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Abstract This paper establishes the empirical model based on Hall s(1990) and Basu’
s(1996) models, estimates the five types of productivity in the medical service industry
over the period 1975:1-2010:4, and analyzes the cyclicality of measured productivities and
their correlations with the industrial real wage. The empirical results are summarized as
the followings. First, there proved to be substantial market power in pricing and returns to
scale in production for the medical service industry. Second, the three types of productivity
among 5 types showed to be procyclical. Third, the average labor productivity, the original
Solow residual, and the cost-based Solow residual are expected to provide reasonable
indexes in analyzing the relationship between productivity and real wage.

Key Words : Technological coefficient, Solow Residual, Medical Service Industry, Real
Wages, Labor Productivity
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<Table 1> Growth in the medical industry

Vear Labor Output Capital stock
(person) (billion Won)  (billion Won)
1975 9,649 149 53
1985 109,859 1,695 518
1995 284,187 10,655 3,041
2005 505, 196 33,597 8,985
2010 685,772 63,134 11,318

Sources: Statistics Korea, Kosis, Service Industry,
The Bank of Korea, National Accounting
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<Fig. 1> Fluctuations in Productivity growth rate in the medical service industry (1975-2010)
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<Table 2> Annual averages for productivity growth rate in the medical service industry

Solow residual

o Technological
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period coefficients
(4P))
(InZ)

(40;) (497) (297)
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19981~2010:4 0-0179  6.96% -0.0054 -2.16%
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-0.0223 -8.92% 0.0446  17.84%

() indicate the standard deviation. The period represents the before and after period for the foreign exchange

crisis. Solow residual(Af,) is the first order logarithmic difference form.
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