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The Causal Relationship between ICT Growth
and Employment in Korea

Sukyeong Kim" - Sang-Yong Tom Lee

Abstract

From the success of TDX and CDMA to today’s social media boom, Korea’s ICT has achieved an
amazing growth for the last couple of decades. However, in spite of ICT’s role as an engine of growth
in Korea, there have been concerns that ICT growth would negatively affect national employment due
to the labor substitution effect. While some scholars insist that ICT would positively affect employ-
ment because it will enlarge the size of industry itself, many people blame ICT as a main culprit of
rising unemployment rates. In this study, we try to empirically find the true effect of ICT growth on
employment in Korea. We use the data of ICT productions, ICT investments, and various industries
employments from 1995 to 2011. The methodologies we adopted for this study is Granger causality
tests and impulse response functions based on vector autoregression (VAR) model.

We find that ICT has negative impact on service industries, while it has positive impact on manu-
facturing industries. Meanwhile, ICT has no statistically significant impact on ICT industry itself.
Since the impacts of ICT on employment are mixed, we can argue that ICT should not be blamed for
the main cause of low employment. We suggest a direction of future policies to utilize ICT for vitaliz-

ing employments in Korea.

Keywords: ICT Growth, Employment, Granger Causality Test, Impulse Response Function, Vector
Autoregression(VAR)
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