A Comparison of Labor Market Characteristics : USA., Japan and Germany
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<ABSTRACT>

A COMPARISON of LABOR MARKET CHARACTERISTICS : USA,
JAPAN and GERMANY

Dong-Un Park

Professor, Economics Major

Labour market flexibility is thought to be an engine of economic growth in the modern economy.
The reason is that employers can adjust flexibly the production factors such as capital, management,
land, etc. except labor. Labor as a production factor can not be flexibly adjusted because of labor
union, law and system, etc..

In this paper, we try to compare the characteristics of the labor markets of the US, Japan, and
Germany and to find out what kinds of lessons can be derived for the Korean labor market.

The lessons derived from this paper and helpful for the Korean economy may be briefly
summarized as follow.

First, Korea has to try to make the labor market flexible as much as the US labor market. It is
well known that the US labor market is the most flexible among the OECD member countries
because the US labor market is operated based on the competition principle.

Second, Korea has to abandon the seniority-based wage system and permanent employment
system which were copied from the Japanese system. It is well known that seniority-based wage
system and permanent employment system have made the Japanese labor market rigid. Labor market
rigidity is one of the reasons that the Japanese economy has been recessionary.

Third, Korea has not to learn anything from the German economy as far as the labor market is
concerned, because the German labor market is of the most rigid ones among the OECD member
countries. It is well known that the German labor market has been getting more rigid because of

industry-based labor union and labor participatory system.
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