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abstract

The Impact of Working Hours Reduction on Employment
Effects

Kim Namhyun - Rhee Haechun - Kim Sungteak

The paper analyzed the changes of labor productivity and the new
employment resources available by reducing the working hours using the panel
VAR model. We use a set of panel data, firms’ working hours, number of
employees, and sales, for the last 10 years. As a result of scenario analysis
of changes of the number of new employees through the reduction of working
hours, the maximum employment growth rate (0% decrease in production,
0% increase in labor productivity) became 0.129% and the minimum
employment growth rate (7% decrease in production, 3% increase in labor
productivity) became 0.117%. In the case of the total working hours limits
52 hours a week, the employment growth rate is expected to be 0.123%,
considering that some of firms, work more than 52 hours a week, are reducing
production, while others expect labor productivity to improve. When the
working hours reduced, the number of newly hired workers increases 19,432
in the current period, and it is expected to gradually decrease over time for

four years.

Keywords : reduction of total working hours, employment effects, panel VAR, impulse

response



