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(Table 2) Prior and Posterior Distribution of Shock Processes

Prior distribution Posterior distribution

Descriptions - -
Distr. Mean St. Dev. Mode Mean 95% interval

0z. SE. Capital aug. tech Inv. Gamma 0.1 2 1.3584 1.3509 (0.7747, 1.9957)

0z, SE. Markup Inv. Gamma 0.1 2 0.9897 1.0168 (0.714, 1.4445)
0y, SE. Labor aug. tech. Inv. Gamma 0.1 2 2.8883 2.9174 [(2.3854, 3.4931)
0z SE. IST Inv. Gamma 0.1 2 11.8581 12.369 (9. 1436, 15.8072)
04,  SE. Preference Inv. Gamma 0.1 2 0.0428 0.0856 (0.0181, 0.3129)
oc SE. Gov. spending Inv. Gamma 0.1 2 2.6647 2.6515 (2.2099, 3.1212)
0y SE. Labor supply  Inv. Gamma 0.1 2 1.7294 1.8123 (1.4273, 2.2491)
Pz,  Capital aug. tech Beta 0.5 0.2 0.9499 0.9474 (0.9061, 0.9922)
Pz, Markup Beta 0.5 0.2 0.8314 0.7793 (0.6379, 0.9274)
Pz,  Labor aug. tech Beta 0.5 0.2 0.9575 0.9228 (0.8584, 0.9772)
Pz, IST Beta 0.5 0.2 0.2979 0.2935 (0.231, 0.3542)
Pz, Preference Beta 0.5 0.2 0.6101 0.589 (0.2395, 0.9212)
Pe Gov. spending Beta 0.5 0.2 0.9883 0.9328 [(0.754, 0.9991)
Pz, Labor supply Beta 0.5 0.2 0.9349 0.9107 (0.8229, 0.9932)

Note: SE denotes standard error and IST denotes investment specific shock.

18) OECD 9] A2 75.5% (OECD W& glolg 71g2o] 2|2 20001 delA4] 20124 wo]E
£ 719).

19) o|& E9°]. Karabarbounis and Neiman (2014) o4+ v]=2] A% o=1. 252 FA3ATh
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(Table 3) Prior and Posterior Distribution of Model Parameters

o Prior distribution Posterior distribution
Descriptions - -
Distr. Mean St. Dev. Mode Mean  95% interval
h Hours in the s.s. Beta 0.35 0.1 0.3348 0.3507 (0.162, 0.5475)
Inverse Frisch elasticity of

y TErse nlscb CAsiAy oL camma 2 075 0.3968 0.4665 (0.1885, 0.7789)

abor
o Elasticity of substitution ~Gamma 1 1 0.453 0.4684 (0.3291, 0.6134)

a

v Capital share in the s.s Beta 0.4 0.05  0.3238 0.3261 (0.2333, 0.4202)

Investment adjustment

. Gamma 4 0.5  4.0345 4.0251 (3.0818, 5.0179)
oS

oM e A5 EEe HEald tigh B E40] kA BE <t
AN 72 F2A FAEC] F& WA} e a5EEd vAe &3t ARE
sletalr] SlshA $ZNkg BAE AN, Figure 3)& WlolxIet FYor 3
S o

= o

2
N
)
3
lo
ofj
N,
£
2
&
=
&
2

ZAHE-S-2 Smets and Wouters (2003) ol 4] 21&7}
Ax)5kaL otk & Hol M= AFFSo] ZF e

A 3
e Al 2 JE T Artaad dAgEgdS 180 22 0. 45302 %
5

¢

A AL F() o



=

.

=3

ol
_5_7].

s %
[¢})

3

2=

=

A= vlv]

J

A

T
=
T

A
A7} el

1=
-

1 7]l 2F 0.4%

FaL whebA

°
]_

At

7h= o)gh= gy

el M 2

b 2

&=
o} A

}

1]
R

o)\t A4k ol e}

L

=

Kz =7k

[CR=E=S

17

RA

o)
A

71el 2k 0.4% 7},
A

q
CER

A

71 0.2% Z7)).

gHl-8-o]

=z
o
T

3]

A

It} (3
A}

-

L

7},
Z187 B
74

e

vl o} A4

o

SIEE

el

o

ol

94

A 4 (26) ol mham ke rhagd

£

o

% AE2 mn|

g2 0,01

omg BExe 7o) Wslelx]

3

O

e 1

o

o

o)

717 #h
A

A9l Wgkehr] ¥t

o
.

govllk s

i]in
{
1o
H



714 <k 0.2% 3t

o PRAEFA 7

==
o

2
CEELEES=ER T

Bige A 67 3 A 4
$ AR(1) I=HEZE 0. 992 X

VI
{

714 0.6% <7V

q

A

58
;
okos Alzte] Aol wheh A

AR(1) SR 0.3 BEE A%A0] Ae) gick. wheb

2.8% 7V 37D

=
=

1

7} 40719Yel] 7]%9]

i

;OD

1.

=)

T
o

M
N

=]

o] o}

%o
gl

7 A9l Zgolnt
Aoz Ao}

-

R

331 AA A Ak

oF

18 G 7

719] e

g

o]

< 79 Al

o
-

KO

oY

A

s

b ol

Felst 2o} AReInRE %

o

1 olzel

0

< 37}

AR

ZA7F0.3% =7}).

o] Aol whet

N

I

7¥ete] mEaSEES @710 oF 0.1% 7FF fHastaL o

H) &8 (disutility) &) 37}

if

=°]

—é;_]:

1:3

A

i F

el ARtozo] Yataa thA7E <t =

Ao

o
A

2
O/ .

83

A

71 0.3%

3]

A

7VstAl "k (3

=



o

o] wEASFIE WEe] Agecld] U B4 159

(Figure 3) Impulse Response Functions
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#HA A. Prior and Posterior distribution
(Figure A.1) Prior and Posterior distribution22)
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A B. Linearized First-order Conditions
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Analyzing Determinants of Labor Income Share

Fluctuations in Korea

Hul Hwang™® - Sunghyun Kim**

Abstract

This study analyzes business cycle factors that affect the labor income share
in Korea. For the analysis, we employ a Bayesian dynamic stochastic general
equilibrium model with generalized CES production function, monopolistic
competition, and investment adjustment costs. We include 7 exogenous shocks
in the model (labor augmenting productivity shock, capital augmenting
productivity shock, markup shock, investment specific technology shock,
preference shock, labor supply shock, government spending shock). The
Bayesian estimation shows that the elasticity of substitution between production
factors is 0.453, implying that the factor augmenting productivity shock and
the factor income share have a negative relationship. Variance decomposition
reveals that the markup and labor augmenting technology shocks are more
important in explaining the short-run dynamics of labor income share, while
the capital augmenting technology shock becomes more prevalent in the long
run. Historical decomposition shows that the labor augmenting technology
shock has been more effective in affecting labor income share than the capital
augmenting technology shock since the global financial crisis. These results
can provide policy implications on technology promotion that can affect the
labor income share more effectively.

Key Words: labor income share, markup, DSGE model, Bayesian estimation, variance
decomposition
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