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Abstract  This paper examines the effects of a change in market structure on
production and employment. Changes in market structure are captured by varia-
tions in the markup ratio, which is the degree of imperfect competition in product
markets. First of all, this paper finds that the markup ratio in the Korean econ-
omy is relatively high among the OECD countries, which implies that domestic
product markets are much concentrated. The paper also estimates the effects of a
rise in the markup ratio on production and employment in the Korean economy
by using structural vector autoregressions that can identify a permanent markup
shock. The results show that a permanent rise in the markup ratio lowers both
production and employment. Moreover, when the analysis is carried out for the
manufacturing and service sectors, the same results can be found even at the
sectoral level. The empirical findings of the paper suggest that reducing the de-
gree of market concentration is important in raising both economic efficiency
and employment.
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% 1: 2001 o] & OECD 3| 922 up=z¢] |

EECIEES N%E B GDP

2001 2003 2005 2007 2009 2001-2009 2001-2006 2009
AUT | 1.074 | 1.082 | 1.096 | 1.102 | 1.079 | 1.089 14 1.087 15 328.4 16
BEL 1.060 | 1.068 | 1.082 | 1.083 | 1.067 | 1.072 21 1.071 21 398.4 13
CAN | 1.082 | 1.084 | 1.080 .. .. 1.081 19 1.081 19 1,302.9 9]
CZE 1.131 | 1.125 | 1.122 | 1.117 | 1.118 | 1.121 8] 1.125 8} 271.5 17]
DEU | 1.069 | 1.079 | 1.095 | 1.104 .. 1.088 16] 1.085 17] 2,945.3 3]
DNK | 1.021 | 1.018 | 1.016 | 1.000 | 0.983 | 1.009 [30 1.018 [28 213.3 20]
ESP 1.091 | 1.096 | 1.102 | 1.101 . 1.098 11 1.098 12 1,481.3 8}
EST 1.116 | 1.126 | 1.121 | 1.100 | 1.058 | 1.105 10 1.120 9} 26.7 |29
FIN 1.096 | 1.086 | 1.079 | 1.092 | 1.049 | 1.083 18 1.088 14 191.5 23
FRA 1.053 | 1.053 | 1.054 | 1.058 1.054 |24 1.053 24 2,198.7 4]
GBR | 1.021 | 1.036 | 1.039 | 1.044 . 1.036 26] 1.035 27] 2,169.1 5]
GRC | 1.342 | 1.341 | 1.344 | 1.333 | 1.334 | 1.335 2] 1.338 2} 332.6 15
HUN | 1.095 | 1.088 | 1.081 | 1.081 | 1.091 | 1.088 17] 1.090 13] 204.9 21
IRL 1.162 | 1.183 | 1.148 | 1.136 . 1.161 6] 1.166 5} 182.6 24
ISL 1.029 | 1.012 | 0.996 | 0.969 | 1.074 | 1.013 29] 1.008 30] 12.0 30
ISR 1.045 | 1.074 | 1.105 | 1.107 . 1.090 13] 1.083 18] 203.6 22}
ITA 1.174 | 1.171 | 1.163 | 1.153 | 1.151 | 1.162 5] 1.168 4] 1,957.4 6]
JPN 1.097 | 1.118 | 1.124 | 1.118 | 1.094 | 1.111 9] 1.114 10 4,081.1 2]
KOR | 1.109 | 1.105 | 1.093 | 1.087 | 1.083 | 1.095 12 1.102 11 1,295.3 10
LUX | 1.067 | 1.095 | 1.090 | 1.102 | 1.085 | 1.089 15 1.085 16 39.4 [28
MEX | 1.391 | 1.418 | 1.441 | 1.463 | 1.454 | 1.436 1] 1.425 1} 1,621.7 7}
NLD 1.058 | 1.058 | 1.072 | 1.074 | 1.050 | 1.063 22] 1.063 22] 683.9 12}
NOR | 1.033 | 1.041 | 1.050 | 1.034 | 1.020 | 1.035 27] 1.040 26] 267.0 19
NZL 1.156 | 1.167 | 1.157 .. 1.160 7] 1.160 7} 130.0 25
POL 1.160 | 1.192 | 1.207 | 1.194 1.190 3] 1.191 3} 723.8 11
PRT 1.078 | 1.076 | 1.070 .. .. 1.075 20] 1.075 20] 267.1 18
SVK 1.148 | 1.148 | 1.177 | 1.184 | 1.179 | 1.170 4] 1.164 6} 123.3 26
SVN 1.044 | 1.056 | 1.052 | 1.063 | 1.043 | 1.053 25 1.052 25 55.2 27
SWE | 1.001 | 1.010 | 1.022 | 1.022 .. 1.015 28 1.014 29 349.7 14
USA | 1.044 | 1.053 | 1.064 | 1.063 | 1.077 | 1.060 [23] | 1.056 [23] | 14,417.9 [1]
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