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<E26> B AEF e

Fad AN E (S %)

da= 71 EHY9 Z3 5 HEHE
1981 72.20% 14.10% 13.70%
1982 72.70% 12.90% 14.40%
1983 73.70% 12.30% 14.00%
1984 72.710% 12.80% 14.50%
1985 73.70% 11.90% 14.50%
1986 75.40% 11.80% 12.80%
1987 73.70% 11.50% 14.80%
1988 73.10% 10.70% 16.20%
1989 73.10% 9.80% 17.20%
1990 71.70% 9.60% 18.60%
1991 70.80% 9.60% 19.60%
1992 70.90% 8.90% 20.20%
1993 69.30% 9.90% 20.90%
1994 69.10% 9.90% 21.00%
1995 68.00% 9.60% 22.40%
1996 638.90% 8.80% 22.30%
1997 68.60% 8.20% 23.20%
1998 70.00% 6.80% 23.20%
1999 73.70% 7.30% 19.00%
2000 72.40% 7.60% 20.00%
2001 72.60% 7.00% 20.30%
2002 74.20% 7.30% 18.50%
2003 74.40% 6.70% 19.00%
2004 74.00% 6.50% 19.50%
2005 74.40% 6.50% 19.10%
2006 74.80% 6.50% 18.60%
2007 76.40% 6.20% 17.40%
2008 80.20% 5.10% 14.70%
2009 81.20% 4.90% 13.90%
2010 81.90% 5.10% 13.00%
2011 81.20% 5.40% 13.40%
2012 82.10% 5.60% 12.30%
2013 81.70% 5.70% 12.60%
2014 81.50% 5.70% 12.90%
2015 82.60% 5.60% 11.90%

A FEAY, A7

Z7]1E2AF (2016),




<E27> YR YTFAY FEW P (A9 %)

o
d= 71289 ] HEEY
1981 71.1% 7.0% 21.8%
1982 71.4% 6.8% 21.7%
1983 71.4% 6.9% 21.7%
1984 71.2% 7.3% 21.5%
1985 70.7% 7.5% 21.8%
1986 70.9% 7.1% 22.0%
1987 71.0% 7.0% 22.0%
1988 70.9% 7.6% 21.5%
1989 70.3% 7.7% 22.0%
1990 '70.0% 1.7% 22.3%
1991 69.6% 7.5% 22.9%
1992 70.3% 6.5% 23.2%
1993 71.0% 5.9% 23.1%
1994 71.5% 5.9% 22.1%
1995 71.6% 6.2% 22.2%
1996 71.6% 6.2% 22.2%
1997 71.3% 6.7% 22.0%
1998 71.8% 6.1% 22.1%
1999 72.6% 6.1% 21.3%
2000 72.9% 6.7% 20.4%
2001 73.0% 6.6% 20.5%
2002 73.4% 6.5% 20.1%
2003 74.3% 6.8% 18.9%
2004 74.6% 7.1% 18.4%
2005 74.3% 7.1% 18.6%
2006 74.0% 7.1% 18.9%
2007 74.0% 7.3% 18.7%
2008 74.8% 6.2% 19.1%
2009 75.1% 6.0% 18.9%
2010 76.2% 6.9% 17.0%
2011 75.6% 6.9% 17.5%
2012 75.6% 7.1% 17.3%
2013 75.7% 1.2% 17.1%
2014 74.9% 7.5% 17.5%
2015 74.6% 7.2% 18.2%

A $AA2016), FBRGEIEAGK TR A
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(1) g=to] 24AGDPAREY 18 &

AAGDPEEEC] L&E MAE FFES <E3H>9 ol vyttt 3
ARE R? = 20000] B2 AA WEFe] 2990 o] AWES zvy 91 37
o] 9] (F=13888, p<0.00D)st=z Z7I¥-Fe] agE FHF2Q IS F=
Ao Whgateit. DW AFE 3 & u a7t

3]
ofoFRTHDW 7Al4= 1-3 Aol 7Hd& 53kl

<E3PH> o uEE IAEA

TEAF N
FAA EFHA tValue
18E TS
Ay =3 -0.013188 0.004850 -2.719394
SHE S
0.002416 0.000648 3.726651
A AGDPE A&
R? 0.290009
AdjustR? : 0.269127
F 13.88793
P  (F-statistics)) : 0.000703
DW A4 1.468940
N 36

(2) o] AAGDPAAET A%
AAGDPEFE] AYdE VA= FFS <E36>H o] yErRTh 3
ARY R = 4152 o= A Wake] 415%0] ] AH S zta 9u AR
ol #9(F=24.15 p<0.00D)et2 2 ZA7|¥HEo] AdE] A I +
= Zo® WgaEddth. DW AlFE Fd B uf A7t SAG AR GHEHA

FofopgtH(DW A= 1-3 AteD= 7HE S S8k



TEHUS N
FA A EZ=Hxt tValue
AHE 78
At 0.348216 0.078310 4.446631
SHESs
-0.051441 0.010468 -4.913943
A AGDPAEE
R? 0.415273
AdjustR? : 0.398076
F 24.14684
P  (F-statistics)) : 0.000022
DW A4 1.056981
N 36

(3) ¥=ro 4HGDPYEEY dAZE}7HE

<HE3T> T FAdsHrbe 3]

A
4

ZFE&EWAS o o - =7 %

AABEANS 2S FAA EZAX tValue
g 62.18192 0.506890 122.6735
=Yg

A AGDPA 45 0.247083 0.067760 -3.646460
R 0.281133

AdjustR? 0.259990

F 13.29667
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<341> OECD =7pE 1 o] 7|4 d4 vl &

5;355 1985 | 1990 1995 2000 2005 2010 2013 2014 | 2015 | 2016

7 et 122 | 72 16.8 11.2 9.6 121 129 | 129 | 116 | 11.6
A e 43.7 | 381 | 425 42.6 41.4 40.1 405 | 427 | 428 | 444
=4 478 | 46.8 | 487 51.5 54.1 473 | 447 | 443 | 440 | 412
q= 13.1 | 19.1 | 18.1 25.5 33.3 376 | 413 | 376 | 355 | 395
= - 2.6 44 2.3 0.8 0.3 0.4 0.2 0.4 0.9
2912 - - 33.6 29 39 355 | 337 | 386 | 396 | 394
Kl 50.3 | 344 | 436 28 224 326 | 362 | 3B5.7 | 307 | 272

] = 9.5 5.5 9.7 6 11.8 290 | 259 | 230 | 187 | 133
Ll = 344 | 299 | 279 20 259 202 | 255 | 252 | 269 | 225
Ade 21.1 - 37.6 29 249 236 | 212 | 231 | 251 | 266
vigdgt= | 594 | 493 | 468 - 40.1 2716 | 356 | 399 | 436 | 427
FAANE= - 218 | 257 19.3 9.4 8.9 12.2 136 | 132 | 142
257?l 56.7 54 57.1 47.6 32.6 36.6 | 497 | 528 | 51.6 | 484
29l 114 | 121 | 278 26.4 - 17.3 170 | 168 | 176 | 16.8

ZF59: OECD (2016), Labour - Unemployment — Long—term Unemployment
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<3AZ> A7IWE eI RA (RS %)

7% | 93 opyE e o ae
2EApg 2zApg 22Aplg

1989 7.0 54.76 28.61 16.62
1990 9.8 54.23 28.96 16.81
1991 10.4 55.53 28.74 15.73
1992 6.2 57.41 27.71 14.88
1993 6.8 58.88 26.73 14.38
1994 9.2 57.90 27.85 14.26
1995 9.6 58.14 27.89 13.97
1996 7.6 56.81 29.60 13.59
1997 59 54.33 31.60 14.07
1998 -5.5 53.14 32.87 13.99
1999 11.3 48.44 33.60 17.96
2000 89 47.87 34.49 17.64
2001 45 49.16 34.60 16.24
2002 74 48.39 34.45 17.16
2003 29 50.47 34.74 14.79
2004 49 51.19 34.12 14.69
2005 39 52.14 33.30 14.57
2006 5.2 52.76 33.07 14.17
2007 55 53.98 32.39 13.64
2008 2.8 55.57 31.34 13.09
2009 0.7 57.07 31.00 11.93
2010 6.5 59.43 29.86 10.71
2011 3.7 61.28 28.68 10.04
2012 2.3 62.65 28.16 9.19

2013 2.9 64.37 26.89 874

2014 3.3 64.86 26.85 8.30

2015 2.8 65.46 26.45 8.09
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=7} = N 3 2Tt Al H A 5 A Tt A
IR 2013 2.09 1.25
Bl 2013 2.17 2.54
E/R=k=a= 2013 2.94 1.17
EE] 2013 2.32 1.79
gt P 2013 2.82 3.75
=4 2013 2.84 1.75
A 2013 2.41 2.92
o] ekgfof 2013 2.89 2.71
293l 2013 2.36 3.17
7ot 2013 1.51 0.21
SSEn 2014 1.59 0.54
)= 2013 1.17 0.33

A549 : OECD (2013), IAB Employment Protection Database
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ABSTRACT

Business cycle and Wage elasticity

- Korea and Japan comparison -

PARK, Jeong-wan
Department of Business Administration
Graduate School of

Sungshin Women'’s University

In the economy world where there are challenging competitions and
labor and employment problems, it is important to secure labor market
flexibility, which has become a key element of national development. After
Korea faced the foreign exchange and financial crisis in 1997 and 2008,
there have been various viewpoints on the labor market flexibility(Chung,
Hyun-yong, 2008). The labor market flexibility has declined significantly
between 1997 and 2007(Byun, Yang-kyu, 2009). Many domestic studies of
the labor market flexibility have been focusing on the relationship between
the business cycle and employment, but there is some focus on flexibility
studies emphasizing job creation. In Korea, the flexibility and stability of
the labor market have been falling since 1997, and the employment rate of
the labor market has been lower than the average of OECD countries and
has been stagnated over 10 years. Also, while an unemployment rate has
been relatively favorable, the employment based on the business cycle is

mutually independent, and it is difficult to expect job creation through the



economic recovery(Park, Jun-sung and Lee, Eun-soo, 2009). Usually,
implementing and wage indicators are used to determine the labor market
flexibility based on the business cycle. However, Song Tae-jung(2005)
suggests following elements as evaluation items to find the labor market
flexibility: the persistence of the unemployment shock, the elasticity of the
employment variables based on the business cycle, and the elasticity of the
wage based on it. From this, the labor market flexibility of Korea is not
as flexible as the employment and unemployment rates, and also it is not
responding flexibly to the business cycle. As a result, it is time to secure
the wage flexibility.

On the other hand, some international comparative studies on the
business cycle and wages have dealt with the labor market in the United
States and the United Kingdom, which are already known to have some
flexible labor market(Park, Sun-young, Shin, Dong - kyun and Huh,
Jae—jun, 2014). However, the research on Asian countries with different
economic constitution or system is in fact insufficient. In particular, Korea
has not been able to compare the domestic and foreign studies with OECD
countries due to lack of long-term time series of data. Many domestic
studies claimed that the wage flexibility after the foreign exchange crisis
improved in Korea. However, compared to Japan, Korea's wage flexibility
i1s relatively low. Therefore, this study examines whether previous studies
claim that the wage flexibility in Korea is lower than that in Japan by
examining the elasticity of each wage component, and if the wage
flexibility of Korea is rigid relative to Japan. Japan, which has a similar

historical background and labor market structure and system to Korea, is



considered to be more flexible in terms of employment(Byun, Yang-kyu,
2009).

Since the wage data constituent items are the same, through the
comparative study, the aim was to find the degree of wage flexibility
according to the business cycle and to draw policy implication of wage
flexibility. This study is based on the previously mentioned studies, and
the background of this study as follows. Firstly, the international business
cycle(real GDP growth rate) and wage elasticity using Korea's and Japan's
national data are compared. Whether differences exist between Korea and
Japan in terms of the business cycle and wage elasticity or not i1s
discussed. Secondly, the study analyzes the elasticity of wage composition
by the business cycle. The elasticity of each wage item is based on the
same series data of Korea and Japan. The changes in the wage
constitution items based on the business cycle such as the total wage
increase rate, the base wage increase rate, the variable wage increase rate
and the excess wage increase rate are examined in this study. Thirdly, the
study focuses on clarifying the causes of business cycle, wage elasticity,
and provide policy implications. The results of this study show that the
wage elasticity of business cycle is higher than that of Japan unlike the
previous claims that the wage flexibility of Korea is lower than that of
Japan. Firstly, the real GDP growth rate between Korea and Japan affects
the total wage growth rate. The total wage elasticity of Korea's real GDP
growth rate is larger than that of Japan. Secondly, comparing the effects
of the real GDP growth on the base rate of wage increase, the base wage

elasticity of Korea's real GDP growth rate is larger than that of Japan.



And the resilience of overpayment due to the economic fluctuation is larger
in Japan than in Korea. In Japan, the overpayment growth is more elastic
than the real GDP growth in Korea, which suggests that individual firms
responded to the business cycle by using internal labor resources, which
the resulted in excess supply and demand responding to the economic
growth. In addition, the elasticity of variable pay according to the economic
fluctuation in Korea is higher than that of Japan. Thirdly, the study also
conducts a VAR analysis(parallax analysis) to examine whether the
business cycle and wage variables affect the time difference between
Korea and Japan. As a result, Korea shows a time series in which the
business cycle and wages are responding flexibly to the economy as a
whole except annual fluctuations affect the wage in short term.

And in Japan, the total wage, the base wage, and the excess wage are
continuously influenced by the business cycle and the time lags from 1 to
3. In the case of variable wages, both Korea and Japan were independent.
Therefore, in Korea, the elasticity of wages due to the business cycle is
very adaptable, but the effect of individual time lag is almost non-existing.
Finally, the study identifies that higher wage flexibility in Korea compared
to Japan is due to the characteristics of wage system and wage increase
mechanism, while low employment flexibility comes from characteristics of
employment structure such as high employment protection index and
excessive protection of permanent workers. In addition, the regression
analysis of changes in employment variables (employment rate and
unemployment rate, etc.) due to the business cycle was confirmed. This

means that Japan has more flexibility in responding to the economic



situation than Korea. In other words, Japan has a policy of securing the
flexibility according to the business cycle through employment. Based on
the results of this study, the following suggestions can be made from this
study. Firstly, Korea reported higher wage flexibility than Japan because of
the nature of the wage bargaining of large firms, and the effect of the
mechanism that raises the base wage by the direct economic factors such
as the economy and the price. In the wage system, it 1S necessary to
examine whether it increases the rigidity of the wage system and to
establish an appropriate wage system. In addition, unlike Japan, it 1is
necessary to examine the variable wage which is falling in the total wage.
It is important to find an appropriate pay-mix policy in consideration of
the introduction and improvement of the flexible benefits that can be
carried out. Secondly, considering that wage and employment are in a
trade-off relationship in terms of labor market flexibility(Lee, Sun-kyung
and Choi, Chang-gon, 2012), it can be said that Korea's wage flexibility is
higher than Japan due to low employment flexibility. It is also important to
consider indicators of excessive protection of permanent workers and high
employment protection indices among OECD countries, and to ensure
flexibility of labor market through policies to improve them. Thirdly, the
results of this study suggest that Korea has secured their labor market
flexibility through wage flexibility, but it is necessary to seek ways to
improve it through various policies that are dedicated to the labor market
flexibility via wage flexibility.

As Korea is entering the era of low growth and aging, it is necessary to

establish a long—term direction and various policies of wage along with a



strategy for securing flexibility through employment and to find a way to
secure long-term wage flexibility beyond the existing short-term wage

policy.

Keywords : wage elasticity, business cycle, labor market flexibility
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1989 40.8 23.3 - 2003 34.9 15.1 172
1990 39.5 22.3 185 2004 34.0 149 17.3
1991 37.3 21.2 20.0 2005 33.6 14.7 16.9
1992 37.3 20.2 19.9 2006 32.8 13.8 16.0
1993 37.9 19.1 19.8 2007 31.8 134 -
1994 37.1 18.6 19.8 2008 31.3 13.0 158
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2002 36.0 154 17.3 2016 25.5 10.6 -
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g 44 GDP FEAZTEA | GANAZEAR | dE8FHZEA
s A E H] & o] & B &
1989 7.0 54.76% 28.61% 16.62%
1990 9.8 54.23% 28.96% 16.81%
1991 104 55.53% 28.74% 15.73%
1992 6.2 57.41% 27.71% 14.88%
1993 6.8 58.88% 26.73% 14.38%
1994 9.2 57.90% 27.85% 14.26%
1995 9.6 58.14% 27.89% 13.97%
1996 7.6 56.81% 29.60%% 13.59%
1997 5.9 54.33% 31.6096 14.07%
1998 -55 53.14% 32.87% 13.99%
1999 11.3 48.44% 33.60%% 17.96%
2000 8.9 47.87% 34.49% 17.64%
2001 45 49.16% 34.60% 16.24%%
2002 74 48.39% 34.45% 17.16%
2003 2.9 50.47% 34.74% 14.79%
2004 4.9 51.19%% 34.12% 14.69%
2005 3.9 52.14% 33.30%% 14.57%
2006 5.2 52.76% 33.07% 14.17%
2007 55 53.98% 32.39% 13.64%
2008 2.8 55.57% 31.34% 13.09%
2009 0.7 57.07% 31.00%6 11.93%
2010 6.5 59.43% 29.86% 10.71%
2011 3.7 61.28% 28.68% 10.04%
2012 2.3 62.65% 28.16% 9.19%
2013 2.9 64.37% 26.89% 8.74%
2014 3.3 64.86% 26.85% 8.30%
2015 2.8 65.46% 26.45% 8.09%
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