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1. M4% Mgt

SElvehs 19603 FuF o]F =S AEsle] 1960dh (19629 ©1F) 9
1970l = 10% 2] 21 37 , 1980 thell = 9% 9 n&5YEE
olojztth. 1990 tell= 7% el BEES 7SI olEd & AFER <
3 Feluete A AR 714 =rFes grheskeh SRt 2000 d el Sl
AAYGEC] 4.7%2 s, 2010ddeE 2.9% 2 g% "olAh 20204
2t 2% <o FE R vk AAA w4 (2016) = 1990 o] % -2
uete] AzlggdEel sdvitk 1%4 stetela glvke AMdE F53hEA, ©]& 5
1% sfkel A olgtm WHslsth. a2 2030dthelE 0% 7+ A473E<] 8t

28 kel dntm Ameta ek
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3} @e] UehiA, Fdaie dAB ol Fadte el 7] wielth
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3.
ghste] 2000 te] 375 atete] T 291 AT Eo] Fhae| 71”] 6&@1 3
bt 2010 S22 (TFP) S7H w37k 471 4748 stete] el
gQlog gt Fa kAl A% 7lodx=E 20008 1. 9%l 20101 tH
0.7% % 3A #Aaded, ot FaaArkgel stgko] 20104 o] &7] A%
S AR 7P 23 240 Ha ok AElshd, 199039 A E



4% 49l AANFE Peshl AFE A 247t Faag
A e o, elveelel Feaad Z7hec] 2 B3 AL vl

4
o] 74Eel #EARN 9= vA 7hedol Ak U (Table Dellxe] vl 7]
gl mad, FLAYY S7HE] wbdEe] 1% 5 AAIE 20209
o (2023-30) o= 1.9%, 2030 ddiel= 1.3%, 2040ddiellE 0.7% 2 o5
Ik weE FF 7] 4EES @R ol ksl Erka stk

o,
2
%,
N,
i
2

(Table 1) Contribution to Long-term Growth by Growth Factor

economic lahour capital Total fa.ct.,or
growth rate productivity
1980s 9.1 2.0 4.3 2.9
1990s 7.2 1.0 3.8 2.3
past 2000s 1.7 0.8 2.0 1.9
2010s 2.9 0.9 1.4 0.7
2020s* 1.9 0.0 0.9 1.0
Future 2030s 1.3 -0.3 0.7 1.0
2040s 0.7 -0.7 0.4 1.0

Note: The 2020s refer to the period from 2023 to 2029.
Source: Requoted from Kim, In-Jun & Young-Seop Lee (2023).

2. A5 BHS

OECD wid] wr2d 2021 715o & & o $ghvgte 35| 4E
o7 T IR HriEa Qlh $eueke] A YAISTE 0. 3312 @Ali\% =
g, 9@ dEEGE WA, fie YRR SyFERYE =1, vw g =7t
197] F7tl = AR & FAE Ho A59] EHFo| & %ﬂoﬂ &3},

1) KDI2021) e} mlef AARAE Aol YANE FeiAHd F71&E 201040
0.7%HTHE & 1.0% 2 Hetn gled) ol S22 2718 F419) wdo] Bast
= A evlalE A,
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(Figure 1) Gini Coefficients of Major OECD Countries
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Source: Statistics Korea (KOSTAT).

SEIMER 59 BYEL UvliE feiee] ASEUEREE e Aow
grlEn, Selvelel SEMES 5,82, e (1011 v=6.6 2 96,49
Brhe AR i 1705 o4 SHAR 259 BHEES} Be Ao 3

ZhaTh 3 AAAS 71FoR SRS AAYRE BEgke 20139 10. 3904
20199 11. 6744 A5stAtht 202396l E 10. 72 kiAo ds] & 4
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14 9% Hl W=l vl v 2 otk S feluete] A5 B9
T AYASFY, SEEE 2eln i WZER 7k ¥ OECD 7ilA
w2 T7M S3dva & = 9

3. M| Ao st ity

Pl FoaAard AEC] 199090 2. 3% 201003 0.7% 2 318}
& ARSI e SR S AvRTIE it S8
- (2024) o] x| waw feluete] wEYid 2 Al OECD=7H vl 3d
3] G A7 BRI OECD 3705 % 279103 A9 mBAaad e
nl= o] 61% S FY WH] 60% FEelvl, G7 oiH] 68%,

;O

F?‘i

2
BN
? r
1o
o
offt
o=
[
oX,
rlo
N
ko
rx
™
A
f

o =& FEolARt, AMH 2o =F A

H7h & 483 v} Alxdel Ak

9] 101%, 599 116%, 9] 137%°]x G79] 117%, OECD #Hite| 127%

Z AxYe wBAME v B FFolth AN AH| Y] wEA S
1%

n=9] 51.5%, =99 79.3%, Y9 102.2% <colal G794 66.

(Table 2) Comparison of Labor Productivity Levels in Manufacturing and
Services between Major Countries and South Korea
(Major Countries = 100, Purchasing Power Parity Basis)

comparative country manufacturing industry Service sector
Germany 116.5 79.3
USA 101. 1 51.5
England 134.9 87.8
Japan 137.5 102. 2
G7 117.3 66. 1
OECD 126.7 73.9

Source: prepared by the author, based on data from the Korea Productivity Center (2024).



ael Ve A% F219e B 11

1o 73.9% 2 OECD F2.3¢l| vle] @A 3] ¥he ot} ((Table 2 Fx). w
A et mEAgo] AR R W o7t Alzg] el Aabde] Bl o
Tol ofet Mu|agie] grbde] v7] wiEolgta & 4 Stk

AT Auagie] g S A Ey 53 2o frE - 54 - o] 59
ol W= tiH] 53.5, 5L di¥] 70.9, G7 ti¥] 63.52 F8 Azl HejA v
gk OECD 7t thH] 69. 45 71 =ate] dAnbA oz uj§- ot
). FeivElE Ao v maly] 9 54 - Suidle] SAR] Hl ol

=]
zo AWAQl Aulxgde] YAYE 6% Bolmeln k.2

SV
o

gy

1

&
Ul
BN
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ol
Hir

(Table 3) Relative Labor Productivity Levels by Service Industry in South Korea
Compared to Major Countries (Major Countries = 100)

Overall Service Distribution, Fogd, Information and | Finance and |Other Service
and Accommodation .
Industry Communications | Insurance sector
Industry

Germany 79.3 70.9 78.4 111.4 69. 6
USA 51.5 53.5 61.2 83.2 46. 4
England 87.8 79.8 85.1 78.0 64.2
Italy 79.0 61.5 78.0 91.8 90. 1
Japan 102. 2 85.7 100. 5 114. 4 109. 7
France 75.7 65.6 71.4 117.5 56. 5
G7 66. 1 63.5 71 89.7 63.3
OECD 73.9 69. 4 73.3 90 73.5

Source: Korea Productivity Center (2024), International Comparison of Labor Productivity.

At o g Azl Bla] AH|~de] AFibo] vk AEEE Holxwt, 1 AR

= I7PER Apol7t gtk fejuete] Au|2aq] = A2 AlE]] the] 49.4

= Az L] Aol ¢te & o] (<Tab1e 4H A=2).

o] 66.4%, =Y 72.5%, Z=2 83, 0=

87.6%, OECD #Hire] 84.6% U= 7&&‘3}‘3 AA 8] 2 otk 5, Feuet

Mu 2=} AYakdol Azl vlsl frds] W

2) e 28EQ HlFe FAAS 71FoR Ravlge] 28.8%, w450l 19.6% 2
AR (e 2AY, 2022). B9 OECD X}EOﬂ oslm Mul2g] FAREIAN +%

=2 - o] FARHE HFo] 36.4% 2 HY 29.3%, T2 27.6%, VT 3L2%E F
2 xR E,
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(Table 4) Productivity Gap between Manufacturing and Services (Manufacturing = 100)

Korea USA Japan Germany | France

Labor Productivity of the Service
Industry Compared to the 49. 4 97.0 66. 4 72.5 83.6
Manufacturing Industry

Source: Korea Productivity Center (2024).

FEvehs FA719S AGAITEY FARKER AR Bk vl o] ulg- Eoh S
A7) 45 (2022) B wWEW F47192 ARG A 71Fo® 805Te.2 A A<
99. 9% AAstaL FAAFEZE 1,895 02 81.0% 5 AA|skaL Utk 3 oY
& F27199] vl OECD =7k} Bl vl Eof F/d91ds 2Alsta 3
th vt F47199] 7ol Adelahr] wiEel 8RIFE Ve R A
ok 2ok 1-249%1 ol 71 Al a8HFo] FeluEte 86% o8 Hl= (42%),
ZG2(53%), = (54%), =L (59%)l Hlsl €538 H=& FX|o|vH(OECD,
2021). vt FA719S e vl Hls) a18H]Fe] tiehs] Eol a1 ol
AgA w9 Fad J&E ot e E & Utk

Al FEE AL Bl BEEe 1490 o]ake] ARRIA] FAEAL Bl Zo] Z1A) <]
33%%5 AABEAL 5-991 ofste] ARIAl FARA} HIFo] 12.6% = 991 olste] AFAA
SAA] H]Fo] 45.6% 5 AASka UTH((Table 5 #2). $2ue} =Exk9] 45%

ool 991 olste] aqti Z]dell FAKSIAL Slo] ATt FAIZIH SAARS] H] 5o
S =5 & 5 Utk

FEluERe] 991 ofste] A/dE<l (Micro Enterprise) 3 2719 FARF HISE
OECD Fate] ¥lall =& whd, 571942k th714e] SAE wl5-& OECD ket

vt} v A9l 7199 FUEA] HlEe SElvelt OECD HatEoh WA g,

(e]

3) AZFAME Fa7]do] 2R H|Fo] 97.4%0°|3L FAAFERERE 70. 2% ©|th
4) el Aeddo] ;g H|Fo] 24, 6% 2, o|lgelole] 22%, ol 13%, Yo 9%,
ulZ2e] 7% | w|¢ =k we OECD Hi 16% Bt 84 =t21d7&).
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F719001 t71gle] #A71A) BlEE OECD %3 fAlehe), o A3 Selve
24309 e OECD Buct She W, tirldelt 371999 gaie
OECD %Ht} =t

(Figure 3) Job Share of Enterprises with 1-249 Employees and 250 or More
Employees in OECD Countries
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W 250 or more emplyees M less than 250 employees

Source: OECD, OECD SME and Entrepreneurship Outlook 2021: Country Profiles, 2021.

(Table 5> Job Share by Business Size (2021)

business size (employee) job share (%)

1~4 33

59 12.6
10~-29 16

30~99 15.4

100~299 9.2

300~499 3.2

more than 500 10.6

Source: National Business Survey (2021).
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AL 48. 6% stk WA wl=e] - 25091 o] ARRIAIS] =FA
2H3& 100012H o 10-491¢] AFFAlS] =E AL 50. 5% ©] 3L 50-99%1 AR
E=ERAEE 60%, 100-2499) AFEA 9] =F YL 6% o] 2Tt ]2
AIA TR =EAY el Aol = Qls) o] Apo| = TAsh=| euEte]
749 25091 o ARgAel dFE 100012k @ w 10-49%19] AMdAS] AT
51.3%°13L 50-99<1 AFAAS] 152 58.5%, 100-24991 AFAAIS] 152 65.3%
of B3sity. oAl ARIAl TFRE R =T Aol7t AT dFe] Aol A
Al EAska ik &, fRlute] tlear]dzt A Aag dE AR 2=k
o 27 vehda ok
Feletell A 7143 g Azt Aot 2 olfte TR 7Y T47]
A3 A el Axpt 94%4 t27] mZoltt. feluehe v=Tt L vlel
al

o]
H
£} G BEE ] gl 5, Seldael dolse v o
Hle) BRAeE FRob 26 wel Falge AviHos fust 4] wE
.5 b Sehtel Axgiel AL g FeEe vasy gFud 54

]

%ﬂlt A9 9] 7GR w5 Bl B o5 2tk gk A
AR (2024) o) whEH 10091 719A19] =AM S 1000] 2k & o 1-491 71
2L 31%, 5991 7199 =L 59%, 10-49Q] w=BAAA L

| ety S AxHGH v TRIF SR wel =sALd ol AR

U} (Figure 5 #x). 18] f2vke}l 2 AH| =] AT
1-4%19] AP A2 HlFo] 87.6%, 5-921 ARAAFE HF<] 7.8%°]
o) @ 18H|FE BH 14219 AlgAle] :8H]Fo] 38.8%, 5-92 ARIA|<]
DEH|Fo] 14.4%, 10-49%0 ARAA] 18H])F0] 21.4% & A8t ok &
SHolA] 4921 o]st AFFA TR 8B Fo] 74. 6% E AFASkAL Qo] gt AL
A agH]Fo]l YEH O R =T ((Table 4) Fx). e iAol @
AH) 2 JF0] FAAL HFo] S W o el AiMdo] Holxle G AR V]
B FAAL BlFo] szob HREAQL AH| 2 F7o] ikdo] Holxinh

5 FEivet 7o B 18 RE B=Y] 138%, DB 126%°l BekAnt 47199
%, B2 4% =g (F==A7AEs], 2023).
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(Table 4) Industry Structure by Business Size (employee) in the Service Sector (2022)

1~4 5~9 10~49 50~99 more than 100
number of establishment 87.6 7.8 4 0.3 0.2
employee 38.8 14.4 21.4 6.6 18.8
value added 19.9 14.1 26.3 8.3 31.4

Source: Korea Productivity Center (2024), Labor Productivity in the Service Sector.

(Figure 5) Labor Productivity by Business Size in the Service Sector
(100 or More Employees = 100, 2022)

120%
100%
100%
80% 74% 75%
59%
60%
40% 31%
0%
1~4 5~9 10~49 50~99 100 or more
people

Source: Korea Productivity Center (2024), Labor Productivity in the Service Sector.

(Figure 6) Comparison of the Gap between Large and Small-Medium Enterprises
by Service Industry (2022)

Business Facility I 115.2
Sewage and Waste Management NN ©7.9
Repair and Other Services NN 73.8
Health and Social Service I 63.6
Professional, Scientific, and Technical... IS 54 .9
Education IS 50.7
Arts, Sports, and Leisure IS S50
Whole Service business I 46.7
Accommodation and Food Service I 411
Information and Communication I 29.3
Wholesale and retail trade N 284

(o] 20 40 60 80 100 120 140

Note: Labor Productivity of Small and Medium Enterprises Compared to Large Enterprises.
Source: Korea Productivity Center (2024).
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2 AWIE =Y 7 Joh 2y welvehs A HE o3 A 717t
iAoz At Faagdel 7lols Whad), AdwEas, Jdad 8 HE
ot g Ay AY ey, HEAY % AT Etel] g A ol =e v
T S iR E Il o9k ALY 7107k thR-Eoltt (el &< <, 2019). o]+ FElut
gl A FdE3 FA719] HIsol 5l E76t FA7Ide] Aadol v
well Fell g izl E vig- B Ae= Helth

(Figure 7) Productivity and Employment Growth by Business Age

productivity growth rate employment growth rate

@ &

QE_
- -]
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£ )
Fua | =

S Bl

s 8

0 B 10 15 (3 5 10 15
Age AGE

Source: Requoted from Lee Yun-Soo (2023).

(Figure 8) Productivity (TFP) Growth Rate of Young Enterprises
(Manufacturing, Less Than 10 Years in Operation)

20

10

o -

Source: Lee Yun-Soo et al. (2023).
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(Figure 9) Contribution to Productivity (TFP) Growth of Young Enterprises
by Technology Level

%
15 (%)
1.3
1.2
1.0
0.7 0.7
0.6
‘ 0.5
0.5
0.2 0.2
0.0
cutting edge  high technology ~ Medium and low
Technology Technology low technoloay
M 19395~2000 ® 2001~2005 = 2006~2010 = 2011~2013

Source: Kim, Minho (2017).

Ao Fe el A% A Z7Hgo] AuiHen kol Fe A
o P A4 27189 sjeto olojd 4 slok. Y] $elehe AT
18 RE B 2] AF 549 Phcke A% wolw ATk ol A F47]
(A2 104 w7 ] A2bgo] F&8) "ol m 9l8eln e1g 4 o ((Figure
7 @), EY Figure 8) FAA B = d%0] B 719le] 2RaI] 2010
dr) So] 749 sjetaln . 54 AvlErths D& BoplAel 21 7]
Qo) Ak 271l Sl A et Sl (Tigue 9 32, ol2Al 3¢

ARAA ] Aok 3 A2 ARAY T ST stk Al HA
o] QYN E Hojmgle g9lo g ZEshs Ao vielbH,

o2 7199 9d%Ad F88 98-S sk o] JAIFARE&D) 9dl $-2v
gke] FATEATRE GDP ] 2.83% & OECD =7l 2912 A8t Q)
(OECD &A). 18]a $-Evete] 4719 R&D 1RE 2A] eof 2] R&D2
20%%E A8t gith. R&D ldsS Fdste 7199 vlee A&HH o= F7}
atod 20220 42. 5% AR, WP oz vl & = e Al
28271909 vFL steehe FA1E Hola th((Figure 10) #x). o]
A

& R&D FAH HojEn Qgols B7Ea Sl 45 PEo] AlAY

tlo et By
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A ole] aeh R&D Aol ETpgel Tiet ool Al glow, Bt
FIH9 A9 F7 vhle] sH,

(Figure 10> Share of Innovation Activities in Small and Medium-sized
Manufacturing Enterprises (%)

45 42.5
20 39.3
35.8
35
30
25
20
15
10
5.4 5.3
: ] ]
0 I
2018 2020 2022
M Percentage of Companies Engaged in Innovation Activities (%)
M Percentage of Market-First Innovative Companies

Source: Kim, Sun-Woo (2024), Directions for Redesigning R&D Support for Small and
Medium-sized Enterprises.
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Challenges for Small and Medium Businesses in Korea

for Future Growth*

Hongkee Kim™*

Abstract

South Korea achieved a high growth rate of 7-8%, earning its reputation as
a miracle country of economic growth until the mid-1990s. However, since the
1990s, the long-term growth rate has drastically declined, recently hovering
around 2%, with projections suggesting a potential drop to near 0%.
Additionally, income inequality is relatively high among OECD countries,
exacerbating social and political conflicts. This study focuses on the problems
of small and medium enterprises (SMEs), particularly noting that the service
sector and smaller businesses, which are primarily SMEs, are experiencing
declining productivity. The large productivity gap between large corporations
and SMEs is identified as a cause of slow growth and inequality. To address
these issues, it is crucial to enhance the productivity of SMEs, especially
service-oriented and smaller businesses. This paper highlights the importance
of fostering a dynamic business ecosystem and improving SME productivity as
primary tasks. Promoting competition and innovation, and achieving economies
of scale through business expansion are necessary to enhance productivity.

Key Words: small and medium enterprise, productivity, low growth rate, inequality,
scale-up, dynamic business ecosystem, evidence-based policy
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