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Increase in Wage Dispersion and Mismatch in Labor

Demand and Supply

Dae I1 Kim*

Abstract

This paper uses the changes in labor demand and supply to explain the recent
changes in wage dispersion. Labor demand has shown the typical “hollowing in
the middle,” in which labor demand increases relatively at the top and bottom of
the skill distribution. Labor supply appears to have increased quantitatively at the
top of skill distribution, but in fact, a shortage in supply is apparent qualitatively
at the top of skill distribution, which is accountable for the increase in wage
dispersion. This qualitative mismatch in labor supply appears to have arisen from
the standardized education system that has suppressed the diversity in students
and force them to be rather “uniform.”
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