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Table 1. Labor Force Participation Equations:

Males by Age Cohort

R EHESHSEME HEX HEER  BHe g
Age
Variable O - - —
14~19 20~24 25~49 50~59 60"
Constant 1.9284 0. 00096 —0. 2409 —0. 2498 —1.0102
(2.13) (0.01) (-10.22) (—2.43) (—2.16)
SER —0.2819 —0.0979 — - —
(—1.98) (—=2.74)
RPy 0. 43709 0. 0248V —0.0168 0.1436 1.1604
(1.60) 0.39) (—1.29) (1.78) (2.89)
RGNP —0. 0013 —0. 0058 — — -
(—0.01) (—0.05)
UPM — 0. 0594 —0.0538 -—0.0481 0. 0339
(—1.76) (—17.39) (3.3 (0.55)
WAGE — 0. 0411 0. 00052 0. 00839 0.1244
(0.15) 0.39) (1. 20) (3.35)
D71 —0. 1558 — — 0.0124 -
(—1.92) (0.89)
LAG (—D 0. 8856 0.5322 —0. 0190 —0.0633 —0.2482
(7.67) (2.94) (—0.30) (—0.30) (—0.97)
R? 0. 9766 0.9436 0.9768 0.7426 0.6283
SEE 0. 0899 0.0196 0. 000091 0.0119 0. 0031
Note: 1) RPy(zj) was used for RPy 2) Numbers in paren:};e;;s ﬂrepresent ¢-statistics.
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Fig. 1. Labor Force Participation Rates: Males

by Age Cohort
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Fig. 2. Labor Force Participation Rates: Females
by Age Cohort
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Table 2. Labor Force Participation Equations: Females by Age Cohort

FRR EEEDHSME FEX HERKR  wiEd 39

Age
Variable
14~19 20~24 25~34 35~59 60*
Constant 1.6406 —1.1077 0. 2558 0. 1869 —2.6677
(2.84) (—1.66) (0.95) 0.7D (—2.59)
SER —0.1331 0. 0504 — — —
(—2.08) (1.59)
RPy 0. 7695Y —0.6808 0. 4326V 0. 6267 1.8876
(2.53) (—2.33) (3.18) (3.02) (2.62)
RGNP —0.1018 — 0.1732 —0.1771 0. 4668
(—0.35) 1.31) (—1.30) 1.2n
UPM —0. 0785 —0. 1504 —0. 0663 —0.0727 0. 2588
(—0.9D) (—3.61) (—1.79 (—2.43) (2.35)
WAGE —_ — — — 0.3574
(3.85)
D71 —0.1538 — — — —
(—2.60)
RHY — — — - 0. 2881
(2.23)
TFR; — —0. 1624 —0. 0593 —0. 0698 —
(—1.10) (—2.28) (—3.44)
LAG(—1) 0.6391 0.1185 0.2325 0.1991 0. 1945
(3.55) .77 (1. 20) (1.00) €0.9D)
R? 0. 9657 0.9133 0.6003 0. 9509 0. 8855

SEE 0. 0547 0 0267 0.0277 0.0276 0.0781

Note, See footnotes in Table 1.
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o] 48] AlFelAd UPMe A7t SAA o2 %
ool ¥ ES H55 BHrh ol BES
TREROl ol 2w KOS KFEGEo] Folx
32, o] AR olE fhivselsl flehel HIKEY #%
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Fig. 4. Projections for Labor Force Paticipation
Rates: Females by Age Cohort
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(Abstract)

An Empirical Analysis of The Determinants and Long-term
Projections for The Demand and Supply of Labor force

by Choong Soo Kim*

The purpose of this paper is two-fold. One is to investigate the determinants of the demand
supply of labor, and another is to project long-term demand and supply of labor. The paper consists
of three parts. In the first part, theoretical models and important hypotheses are discussed: for the
case of a labor supply model, issues regarding discouraged worker model, permanent wage hypothesis,
and relative wage hypothesis are examined and for the case of a demand model, issues regarding
estimating an employment demand equation within the framework of an inverted short-run produc-
tion function are inspected. Particularly, a theoretical justification for introducing a demographic
cohort variable in a labor supply equation is also investigated.

In the second part, empirical results of the estimated supply and demand equations are analyzed.
Supply equations are specified differently between primary and secondary labor force. That is, for
the case of primary labor force groups including males aged 25 and over, attempts are made to
explain the variations in participation behavior within the framework of a neo-classical economics
oriented permanent wage hypothesis. On the other hand, for the case of females and young male
labor force, variations in participation rates are explained in terms of a relative wage hypothesis. In
other words, the participation behavior of primary labor force is related to short-rum business
fluctuations, while that of secondary labor force is associated with intermediate swings of business
cycles and demographic changes in the age structure of population.

Some major findings arc summarized as follows.

(1) For the case of males aged 14~19 and 20~24 groups and females aged 14~19, the effect of
schhool enrollment rate is dominant and thus it plays a key role in explaining the recent declining
trend of participation rates of these groups.

(2) Except for females aged 20~24, a demographic cohort variable, which captures the impact of
changes in the age structure on participation behavior, turns out to show positive and significant
coefficients for secondary labor force groups.

(3) A cyclical variable produce significant coefficients for prime-age males and females reflecting
that as compared to other groups the labor supply behavior of these groups is more closely related
to short-run cyclical variations

(4) The wage variable, which represents a labor-leisure trade-off turns out to yield significant
coeflicients only for older age groups (60 and over) for both males and females. This result reveals
that unlike the experiences of other higer-income nations, the participation decision of the labor
force of our nation is not highly sensitive with respect to wage changes.

(5) The estimated result of the employment demand cquation displays that given that the level

* Research Fellow, Korea Development Institute
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of GNP remains constant the ability of the economy to absorb labor force has been declining; that
is, the elasticity of GNP with respect to labor absorption decreases over time.

In the third part, the results of long-term projections (for the period of 1986 and 1995) for
age-sex specific participation rates are discussed. The participation rate of total males is anticipated
to increase slightly, which is contrary to the recent trend of declining participation rates of this
group. For the groups aged 25 and below, the participation rates are forecast to decline although
the magnitude of decrease is likely to shrink. On the other hand, the participation rate of prime-
age males (25 to 59 years old) is predicted to increase slightly during 1985 and 1990. For the
case of females, except for 20~24 and 25~34 age groups, the participation rates are projected to
decrease: the participation rates of 25~34 age group is likely to remain at its current level, while
the participation rate of 20~24 age group is expected to increase considerably in the future (specifi-
cally, from 55% in 1985 to 61% in 1990 and to 69% in 1995).

In conclusion, while the number of an excess supply of {abor will increase in absolute magnitude,
its size as a ratio of total labor force is not likely to increase. However, the age composition of
labor force is predicted to change; that is, the proportion of prime-age male and female labor force

is projected to increase.



