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Abstract 

This research is concerned with comparing fluctuation in the Korean and the US 

economies in order to ascertain the degree to which the former is influenced by 

changes in the latter. The aim of this research is to explore business cycles, to 

examine consumer expenditure in Korea and the US, and to discover the relationships 

between business fluctuation indexes and overall expenditure. Statistical data from the 

national statistics of Korea and the US during period from 1990 to 2015 were used. 

The instrument included a measure of GDP, unemployment rates, GDP deflator rate 

(inflation rates), and household income and expenditure. For the average annual 

household expenditures, food, apparel and transportation expenditure data were 

compared across the two countries. Data were collected separately from different 

(though comparable) sources and were analyzed using relatively straight forward 

statistical techniques. It was found that Korean and the US consumers’ income and 

expenditure were greatly affected by economic fluctuations. Total expenditure and the 

expenditures for food and transportation were much influenced by business 

fluctuation in the US, whereas, the expenditures for apparel were much influenced by 

business fluctuation in Korea. 

Keywords: business cycle, business fluctuation index, consumer expenditure, household 

income 

I. Introduction 

Most countries experience a different economic condition. It becomes significance, 

especially, when they face a recession. In order to prevent from confronting any kind 

of economic depressions, countries must be prepared for future incidents by analyzing 

their economic histories. Gross Domestic Product (GDP), the market value of goods 

and services produced by labor and property in the country, regardless of nationality 

(U.S. Bureau of Economic Analysis, 2010), is the most representative economic 

indicator for understanding the standard of living. GDP also influences the business 

cycle and helps to comprehend characteristics and reasons for certain economic situations. 
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It is essential to understand overall economic conditions by examining business cycles, GDP, income and expenditure 

within the period from 1990 to 2015 in order to better inform Korean decision makers in their challenge to guide the 

Korean economy in the future. 

Invariably, nations suffer from business fluctuations and the majority face each recession unprepared and with 

trepidation. The IMF-related incident of late 1997 brought Korean companies into substantial debt and alarmed 

foreign investors. With cuts in budgets, much unemployment followed across the country. After recovering from the 

IMF crisis, Korea confronted the recession of 2009, which was of course a global phenomenon affecting other 

economies worldwide, including the US. Under the prevailing conditions of this global recession, general income and 

expenditure in both Korea and the US declined severely (as shown in the national statistical data for each nation). The 

downturn experienced by the US, the world’s largest economy, brought considerable impact across the world. With 

this in mind, it would appear to be beneficial for Korea to prepare in advance for the next economic crisis rather that 

sit patiently, unprepared, waiting for it to happen. So it is of importance to ascertain to what degree economic 

fluctuations in the US may generate fluctuations in the Korean economy. With this perspective in mid, some 

consideration is given in this study to comparing the dynamics of consumer expenditure in the US and Korea, as well 

as associated business cycles. 

As the world’s economies are intimately connected with each other, overseas financial disturbance may give much 

more of an impact on the domestic economy compared to even a decade ago. Throughout the years, many researchers 

stated that opening international trade may affect a trade partner’s business fluctuations (Canova, 1993, Clark, 2001, 

Frankel, 1998, Gruben, 2002). This may be particularly true of business fluctuation associated with the US which is 

the leading global economy. Consumer income has a direct influence on consumption and in turn is related to 

business fluctuations and this may alter the demand for certain products (Lee, 1998). Thus, it is very crucial to 

understand the flow of overall income and expenditure on economic fluctuations. Changes in expenditure by 

consumers, in comparison with business fluctuations, would seem to offer a means of understanding the dynamics of 

consumer expenditure in Korea during the period 1990 to 2015. Since IMF management incident and Global 

depression of 2008 are discussed as major financial recessions for Koreans, it is meaningful to scrutinize 25 years 

from 1990 to the latest data including these economic events. The aim of this research is to explore business cycles, 

to examine consumer expenditure in Korea and the US, and to discover the relationships between business fluctuation 

indexes and overall expenditure.  

II. Literature 

1. The Business Cycle 

 

1.1 Definition of the business cycle 

For the landmark study of economic time series, most researchers turn to Burns and Mitchell (1946) who defined 

business cycles as follows: 

 

“Business cycles are a type of fluctuation found in the aggregate economic activity of nations 

that organize their work mainly in business enterprises: a cycle consists of expansions occurring 

at about the same time in many economic activities, followed by similarly general recessions, 
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contractions and revivals which merge into the expansion phase of the next cycle; this sequence 

of changes is recurrent but not periodic; in duration business cycles vary from more than one year 

to ten or twelve years; they are not divisible into shorter cycles of similar character with 

amplitudes approximating their own” 

(Burns & Mitchell, 1946, p. 3) 

 

Mankiw, the author of the Principles of economics, defined the business cycle as “… the irregular and largely 

unpredictable fluctuations in economic activity, as measured by the production of goods and services or the number 

of people employed” (2007, p. 13). Business cycles are also described as fluctuations in the economy. Economic 

activity fluctuates by random increased and decreased economic conditions. When the business cycle is at a peak, 

economic conditions are most favorable, high employment prevails and, when in a dip or downturn, economic 

conditions are deteriorating and numbers unemployed increases. As production increases it invariably increases 

employment and income although it should be noted the effects of technological change and adoption of new forms 

of processing may lead to a status quo of neither increase nor decrease. On the other hand as production decreases it 

invariably leads to increased unemployment and lowering of income. Growth of total demand leads that of supply. 

Yet, an overheating, booming economy may cause rises in prices, and excessive expenditure creates side effects by 

distorting allocation of resources. 

Sometimes the economy goes into a state of ill health. The early stage of a bad economy reduces business sales and 

profits so sales drop and stocks accumulate. Then firms cut back on production, workers are fired, unemployment 

increases, personal income drops, and this suppresses consumption ultimately. The period in which the economy is 

growing at a rate significantly below normal is called a recession or a contraction (Frank & Bernanke, 2007, p. 701). 

A depression is significantly more severe than a recession economically and may cause political insecurity and even 

bring serious damage to the society.  

Solmon (1980, p. 179) stated that the term “business cycle” is somewhat misleading because it implies regularity in 

length and frequency, whereas the fluctuations have been erratic in occurrence and varying in size and duration. 

Some literature may consider economic fluctuations as a regular and predictable pattern; in fact, economic 

fluctuations display irregularity and they are particularly difficult to use in predicting the future accurately.  

Federal Reserve Bank of St. Louis (FED, 2010) analyzed the real GDP of the US economy from 1965 to 2010 and 

compared the data with seven recessions designated by the National Bureau of Economic Research (NBER): 

1969/12/01 – 1970/11/01; 1973/11/01 – 1975/03/01; 1980/01/01 – 1980/07/01; 1981/07/01 – 1982/11/01; 1990/07/01 

– 1991/03/01; 2001/03/01 – 2001/11/01; 2007/12/01 – 2009/06/01. It could be surmised that recessions occur 

irregularly. The recession of 1980 and 1982 are closely occurred while there is a huge gap between 1991 and 2001.  

 

1.2 Studies of the business cycle 

Milton Friedman is the economist who claimed that it is disturbances, such as abrupt and drastic change in the 

money supply and bank credit that initiate business cycles (cited by Solmon, 1980, p. 177). Especially in Korea, there 

was a long-term reduction of household consumption expenditure due to the credit-card event and sharp rise in 

numbers of people with bad credit in the period between the fourth quarter of 2002 and the second quarter of 2004. A 

British economist of an earlier period, R. G. Hawtrey also believed that sudden changes in the money supply caused 
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fluctuations in economic activity (cited by Solmon, 1980, p. 179).  

According to previous researchers, business cycles are caused by random events, such as wars or important 

political developments. For instance, the Great Depression from 1929 to 1933 had an impact on all the world’s 

developed economies. The Arab states’ oil embargo in 1973 brought a sharp rise in fuel prices and had extensive 

ramification across many areas of international economic activity (Solmon, 1980, p. 180); and the effects of the 

Global Depression of 2008 were felt across the world. Kim and Ahn (2005) studied external shocks, such as the terms 

of trade and world real interest rate shocks that can affect business cycles in Korea. They focused on the main 

macroeconomic variables of business cycles in Korea: volatility, persistence, and co-movement with output. 

According to their result, as Korea becomes more integrated with the world’s financial markets, changes in world 

interest rates will have significant effects on the Korean economy.  

2. Business Fluctuation Index 

In order to have a clear understanding of an economy’s dynamics, it is necessary to appreciate the role played by 

income and expenditure. The status of a nation’s overall economy can be judged by the total income that people in 

the economy are earning. For example, a person with a high income enjoys higher standards of living while a person 

with a low income has a lower standard of living. In short, the quality of lives of people are measured largely based 

on their total income. Mankiw (2007, p. 508), professor of economics at Harvard University, dictated that GDP 

measures two things at once: the total income of everyone in the economy and the total expenditure on the economy’s 

output of goods and services.  

GDP uses the market prices to compute many different kinds of products into a single measure of the value of 

economic activity because market prices measure the amount people are willing to pay for different goods and they 

reflect the value of those goods (Mankiw, 2007, p. 508). For instance, if an apple is twice as expensive as an orange, 

an apple contributes twice as much to the GDP as an orange. GDP includes both tangible goods, such as automobiles, 

food, and apparel and intangible services, such as medical care, housecleaning, and haircuts. If one buys his or her 

favorite designer brand’s clothes which are considered as hard goods, the price of that good is part of GDP. In the 

same context, if one purchases a ticket to his or her favorite designer’s fashion show, he or she is buying a service, 

and the ticket fee is also part of GDP.  

GDP measures the value of production within the geographic restrictions of a country (Mankiw, 2007, p. 509). The 

contribution to production of a Chinese citizen working temporarily in Korea is part of Korea’s GDP, not of China’s 

GDP. Even when a Korean citizen runs a factory in Vietnam, the production is not part of Korea’s GDP but of 

Vietnam’s GDP. Thus, the GDP of each nation includes only the production made domestically, regardless of the 

nationality of the produces. Also, GDP measures the economy’s flow of income and expenditure annually or 

quarterly. These GDP data are always seasonally adjusted to take out the seasonal cycle; for example, the fourth 

quarter shows a high point of the GDP because holiday shopping including Christmas and New Year are included 

(Wagner & Mokhatari, 2000). 

These aspects of GDP can thus be taken into account in the definition: “Gross domestic product (GDP) is the 

market value of all final goods and services produced within a country in a given period of time” (Mankiw, 2007, p. 

508). 
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In the past, several pieces of research have used Gross National Product (GNP) in general as a method for 

understanding the overall economy. Jung and Rhee (1997) used a GNP deflator, widely used in macroeconomics, to 

calculate the price level from 1965 to 1992. Ji and Rhee (1999) also adopted GNP to analyze the business fluctuations 

in the period between the first quarter of 1979 and the second quarter of 1998. In Korea, GNP was more extensively 

used in the past compared to more recently in the twenty-first century, since Korea did not have many active 

international exchanges. During the first decade of the twenty-first century, the resident population of foreigners in 

Korea increased and many Koreans left the country to work or live abroad. Thus, GDP is more appropriate as an 

indicator of business fluctuation due to the freedom of international exchange of capital. Also, according to Slavin 

(1996, p. 157), the Bureau of Economic Analysis of the US Department of Commerce decided that GDP more 

accurately measured the nation’s output than did GNP. He stated that GDP offers more advantages than GNP: GDP 

corresponds more closely than GNP to some important series of economic data, such as employment and industrial 

production; it is also more useful for making international comparisons, because most other nations use their output 

in terms of GDP too (Slavin, 1996, p. 157).  

Kim and Lee (2004) used quarterly data of real GDP to analyze the influence of social classes’ income and 

expenditure based on big and small economic fluctuations. Meanwhile Oh (2005) considered structural changes in 

economic growth and business cycles, using potential growth rates and GDP gap data of Korea.  

III. Methodology 

1. Data Collection 

This research aims to explore business cycles, to examine consumer expenditure in Korea and the US, and to 

discover the relationships between business fluctuation indexes and overall expenditure. As shown in literature 

review, real GDP is good index to analyze the relationship between business fluctuation and expenditure. GDP 

change rate is a good index to trace business cycle (Sichel, 1994). Inflation indexes such as GDP deflator, 

unemployment rate are also important to understand business fluctuation (Atkeson & Ohanian, 2001; Staiger et al., 

1997). Besides, household disposable income is an index to reflect consumers’ experiential business cycle. Therefore 

we used GDP change rate, real GDP, GDP deflator, unemployment rate and household disposable income for 

business fluctuation indexes. For consumer expenditure data, we used household expenditure. 

For national accounts, data provided by international organizations were used. GDP and other inflation indexes 

were collected from ‘International Monetary Fund (IMF)'. Data of annual expenditure and income of Korea were 

collected from the ‘Monthly income and expenditure per urban household’ provided by the Korean Statistical 

Information Service (KOSIS) of Statistics Korea (KOSTAT). Annual expenditure and income of the US was 

collected from ‘average annual expenditures and characteristics of all consumer units’ based on consumer 

expenditure survey provided by U.S. Bureau of Labor Statistics. We collected annual data from 1990 to 2015 which 

are commonly available to get from both of Korea and the US. The details of the data are presented in Table 1. 
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Table 1. Data source 

Data Note Unit Source 

GDP Change 
Calculated with Gross domestic product (output 

approach) measured by domestic currency 
% 

IMF 

GDP Real Gross Domestic Product, Real 
compared to base 

year(2010: 100) 

GDP Deflator 
measure of inflation and is derived by dividing 

nominal GDP by real GDP 

compared to base 

year(2010: 100);  

% change, 

corresponding period 

previous year 

Unemployment 

Rate 

The number of unemployed people as a percentage 

of the labor force 
% 

Household  

Disposable 

Income 

The combined incomes of all people sharing a 

particular household including every form of income 

(e.g., salaries and wages, retirement income, and 

investment gains) 

Domestic currency 

Korean Statistical 

Information Service 

(KOSIS) of Statistics 

Korea (KOSTAT); 

U.S. Department of 

Labor, Bureau of 

Labor Statistics 

Household  

Expenditure 

The amount of final consumption expenditure made 

by resident households to meet their everyday needs 

such as food, clothing, housing, energy and transport 

Domestic currency 

IV. Results 

1. Business Cycles of Korea and the US 

Based on the Figure 1, it is evident that Korea GDP decreased suddenly around 1998 when the IMF management 

system episode occurred. In contrast, GDP change of 1999 represent the highest score over the full duration 

represented by the data in Figure 1. The US GDP did not show any high level of changes during the period from 1997 

to 1999 when Korea had a significant fluctuation. However, the US GDP from 2008 to 2009 dropped the most during 

the period due to the financial crisis that became the great recession in global economy. Another remarkable decline 

appeared in 2001 when the US had a financial bubble and faced the economic aftermath of the 9/11 terrorist attack. 

The similarity between Korea and the US GDP change were found after the mid-2000s.  

 

 

Figure 1. Korea and the US GDP change year-on year 

https://en.wikipedia.org/wiki/Household
https://en.wikipedia.org/wiki/Salaries
https://en.wikipedia.org/wiki/Wages
https://en.wikipedia.org/wiki/Investment
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GDP deflator which is a measure of inflation and unemployment rate show business cycle clearly in Figure 2. 

Korea’s unemployment rate and changes in GDP deflator increased sharply in 1998 after the IMF management 

incident. A drastic decrease in GDP deflator in 1999 reflects the Korean recession and high unemployment rates. Due 

to the global depression in 2009, the US experienced the highest rates of unemployment and lowest GDP deflator in 

2009. Within the period from 1990 to 2015 being considered, the IMF management incident of 1999 coincided with 

the worst recession experienced by Korea and the financial crisis of 2009 coincided with the worst recession 

experienced by the US. From this figure, it can be seen that each nation shows different economic fluctuations and 

thus different business cycles and an irregular pattern rather than a repeated pattern is evident. In effect, it is not 

apparently possible with confidence to predict future business cycles or recessions, but it is possible to be prepared to 

handle the next recession based on the experience and perception as well as knowledge of prior recessions. 

 

 

Figure 2. Inflation rate (GDP deflator% change) and unemployment rate of Korea and the US 

2. Income and Expenditure of Korea and the US 

Expenditure as a proportion of the total income was examined based on the household data (Figure 3). In Korea, at 

the end of 1998, after the IMF management system incident, expenditure inclined sharply compared to total income, 

contrary to expectations. We expected that after 1998, expenditure to income would decline sharply. We can find the 

reason of this incline in the decline of disposal income in 1999. As seen in Table 2, expenditure in 1999 was declined 

by 7% compared to that of 1997, however income in 1999 was declined by 17% compared to that of 1997. That is the 

reason why rates of expenditure to income show the highest numbers during recession in the early 2000s. It took 7 

years for total income to catch up that in 1997 when the income was highest before the IMF management system 

incident. 

As shown in Figure 3, US’s expenditure to income gradually decreased as years went by until 2010. Although 

economic and political influences initiated the rise in income, consumers didn’t increase their expenditure as much as 

income increase. Compare to the case of Korea, expenditure and income were recovered quickly after global financial 

crisis in 2009. Income in 2009 declined by 2% compared to that of 2008. But in 2011, income turned to incline again 

and caught up the amount of income in 2008 when the annual income was highest before the financial crisis. 
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Figure 3. Annual expenditure to annual disposable income 

Table 2. Average annual household expenditures of Korea  

(Unit: won) 

Year Disposal income Expenditure 
Expenditure 

/Income 
Food at home Apparel Transportation 

1990 1,777,382 1,354,032 76% 433,440 102,850 149,743 

1991 2,007,076 1,476,784 74% 453,521 113,715 166,520 

1992 2,184,626 1,597,652 73% 465,416 121,095 180,838 

1993 2,253,216 1,653,708 73% 458,665 121,540 203,197 

1994 2,425,971 1,751,593 72% 457,565 132,897 235,038 

1995 2,622,333 1,869,417 71% 458,960 149,160 257,181 

1996 2,802,691 2,009,727 72% 482,097 159,058 275,823 

1997 2,820,418 2,016,935 72% 463,839 147,065 278,638 

1998 2,284,074 1,659,515 73% 378,136 102,338 207,315 

1999 2,328,112 1,866,520 80% 392,890 115,997 247,197 

2000 2,519,076 2,029,838 81% 395,541 130,533 263,099 

2001 2,644,976 2,103,700 80% 379,241 135,761 261,917 

2002 2,766,804 2,135,773 77% 369,809 137,984 272,613 

2003 2,783,872 2,171,240 78% 357,629 139,796 263,160 

2004 2,835,740 2,205,306 78% 349,327 138,136 268,042 

2005 2,862,786 2,235,458 78% 342,741 144,148 273,119 

2006 2,921,979 2,268,024 78% 344,532 145,616 280,117 

2007 2,991,279 2,295,175 77% 339,294 147,687 278,728 

2008 3,031,955 2,305,908 76% 348,681 147,710 269,210 

2009 2,917,058 2,244,309 77% 320,730 137,952 278,620 

2010 2,983,795 2,312,540 78% 319,704 148,221 268,660 

2011 3,037,069 2,311,788 76% 315,520 153,742 265,125 

2012 3,154,581 2,338,394 74% 312,423 155,774 270,358 

2013 3,167,998 2,328,419 73% 309,134 153,875 278,961 

2014 3,230,432 2,354,087 73% 309,472 146,757 306,525 

2015 3,260,795 2,347,126 72% 306,442 138,792 318,676 
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Table 3. Average annual household expenditures of the US  

(Unit: US dollar) 

Year 
Disposal 

income 
Expenditure 

Expenditure 

/Income 
Food Food at home Apparel Transportation 

1990 28,937 28,381 98% 4,296 2,485 1,618 5,120 

1991 30,729 29,614 96% 4,271 2,651 1,735 5,151 

1992 30,786 29,846 97% 4,273 2,643 1,710 5,228 

1993 31,890 30,692 96% 4,399 2,735 1,676 5,453 

1994 33,098 31,731 96% 4,411 2,712 1,644 6,044 

1995 33,864 32,264 95% 4,505 2,803 1,704 6,014 

1996 34,864 33,797 97% 4,698 2,876 1,752 6,382 

1997 36,684 34,819 95% 4,801 2,880 1,729 6,457 

1998 38,358 35,535 93% 4,810 2,780 1,674 6,616 

1999 40,652 36,995 91% 5,031 2,915 1,743 7,011 

2000 41,532 38,045 92% 5,158 3,021 1,856 7,417 

2001 44,587 39,518 89% 5,321 3,086 1,743 7,633 

2002 46,934 40,677 87% 5,375 3,099 1,749 7,759 

2003 48,596 40,817 84% 5,340 3,129 1,640 7,781 

2004 52,287 43,395 83% 5,781 3,347 1,816 7,801 

2005 56,304 46,409 82% 5,931 3,297 1,886 8,344 

2006 58,101 48,400 83% 6,111 3,417 1,874 8,508 

2007 60,858 49,638 82% 6,133 3,465 1,881 8,758 

2008 61,774 50,486 82% 6,443 3,744 1,801 8,604 

2009 60,753 49,067 81% 6,372 3,753 1,725 7,658 

2010 60,712 48,109 79% 6,129 3,624 1,700 7,677 

2011 61,673 49,705 81% 6,458 3,838 1,740 8,293 

2012 63,370 51,442 81% 6,599 3,921 1,736 8,998 

2013 56,352 51,100 91% 6,602 3,977 1,604 9,004 

2014 58,364 53,495 92% 6,759 3,970 1,786 9,073 

2015 60,448 55,978 93% 7,023 4,015 1,846 9,503 

 

To identify relationships between business fluctuations and expenditure, bivariate correlation analysis using 

Pearson correlation coefficients was conducted. Table 4 shows the results of correlation analysis. As shown in Table 

4, in Korea, the correlations of total expenditure and business fluctuation indexes including GDP real, consumer price 

and expenditure were very high (r > .92). However, interestingly, the correlations between business fluctuation 

indexes and the expenditure for food at home were negative. We expected that the negative relationship came from 

the incline of dining out. We also expected that correlation coefficient would be positive, if expenditure for dining out 

was included. Korean Statistical Information Service (KOSIS) provided only the expenditure for food at home and 

sum of the expenditure for dining out and accommodation. However, the expenditure for apparel and transportation 

had positive relationships with business fluctuation indexes such as real GDP, GDP deflator and disposal income. 
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Compare to total expenditure and the expenditure for transportation, the expenditure for apparel was less influenced 

by business fluctuation.  

 

Table 4. Correlation coefficient (Pearson r2) between business fluctuation indexes and expenditure of Korea 

 Real GDP GDP deflator Unemployment rate Disposal income 

Expenditure  .925
***

  .920
***

  .107 (n.s.)  .967
***

 

Food at home -.926
***

 -.935
***

 -.387 (n.s.) -.735
***

 

Apparel  .655
***

  .631
**

 -.361  .861
***

 

Transportation  .793
***

  .789
***

  .108 (n.s.)  .927
***

 

 

As shown in Table 5, in the US, the correlations of total expenditure and business fluctuation indexes including 

GDP real, consumer price and expenditure were very high as well as Korea (r > .97). Unlike the case of Korea, the 

correlations between business fluctuation indexes and expenditure for food at home were positive as well as 

expenditure for total food including both of food at home and dining out. Considering that expenditure for food at 

home become to decline according to the increase of GDP after 2000s, these results are very interesting. 

The expenditure for apparel and transportation had also positive relationships with business fluctuation indexes 

such as real GDP, GDP deflator and disposal income. Expenditure for transportation includes public transportation 

costs such as fares for buses, subways, taxies, rail, and air transportation and personal transportation costs including 

costs for vehicle purchase, fuel, and repair. Considering that price change of fuel have strong influence on 

expenditure for transportation (Kim & Chun, 2009), the results that the correlation coefficients are lower than these in 

the US indicate that fuel price in Korea has been less affected by business cycle than in the US. That means price 

change of fuel in Korea is less sensitive than that in the US. Compare to total expenditure, expenditures for food and 

transportation were influenced by business fluctuation as much as total expenditure. However, the expenditure for 

apparel was much less influenced by business fluctuation.  

 

Table 5. Correlation coefficient (Pearson r2) between business fluctuation indexes and expenditure of the US 

 Real GDP GDP deflator Unemployment rate Disposal income 

Expenditure .983
***

 .989
***

 .238 (n.s.) .977
***

 

Food .983
***

 .983
***

 .270 (n.s.) .970
***

 

Food at home .953
***

 .990
***

 .381 (n.s.) .942
***

 

Apparel .455
*
 .035 (n.s.) -.394

*
 .455

*
 

Transportation .980
***

 .944
***

 .033ns .929
***

 

  



Vol.14, No.2                                                                 Kim, Hann, Youn, and Lee  57 

By comparing two different countries, we found that total expenditure and the expenditures for food and 

transportation were much influenced by business fluctuation in the US. On the contrary, the expenditures for apparel 

were much influenced by business fluctuation in Korea. In the US, the ratio of the expenditure for apparel to total 

expenditure declined constantly form 5.7% in 1990 to 3.3% in 2015. In Korea, the ratio of the expenditure for apparel 

to total expenditure fluctuate according business cycles. In 1995, the ratio was highest (8.0%), in 1998 and 1999 

when the IMF management system incident occurred, the ratio was low (6.2%), and the ratio become low again 

(6.1%) in 2008 when global financial crisis occurred.  

V. Summary and Conclusions 

Examination of the business cycles of Korea and the US helped to develop an understanding of their relative 

financial difficulties. Especially, applying exchange rate variations to compare income and expenditure in the Korean 

and the US context, provided a broader perspective of Korea’s economy. Thus, data or figures interpreted in the US 

context offered an objective basis on which to analyze Korea’s economy.  

Not surprisingly it was found that Korean and the US consumers’ income and expenditure, during the period from 

1990 to 2015, were greatly affected by economic fluctuations, as were GDP, unemployment rates and inflation. All in 

all it is felt that the comparison between the two economies and consumer expenditure in each, was valid during the 

global crisis (2008), but not valid during other fluctuating times. Further to this, it would appear to be the case that 

the two economies are substantially different in terms of the factors influencing each economy. It must be recognized 

also that a vast range of inter-related factors influence GDP and thus there is the danger in analysis to assume that 

particular changes have been influenced by certain factors when, in reality, other ignored factors may have played a 

contribution also. So it must be concluded that, in terms of global difficulties, economic fluctuations can indeed be 

seen to affect both the US and Korea simultaneously, but it appears that this would be the case with all developed 

economies worldwide due to the economic inter-relationships operating globally. With respect to GDP fluctuations of 

a non-global nature, occurring in each economy, it was found that no real correlation was apparent from the data 

considered. 

This study focused on the changes in consumers’ general income and consumption during the period from 1990 to 

2015, comparing Korea and the US. Past researchers studied similar issues but they mostly focused on periods before 

and after the IMF management system episode. Following the global financial crisis of 2008, much research has been 

directed to explaining the conditions surrounding this crisis.  

In order to recognize overall business fluctuations in Korea and the US, GDP data were mainly used for this study. 

However, there certainly are more influential factors, such as political, cultural, and socio-demographical factors to 

measure business cycles rather than GDP data. In order to more fully understand business cycles, in addition to 

considering statistical data, further political and social factors should be incorporated into any future worthwhile 

analysis. Despite the importance of exchange rates, there were still limitations to consider. Thus, it would be useful to 

adopt the purchasing power parities (PPPs) to convert statistics such as income and expenditure in terms of its 

national currency units for future research. In that way, not only Korea’s general income and expenditure can be 

compared, but also the income and expenditure of other nations.  
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Often industries and component companies, when confronted by sudden economic crisis, are damaged severely 

due to the lack of preparedness and with no real knowledge of the dynamics of the situation. Companies, industries 

and economies in general need to be able to read the signs in advance if possible and, most importantly, need to be 

able to adjust their strategy in order to avoid a future disastrous outcome following recession. For example, since two 

countries have different results on apparel expenditure for the same period, this study suggests that apparel industries, 

focusing mainly on exporting or importing, should be flexible in responding for each country’s business crisis. One 

thing is certain (it seems) and that is every financial boom is followed by a financial slump.  
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