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(Figure 3) Trends in Production Index, Number of Self-Employed and Employment

(vear over year growth rate, %)
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Source: Statistic Korea.

(Figure 4) Correlation between Effective Minimum Wage in 2018 and Changes
in the Number of Self-Employed
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(F) Construction, (G) Wholesale and retail trade, (H) Transportation and storage, (I)
Accommodation and food service activities, (J) Information and communication, (K)
Financial and insurance activities, (L) Real estate activities, (M) Professional, scientific
and technical activities, (N) Business facilities management and business support
services; rental and leasing activities, (P) Education, (Q) Human health and social work
activities, (R) Arts, sports and recreation related services, (S) Membership

organizations, repair and other personal services.
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(Table 1) Estimates of the Impact of Minimum Wage on Self-employed

Total self-employed
Employers Own-account worker
(1) 2 (3)
EMW -0. 092 -0.413 0. 236
(0.105) (0. 236) (0.199)
dln (PRO) 0. 305 1. 087 -1.680
(0.353) (1.213) (1. 650)
Constant 4.728*** 2.402 7.225%*
(0.530) (1.837) (2.547)
Observations 360 360 360
R-squared 0.034 0.128 0. 087

Note: Significant at *10%, ** 5%, *** 1%. All regressions include the industry fixed effect and
the time fixed effect. Errors are clustered at the industry-level.
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(Table 2) Lead and Lag Effect

Total self-employed

Employers Own-account worker
(1) ®) (3)
Pre period
-0. 063 -0, 087 -0. 070
EMW*
& (0. 067) (0. 189) (0. 141)
-0, 062 -0.003 -0. 041
EMW* Q.
@ (0. 126) (0. 152) (0. 203)
-0.016 0.101 -0. 068
EMW*
@ (0. 201) (0. 196) (0. 241)
Post period
-0. 088 -0.167 -0. 072
EMW*
@ (0. 239) (0. 292) (0. 234)
-0. 068 -0. 340 0.336
EMW*
@ (0. 190) 0.303) 0. 526)
-0. 180 -0, 621** 0.324
EMW* Q.
@ (0. 166) 0. 271) (0. 340)
-0.171 -0, 505* 0.174
EMW*
@ (0. 252) (0. 247) (0. 319)
Observations 360 360 360
R-squared 0. 037 0.144 0. 096

Note: Significant at *10%, ** 5%, *** 1%. All regressions include the industry fixed effect,
the time fixed effect and the index of industrial product. Errors are clustered at the
industry level.

(Figure 4) Estimates of the Impact of Minimum Wage on Self-Employed over Time
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Note: Change in rate associated with one percent increase in effective minimum wage ratio.
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(Table 4) Estimates of the Impact of Minimum Wage on Wage Worker
and Unpaid Family Worker

. Unpaid
Total wage worker _
family worker

Full-time Temporary Daily
)] W) (3) @ (5)
Effective Minimum 14 -0.051 0. 009 0. 174 0,073
Wage
(0.091) (0.089) (0. 176) (0. 465) (0. 596)
Observations 360 360 360 340 345
R-squared 0. 220 0. 253 0.123 0. 083 0.123

Notes: Significant at *10%, ** 5%, *** 1%. All regressions include the industry fixed effect,
the time fixed effect and the index of industrial product. Errors are clustered at the

industry level.
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(Table b) Lead and Lag Effects on Wage Worker and Unpaid Family Worker

Unpaid

Total wage worker .
family worker

Full-time Temporary Daily
(1) 2) (3) (4) (5)
Pre period
EMWQ, 0.073 0. 042 0.002 -0. 411 -0. 413
(0. 098) (0.109) (0.176) (0. 463) (0. 424)
EMW*Q, 0.176* 0. 064 0. 405 0. 046 -0. 274
(0.096) (0.122) (0. 253) 0.713) (0. 626)
EMW*Q, 0. 085 0.151*** 0.422 -0. 918 -0. 522
(0. 106) (0.042) (0. 260) (0.766) (0. 690)
Post period
EMWQ, 0. 048 0. 142* 0.311 -0. 695 -0. 310
(0.139) (0. 069) (0. 234) (1.013) (1. 083)
EMW*Q, -0. 079 -0.022 0. 009 0.574 0. 150
(0.105) (0.138) (0. 260) (1. 028) (1. 101)
EMW*Q, -0. 028 -0. 073 0.324 0.032 -0. 544
(0. 146) (0.158) (0. 361) (0.727) (0.762)
EMW*Q, -0. 046 0. 008 0.221 -0. 508 -0. 826
(0.161) (0.173) (0.301) (0. 570) (0. 824)
Observations 360 360 360 340 345
R-squared 0. 246 0. 288 0.164 0.107 0.142

Notes: Significant at *10%, ** 5%, *** 1%. All regressions include the industry fixed effect,
the time fixed effect and the index of industrial product. Errors are clustered at the
industry level.
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(Table A1) Effective Minimum Wage by Industry

The number The number

Effective
.. of of
minimum
Industry Code wage in self-employed  self-employe
2?)18 in 2018 d in 2017

(thousand) (thousand)

Manufacturing C 0. 062 211.0 216.0

Water supply; sewage, waste

management, materials recovery £ 0.059 57 53
Construction F 0.044 197.9 206. 9
Wholesale and retail trade G 0.159 583.9 605. 3
Transportation and storage H 0.150 298.0 305. 1
Accommodation and food service activities I 0.370 328.5 326.5
Information and communication J 0.041 37.9 36.2
Financial and insurance activities K 0.016 19.3 19.4
Real estate activities L 0.289 79.1 79.8
:Crzfjtsisels()nal, scientific and technical M 0.030 80.3 79 7
Business facilities management and

business support services; rental and N 0.070 47.1 44. 2
leasing activities

Education p 0.046 167.6 169.2
Human health and social work activities Q 0.078 45.1 41.2
Arts, sports and recreation related services R 0. 269 71.8 67.4
Membership organizations, repair and S 0.186 918.3 9984

other personal services

Notes: Effective minimum wage in 2018 was calculated using “Survey Report On Labor
Conditions By employement Type in 2017 (Ministry of Employment and Labor). It is
defined by the ratio of workers paid below the 2018 minimum wage (Adjusted by CPI).
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(Table A2) Estimates of the Impact of Minimum Wage on Self-employed
(case of minimum wage coverage rates)

Total self-employed
Employers Own-account worker
8)) ®) (3)
EMW -0. 080 -0. 399 0. 325
(0. 147) (0.307) (0. 289)
dln (PRO) 0.315 1.122 -1.679
(0. 350) (1. 224) (1. 655)
Constant 4. 713%** 2.349 7.223%*
(0. 524) (1. 854) (2.555)
Observations 360 360 360
R-squared 0.031 0.104 0. 086

Notes: Significant at *10%, ** 5%, *** 1%. All regressions include the industry fixed effect,
the time fixed effect. Errors are clustered at the industry level.

(Table A3) Lead and Lag Effects (case of minimum wage coverage rates)

Total self-employed

Employers Own-account worker
(1) 2) (3)
Pre period
-0.078 -0. 145 -0.075
EMW*Q
@ (0. 100) (0. 295) (0. 205)
-0. 066 -0.012 -0.010
EMW* Q.
@ (0.173) (0. 207) (0. 293)
0. 048 0. 268 -0. 045
EMW*Q
@ (0.272) (0. 259) (0. 344)
Post period
-0.014 -0.003 -0. 050
EMW*
@ (0. 330) (0. 381) (0. 345)
-0. 008 -0. 268 0.516
EMW*
@ (0. 259) (0. 393) (0. 775)
-0. 205 -0.701* 0. 444
EMW* Q.
@ (0. 226) (0. 387) (0. 488)
-0. 184 -0. 496 0. 251
EMW*
@ (0. 344) (0. 315) (0. 445)
Observations 360 360 360
R-squared 0. 036 0.123 0.093

Notes: Significant at *10%, ** 5%, *** 1%. All regressions include the industry fixed effect,
the time fixed effect and the index of industrial product. Errors are clustered at the
industry level.
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The Effect of the Minimum Wage on Self-Employed:
Focusing on the Minimum Wage Hike in 2018*

JunSeok Yang™™* - YoonSeop Jang™**

Abstract

Recent social debate over minimum wage in South Korea has focused on its
negative effect on self-employed. However, academic papers on this issue is
hardly found. This paper attempts to fill this gap between academia and
society. This paper empirically investigates the effect of the sharp minimum
wage increase in 2018 on the number of self-employed. South Korea has
adopted national uniform minimum wage and this limits the analytic method of
identifying the real effects of minimum wage. To overcome this constraint, we
analyze the relationship between ratio of the employees affected by raised
minimum wage, which differs across industries. Our empirical results find no
significant relationship between minimum wage increase and the number of
self-employed over 2018. However, further analysis based on quarterly
dividend data shows that minimum wage increase in 2018 has negatively and
significantly affected the number of self-employed with employees since the
third quarter of 2018. Yet, we find no evidence that this has led to decrease
in overall employment.

Key Words: minimum wage, self-employed, employment
JEL Classification: J0, L1, L5

Received: May 2, 2019. Revised: Oct. 1, 2019. Accepted: Nov. 22, 2019.

* We are thankful for helpful comments and assistance to the chief-editor and two
anonymous reviewers. All remaining errors are authors responsibility. The views
expressed in this paper are solely those of authors, and should not be interpreted as
reflecting the view of Daejeon Sejong Research Institute and Korea Small Business
Institute.

First Author, Research Fellow, Daejeon Sejong Research Institute, 85 Jungang-ro,
Jung-gu, Daejeon 34863, Daejun, Korea, Phone: +82-42-530-3527, e-mail: jsyang@
dsi. re. kr

Corresponding Author, Specialist, Korea Small Business Institute, 77 Sindaebang
1ga-gil, Dongjak-gu, seoul 07074, Korea, Phone: +82-2-707-9880, e-mail: ysjang@
kosbi. re. kr

* %k



