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abstract

Employment Structure and the Ratio of Downsized

Workforce

Kyuyong Lee, Yongjin Nho, ByungYou Cheon

The purpose of this paper is to investigate determinants of firms' workforce
reduction ratio in Korea, utilizing a dataset surveyed by Korea Labor Institute
in 1999. We hypothesize that firms' employment structure has an effect on
their workforce reduction ratio. Our findings indicate that the ratio of the
layoffs and/or the buyouts is higher, as the average tenure of employees is
longer. The findings also indicate that the unionization as a proxy variable for
the intensity of the seniority-based pay moderates positively the effect of
employees' tenure on the workforce reduction ratio, implying that the more
seniority-based the pay system is, the higher positive effect the average tenure

of employees has on the workforce reduction ratio.



