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(Table 1) Theoretical Predictions on the Effects of the Ordinary Wage Ruling by Initial Equilibrium

h N
he(H ho=H ho) H he(H ho=H ho) H
F Substitution |ttt tt t | b L
Scale } X 2z 2 X |
Substitution - - ! - - t
¢ Scale - - | - - |

uncertain | uncertain | uncertain
A (B) ©
Notes : 1. The number of arrows indicates the relative magnitude of effects within each row, not their

absolute magnitudes.
2. While the sign is indeterminate, the ordering (A) ) (B) ) (C) necessarily holds.

net effect decrease | decrease | uncertain
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{Figure 1) Annual Growth Rates of Collective Agreement Wages and Ordinary Wages

12 103 =o= Collective Agreement WagesiAl
A = «0rdinary Wages(B]
8 P + difference(A-B]
52 19 MY T T T T

32

. .
5.0
A g5 82 37 45 37 43 M 4 39 LY
u * v v * & v v + v
02 2 02 0 10 %3 o 03 01 02 01 03 02
- :
*
_B -

6.1
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Note: Collective Agreement Wages(82F&) closely correspond to (rwg+ pwg + swgl + pre-determined
swg2) and Ordinary Wages(B4YH) correspond to (rwg + pwg) up through 2013, and (rwg + pwg
+ swgl) starting in 2014

Source: Ministry of Employment and Labor, Survey on Wage Determinations, Annual issues(2011-2024)
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(Figure2) Monthly wage settlement rate by year (2011-2015)
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40
20 I
0 _ [ . d
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Source: Ministry of Employment and Labor, Survey on Wage Determinations, Annual issues(2011-2015)
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(Table 2) Number of Weekdays in June and Worktime Adjustment Factors, by Year

Weekly regular working hours Adjustment Factors
year | weekdays
Non-shift | Two-shift | Three-shift | Non-shift | Two-shift | Three-shift

2012 20 158.9 159.5 164.4 1.00 1.00 1.00
2013 19 153.0 154.2 158.1 1.04 1.03 1.04
2014 19 155.1 163.9 165.4 1.02 0.97 0.99
2015 22 171.3 169.6 169.6 0.93 0.94 0.97
2016 21 166.0 165.4 166.7 0.96 0.96 0.99
2017 21 165.2 164.8 169.4 0.96 0.97 0.97
2018 19 152.2 155.5 157.8 1.04 1.03 1.04

Note: Weekly regular working hours refer to the average contractual hours of male workers aged 30-55
employed at firms with 300 or more employees. Adjustment factors are constructed to account
for cross-year variation in the number of weekdays in June by normalizing contractual working
hours to the average level observed in years with 20 weekdays (2012) for each shift category.
Alternating-day shift and part-time workers are excluded from this adjustment due to their low
correlation with the number of weekdays.

7) AYA @ DARH 2R 2HTRAZRE 2 B olf 059 ZAI] FHY
40 G2 A9 WA gb7] thgolet. AR 3002 o 719 30-554] WA ko) Wit 24
RN BHY 4 7k JBASE TS ) She A90997} 4 Bkow, o) 31
oA0.83), 2THA0.83), EAIA0.11), ZLA.01) £ Lhehgeh
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(Table 3) Descriptive Statistics
obs : 352 mean min 25th pct | median | 75th pct max std.dev
Treatment
) 1.45 0.003 0.25 0.63 1.80 9.73 1.91
Intensity
Employment

27,071 403 7,017 14,633 | 33,434 | 259,221 | 32,994

(Period Mean)
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(Figure 3) Distribution of treatment intensity

level log scale
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{Figure 4) Distribution of Treatment Intensity by Cells
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(Table 4) Descriptive Statistics for the Top 10 and Bottom 10 Cells by Treatment Intensity(dcer)

Firm Mean
Rark KSIC Code & Industry Size Employ | deell
ment
o] e e )] 2] on
2 |32 Manufacture of furniture 300-499| 1,741| 9.69
3 |31 Manufacture of other transport equipment 500+ | 61,880| 9.05
4 |24 Manufacture of basic metals 500+ | 23,592| 8.84
5 5 Mining of coal, crude petroleum and natural gas 500+ 1,522 8.29
6 |29 Manufacture of other machinery and equipment 300-499 | 12,702| 8.27
7 | 23.| Manufacture of other non-metallic mineral products [300-499| 4,715| 7.97
8 | 28. Manufacture of electrical equipment 300-499 | 10,872 7.66
9 | 10. Manufacture of food product 300-499 | 6,407 | 7.63
10 | 30.| Manufacture of motor vehicles, trailers and semitrailer |300-499| 14,848 | 7.36
343 | 58. Publishing activities 5-9 14,215 0.017
345 | 42. Specialized construction activities 5-9 92,463 | 0.015
346 | 63. Information service activities 10-29 7,047 0.013
347 | 41. General Construction 5-9 | 44,929/ 0.012
348 | 14, Manufacture of Weirni(rilgFifirti,leilothing Accessories 5.9 13.854| 0.010
349 | 56. Food and beverage service activities 500+ 860 0.008
350 | 63. Information service activities 300-499| 5,526 0.007
s s i, e e e o 5 | o
352 | 50. Water Transport 500+ 2,941 0.003
SlH, de Chaisemartin and D'Haultfoeuille(2024)(0]3} CH(2024)9] 73 AY o=
WS 2857 fsiAe AAE A g SARTo] Zasit) obye] 1A 4
o] Al 2Rt /e ARelEh stHzte of#’t 847 ARE = o7l W
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1= year 2014

Normalized estimates
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(Figure 6) Robust DID Estimator : log(hourly wage)

1= year 2014

Non-normalized estimates
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{Figure 7) Robust DID Estimator : log(employment)

Non-normalized estimates Normalized estimates
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{Figure 8) Robust DID Estimator : log(Weekly regular working hours)
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1= year 2014

Normalized estimates
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{Figure 9) Robust DID Estimator : log(Weekly total working hours)
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(Figure 10) Robust DID Estimator : log(Total wage per worker)

Non-normalized estimates Normalized estimates
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(Figure 11) Impact of ordinary wage rulings on utility

Scenario 1: Overworked & Utility Up Scenario 2: Part-time & Utility Up
Leisure gain > Consumption loss Consumption gain > Leisure loss

E1

Consumption (C)
Consumption (C)

E1

Leisure (L) Leisure (L)

Scenario 3: Overworked & Utility Down Scenario 4: Part-time & Utility Down
Consumption loss > Leisure gain Leisure loss > Consumption gain

onsumption (C)
mption (C)

e
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1. MERYES] 75

QIRRAAEAE B8] 20134 BAYT BAY LFNE 34 AFSE NS APE
S 2 69 ¢ B 5] 22 URE JlEoR S4HEE, WA
AR 4362 L o Fel ol e 3712 122 o] B9iS BUskirt. 0|3 224
§E Fole AuAEAAHCP)E o|8e LS,

Saeiet 9 440 A AL 2APIEAE 69 710 Holg Adlste] Al AsliAng
A%, FUAF DERY-APEF- FRARLPIFS FAEQOIHE AA§te], AFHYELS
20139 9 22 WGsto] AGHTKotR (Table A1) 2.

1o

(Table A.1) Social Insurance Contribution Rates Used in Jeong(2013) and in This Study

Firm Size Total Rates Social Insurance Contribution Rates
(A+B+C+D+E) | NP (A) HI (B) EI (O) IACI (D) | WCGF (B)
5-9
TR 9.55
10-29 — 9.60 0.80
30-99 3.00
100-299 9.80 4.50 2314 105 1.08 0.08
— 90.85
300-499 10.05
500+ ~10.10 1.30
Notes 1. NP . National Pension, =HIHF
NHI : National Health Insurance, A7}%g
El . Employment Insurance, 1-852%
IACI  : Industrial Accident Compensation Insurance, AFE &

WCGF : Wage Claim Guarantee Fund, Y4EHdEA7&
2. Boldface and arrows indicate that Jeong(2013)’s estimates—originally based on 2012 contribution
rates—have been updated to reflect 2013 conditions

o1 4t F 314 Aol 4] HIS A BEQ2013)7F AARE tiER AR 2 71 1
3ol gadle B8t Ht FAEE AR A mlol A= EofHeolA BIFE 3 | dad
BB RAVS AT} Aol SR Z1esta glod, 20269 A APAT7H S8R ElofE = 30
B9 ZAR BRIg & Qirt. webA S Aol =t AE 9 71 A Aol
9 8 s ol daa At daS2 AR golHE ol & B vl AHEE 19 315 A
g AollA ARt BhE AU olF Filste] ST At i B4l wEe] 2k e
00, A B2l HIE3e] 2AK= 0.02 [gto= uEht A1) A F27t Ad=Ee RIS

15) ZAZ 1e-8 u[Fho g sl HESISE OF 2 40038]9 0, of7]of 72 oF 7,60038] J=5
Lle=sil=y
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(Figure A.1)T} (Table A.2)= SAYUF A4 YB(Wage Increase Pressure)T SAUF IIES
1 Jfzg Hg Aok dFAAELRARLY BlIE {6l 10091 ol ARIAE o= o
FAE ZEYH

BUE EEC Hel RS o] 83t FHEAE AT AL, Aggte] 0.40(p<0.02E FYE|Y
or, A2 Aol A1 TA ol YAol= AL YERiT 5] oAdx|ety RETIST Ao 2=
7RG =2 Zo 9Ae | &0, A, HEEA € FEAHAY, R de, Ax2 9 o7t I
ARIAY, 293 7|EAET B2 3ol YAF F. 7140l ilTh

ol Hio R E19] FUT I &Y F40] EFHY Bl oEE AoE A4dd Ut
R9| A% 2IEE|FO] Wlo BAUT A9 Feol Hof FEAHF F37t AA doiita, FY

$= 1 WY @4o] UYEE 7tk F=6] U7l ot
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(Figure A.1) Pressure to Increase Ordinary Wages vs. Actual Increase Rates by Major Industry
(Establishments with 100 or More Employees)
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(Table A.2) Pressure to Increase Ordinary Wages vs. Actual Increase Rates by Major Industry
(Establishments with 100 or More Employees)

Section Fixed SWG| Pressure Actual

hare %) %)

B. Mining and quarrying 0.900 26.6 18.8
C. Manufacturing 0.608 27.5 14.2
D. Electricity, gas, steam and air conditioning supply 0.517 16.9 8.8
E. ?Zigevrers;pplyi sewage, waste management, materials 0.673 75 6.8
F. Construction 0.664 14.5 1.9
G. Wholesale and retail trade 0.591 12.3 6.7
H. Transportation and storage 0.702 17.4 7.7
I. Accommodation and food service activities 0.644 16.8 6.9
J. Information and communication 0.563 9.4 13.7
K. Financial and insurance activities 0.619 22.0 7.4
L. Real estate activities 0.610 10.2 6.0
M. Professional, scientific and technical activities 0.556 10.9 5.3

N. Business facilities management and business support

services; rental and leai’ing activities 7 0.665 8.1 01

P. Education 0.705 8.8 7.0
Q. Human health and social work activities 0.767 13.7 7.6
R. Arts, sports and recreation related services 0.657 15.9 20.5
S. g/iir]ril(l::;asrship organizations, repair and other personal 0.650 16.7 6.5

(Table A3 7IYEER FARE HIE Y Aolnt. AT2HIFRAPINE 7|dHEE
A, of7]efAM &3

105 ST IE:

300-500%1 / 500-1000%1 / 100031 oAy & B&akal 9lo] 2

o WS dEHH E Aolols F AT velth &

olA @Al PHHIT

i

(Table A.3) Pressure to Increase Ordinary Wages vs. Actual Increase Rates by Firm Size

Firm Size Fixed SWG share Pressure (%) Actual (%)
5-9 0.599 4.8
10-29 0.592 6.7
30-99 0.646 8.2
100-299 0.646 12.4 7.4
300-500 0.733 17.4 77.5
500+ 0.589 225 60-1000_ 8.9
(1000+) 13.3
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(Table B.1) log(hourly wage)
Non-normalized Normalized
Relative time B ‘ S.E. B ‘ S.E.
-1 -0.0047 (0.0164) -0.0026 (0.0091)
0
1 0.0157 (0.0167) 0.0087 (0.0092)
2 -0.0014 (0.0201) -0.0004 (0.0056)
3 0.0001 (0.0239) 0.0000 (0.0044)
4 -0.0027 (0.0239) -0.0004 (0.0033)
5 -0.0284 (0.0281) -0.0032 (0.0031)
* Boldface denotes significance at the 5% level
(Table B.2) log(employment)
Non-normalized Normalized
Relative time B ‘ S.E. B ‘ S.E.
-1 -0.0150 (0.0342) -0.0083 (0.0189)
0
1 0.0361 (0.0507) 0.0199 (0.0280)
2 0.0396 (0.0569) 0.0109 (0.0157)
3 0.0615 (0.0602) 0.0113 (0.0111)
4 0.0240 (0.0590) 0.0033 (0.0082)
5 0.0562 (0.0647) 0.0062 (0.0072)
* Boldface denotes significance at the 5% level
(Table B.3) log(Weekly regular working hours)
Non-normalized Normalized
Relative time B ‘ S.E. B ‘ S.E.
-1 0.0017 (0.0105) 0.0009 (0.0025)
0
1 0.0087 (0.0061) 0.0048 (0.0034)
2 0.0134 (0.0082) 0.0037 (0.0023)
3 0.0165 (0.0081) 0.0030 (0.0015)
4 0.0205 (0.0094) 0.0028 (0.0013)
5 0.0238 (0.0096) 0.0026 (0.0011)

* Boldface denotes significance

at the 5% level
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(Table B.4) log(Weekly total working hours)

Non-normalized

Normalized

Relative time

8 | SE.

B

\ S.E.

-1

0.0001 (0.0052)

0.0001 (0.0029)

0
1 -0.0119 (0.0076) -0.0065 (0.0042)
2 -0.0293 (0.0095) -0.0081 (0.0026)
3 -0.0036 (0.0088) -0.0007 (0.0016)
4 -0.0025 (0.0109) -0.0004 (0.0015)
5 0.0007 (0.0108) 0.0001 (0.0012)

* Boldface denotes significance at the 5% level

(Table B.5) log(Total wage per worker)

Non-normalized

Normalized

Relative time

8 | SE.

B

\ S.E.

-1

-0.0070 (0.0154)

-0.0039 (0.0085)

0
1 0.0088 (0.0153) 0.0048 (0.0084)
2 0.0003 (0.0188) 0.0001 (0.0052)
3 0.0043 (0.0215) 0.0008 (0.0040)
4 0.0075 (0.0228) 0.0010 (0.0031)
5 -0.0133 (0.0251) -0.0015 (0.0028)

* Boldface denotes significance at the 5% level
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{Figure C.1) Robustness Checks with Extended Pre-treatment Period
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(Figure C.2) Robustness Checks with Alternative Treatment Intensity Cutoffs
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{Figure C.3) DID with Categorical Treatment Estimating the dynamic effects by interacting
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(Figure C.4) Robustness Checks with Alternative Control variables
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{Figure C.5) Robustness Checks with Alternative Sample Restrictions
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{Figure C.6) Robustness Checks with Collapsed Firm Size Cells
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(Figure C.7) Robustness Checks with 1-Digit Industry Cells
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The Effects of the 2013 Ordinary Wage Ruling on the
Korean Labor Market"

Hyeondong Kim™*

Abstract

This paper examines the economic implications of the Supreme Court of
Korea's 2013 en banc decision that brought fixed bonuses and performance-based
pay within the scope of ordinary wages, and conducts an empirical analysis using
a robust difference-in-differences design that exploits variation in labor cost
shocks as treatment intensity. Theoretically, when wage adjustment is constrained,
the ruling creates dual cost pressures by increasing both overtime pay and
quasi-fixed labor costs per worker. The empirical results show that, although the
ruling had limited effects on hourly wages and employment, there is no evidence
that labor costs per worker increased. This reflects firms cost-saving adjustments
through the reallocation and restructuring of working hours. As a result, firms
reorganized working-time arrangements, reducing total labor input in the short
run and replacing overtime hours with contractual working hours in the long run.
These findings suggest that the longstanding debate over the scope of ordinary
wages, often framed as a zero-sum conflict between labor and management,
should be reconsidered within a framework of mutual cooperation aimed at
minimizing short-term costs and enhancing long-term welfare.
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