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According to the “Survey Result of Wage Adjustment 2014” announced by the South Korea
Employers Federation (KEF) in November 2014, the average starting salary for university graduates
is 2.784 million won (306 thousand yen!) in 2014, a 4.7 percent increase from 2.659 million won (292
thousand yen) in 2013. The starting salary for university graduates greatly exceeds that of Japan
during the same period (200,400 yen.)

Why are these phenomena observed? First of all, abrupt change in the foreign exchange rate is
considered as the most fundamental factor. As of June 11, 2015, the foreign exchange rate is 0.11 yen
per won, whereas it was 0.07 yen per won in June 11, 2012. Recalculated based on the foreign
exchange rate in 2012, the average starting salary for university graduates in South Korea in 2014
decreased from 306 thousand yen to 195 thousand yen. Hence, the present average starting wage for
the South Korean university graduates is overvalued due to the influence of the strong won.

For another factor, the average starting salary for university graduates announced by KEF includes
bonuses. That is, the average starting salary in South Korea adds up the bonuses and salaries for
twelve months, and is recalculated on a monthly basis. Thus, it is not reasonable to compare the South
Korean figure with the Japanese which does not include bonuses, and it is obvious the Japanese
salary will be higher than the present figure if bonuses are included.

In addition, it is hard to say the average figure for South Korea above does not represent the starting
salary for university graduates because the average in South Korea differs greatly by corporation. The
average salary of corporations with 1,000 employees or more is 3.066 million won (337 thousand yen),
while that of corporations which have 100 to 299 employees is 2.429 million won (267 thousand yen); it
means there is a difference of 637,000 won (70 thousand yen) between the two groups in South Korea.
Meanwhile, in Japan, the gap between the large corporations (203 thousand yen) and the small (194

thousand yen) is only 9 thousand yen.

I Foreign exchange rate 1 won = 0.11 yen (as of June 11, 2015)
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Furthermore, there is little difference among industries in Japan, while there is a great difference
(526 thousand won, 58 thousand yen) between the finance and insurance industry (3.141 million won,
346 thousand yen) and construction industry (2.615 million won, 288 thousand yen) in South Korea.

Why is the average starting salary for university graduates in South Korea different by the scale of
corporations or the industry? First of all, as mentioned above, the average starting payment for
university graduates in South Korea includes bonuses, and more profitable corporations provide
higher bonuses. Secondly, labor unions in South Korea take a firm stand while those in Japanese do
not. Labor unions which are more prevalent in the large corporations require higher starting salaries
that reflect corporate performance than the small and medium enterprises; this possibly creates a gap
in the starting salary average between large corporations and the small and medium enterprises that
do not have labor unions. Thirdly, large corporations set high starting salaries to attract the most
capable human resources, and the labor supply is focused on major firms.

As explained above, it seems difficult to regard the average starting salary for recent university
graduates in South Korea as the representative figure like the Japanese one, because salaries in
South Korea differ significantly depending on the scale of corporations and the industry. Moreover, as
the average in South Korea is based on regular employees and does not include the payment for
non-regular employees who account for a little less than 40% of the new university graduates, the
wage gap among the recent university graduates would be widened significantly. In Japan, there is
also a big wage gap between the large corporations and small and medium enterprises for starting
salary; however, the gap at the starting point is not as significant as it is in South Korea.

The large variances in the starting point(s) of the salary system can be a factor that disrupts a sound
social system by stratifying the gap within society as a whole in the future. The South Korean
government needs to strengthen support measures for small and medium sized enterprises and
nurture the competitiveness of these enterprises. This should offer a solution for reducing the gap in
the starting salary for new university graduates and the wage between large corporations and small

and medium enterprises.

Figure 1: Comparison of Starting Salaries for University Graduates in South Korea and Japan by
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(Source) South Korea Employers Federation (2014) “Survey Result of Wage Adjustment 2014,”
Ministry of Health, Labor and Welfare (2014) “Basic Survey on Wage Structure”

2 | 4:} A ER MR | HZRADIR 2016-07-13 | Copyright ©2016 NLI Research Institute Al rights reserved

RESEARCH



Figure 2: Comparison of Starting Salary for University Graduates in South Korea and Japan by
Industry
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(Source) South Korea Employers Federation (2014) “Survey Result of Wage Adjustment 2014,”
Ministry of Health, Labor and Welfare (2014) “Basic Survey on Wage Structure”

In Japan, the ratio of employment for such contracted workers or non-irregular employees for the
first job after graduating from university is increasing, which is not is not as serious of an issue as in
South Korea. However, some countermeasures should to be taken. According to Employment Status
Survey by Ministry of Internal Affairs and Communications, “Employment Status Survey 1992”
(first-time employment between October 1987 and September 1992) reports that the ratio of the
non-regular employees among university graduates is 13.4%, while the ratio has increased to 39.8%
based on “Employment Status Survey 2014” (first-time employment between October 2007 and
September 2012). Wage gaps between regular employees and non-regular employees in Japan,
needless to say, are significant, and it could lead to a widening gap in the future.

We should pay attention to the actions and measures of the South Korean and Japanese
governments regarding wage gap issues for the younger generation, including the starting salary for

university graduates.
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