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abstract

Choice and Performance of Self-employment: the
Earnings Effect of Self-employment during
Early Work Life

Jaimie Sung

Compared with other OECD countries, the share of the self-employed out
of workers is still high even its continuous decrease over the last decade.
Self-employment plays a role of an alternative to the wages and salaried work
or a last resort for not being poverty. Self-employment often indicates lower
employability/human capital. By applying the random effect model to the data
from the Korea Labor and Income Panel Study, this study analyzes the effect
of being self-employed in the early years of work life(the control group) on
earnings profile. The estimates shows that, for men, earnings of the control
group are lower than that of the base group (those who worked but never
self-employed in their 20s) over ages of 30~55 while, for women, the control
group's are higher than the base group's before mid-40s but the opposite is
true after that. Another estimates imply that the experience of self-employment
has a significantly negative effect on earnings of wages and salaried men
while a positive effect for self-employed women at the slightly low significance
level, but not any effect for the others. It can be concluded that self-employment
during early years is a good alternative to being employed and better than
no work and that the specific human capital is accumulated through
self-employment at the cost of that for wages and salaried work. More specific
policy supports are required for self-employment to be a better alternative

at the later work life.

Keywords : self-employment, earnings, random effect, specific human capital
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