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I. Introduction 
 

The ongoing discussion on the size, current status and definitions of nonstandard work 
started around March 1999, as seen in the Figure 1, when nonstandard workers, which were 
represented by non-permanent workers (the sum of ‘temporary employees’ and ‘daily 
workers’), began to take up more than half of the paid workers, largely due to the lingering 
impact of the 1997 Economic Crisis.3  

 
Figure 1. The share of Non-Permanent Workers 
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1 Senior Fellow and Exchange Scholar (Email: jyahn@gwu.edu; jyahn@kli.re.kr).  
2 Associate Professor (Emil: jsung13@kut.ac.kr) 
3 Most newspapers reported that ‘More than a half of the employed are non-permanent workers!’ and 
made it a social issue. 
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However, there was no consensus on the definition of nonstandard work and no 
representative data giving a general picture of the actual size and status of nonstandard 
workers in the whole economy. Therefore, most arguments related with nonstandard work 
were simply based on inappropriate surveys and the definition and the size of nonstandard 
workforce varied depending upon the orientation of those who made such arguments. For 
instance, some argued that ‘the growth of nonstandard work was a natural result of the 
increased flexibility of the labor market and diverse employment arrangements’, stressing 
only the bright sides of the nonstandard work, such as possibility of keeping the optimal 
number of employment facing fluctuation of labor demand and possibility of bypassing 
temporal or spatial limits of labor supply. By contrast, some other insisted that ‘nonstandard 
workers should be protected from discriminations’, by drawing attention to poor conditions 
of nonstandard workers, such as low wages, limited fringe benefits including social 
insurance, and deficient job security. 

At that time, only two nationally representative data sets, the Economically Active 
Population Survey (EAPS) conducted by the Korean National Statistics Office (NSO) and the 
Korea Labor and Income Panel Survey (KLIPS) conducted by the Korea Labor Institute, were 
available for analysis of nonstandard work. The EAPS provided the size of nonstandard 
work based on the ‘statistical’ definition, i.e., ‘temporary employees’ and ‘daily workers’ but 
it failed to define nonstandard work internationally comparable, to describe its general 
picture, and to offer appropriate information for an in-depth analysis of working conditions.  

The KLIPS provided information on a ‘self-declared definition’ of nonstandard work, 
which was crucial to identifying the actual size of nonstandard work, as well as information 
on the status of workers. Although it also offered considerable information essential for 
empirical analyses, the KLIPS, due to the lack of information for identifying diverse 
employment arrangements, was not sufficient to become a qualified source for making 
definitions of nonstandard work. 

The discussions on nonstandard work gained the momentum in 2000 when relevant basic 
data was brought into being. The Ministry of Labor, in an effort to put in order the diverse 
‘arguments’, called expert meetings to work out definitions of nonstandard work. The NSO 
set in action expert meetings with a view to developing questionnaires that will be used to 
map out definitions of nonstandard work. These efforts led to the 1st Supplement survey of 
the EAPS in August 2000. Using the same data, however, researchers applied different 
definitions of nonstandard work, which produced differences in its sizes ranging from 26% 
to 58%. As a result, the debate on ‘definitions of nonstandard workforce’ was repeated. The 
only breakthrough was that researchers came to share the same view on negative aspects of 
nonstandard work that have been confirmed by empirical analyses.  

Nonstandard work has been at the center of public debates since 2001. The national 
centers of trade unions - Korean Confederation of Trade Unions and Federation of Korean 
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Trade Unions - have demanded ‘a ban on discrimination against nonstandard workers’, 
positioning the subject as a core issue of collective bargaining. The Korean Tripartite 
Commission formed the ‘Special Committee on Nonstandard Work’ in July 2001 in order to 
put effort to derive a consensus on the definition of nonstandard work and its size until May 
2003 but it failed to make any progress. The Noh Government started on February 2003, at 
the outset, declared protection of nonstandard workers from overuse and discriminatory 
treatment as the basic principles of labor market policy. The Ministry of Labor has put her 
efforts to prepare some laws to realize the principles and, after discussion in the Tripartite 
Commission over so many years, the Act On the Protection, Etc. of Fixed-Term and Part-
time Employees was legislated on December 21, 2006, which has been effective July 1, 2007. 
Two years have passed and, in the middle of ‘jobless growth’ or more appropriately 
speaking, the restructuring process of contracting self-employment since 2003 and facing 
with the negative effect of global financial crisis originated from USA, there has been a 
discussion on extending the maximum period of employing ‘non-regular workers’ (i.e., 
fixed-term, part-time, or temporary agency workers) from two years to four years.4 

How many are workers with nonstandard employment arrangements? What extent of 
differences in working conditions between standard work and nonstandard work is due to 
discriminatory treatment?  Why have firms tried to utilize nonstandard work? The main 
purpose of this paper tackling these questions is to present, from the theoretical and 
practical views, reasons why firms utilize nonstandard workers. 

The remaining part is organized as follows. The next section presents the definitions, the 
sizes, and working conditions of workers with alternative employment arrangements using 
the data from Supplement Surveys of the Economically Active Population Survey. Section III 
raises open discussions on why nonstandard work recently becomes prevalent in Korea. The 
reasons that Korean firms demand more nonstandard workers are briefly stated from the 
theoretical, legal, and practical views. It suggests some policy and research directions in the 
context of the fair market system and the more flexible labor market. The final section briefly 
summarizes the results.  

 

                                            
4 The proposal for extending the maximum period was made and submitted to the National Assembly. 
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II. The Main Characteristics of Nonstandard Work 
 
1. Data 
 

(a) The Economically Active Population Survey 
 
The National Statistics Office (NSO) has conducted the Economically Active Population 

Survey (EAPS) since 1963 in order to provide information on the labor force characteristics 
of the Korean population that makes it possible for labor economists, government 
policymakers and legislators to understand labor market situations and to plan and evaluate 
many government programs. 

About 70,000 persons in 33,000 sample households5, who are aged 15 but not foreigners 
or persons in the armed forces, prison, or institution, are interviewed every month.6, 7 

Questionnaires in the EAPS are: (1) employment status record (major activities during last 
week, whether worked for pay or profit, temporary absence from work and its reason, 
looking for work); (2) hours worked, usual working hours, occupation, industry, the status 
of workers, establishment size, looking for additional work; (3) methods and duration of 
looking for work; (4) and demographic characteristics (such as sex, age, educational 
attainment, marital status, the relationship to the household head), etc.8 

The EAPS classifies workers into six groups (‘the status of workers’): the first three is for 
‘unpaid workers’, i.e., ‘employers’, ‘own-account workers’ (these two is called as ‘self-
employed’), ‘unpaid family workers’; and another three is for ‘wage and salary workers’, i.e., 
‘regular employees’, ‘temporary employees’, and ‘daily workers’. According to the 
Guideline of the EAPS, ‘regular employees’ are defined as ‘workers with employment 
contracts for 1 year or longer’ and/or ‘workers who have worked for one year or longer and 
are entitled to fringe benefits such as legal retirement allowance and bonus’9. ‘Temporary 
employees’ are defined as ‘out of those who are not regular workers, workers with 
employment contracts for longer than on month but shorter than one year’. ‘Daily workers’ 
is defined as, ‘out of those who are not regular or temporary workers, workers with 
employment contracts for shorter than one month’. 

                                            
5 The EAPS is a panel data set in the sense that the sample households are kept in the sample over 

the five-year period. As a matter of fact, some sample households disappear mainly due to 
moving-away. Then, households moving in the same residence become new sample households 
for the rest of the five-year period. 

6 The survey has been conducted quarterly prior to July 1982. 
7 The reference period for the survey is the week containing the 15th day of each month and 

interview is performed over the week after the reference period.  
8 See Table A.1 for the questionnaire. 
9 Only about 10 percent of ‘wage and salary workers’ make explicit or implicit contracts. It implies 

that it is difficult to classify workers only with a specified period on the contract. Therefore, 
tenure at the current job and entitlement of fringe benefits were considered to classify workers 
into the status of workers. 
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It is noteworthy that ‘regular employees’ and ‘daily workers’ was known as nonstandard 
workers while ‘regular employees’ was known as standard workers until the Supplement 
survey for diverse employment was started on August 2000. Discussions about nonstandard 
workers, however, reveals that the ‘the status of workers’ is not appropriate to classify 
workers into standard or nonstandard workers because it is likely to narrowly define 
standard workers by including entitlement to fringe benefits as a critical criterion, which 
only represents how workers are treated with.10 It requires the Supplement Survey that 
makes it possible to analyze nonstandard workers by accurately defining them, estimating 
their size, and examining what happens to them. 

 
(b) The Supplement of the Economically Active Population Survey 
 
The NSO and the Ministry of Labor had to overcome weakness of defining nonstandard 

workers using ‘the status of workers’ and they found that, in discussion of nonstandard 
workers, more than its definition and size was necessary. After several meetings of experts 
in labor economics and persons related with the national centers of trade unions, the NSO 
implemented the Supplement survey of the EAPS (SEAPS) on August 2000.11 Its main goal is 
to examine diverse types of employment such as dispatched work, work arranged by a 
temporary help agency, individual contract work, and home-based work as well as to 
scrutinize temporary employees and daily workers whose shares have been on the 
increasing trend since the recent Economic Crisis. 
To accomplish its goal, the SEAPS makes extra questions to the employed (‘wage and salary 
workers’) in addition to the questions in the EAPS.12 They are: the starting date of current 
employment, existence of employment contract specifying the period and its duration, 
renewal or repetition of employment contract, short-term work without any employment 
contract specifying the period, possibility of continuing employment without worker’s faults 
and its reasons, the expected duration of the current employment, full-time or part-time 
work and its reason, payers of wages or salaries, independent contract work, usual 
workplaces, the coverage of social insurance systems such as the National Pension or 
equivalent, the Health Insurance, and the Employment Insurance, entitlement of fringe 
benefits such as legal retirement allowance, bonus, and overtime wage, the union 
membership status, and labor income.13, 14 
 
                                            
10 The status of workers brings about endless dispute on the size of nonstandard workers in Korea. 

As stated already, there are two groups differently saying the ratio of nonstandard workers: one 
says that it is about 27 percent while another 56 percent (as of August 2002). 

11 The SEAPS has been carried out on every August, i.e., 2000, 2001, 2002, 2003, and March 2002. 
12 See Table A.2 for detail. 
13 The questions of the starting date of current employment and existence of employment contract 

specifying the period and its duration is in the main survey since January 2003. 
14 The question of the union membership status is added in the 2003 SEAPS. 
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2. The Employment Status and Non-permanent workers  
 

As seen in the Figure 2, the share of non-permanent workers out of the employed has 
shown an increasing trend since 1993 from 41 percent and then it has shown a decreasing 
trend since 2000.  

Table 1 summarizes the trend of workers by the employment status over 1989-2008. First 
of all, before the Economic Crisis in 1997, growth of the number of workers was much 
higher than two percent annually while lower than two percent since the crisis.15 The 
Economic Crisis reduced the number of workers by 1.3 millions in 1998 and the negative 
impact was greater for the number of employers (-15 percent) and permanent employees (-
10.3 percent). Second, it is noteworthy that, in 1999, there was huge increase in the numbers 
of own account workers (3 percent), temporary employees (5.3 percent) and daily workers  
(32 percent), mainly due to labor market policies such as public employment and support for 
the small business startups to overcome high unemployment rate, while the number of 

 
Figure 2. The Share of Non-Permanent Workers 
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15 This lower trend and decrease in the number of workers in 2003, when the economy showed a 
positive growth, raised the issue of ‘jobless growth.’ 
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Table 1. The Number of Workers by Employment Status 

(unit: thousand persons, %) 
 Worker Wage and Salaried Workers  Self-Employed workers 

 
  All  Perm. Temp. Daily  Share 

 
All  Emp’er OAW UFW 

1989 17,560  10,390  5,690  2,973  1,727  45.2  7,171  1,084  3,967  2,119  
1993 19,234  11,944  7,033  3,193  1,718  41.1  7,291  1,364  3,895  2,032  
1997 21,214  13,404  7,282  4,236  1,886  45.7  7,810  1,639  4,262  1,908  
1998 19,938  12,296  6,534  4,042  1,720  46.9  7,641  1,392  4,225  2,025  
1999 20,291  12,663  6,135  4,255  2,274  51.6  7,628  1,351  4,351  1,925  
2008 23,577  16,206  9,007  5,079  2,121  44.4  7,371  1,527  4,443  1,401  

           
1989-93 2.3 3.5 5.4 1.8 -0.1 -1.0 0.4 5.9 -0.5 -1.0 
1993-97 2.5 2.9 0.9 7.3 2.4 1.1 1.7 4.7 2.3 -1.6 
1997-98 -6.0 -8.3 -10.3 -4.6 -8.8 1.2 -2.2 -15.1 -0.9 6.1 
1998-99 1.8 3.0 -6.1 5.3 32.2 4.7 -0.2 -2.9 3.0 -4.9 
1999-08 1.7 2.8 4.4 2.0 -0.8 -0.8 -0.4 1.4 0.2 -3.5 
Note: Perm. (‘Permanent employees’), Temp. (‘temporary employees’), Daily (‘daily workers’), 
Emp’er(‘employers’), OAW(Own-account workers), UFW(unpaid family workers) 
Source: NSO. Economically Active Population Survey. 

 
permanent employees went down by 400 thousands, which resulted in higher share of 

non-permanent workers.   
Third, after the crisis, there has been a sluggish growth of employment, except for 

permanent employees, which results in a lower share of non-permanent workers. The 
number of the employed still shows a high growth rate, about 2.8 percent, while the number 
of the self-employed shows a negative growth rate (-0.4 percent).16   
 
3. The Size of Nonstandard Workers 

 
Table 2 shows the size of nonstandard workers, which is categorized as contingent 

workers17 (including workers with fixed-term contracts), part-time workers, and atypical 
workers or workers with the alternative employment arrangements (dispatched work and 

temporary agency work), independent contract work, on-call work/daily work, and tele-work/home-
based work.)18  

As seen in the table, there has not been any noticeable change in the share of nonstandard 
workers, from 33 to 37 percent, even after the legislation of the Act of Protecting 
nonstandard workers. The share of contingent workers showed a peak in 2004 and then it 
                                            
16 It says that the recent lower growth rate of the number of workers can be referred as the 
restructuring process of self-employment rather than ‘jobless growth.’ 

17 workers with fixed-term contract and workers without fixed term contract but without the possibility of 
continuing employment without worker’s faults. 
18 It is a little bit different from the BLS definition of the alternative employment arrangement. 
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has showed a decreasing trend while the share of part-time workers has increased to 7.6 
percent and the share of atypical workers has shown a fluctuation ranging from 12 to 14 
percent. The share of nonstandard workers is higher for female (41 percent in 2008) than 
male (29 percent in 2008) and it is same for each type of nonstandard work.    

Table 3 shows the share of nonstandard work by the firm sizes, saying that there is a 
negative relationship between the share and the firm size, i.e., 47 percent for the very small-
sized firm (1~4 employees) in 2007 vs. 19.5 percent for the large-sized firm (300 and more 
workers).  

 
Table 2. The Number of Workers By Employment Arrangements 

(unit: thousand person, %) 
 2003 2004 2005 2006 2007 2008 
Worker 14,149 14,584 14,968 15,351 15,882 16,104 
  Standard Workers 67.4 63.0 63.4 64.5 64.1 66.2 
  Nonstandard Workers 32.6 37.0 36.6 35.5 35.9 33.8 
    Contingent Workers 21.3 24.7 24.2 23.6 22.3 20.4 
    Part-time Workers 6.6 7.4 7.0 7.4 7.6 7.6 
    Atypical Workers 11.9 13.4 12.7 12.6 13.9 13.3 
       
Male Workers 8,283 8,489 8,682 8,909 9,235 9,366 
  Standard Workers 72.4 67.8 68.5 69.6 68.5 71.2 
  Nonstandard Workers 27.6 32.2 31.5 30.4 31.5 28.8 
    Contingent Workers 19.1 22.6 21.5 21.5 20.8 18.2 
    Part-time Workers 2.9 3.3 3.6 3.9 3.9 4.0 
    Atypical Workers 10.0 11.4 11.1 10.3 12.4 11.9 
       
Female Workers 5,866 6,096 6,286 6,442 6,647 6,737 
  Standard Workers 60.5 56.3 56.3 57.3 57.9 59.2 
  Nonstandard Workers 39.5 43.7 43.7 42.7 42.1 40.8 
    Contingent Workers 24.4 27.6 27.9 26.6 24.4 23.6 
    Part-time Workers 11.7 13.0 11.7 12.3 12.7 12.7 
    Atypical Workers 14.5 16.0 15.0 15.8 16.1 15.1 
Source: NSO. EAPS Supplement Survey, August each year. 

 
Table 3. The Share of Nonstandard Workers by the Firm Sizes 

(unit: %) 
Firm Size 2003 2004 2005 2006 2007  
All sizes 32.6 37.0 36.6 35.5 35.9  
1～4 workers 46.6 48.8 50.4 46.6 47.2  
5～9 38.5 42.6 40.5 38.5 38.2  
10～29 33.7 38.4 37.5 37.8 38.2  
30～99 28.7 33.5 33.3 32.8 33.0  
100～299 21.8 29.4 28.8 27.7 28.9  
300 worker and more 14.7 20.4 19.7 20.0 19.5  

Source: NSO. EAPS Supplement Survey, August each year. 
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4. Wages and Social Insurance of Nonstandard Workers 
 

Table 4 and 5 shows the average wage and the relative wage and the coverage of social 
insurance by employment types. As seen in the tables, nonstandard workers get slightly 
over 60 percent of wages that standard workers do. And less than 40 percent of them are 
covered by social insurance such as the National Pension Plan, the National Health 
Insurance, and the Employment Insurance System while more than three quarters of 
standard workers are.    
 
Table 4. Monthly Wage By Employment Arrangements 

(unit: 10 thousand KRW/month, %) 
 2003 2004 2005 2006 2007 2008 
 Wage 

(10 thousands KRW/month) 
Worker 146.6 154.2 159.3 165.6 174.6 184.6 
  Standard Workers 167.8 177.1 184.6 190.8 200.9 212.7 
  Nonstandard Workers 102.8 115.2 115.6 119.8 127.6 129.6 
    Contingent Workers 108.2 118.7 125.8 129.3 141.9 145.8 
    Part-time Workers 49.9 53.9 52.2 55.1 56.1 57.4 
    Atypical Workers - - - 104.6 111.2 119.7 
 Relative Wage 

(Compared with that of standard workers) 
Worker 87.4 87.1 86.3 86.8 86.9 86.8 
  Standard Workers 100.0 100.0 100.0 100.0 100.0 100.0 
  Nonstandard Workers 61.3 65.0 62.6 62.8 63.5 60.9 
    Contingent Workers 64.5 67.0 68.1 67.8 70.6 68.5 
    Part-time Workers 29.7 30.4 28.3 28.9 27.9 27.0 
    Atypical Workers - - - 54.8 55.4 56.3 

Source: NSO. EAPS Supplement Survey, August each year. 
 
Table 5. The Coverage of Social Insurance By Employment Arrangements 

(unit: 10 thousand KRW/month, %) 
 

       
 2003 2004 2005 2006 2007 2008 
 NPP (National Pension Plan) 

Worker 57.7 59.5 61.4 62.6 63.2 64.3 
  Standard Workers 70.8 72.5 75.7 76.1 76.3 77.3 
  Nonstandard Workers 30.5 37.5 36.6 38.2 40.0 39.0 
    Contingent Workers 39.9 48.3 52.5 51.7 59.3 56.4 
    Part-time Workers 2.1 2.4 2.1 3.2 3.3 6.4 
    Atypical Workers 22.4 25.7 23.6 22.0 23.0 23.6 
 NHI (National Health Insurance) 
Worker 59.5 61.3 61.9 63.2 64.4 65.6 
  Standard Workers 72.5 73.8 75.9 76.1 76.7 78.0 
  Nonstandard Workers 32.6 40.1 37.7 40 42.5 41.5 
    Contingent Workers 41.8 50.9 54.0 53.8 62.7 59.8 
    Part-time Workers 2.7 3.7 2.3 3.8 4.0 6.1 
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    Atypical Workers 26.4 29.7 25.8 25.4 27.7 28.2 
 EIS (Employment Insurance System)  
Worker 49.8 52.1 53.1 54.6 55.3 56.8 
  Standard Workers 59.7 61.5 63.8 64.7 64.3 65.8 
  Nonstandard Workers 29.2 36.1 34.5 36.3 39.2 39.2 
    Contingent Workers 37.6 45.8 50 49.7 57.6 56.0 
    Part-time Workers 3.0 3.6 2.2 3.2 3.7 6.3 
    Atypical Workers 21.9 25.2 22 20.8 23.9 25.8 

Source: NSO. EAPS Supplement Survey, August each year. 
 
 
 
III. Some Open Questions on Nonstandard Work: Do Employers Prefer Nonstandard 
Work?  
 

1. What do employers say? 
 
Nonstandard work is characterized with low wages, limited fringe benefits including 

social insurance, and deficient job security. These negative characteristics can be interpreted 
as lower labor costs and higher flexibility of employment from the employer’s viewpoint. 

The Workplace Panel Survey (WPS), conducted by the Korea Labor Institute in 2002,  
2003, and 2004 provides information on utilization of nonstandard workers. The WPS 
interviewed managers in charge of human resource management, industrial relations and 
the employee representative of the trade union or work council for 2000 workplaces 
sampled from the Employment Insurance Database. The questionnaire for human resource 
management consists of 12 basic sections and 4 supplementary sections. 19  The 
supplementary section for nonstandard work is the first integrated survey on it. Some 
supplementary questions are as follows: the number of nonstandard workers by type of 
nonstandard employment, the recent trend of its share, plans utilizing it in the near future, 
reasons for using it, satisfaction with using it, problems arising from using it, its relative 
productivity and wage level/unit labor cost compared with standard workers, etc. 

In order to shed light on what employers say about nonstandard work, it is better to 
briefly summarize the main findings from the 1st wave of the Nonstandard Work 
Supplement Survey of the WPS, in which 1,433 workplaces provide appropriate information. 
First, about 65 percent (832 workplaces) have utilized nonstandard work and its share in 732 

                                            
19 The basic sections are the basic information on the workplace, managerial environments, the 
overall human resource management, the current structure of employment, the recruiting and 
selection process, the employee training system, the evaluation system, the promotion system, the 
compensation system, the workplace structure and employee participation, the working hour system, 
and the compulsory retirement system. The four supplementary sections are the recent experience of 
restructuring employment, nonstandard work, the certificate of qualification system, and adoption 
of information technology. 

 10  



Conference of the Regulating for Decent Work network 
 

workplaces employing nonstandard workers at the time of interview was 17.6 percent. 
Second, the main reasons why they utilize nonstandard work are more flexibility of 
employment (30.3 percent) and reduction of labor costs (32.1). Third, the relative wage level 
of nonstandard workers to standard workers is 79.9 percent on average, while the relative 
productivity is 77.6 percent, which implies no extra profit from employing nonstandard 
workers. Then, why do employers utilize nonstandard workers? The relative unit labor cost 
is 70.4 percent, which means extra profits of 7.2 percent point from employing nonstandard 
workers.  
 

2. How do firms meet the derived demand? – Flexibility matters. 
 
Figure 3 shows fluctuation in the demand for goods or services produced by workers in a 

workplace. To meet the derived demand in the short run, the firm should adjust 
employment, or more exactly, the effective labor (=the number of workers times working 
hours). It is possible only when the firm can choose any number of workers (free to layoff or 
recruit) and any number of working hours (the fully flexible working hour schedule). In this 
case, the firm will employ Nmean workers and change employment considering 
minimization of the adjustment costs. 

 
Figure 3. When the demand fluctuates 
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What happens if they are not free to choose the optimum level of employment due to 

regulations in the labor market such as employment protection legislation or the legal 
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maximum of working hours, or a limit in the flexible working hour schedule? The Labor 
Standards Act of Korea is known as one of the most strict employment protection 
legislations mainly due to the Article specifying prohibition of layoffs without ‘just causes’, 
even though mass layoffs due to managerial reasons have been permitted recently. Further, 
the legal maximum of working hours is 40 hours per week and overtime is limited to 16 
hours. The flexible working hour schedule is possible only within three months.  

What is the best strategy when a firm cannot lay off standard workers? The firm is likely 
to be very careful to employ more standard workers even in its upturn because layoff costs 
are so high. In other words, the firm is more likely to maintain the minimum number of 
standard workers, No. The firm meets the derived demand by employing nonstandard 
workers who can be laid off whenever it decides. It can be concluded that, by providing full 
flexibility, nonstandard work plays a crucial role of guaranteeing the optimal number of 
employment, which leads to the firm’s profit maximization. 

 
3. How to explain the wage gap between standard workers and nonstandard workers? 
 
Figure 4 shows labor market equilibrium, Eo, where demand for labor meets supply of 

labor. At the equilibrium, firms employ No workers paying wage, Wo, which is the same as 
the value of marginal product. The total labor cost is ONoEoWo. 

 
Figure 4. When trade unions demand a higher wage 
 

 
O

En

Wo Eo

NoNs

Ws
Es

Ea
Wn

D

S
Wage

Employment
 

 12  



Conference of the Regulating for Decent Work network 
 

Suppose that there is a trade union demanding a higher wage, say Ws, and that Ns 
workers are union members and N-Ns workers are not. In this context, the trade union as a 
monopoly union is assumed to select Ws because it considers the value of marginal product 
without non-member workers. Suppose that the firm gives up to the ‘powerful’ trade union 
and it accepts the higher wage demanded. Then, to keep the zero normal profit, the firm has 
to pay a lower wage level to non-member workers such as Wn such that ONsEsWs + 

NsNoEnEa = ONoEoWo. A wage gap, Ws – Wn, takes place in this workplace due to 
trade union demanding the wage level for union members (standard workers) higher than 
equilibrium at the cost of non-union workers (nonstandard workers). 

 
4. What is the optimal mix of standard workers and nonstandard workers? 
 
Suppose a firm’s short-run production schedule 

Q = F(L; K),  L = labor and K = capital, 
and a labor-combining schedule is 

L = G(Ls, Ln),  Ls = standard workers and Ln = Nonstandard workers, 
as in Figure 5. Then, Q = F(G(Ls, Ln); K). 
 

Figure 5. The optimal combination of types of workers 

θo = Ln/Ls
ωo = Ws(1+b)/Wn

Ls

Ln

L = G(Ls, Ln)

Eo

 
 
Suppose that the wage rates for standard workers and nonstandard workers are Ws and 

Wn. Then, the factor price ratio, which represents the relative price of nonstandard workers 
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to standard workers, is Ws/Wn. Let’s define the ratio of the unit labor cost as 
 ω = Ws(1+b)/Wn,  b = costs of fringe benefits for standard workers. 

If there is no fringe benefits at all and there is no wage gap, then ω = 1. 
The firm chooses Eo where the marginal rate of substitution equals the ratio of the unit 

labor cost and the nonstandard-worker intensity is θo. With a higher relative wage of 
standard workers or more fringe benefits, the ratio of the unit labor cost goes up and the 
nonstandard-worker intensity goes up, implying a higher ratio of nonstandard workers. 

 
5. Why do firms give in to trade unions demanding a higher wage and what happens? 
 
Suppose a market structure as follows: (1) a firm C has monopoly power in the goods 

market; (2) in the firm C, there is a trade union whose members are standard workers; (3) 
there are many and relatively small subcontracting firms and their workers cannot organize 
a trade union; and (4) the firm C has power to the subcontracting firms as a monopsonist. 

Suppose that the trade union demands a wage higher than equilibrium at the collective 
bargaining. The firm has to accept the demand or the trade union goes on strike. The firm 
and trade union calculate losses due to strike. If that trade union is powerful and firm C 
expects a huge loss due to the strike, it accepts the demand.  

Now the firm has two options to maximize its profits: to raise the price of its product or 
to cut down the subcontracting price. Suppose that the firm chooses the second, which is 
usual practice in Korea. Then subcontracting firms face less money for their workers, which 
implies lower wages for nonstandard workers in small-sized firms. As the trade union 
demands higher wages, the wage gap between standard and nonstandard workers and that 
between workers in large-sized and small-sized establishments are widened. 
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Appendix 1: The Supplement Survey of the Monthly Economically Active Population Survey  
 

0. Cover sheets (mostly not for public release) 
 Ed number 
 Segment and living quarter’s number 
 Household number 
 Interview Date and Time 
 Interview Method: 1) Face to face 2) Telephone 3) Self-fill out 
 Status of household members: Total, Male, Female 
 Household size 
 Excluded from the survey: age less than 15 
 Excluded from the survey: age 15 or older (if 15 and younger and 15 and older are excluded, 

that leaves nobody for the survey) 
 Included in the survey 
 Employed persons 
 Unemployed persons 
 Not-in-the labor force 
 Household head excluded 1. Yes 2. No 
 Type of household: 1) Farm 2) Non-farm 
 
I. Individual Characteristics 
 
1. Household member 

number  
on household list 
 __ __ 

2. Relationship to household 
head 

 1. Head 
 2. Spouse 
 3. Son/Daughter Not Married 
 4. Son/Daughter Married 
 5. Grandson/daughter 
 6. Parent (in law)  
 7. Grandparent (in law)  
 8. Brother/sister not married 
 9. other relatives 

3. Sex 
 
1. Male 
2. 

Female 

4. Date of Birth 
 
Year __ __ __ __ 
Month __ __ 
Day __ __ 

5. Educational Attainment 
School Major Attainment 
0.None 
1.Primary 

school 
2.Middle 

school 
3.High 

school 
4.College 
5.University 
6.Graduate 

For high schools 
1. Cultural 2. Artistic/physical  
3. Educational 4. Commercial, 

agricultural, technical, fishery 
For college and higher education 
1. Cultural/Social Science 4. Natural 

Science 
2. Artistic/Physical   5. Engineering 
3. Educational      6. 

Medicine/Pharmacy 

1. Graduat
ed  

      Year: __ 
_ 

2. Attending 
3. Dropped out 
4.Temporary 

rested 

6. Marital Status 
 
1. Not married 
2. Married 
3. 

Widowed/Divorced 

 
II. Confirmation Items for Labor Force Status 
7. What were you doing most of last week? 
1. Working (skip to the questionnaire 12) 
2. With a job but not work 3. Looking for 

work 
4. Caring for child(ren) 5. Keeping house 
6. Attending school  
7. Attending institution for entrance 

examination 
8. Attending vocational Institution 
9. Preparing for employment 
10. Preparing for entrance to school of higher 

grade 
11. Too able to work (Doesn’t make sense) 
12. Unable to work (handicapped) 
13. Waiting for enlistment 
14. Preparing for wedding 
15. Rested 
16.Other (Specify: ) 

9. Although you did not work last week, did 
you have a job or business? 

1. Yes 
 Why were you absent from work last week? 
 11. Temporary illness or injury 
 12. On vacation or training 
 13. Other family/personal obligation 
 14. Labor dispute 
 15. Shutdown of operation 
 (skip to questionnaire 14, for 11~15) 
 16. Other (specify: ) 
 (skip to questionnaire 10) 
2. No. (skip to questionnaire 10) 
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10. Were you looking for a job or work during 
the last week? 

1. Yes (skip to questionnaire 18) 
2. No 

8. Did you do any work for pay or without 
pay in the family business last week? 

1. Yes (skip to questionnaire 12) 
2. Unpaid family work (skip to questionnaire 

12) 
3. No. 

11. Were you looking for a job or work during 
the last 4 weeks? 

1. Yes (skip to questionnaire 18) 
2. No (skip to questionnaire 25) 

 
III. For the Employed 
12. Did you have more than 1 job or business last 

week? 
1. Yes 
2. No 
13. How many hours did you work last week? 
1. Main job: __ __ __hours 
2. Supplementary job: __ __ __ hours 
3. Total: __ __ __ hours 
 
1. less than 18 hours (unpaid family work)  
 (skip to questionnaire 10) 
2. 1~35 hours 
3. 36 hours or more (skip to questionnaire 31) 

15. Did you want an increase in work 
hours last week? Otherwise, did you want 
an additional job or to change a job with 
longer work hours last week? 

1. Want to increase work time in the 
current job 

2. Want to have another job in addition to 
the current job 

3. Want to change a job with longer work 
hours worked than the current job 

 (skip to questionnaire 16 for 1~3) 
4. Do not want to change 
 (skip to questionnaire 31) 
16. Could you increase work hours or 

change a job last week? 
Yes: When? 
 (skip to questionnaire 17) 
 1. Within 1 week 
 2. After 1 week up to 1 month 
 3. After 1 month(including not exact) 
 9. No (skip to questionnaire 31) 

14. Do you usually work less than 36 hours a 
week? 

Yes: what is the main reason you usually work 
less  

than 36 hours a week? 
 11. Normal work time is less than 36 hours 
 12. Own illness 13. caring for child(ren) 
 14. Keeping house 15. Attending school 
 16. Personal preference 17. Out of work 
 18. Other (specify: ) 
No: Then, what is the main reason you worked 

less than 36 hours last week? 
 21. Temporary illness or injury 22. Bad weather  
 23. Vacation/professional training 24. Caring for 

child  
 25. Other family/personal obligations 26. Labor 

dispute 
 27. Business depression/shutdown of operation 
 28. Other (specify: ) 

10. Were you looking for another job or 
work last week? 

1. Yes 
2. No 
 
 (skip to questionnaire 31) 

 
IV. For the Unemployed 
18. Could you have taken a job last week if 

one had been offered? 
1. Yes 
2. No (skip to questionnaire 25) 

21. What kind of worker status do you want? 
1. Paid worker 
2. Unpaid worker 

22. What kind of work do you desire? 
1. Full-time 
2. Part-time 
23. Did you receive any job offers last week? 
1. Yes (skip to questionnaire 24) 
2. No (skip to questionnaire 29) 

19. How were you looking for work 
mainly? 

1. Registered at public employment agency 
2. Registered at private employment agency 
3. Sent out resumes/Filled out applications 
4. Placed or answered ads. 
5. School/university employment center 
6. Checked at work sites 
7. Contacted friends or relatives 
8. Arranged to establish own business 
9. Other (specify: ) 
20. How many months have you been 

looking for work? 
 __ __ months 

24. What was the main reason you could not 
work at the offered job last week? 

1. Lack of knowledge, experience, skills, or 
aptitude 

2. Unsatisfactory work conditions such as pay, 
welfare, working hours, etc. 

3. Have no prospect of work or company 
4. Geographical disadvantage 
5. Lack of information on work or job 
6. Waiting for notice of results after test or job 

interview 
7. Other (specify: ) 
(skip to questionnaire 29) 
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V. For Those Not-in-the-Labor Force 
25. Did you want a job last 

week? 
1. Yes 
2. No (skip to questionnaire 29) 

27. What was the main reason you were not looking for work 
last week? 

1. No prospect of finding a job suitable own knowledge and 
experience 

2. No prospect of finding a job suitable with acceptable wage 
and  

salary working experience 
3. No prospect of finding a job suitable nearby 
4. Lack of necessary schooling, training, skills or experiences 
5. Employers might think too young or too old 
6. Couldn’t find any job or work in the past 
7. Caring for child, keeping house 
8. In school or other training 
9. Other (specify: ) 

26. Could you have started a 
job if one had been offered last 
week? 

1. Yes 
2. No 
* skip to questionnaire 29, 
 if responded 1. yes for 

questionnaire 10 

28. Have you ever looked for work at any time during the last 
1 year? If yes, when did you last look for work? 

1. Yes Year __ __ __ __ Month __ __ 
2. No 
 
(skip to questionnaire 29) 

 
VI. Other 
29. Have you ever worked for pay or 

profit? If yes, how many months have 
passed since leaving the last job? 

1. Less than 12 months  
 When: Year __ __ __ __ Month __ __ 
2. 12 months and over (♣ Question End) 
3. Never (♣ Question End) 

32. What kind of work were you doing? 
Kind of duty ____________________ 
Position(occupation) _____________________ ( __ 

__ ) 
 
How many persons were engaged in the 

establishment? 
1. 1~4 workers 2. 5~9 3. 10~29 
4. 30~99 5. 100~299 6. 300~499 
7. 500 or more 
33. What was the status of workers? 
Wage and salary worker 
 1. Regular employee 
 2. Temporary employee 
 3. Daily worker 
Self-employed (♣ Question End) 
 4. Employer 
 5. Own-account worker 
 6. Unpaid family worker 

34. When did you start the job of last week? 
 Year __ __ __ __ Month __ __ 

30. What was the main reason you left the 
job? 

1. Other family/personal obligations 
2. Caring for child, keeping house 
3. Retirement or old age 
4. Unsatisfactory work conditions (hours, 

pay, etc.) 
5. Dissolution or closure of the company 
6. Dismissed or voluntarily retired 
7. Temporary or seasonal job completed 
8. Out of work/business conditions 

worsened 
9. Other (specify: ) 

31. What kind of business or industry 

were you engaged in? 

Name of establishment:  

 ________________________  

Main activity of establishment (industry) 

 ____________ ( __ __ __) 

  

35. Did you have a fixed term contract when 
employed? 

1. Yes 
 What was the duration of the contract? 
 1. 1 month or less 
 2. More than 1 month but less than 1year 
 3. 1 year 
 4. More than 1 year up to 3 years 
 5. More than 3 years 
2. No 
 Without any specific faults made by yourself, 
 do you expect to keep working as long as you  
 want? 
 1. Yes 2. No 
(For the special month for the supplement survey, skip 

to questionnaire 41.  
If not, ♣ Question End) 
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♣ This supplement survey is for the employed, but not for the self-employed. 

Here, ‘your job’ means for the job you have during the reference period, i.e., the last week. 
41. (If there is a fixed employment period on the 

contract) is the current contract (period) 
recurring or updated? 

1. Yes 
2. No. (It is the first contract period) 

((Go to Questionnaire 43) 

47. Who pays for your wages and salaries? Is it a 
temporary work agency? 

1. employer the same as workplace  
(Go to Questionnaire 49) 
2. the dispatched worker company(a TWA) 
3. a temporary help agency 
48. What is the name of your workplace? 
 Name: _______________________ 
 The main activity (industry) __ __ 

42. (If there is no fixed employment period on the 
contract) Is your job for days or weeks only 
when it is available? (e.g. daily workers in 
construction industry, personal home-keeping 
service, personal care for patient) 

1. Yes (Go to Questionnaire 46) 
2. No 

49. Is the current job paid by achievements that you 
accomplish or by receiving clients to provide goods 
and services? 
1. Yes      2. No.  

50. Where do you usually work? 
 1. At home 
 2. Either in workplace/my office or in other place but 

specified 

43. Provided the economy does not change (run 
into closing business or mass layoff for 
restructuring) and your job performance is 
adequate, can you continue to work for your 
current employer as long as you wish? 

1. Yes 
 43-1. Why did you say YES? 
 1. My job with a contract without specifying any 

employment period. 
 2. My job is continued by recurring contract 
 3. My job under implicit employment practice, 

meaning continuing work without contract 
specified 

(Go to Questionnaire 46) 
 2. No 
44. How much longer do you expect to work with 

your current job? 
1. No more than 1 year ( months) 
2. More than 1 year but no more than 3 years 
3. More than 3 years 

51. What is the reason why you choose to work with such 
an explicit or implicit contract as in your job?” 

Because I 
1. am satisfied with job contents and its working 

conditions  
2.  can’t find any other satisfactory jobs other than this 
3.  have a plan to move to another job sooner or later 

with having experience in this job 
4. have to also take care of children and/or home 

production 
5. have to participate in vocational training or other 

further education 
6. have freedom for me to control working hours flexibly 

at this job 
7. can get money just as much as I do in this job 
8. do not want to be tight at work-life and am not 

responsible for this job too much 
9.  have any other reasons 
(Q. 51 has been added since the 2004 survey)  
52. Are you covered, through the current job, by the 

social insurance systems as follows? 
National Pension or equivalents   11. Yes 12. No 
Health Insurance                21. Yes 22. No 
Employment Insurance           31. Yes 32. No 
53. Are you eligible for the following fringe benefits? 
Retirement Allowance   11. Yes 12. No 
Bonus                 21. Yes 22. No 
Overtime Wages        31. Yes 32. No 
Paid vacation           41. Yes 42. No 
54. Did you and your employer make a written 

employment contract when you started work? 
1. Yes  2. No 

45. What is the main reason of your expectation as 
such? 

Because 
 1. the employment contract with a specified 

period is going to be terminated 
 2. the contract will come to an end implicitly or in 

general practice 
 3. I was recruited under the condition that I will 

quit whenever the employer says to. 
4. the current project/duty will be terminated. 
 5. the previous worker (whom I worked for as a 

substitute) will be back. 
 6. my job is only available during certain times of 

the year, for seasonal work. 
 7. I am going to search for a new job with better 

working conditions or a better match to my 
aptitude or abilities 

8. I am going to be of retirement age according to 
rules or practices. 

9. of an education, caring family, or health problem 
 10. of a managerial problem in the workplace 
 11. of other reasons ( specify: ) 

55. Are you a member of a trade union in your 
workplaces? 

1. There is NO trade union. 
2. I am NOT eligible for trade union. 
3. I do not want be a member. 
4. I am a member of a trade union. 
56. How is your wage or salary determined?  
1. Hourly  2. Daily 3. Weekly 4. Monthly 
5. Annually 6. Performance payment 7. others 
(This questionnaire is added since 2004 survey)  

46. What are the working hours in the current job? 
 1. full-time work: usually___ hours per week 

(Go to Questionnaire 47) 
 2. part-time work: usually___ hours per week 
46-1. What is the main reason for part-time work? 
1. I couldn’t find a full-time job. 
2. I wanted part-time work.  
(46-1 is deleted since 2004 survey) 

57. How much were you paid per month during the last 
three months? 

__ __ __ __ ten thousand won 
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