Belgium 0.6
Greece' 12
Australia 03
Portugal' 1.0
Spain I I . -5

A& 1 OECD, OECD Information Technology Outlook(2008).
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Share of ICT services In total business services
value added, 2006

I Computer and related services

[ Telecommunications [ Rest ICT services

Ireland s
Finland A
United Kingdom' 2.1
Sweden' 27
Netherlands 3.2
Hungary 2.8
Norway 2.5
Czech Republic®* 3.2
Belgium® 23
United States 0.3
Denmark 15
Canada 13
Italy 2.2
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—- _ Percentage i
point change 1.6
1 'in the share 1.0
Germany® B 1995-2006 -0.6
Austria [ (%) 04
Greece"'* W ] 0.8
Japan® — 1.1
Mexico® I, } 0.7
0 5 10 15
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12 843 67 M

Siemens Communications 121;) 57 A2 365 7 )

cse M 777 777

Tata Consultancy Senvices 83.0
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Percent
Olndia B South Korea @ Australia and New Zealand W Greater China Southeast Asia

2} & : Gartner, Dataquest Insight : Consulting and Systems Integration Market Continues to Grow in Asia/Pacific
and Japan(2007. 10/ID : G00152171).
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11.9%

M Customized software
[ software products

] Processing (secondary business)

MEMH[A A

144 %

36.6%
122%

5.0%

5.4%

~
26.4%

B Processing

[ Facility management

[ Database

I Research

[ Others

[l Software development (secondary business)

3] : MET], “Annual Survey for IT Services Industry
20067, (2007. 11).
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(E Ty 22 IT Service Top 10 719 oi&72 &

Estimatedv Japanese IT Services Total Employees in R _
Vendor revenues in FY 2007/08 in .U.S$ Japan(approx.) WA o e
million
Fujitsu LTD 5,100 120,000 80%
NE N&SI 2,582 120,000 >90%
Hitachi IS 1,859 7,000 -
NTT Date 1,800 27,000 -
IBN Japan 9,630" 16,000 -
HP/EDS 6,000" 9,000 -
Nihon Unisys 2448 9,500 100%
CSK Holdings Corp 1,982 11,019 90%
NRI 1,708 4,800 -
Fujisoft 1,707 10,529 100%

=2 Ovum, 2009.

Software
ca
Network ; i
Digital
Appliances
(O3 12] =2

ARgehE HolHA P AHIAE tdllshs Adlew
29| TTAH] 2 2493} frAbehan, xEsge] 41
A(Software Industry) Az 3 Zo] 7|4 A
ES AAIA FESE WAoo g XU E A
AL et 715g s REA WgEE &
EgolE ofulsiu], meba] o e Az 24
GAe EAL IR Q) AE AJFe A A
A A o 10%E AAste] v dgos 2
AA 2918 WA AT gk A ax
Ego] A2 714 LEEgoIRTR: FEY

P

>~ o

—Yi [H e of

B>

Eqlof Mele] PR SA

ZEY o] 7f¥(Custom software development) -
o] HFo] EA4 Y =t FEY AZEY Y s
(Custom software development)e] A A A|#e] <k
53% o] S AA|FtaL Qi W, AZEY Y AFE
AMare. A# A)Ae] 8% A wo|th

Ao AT xA B WesA AT
7b Zatrke Zojth tiie] Hj=Y 2Tt Sy
Aol Haso] ar, AAl 2912 HEAE TR
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o4 o1Z ok 4 JITHORCD, 2000). 224 24
A Aol F4e AT 5 Y= A

& A A EE"ﬂCﬂ AN B, AR
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o oo] A7 3919] AGTFEE FHA G M= 7}
& A ETE A %%1 o] AZEZ o] @ ITAH
2 AR R 4089 FE ARR olF AXE
o] Aol 1809 fr2, ITA 2 AlAo] 3059
& FFROITH2007d 71%).

=Y AFHoR LxEI ] 7 HofE
2AY AR 2E Aleebs 12 AZ EQ) o) (Primary
Software) 719 Bt} 714] - AR} - AEa} - A - &
& A2 7ol Bt AbYolA AL ESJolE Ada)
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F7F 20 Btk Y 57 714 AZEY
o9 B%E Q=7|o] AkAetaL qitk ol gk A
oA 5L ZRFA Oﬂi‘ S Bt 9 SR
o 2b=m 7] Aol iAo R we A
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#7174 NP5 Xﬂﬂf& g REo AZE S V)
ALY ITAH 2 7] E(Captive or 3rd Party)

= A o7t v =

= AZTEY o] B ITAH 2 7|92 F 65441

AA ICT Fol &3k 7142k 72,000
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(7 8 o= 2ZE 0o MEAIZE 4& F0|

oo

(&$] : US $ Million)

2005~2006 2006~2007 2007~2008 2008~2009E

Exports Domestic  Exports Domestic  Exports Domestic  Exports  Domestic
IT Services 13,305 4,476 17,850 5531 23,100 7882 26,909 8,322
BPO 6,300 914 8,410 1,097 10,930 1,576 12,343 1,941
Eﬁ;ﬁgﬁgﬁ;ﬁiﬁd 400 1329 4942 1600 6400 2234 T8 2260
Hardware 534 6,500 477 7978 500 11,497 300 11,807
Total 24,189 13,219 31,679 16,206 40,880 23,189 47,339 24,329
Exchange Rate 4.1 449 40.2 45.7

7 : NASSCOM, 2009, "Strategic Review 2009,.

(USD billion) Break-up of Exports by service

line, FY2000€

100%=USD 47.3 billion
[ Domestic [l Exports " Hardware

Hardware

640

FY2006 FY2007 Fy2008 FY2009E

=2 NASSCOM, 2009.

Fe ITAH| 27 giR2s X skar 9l 2ol F N AGE B &Y qfRelth
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2 Fo] Aol g etar gl whd, st of TEZE AR AFAR] F5 T4 220
AFE A Ae] 06% AR A9 EAlF] ¢l o} 20099 1% IT-BPO A1 &9 4% 5+ 473
thal S| elo] opt} 20099 9% AZEY 0 o] IR 9% HA AZEY ] A 66%Z 2+
Al A TTAH] 2252 3529 Fel & A A7) oF AskaL ek 9% AZEYO] FEoA & HFS
5% AEZS x}A8}a, BPOBusiness Process Out- A5 Hoks ITA R~ BE(ofZgAo) A )
sourcing) A4S oF 1489 welg ol o] F uhoQl=el #e, HAE)oR AA FEIFE
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