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I, Introduction

It is well known that labor force plays a central role in the growth of the eco-
nomy, directly as the supplier of the most important production input, and indirectly
as the dominant influence in the human environment. Hence, Studies on the lakor
force are very useful in both sides, In an economic prosperity, our attention is mainly
focused on an increase of labor supply in order to meet increased labor demand. On the
other hand, in an economic depression our concern is with the expansion of employ-
ment, which in turn affects labar upply itself, This study is mainly concerned with
the labor supply, in particular, women’s labor force participation,

In Korea, there has been a dramatic increase in employment with the successful
implementation of four consecutive five-year economic development plans, the first of
which began in 1962. In accordance with a rise in employment, the labor force has
also increased remarkably, In particular, around half of the total increment in the
labof force was accounted for by the female labor force, While the labor force partici-
pation rates of men have increased only slighly or even decreased since the early 1960’s,

those of women have increased rapidly, Such a rapid increase in the rate of female labor



force participation is likely due to the rapid economic growth and to the successful
implementation of a family planning program, Durand® has observed that the male
participation rate is highly stable, varying only slightly over time, whereas the female
participation rate tends to draw U-shaped curve with the economic development of the
country, which means that the female labor force participation tends to decrease till a
certain level as economic development proceeds, and after that it tends to increase with
economic development. At least in the Korean case, the data of 1960’s to 1970’s seem to
support the latter part of U-shaped curve of Durand’s hypothesis in terms of female labor
force participation, Associating the increasing rate of female labor force partiction with
economic growth during the last decade and a half of of the national efforts, we can
say that an increase in women’s labor force participation has made a significant
contribution to the rapid economic growth of Korea,

Then, labor force participation in the labor market has been known to be influenced
by socio-demographic-economic variables, This study is mainly concerned with economic
variables, especially, income and wage by which married women’s labor force partici-
pation is known to be affected, In partionlar, the purpose of this study is not to identify
determinants of women’s labor force participation through empirical study, but to
survey some of the theoretical models and gauge possibilities of new models, which

might contribute to the future studies of the women’s labor force behavior,

I. Pattern of Growth in the Labor Force

During the last twenty years (1960-1979), as Table 1 shows, the labor force grew
from 7.5 million in 1960 to 14.2 million in 1979. This indicates an overall rate of
increase of 3.6 percent; annually, In particular, the female labor force increased from
2.2 million in 1960 to 5.4 million in 1979; an average annual increase of 5 5 percent
while the male labor force grew from 5.4 million in 1960 to 8 8 million in 1979 for
an average annual increase of 2. 8 percent, Meanwhile, the percentage distribution of
the male and female labor force was 71,2 percent and 28, 9 percent in 1960, respec-
tively, while in 1979 the percentages were 62.1 and 37.9 respectively. Considering

the above rates of labor force growth, we can see that the Korean labor force has

1) Jahn D.Durand, Thz Labor Force in Economic Developmznt, princeton University press,
1975



TABLE 1. SIZE OF LABOR FORCE AND AVERAGE ANNUAL RATE OF THE INCREASE

Size of the Labor Force (thousand person)

Years Total Male Female

1960* 7,543 (100.00) 5,367 (71.2) 2,156 (28.9)
1965 8,859 (100. 00) 5,808 (65.6) 3,051 (34.4)
1970 10, 199 (100. 00) 6,516 (63.9) 3,683 (36.1)
1975 12,340 (100. 00) 7,884 (63.9) 4,456 (36.1)
1979 14,206 (100.00) 8,820 (62.1) 5,386 (37.9)

Average Annual Rate of the Increase of the Labcr Force (%)

Years Totol Male Female
1960-1965 3.49 1.64 8.30
1965-1970 3.03 2.44 4.14
1970-1975 4.20 4.20 4.20
1975-1979 3.78 2.97 5.21
1960-1979 3.63 2.81 5. 46

Data Scurces: * Population and Housing Census Reports, 1960, Bureau of Statistics, Eccnomic
Planning Board, Korea,
Annual Report on the Economically Active Population Survey, 1979, Bureau
of Statistics Economic planning Board, Korea.

been steadily increasing, and that, in particular, an increase in the female labor force
has been muchyfaster compared with that of males,

The increase in the labor force can also be explained by an increase in the labor force
participation rate expressed as the proportion of the population who are in the labor force
out of the elibgble population, As shown in Table 2, the labor force participation rate
for both sexes was 49 percent in 1960, and this rose to 58 percent in 1979. The labor
force participation rate of women was much lower than that of men, 27 0 percent
versus 73.0 percent in 1960, and 42 percent versus 74 percent in 1979, respectively.
The reason put forward in explaining the generally lower labor force participation rate
of women is found in the traditional role that a woman plays as the “homemaker” in

the family, In allocating her total time resources between home and market production,



TABLE 2. THE LABOR FORCE PARTICIPATION RATES (%) (1960—1979)

Years Both reale Female
1960* 49.0 73.4 26.8
1965 55. 6 76.6 36.5
1970 55.9 75. 1 38.5
1975 56.5 74.5 39.6
1979 57.6 74.1 42.2

Data Scurces: * Pcpulaion and Housing Census 1960 Bureau of Statistics, Economic planning
Board, Korea
Annual Report on the Economically Active Pepulation Survey, 1979, Bureau of
Statistics Economic planning Board Korea,

the family usually assigns the responsibility of home production to the wife who is
generally better trained for this function than the husband or any other family member,
However, an increase in the female labor participation rate was much larger than that of
the male during the last twenty years as the female rate grew by 6 percentage points,

while that of the male increased only by 1 percentage point,

. Dichotomy Model

The study of labor force participation is that of the labor supply, The theory of labor
supply is a theory of choice among alternative uses of one’s time, According to the
conventional time allccation theory, if choice of time resources is restricted to the market
work, not considering homework and leisure as an exhaustive dichotomy, the demand
functicn of leisure can be expressed as follows:

(1) L=f (WX Y)
where
L=the quantity of leisure demanded including home work
W*—=opportunity cost of leisure
Y=family income

Then, opportunity cost of leisure will be equal to the wage rates of the market work
(W) at the dichotomy model in which total awailable time is allocated to the market
work and leisure, Thus, W*=W,



We expect <*§ILV> <0 when change in wage rate can be compensated for by that

in income, and —gg}"—,«>0 assuming that leisure is a superior goods, Then, total time-
available is defined as;
(2) L+G=Tor L=T-G
where:
G=the quantity of the market work
T=total available time resources
Substituting (2) into (1) :
) L=T-G=f (W, Y)
Differentiating (1)’ partially, respectively, in terms of W and Y, and rearranging

then, we get:
oG oG
(mv S>O7 and ‘a’y\ <0
This means that tho effect of changes in income is always negative, while the effect
of changes in the wage rate compensated for by income is positive on the premise that
leisure is a normal good or a superior good, The effect of the wage rate will carry both

substitution and income effects on the market work supplied, Expressing the two effects

in terms of elasticities we have:
@) E@, W)=(G, W)+ -+ EG, )

where,
V=G - W==total market work earning

E(G, W):-%GV— . —%szage elasticity of the market work uncompensated

for by family income (total effect)

EG,Y) :%C; . TY =income elasticity

J{,- - E(G, Y)=income effect

E(G, W) =

§ 17
oG \ .7 =wage elasticity of market work compensated
7

Sw) e
for by family income (substitution effect)
. s ince (96 N’ - ince 99
Thus, E{(G, W)*>0 since ( 6W> >0 and E(G, Y)<0 since BY*<0'
Hence, it is seen that the substitution effect, E(G,S)® is always positive and the



income effect, —II;.—E(G, Y) is always negative as long as leisure is a superior good,
However, it can not be determined a priori which of the two effects is larger in absolute
value, It can only depend on the findings of empirical studies,

Most empirical cross-sectional studies show that the substitution effect exceeds the
income effect, Mincer and Cain tested this by using cross-sectional aggregate data of
the United States, ?* They used linear regression models including child, unemployment
and education variables in addition to wage and income variables, According to their
findings, the effect of the wage rate is much larger than the size of the income effect
in terms of absolute values, This means that the substitution effect predoninates over
‘the income effect which is rationalized on the theoretical grounds,

Long tried to test the relationship between labor force participation by married women
and household income, ® His findings showed negative income effects, which deviated
from theoretical grounds, The difficulty in interpreting this results, however, is that
income and substitution effects are mixed together in one wvariable Y. Since Y, and
W are correlated, their separate effects could not be observed even in an approximate
way,

Belloc’s empircal studies® tried to show the relationship between married women’s
labor force participation and incomes of males and the ratio of females employed in
manufacturing & domestic services to all females employed., According to his findings,
married women’s labor force participation is negatively related to income variable and
positively related to the employment ratio. Then, employment ratio variable reflects an
industrial structure that designates a high demand for the work of females and thereby
acts as a proxy for the wage rate, Positive relationship between married women’s
labor force participation and the employment ratio as a proxy for the wage rate implies
that positive substitution effect predominates over negative income effect.

Kim5 tried to find out the determinants of Korean married women’s labor force

participation by using the city-level aggregate data drawn from the 1974 Special Labor

2) Glen G. Cain, Married Women in the Labor Force, The University Chicago Press, 1966.
p 23-25

3) Clarence Long, The Labor Force under Changing Income and Employment, National Bureau
of Economic Research (Princeton, Princeton University Press)

4) Nebra B. Belloc, Labor Ferce Participation and Employment Opportunities of Women,
Journal of the American Statistical Association, XLV (Sept. 1950) p 401-410

5) Sockon Kim, Labcr Force Behavior and Unemployment in Korea, Korea Development
Institute, Seoul, K-rea, 1976 (published in Korean)



Force Survey,

The coefficient of family income, Y, proxied by the husbands’ income is negative
and statistically significant, As the income indicates, the greater is the husband’s
income, or family income, the less willing married women will be to participate in the
labor market, This is supporting the theoretical grounds, Unfortunately, it is impossible
to find out wage effect because of women’s wage rate data problem,

As Kim himself pointed out, it is impossible to make comparison between substitu-
tion and income effects at a glance, However, Kim’s findings seem to be sufficient to
explain substitution and income effects on the contrary to his pessimistic confession by
using demand for female workers and unemployment ratio variables, If we assume that
demand for female workers positively affects females’ wage rates, an increase in
demand for female workers will consequently increase female wage rate, which in turn
will affect women’s labor force participation. Hence, as Kim’s findings show, positive
coefficnt of demand for female workers implicitly implies positive total wage effect,
which means that positive substitution effect dominates negative income effect,

Similarly, unemployment rate also seems to be very good proxy for wage rate, It
will be discussed at chapter V because the impact of the unemplayment rates on wage

rate and labor force participation is complicated.

V. Trichotomy Model

The above simple dichotcmy medel did rot consider allocation of total available time
resources to work at home, It means that income and substitution effects of leisure
time are automatically consistent with income and substitution effects of the market work
time, respectively, Considering work at home, it is not necessarily true because an a
decrease in leisure time might be allocated to homework time with the market time
remeaining the same or even decreasing. Hence, Becker® and Gronau” constructed the
trichotomy model-market wark, leisure, homework-by introducing so-called household
production function, Models of both economists are almost similar, However, Becker

maximized utility subject to time and budget constraints, while Gronau maximized

6) Becker., Gary S. “A. Thecry of the Allocation of Time” Ecomomic Journal, 75(September
1965). »p. 495—517

7) Reuben Gronau, “Leisure, Home Preduction, and Works—theTheory of the Allocation of
Time Revisited” Journal of Pclitical Economics (December, 1977) p 1099-1123



the amount of commodity which is a combination of goods & services and consumption
time or leisure subject to time and budget constraints, Then, Becker’s untility function
can simply be translated into Gronau’s production function,
According to Becker,
@) U=U0z,...Z,)
(5) subject to Z,=f;(x,, T:)
where,
U=utility function of all commodities
Z;=Commodities (e g. the seeing of a play, sleeping, etc,)
x;=a vector of market goods
T:=a vector of time inputs used in producing the ith commodity
At equation (5), if all Z,’s can be maximized, utility function is simply maxized
assuming well-behaveed utility function. The former is Gronau’s sense while the latter
is Becher’s, According to the traditional utility theory, market goods and services
are assumed to be themselves the agents which carry utility, However, Becher and
Gronau have an insight into the sense that market goods and services are not themselves
the agents which carry utility but are rather inputs in a process that generates
commodities (or charactsristies) which, in turn, yield utility,
The following is the approaches of time allodation by Gronau,
Let there be a single-person household,
6y Z=2(X, L)
where,
Z—=the amount of commodity
X=total consumption of goods and services asinputs composed by market goods
and services (Xy) and home goods and services (Xjy)
L=Consumption time or leisure time,
The commodity can be produced by a combination of goods & services and consumption
time,
(7 X=Xu+Xy
(8) Xy=f(H)
where H stands for homework time, Home goods are produced by work at home,
He assumes well-behaved production function which is subject to decreasing marginal

2
productivity. That is, f'= ‘2‘%’_>0 and f”:%’i—@.




9) Xu=WN+V
where,
W=wage rate
N=market work
V=non-wage income
Market goods aud services can be purchased with wage income and non-wage incom,
(10) L+H+N=T
where T stands for total available time resources. Equation, (10) represents that
total available time, T is allocated to leisure, homework time and market work time,
We can obtain the optimum commodites and time allocations by maximizing Z function
subject to (9)—budget constraint and (10)—time constraint,
So, G=Z(X,L)+A(WN+V—~Xy)+u(T—~L~H~-N)
where 2 and pu stand for Lagrange’s multipliers, Taking partial derivative,
respectively, in terms of X and L, and rearraning, we can get :

02/0L _ ¢ yra_
(11) —m~f =Wr=W

where W* stands for the shadow price of time,

This means that optimum condition calls for the marginal product of work at home
to equal the marginal rete of substitution between goods and time, If we assume pure
competitive market, the marginal rate of substitution between goods and consumption
time and marginal product of work at home will also equal the real wage rate, W
(that is, W*=W)

The above equilibrium conditions can be simply expressed as a diagram,

K= Xy + X
X,
P
‘XO
K== i)
0
Ne T
Figure 2



As shown in figure 2, a point, X, represents that home goods and services as inputs
(0X,)can be produced by using total available time in production of Xy, whereas another
point, T represents that nothing of home goods and services can be produced by using

nothing of total available time, On the other hand, at peint P, OX, of X, can be

produced by use of home time, N,T.

=Xy Xy
Q
Co
V4
R ? Ze=Z(X,L)
¢
(2, stands for the
Z, given Commadity)
0 Ly L :

Figure 3

Figure 3 represents isoquant curves of the commodities, Thus, Z,>Z,. We can
produce commodities, Z, either by use of OC, of goods and services (including home

goods and service) as input and OL, of leisure, or by use of OC, and OL,.

1, N i3 T
Figure 4



Figure 4 shows equilibrium situations, Here, linear line E,A, stands for budget
constraint, Point A, satisfies f/=W and point B, also satisfies %:W . Accor-

dingly, slopes of both points are the same, which means that _g?//%l)% =f" =W, In

order to produce commodity, Z, we must at first produce home goods and services (OC,)
by use of home time, NT and must also purchase market goods & services (C,Cp)
by using market time, L,N, That is, we can produce the commodity, Z by using home
goods (OC,) and market goods (C,C,) and leisure, OL, which is the remainder of
market time and home time spent, Then, point, B’, shows exhaustive dichotomy of
home work and leisure., It means that the commodity is produced by use of leisure

(OL’y) and home goods (OC,) which has been produced by use of home time (L7, T,
1. The Effect of Change in Income

Suppose that non-wage income increases by an amount of V, As the budget line (9)
shows, an increase in non-wage income consequenly causes an increase in market good
& service (X,) without any change in home goods & services(Xy). Thus, the diagram

can be seen at figure 5.
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The home gocds production function, C,T will shift upward by TD (C,D), which
means that at the same amount of work at home (N,T), marginal home goods produ-
ctivity will not change as seen at points P and Q (the slopes at P and Q will be the
same). In the same way, budget line (E,A,) will shift to E, A, (vhe slopss of both budget

lires will be the same), Consequently, leisure will be expanded from OL, to CL, if



leisure is a normal good, whereas market work will be reduced from LN, to L)N,. In
other words, increased leisure will be accomplished at the expense of market work

without any change in work at home,
2. The Effect of Change in Wage Rates,

Again, suppose that wage rate increases, Then, budget line will be steeper than

before, Figure ¢ shows the equilibrium situation due to an increase in wage rate,

~..

Figure 6

If wage rate increases, real income will also increase, which home geods production
function will shift from C;T, to C,T,. As mentioned at figure 5, however, increased
real wage rate will not accompany any change in work at home In other words,
increases in the market wage rate will only bring about cross substitution effect or price
effect in terms of work at home without any income effect (NN, is cross substitution
effect). On the other hand, at first the increased market wage rate will bring: about
an increase in leisure by L,L, from OL, to OL, through an increase in real income, which
is income effect, Again, if income level remains the same as before, say, if increased
real income is compensated for, an increase in market wage rate will reduce leisure
by L,L, from OL, to OL; because shadow price of leisure will increase (substitution
effect). However, change in market work is still indeterminate because it is caused
by changes in both leisure and work at home.

Then, L,N,=LoL,+L,L,+L,N,



LN, =L,L,+L,N,+N,N,
If we assume that increase in market wage will increase market work, then,
LlN 1>L0N 0
LyL,+Ly,Noy+NoN 1 > LoLy + L, L+ LN,
or LL,+NyN,>L,L;+L,L,
where, L,L,=substitution effect in terms of market works
N,N,=cross substitution effect in terms of work at home
LoL,+L,L,=income effect in terms of market work,

As seen at figure ¢, substitution effect is positive and income effect is negative and
cross substitiution effect is negative in terms of work at home, assuming well-behaved
production function and leisure as superior goods, If we set L,L,=S,, NyN;=Sy and
LoL,+LLy=Iy, then Sy+S,>Iy, in term of absolute value, If substitution effect
(Sy) is larger than income effect (I), an increase in market wage rate will clearly cause
an increase in the market work, However, converse does not always hold, Even if substi-
tution effect is smaller than income effect, an increase in the market wage rate can also
bring about an increase in the market work if larger cross substitution effect (S;) compen-
sates for smaller substitution effect (Sy). Thus, when we say substitution effect, we
will nave to include not only substitution effect of market work itself, but also cross
substitution effect of work at home. At the above diagram, total substitution effect
composes of both L;L, and NN, Even if leisure is inferior goods, the above hypothesis
will hold. If leisure is inferior goods, point L, will be located at the left of point L,
at the figure 6,

LoNy=L\L,+L,N, and L N,=L,L,+L,L,+L,N,~+N,N,

If LN,>L,N,, then L,Lo+LoL,+L,Ny+NoN;>>LoL,+L,N,

Here, L,L,+L,L,=Sy, N,N,=Sy,and L,L,=I,s Thus Sy+Sy>1Iy

In other words, if leisure is an inferior goods, an increase in the market wage will
reduce leisure and market work will increase more than before, given the same
decrease in work at home as before,

In summary, if leisure is a superior goods about the market wage rate, the effect
of the market wage rate on the market work is indeterminate, which is determined by
the magnitudes of all of the substitution, cross substitution and income effects, whereas
its effect on the market work is always positive if leisure is an inferior goods,

Most empirical studies are supporting Becher’s and Gronau’s theoretical grounds,



Accordiing to Block’s empirical study® by using the U, S, data, the findings are much
more specific, distinguishing between income and substitution effects, An increase in
the women’s wage rates increase her supply of labor and reduces both work at home
and leisure, It means that substitution effect including cross substitution exceeds income
effect, And his findings show that leisure is a normal goods or a superior goods as a
rise in non-wage income increases her leisure,

Alse, Gronau® showed the similar results by using the 1972 panel of the Michigan
Study of Income Dynamics, He focused on the income effect cn work at home by the
personal employment status, According to his findings, when wife is not employed,
her work at home is negatively affected by and her leisure is positively affected by
her unearned income and her husband’s wage rate, In addition, her potential wage rate
does not affect her allocation of time,

When the woman is employed, the husbands’ wage and unearned income have signi-
ficant positive effect on leisure, but no effect on work at home Thus, in the case of
the employed women, the above theoretical grounds are very much supported,

In Korea, any study through trichotomy model has never been carried out. As
mentioned, Kim’s study was carried out by using dichotomy model, It seems to
be due to data problom, Even if an increase in nonwage income or family in-come
reduces market work as shown at kim’s findings, we can not hnow whether
reduction in the market work was accomplished by an increase in leisure or by an
increase in homework, In other words, market work might have been reduced only

by an increase in leisure without any change in homework,

V. Unemployment Rate Model

Primary workers like the heads of families are firmly attached to the labor force
over the short run in order to support their families, although they, of course, may
move in and out of the status of employed or unemployed, However, the labor force
participation of secondary workers not having primary responsibility for support of their

families, will largely determine the size of the labor force in the short run depending

8) Block, F. “The Allocation of Time to Markst and Non-Market Work within Famify Unit”.
Tcehnical Report No, 114. Institute of Mathematical Studies of Social Science, Stanford
University, November, 1973

9) Ibid, p 1113-1118



on the swing in the business environment,

A high unemployment rate indicates that large numbers of the principal breadwinners
are forced to go out of the market work or to reduce werk hours, that the incomes of
their families are undergoing a “transitory” decline, and that to make up for this income
loss, other adults in the family, for example, the wives, enter the labor force, Cn
the other hand, a high unemployment rate indicates an unfavorable market for suppliers
of labor, Therefore, it might make them give up their participation in the labor market,
A person entering the labor force is likely to experience a longer period of waiting and
searching for a job, or to accept a less attractive job, or both. There are, then, plus
and minus factors involved, and the net effect of unemployment is not clear a priori.
As we know very well, the former response to high rates of unemployment is called
“the Additional Worker Effect”!® and the latter, “the Discouraged Worker Effect”:?

A simplified labor supply function can be expressed as follows:

(13) G=g(¥Y, W)
where, G=female market work
Y =a normal or permaent family income
W=a normal or full-time market wage rate of women

Adding to (13) other variables which will reflect the current state of the labor

market, we can get:
(14) G=r(Y, W, Y, W
where Y? and W' are the transitory income and market wage rate of married

women, ¥ We expect:

*aa’icf;‘*<o and (7%?7‘—> S>O’ where ’*a@yc’;f =income effect

S
( —aag”—) =substitution effect

It is reasonable to assume that the unemployment rate, U, will represent large

portions of the transitory changes in income and, in addition, will capture some of the

non-wage adjustments to changes in employment conditions-tightening or relaxing hiring

10) W.S. Woytinsky, Additional Workers and Volume of unemployment in thz Deprossion,
Washingten, D.C,: Social Science Reserach Ceuncil, 1940.

11) D.D. Humphrey, “Alleged Additional Workers in the Measurement cf Unempltiyment”,
Journal of Political Economy, June, 1940.

12) This concept has been borrcwed from the concepts of “transitcry” and “permanent” inccme,

Press, 1957.



standards, work assignments, and the like, ! Hence, we may postulate;
(15) Y'=Y4(U)
(16) W'=Ww«(U)

oY! oW
We expsct that < 577 <0

Substituting (15) and (16) into (14), we get;
Q7 G=rY, W, Y (UYW, (I
Taking partizl derivatives with respect to U, we get;

G _ 3G an+<} 3G \° oW
U T 9y FYdj aW"") CToU

oG Y . .. . ..
o . %IT’ representing the additional worker effect is positive

and

Then, the term,

v
-~ s t
since a%c,;; and Ga)(// ar2 all negative, while the term, < aal/?/' ) . a;g. , repre-

5

o . . s oG . iy
senting the discouraged worker effect, is negative since <W—> is positive and

wt . . . ¢

% U is negetive, Hence, g% can be positive or negative as ~—a%§f . —%%— is
5 t

larger or smecller in absolute value than aap%'t ) . a% . Assuming that the re-
sponsiveness of unemployment to family income and market Wage rate is equal to each
; hat §s, OY _ 9W' 9G oY (oG
other, that i, U0 then 57 “*( na +< W) ) I i

96 > AL

oWt U

Again, assuming the usual expectations that the SUbstitution effect exceeds the
voaG | ! oG )’ .
< or —sor + < > (), then
| 8Y‘ onWT ’

income effect, that is | vt | < \awr
—~<0 since 50 and S e all negative, This means that the discouragsd

J
oY! oW

Worker effect dominates the additional worker effect on the premise that unemployment
influences the transitory family income and wage rates in the same magnitude and
that substitution effect sxceeds income effect,

Hansen!*’ tested the above hypotheses by using monthly labor survey data, His
findings showed that the additional and the discouraged worker effects are offset each
other,

Kim tried to test both effects by using general and primary workers’ unemployment

13) Melvin W. Reder, “A Theory of Occupation Wage Differentials” American Economic
Review, XLV, December, 1955.

14) W.L. Hansen, “Cyclical Sensitivity of the Labcr Fere”, American Economic Review, Vol.
I. June, 1961. pp 299-309.



rates, respectively, The coefficient of the general unemployment rates was negative
(the discouraged worker effect), while that of the primary workers’ unemployment
rates was positive (the additional worker effect). However, it will be likely to be
very difficult to make comparison between both effects with the same unemployment
rates, say, the general unemployment rates, In fact, the general unemployment tends to
affect the primary workers® unemplyment, It means that the general unemplayment
rates will affect both effects, Thus, in Kim’s findings, the negative coefficient of
general unemployment rates implies not only that the discouraged worker effect predomin-
ates over the additional worker effect, but also that substitution effect of the women’s

. . 0Y! oW
wage rates exceeds income effect, assuming that R T/Rmr st

V. Summary and Conclusion

Women’s total available time is assumed to be allocated to market work and leisure
including home work in the traditional dichotomy model, whereas it is assumed to be
allocated to market work, leisure and homework in the trichotomy work, Today’s home
economists constructed the trichotomic model by using household pooduction function,
They have an insight into the sense that market goods and services are not themselves
the agents which carry utility but are rather inputs in a process that generates commo-
dities which yield final utility, In dichotomic model, market work will increase only
if the substitution effect exceeds the income effect, However, in trichotomic model,
substitution, cross substitution and income effects must be considered simultaneously, If
leisure is a superior gocds about the market wage rate, the effect of the market wage
rate on the market work is indeterminate, which is determined by the magnitudes of all
of the substitution, cross substitution and income effects, whereas its effect on the market
work is always positive if leisure is an imferior goods, In other words, even if an
increase in family income reduces women’s market work, we can not definitely judge
whether reduction in the market work was accomplished, by an increase in leisure or
by an increase in homework, It suggests that the coming studies on women’s labor
force participation be carried out in the direction of three dimensions,

Then, most of empirical studies show positive relationship between market work and
wage rate, negative relationship between leisure and wage rate, and negative relationship

between work at home and wage rate,



Unemployment rates also affects women’s market work very much, Then, the effect
of unemployment on market work is indeterminate, Assuming that the substitution
effect exceeds the income effect and that the responsiveness of unemployment to family
income and market wage rate is equal to each other, its effect on market work is
negative, which means that the nsgative discouraged worker effect dominates the
positive additional worker effect.

In a Korean empirical study, women’s labor force participation was negatively related
to the family income However, wage effect could not directly be caught because of
women’s wage rate data problem, However, it seems to be found out indirectly by
investigating the effects on women’s labor force participation of demand for female
workers and unemployment rates, If we assume that demand for female workers
positively affects females’ wage rates, positive coefficient of demand for female workers
implicitly implies positive total wage effect, which means that positive substitution effect
dominates negative income effect assuming dichotomic model, The negative unemployment
coefficient also means that the substitution effect exceeds the income effect through
predominance of the discouraged worker effect over the additional worker effect under
assumption that the effects of unemplayment rates on transitive income and women’s

wage rates are equal to each other,
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