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/DERU·V 1HZ 3DUDGLJP� 7KH &KDQJLQJ 5XOHV RI :RUN DQG 3D\

7KH 'HFHPEHU ODERU UHSRUW ZLOO OLNHO\ VKRZ WKDW WKH XQHPSOR\PHQW UDWH KDV EHHQ DW RU EHORZ � SHUFHQW
IRU � VWUDLJKW PRQWKV� :KLOH ZDJH LQIODWLRQ KDV GULIWHG KLJKHU DQG ZRUNHU VKRUWDJHV DERXQG� WKHUH LV OHVV
XSZDUG ZDJH SUHVVXUH WKDQ SDVW H[SHULHQFH ZRXOG VXJJHVW� 0RUHRYHU� LQIODWLRQ KDV GULIWHG ORZHU� QRW KLJKHU�
DV WKH XQHPSOR\PHQW UDWH KDV IDOOHQ EHORZ WULJJHU OHYHOV WKDW KLVWRULFDOO\ KDG SRLQWHG WR ULVLQJ LQIODWLRQ�

2QH LQFUHDVLQJO\ SRSXODU H[SODQDWLRQ IRU WKLV FRPELQDWLRQ RI ORZ XQHPSOR\PHQW DQG VXEGXHG LQIODWLRQ
LV WKDW ZH DUH LQ D QHZ HUD LQ ZKLFK WHFKQRORJLFDO LQQRYDWLRQ DQG ILHUFH FRPSHWLWLRQ LV FXUWDLOLQJ LQIODWLRQ�
8QGHU WKLV QHZ SDUDGLJP� WZR VRXUFHV RI ORZ LQIODWLRQ DUH FKHDSHU LPSRUWV IURP LQFUHDVHG ZRUOGZLGH
FDSDFLW\ DQG WHFKQRORJLFDO LQQRYDWLRQV WKDW ERRVW SURGXFWLYLW\ JURZWK� ,Q DGGLWLRQ WR WKHVH IDFWRUV� ILHUFH
FRPSHWLWLRQ SODXVLEO\ KDV NHSW D OLG RQ KRZ PXFK ILUPV DUH ZLOOLQJ WR ELG XS ZDJHV DQG LV LQGXFLQJ ILUPV WR
ILQG PRUH HIILFLHQW ZD\V RI HPSOR\LQJ DQG SD\LQJ ZRUNHUV�

0\ SUHVHQWDWLRQ IRFXVHV RQ WKHVH QHZ ODERU SUDFWLFHV DQG ZKHWKHU WKH\ FRQVWLWXWH D QHZ ODERU SDUDGLJP�
7KURXJKRXW P\ SUHVHQWDWLRQ� , ZLOO GUDZ KHDYLO\ RQ VHYHUDO RI P\ UHFHQW UHVHDUFK VWXGLHV RI FKDQJHV LQ ODERU
PDUNHW SUDFWLFHV WKDW , KDYH FR�DXWKRUHG ZLWK 3URIHVVRU 'DYLG 9DQ+RRVH RI WKH 8QLYHUVLW\ RI $ODEDPD�
)LUVW� , ZLOO GLVFXVV KRZ WKH UXOHV RI ZRUN DQG SD\ DUH FKDQJLQJ DQG WKHQ ZK\ WKH\ DUH FKDQJLQJ� 1H[W� , ZLOO
GLVFXVV KRZ ZHOO WKHVH QHZ UXOHV DUH ZRUNLQJ E\ FRPSDULQJ WKH 8�6� ZLWK RWKHU PDMRU QDWLRQV� )LQDOO\� , ZLOO
FRQFOXGH E\ GLVFXVVLQJ WKH EURDGHU PHDQLQJ RI WKHVH FKDQJHV�

+RZ :RUN DQG 3D\ $UH %HFRPLQJ 0RUH 0DUNHW 6HQVLWLYH

*HQHUDOO\ VSHDNLQJ� ZRUN DQG SD\ KDYH EHFRPH PRUH PDUNHW�VHQVLWLYH� :LWK UHVSHFW WR HPSOR\PHQW� WKLV
LV UHIOHFWHG LQ D GHFOLQLQJ VKDUH RI XQLRQ ZRUNHUV LQ WKH SULYDWH VHFWRU DQG LQ WKH ULVLQJ XVH RI WHPSRUDU\ DQG
SDUW�WLPH ZRUNHUV�

7KH ILJXUH EHORZ VKRZV WKH IDOOLQJ VKDUH RI SULYDWH VHFWRU ZRUNHUV UHSUHVHQWHG E\ XQLRQV DQG LQGLFDWHV
WKDW WKH PRVW GUDPDWLF GHFOLQHV RFFXUUHG LQ WKH ODWH ����V DQG HDUO\ ����V� $V D UHVXOW� IHZHU ZRUNHUV DUH
FRYHUHG E\ � WR � \HDU FRQWUDFWV WKDW IL[ ZDJHV LQ DGYDQFH RI PDUNHW FRQGLWLRQV�
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Use of temporary workers rose
strongly in the 80s and 90s
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Fewer union contracts indexed for
inflation as compared to the 50s
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7KH LQFUHDVHG XVH RI WHPSRUDU\ DQG SDUW�WLPH ZRUNHUV KDV DOVR PDGH HPSOR\PHQW PRUH PDUNHW�
VHQVLWLYH� )LJXUH � SORWV WKH ULVLQJ VKDUH RI ZRUNHUV VXSSOLHG E\ SHUVRQQHO DJHQFLHV� VXFK DV 0DQSRZHU� %\
VZLWFKLQJ WR VXFK ZRUNHUV� ILUPV ORZHU SURGXFWLRQ FRVWV QRW RQO\ E\ SD\LQJ IHZHU EHQHILWV WR VXFK ZRUNHUV�
EXW DOVR E\ EHWWHU PDWFKLQJ HPSOR\PHQW WR VZLQJV LQ SURGXFWLRQ VXFK DV XVLQJ SDUW�WLPH ZRUNHUV WR KDQGOH
EXVLHU ZHHNHQG VKRSSLQJ SHULRGV RU KLULQJ WHPSRUDU\ FRPSXWHU SURJUDPPHUV WR IL[ \HDU ���� SUREOHPV�

3D\ KDV DOVR EHFRPH PRUH PDUNHW�VHQVLWLYH� $YDLODEOH GDWD VKRZ WKUHH SDWWHUQV� )LUVW� XQLRQ FRQWUDFWV�
ZKLFK VHW ZDJHV DKHDG RI PDUNHW FRQGLWLRQV� DUH OHVV SUHYDOHQW DV VKRZQ HDUOLHU� 6HFRQG� XQLRQ FRQWUDFWV DUH
PXFK OHVV OLNHO\ WR EH LQGH[HG IRU LQIODWLRQ� :KLOH LQGH[DWLRQ SURWHFWV ZRUNHUV· SXUFKDVLQJ SRZHU� LW DOVR WLHV
D ILUP·V ZDJH ELOO PRUH WR JHQHUDO SULFH LQFUHDVHV WKDQ WR WKH SULFH RI LWV SDUWLFXODU RXWSXW� 7KLUG� WKHUH LV
PRUH SURILW�VKDULQJ� , ZLOO QRZ HODERUDWH RQ WKH ODWWHU WZR SRLQWV�

)LJXUH � SORWV WKH VKDUH RI XQLRQ FRQWUDFWV ZLWK LQGH[DWLRQ FODXVHV WKDW ERRVW ZDJHV IRU LQIODWLRQ
DFFRUGLQJ WR QHJRWLDWHG IRUPXOD� &OHDUO\� LQIODWLRQ ULVN� DV UHIOHFWHG LQ WKH LQIODWLRQ UDWH� LV D PDMRU IDFWRU
DIIHFWLQJ WKH XVH RI LQGH[DWLRQ IRUPXODV� )RU H[DPSOH� LQ WKH KLJK LQIODWLRQ ����V� LQGH[DWLRQ FODXVHV ZHUH
TXLWH FRPPRQ DV ZRUNHUV VRXJKW WR SURWHFW WKHLU SXUFKDVLQJ SRZHU IURP KLJK DQG YDULDEOH LQIODWLRQ�
+RZHYHU� LQIODWLRQ LV QRW WKH RQO\ IDFWRU DIIHFWLQJ WKH XVH RI LQGH[DWLRQ SURYLVLRQV� ,QGHHG� LQIODWLRQ LQ WKH
HDUO\ ����V ZDV DW OHYHOV QHDU WKRVH RI WKH ����V� EXW LQGH[DWLRQ ZDV KDOI DV SUHYDOHQW LQ WKH PRUH UHFHQW
SHULRG�

:KLOH FRVW�RI�OLYLQJ HVFDODWRUV KDYH EHFRPH OHVV SUHYDOHQW� WKH XVH RI SURILW�VKDULQJ KDV ULVHQ
GUDPDWLFDOO\ VLQFH WKH HDUO\ ����V DV VKRZQ LQ )LJXUH �� $V RI ����� WKH ODWHVW \HDU DYDLODEOH� RYHU �� SHUFHQW
RI SHQVLRQ SODQV FRQWDLQHG D IRUP RI SURILW�VKDULQJ� XS IURP OHVV WKDQ �� SHUFHQW LQ ����� WKH HDUOLHVW \HDU
DYDLODEOH� 0RVW RI WKHVH SURILW�VKDULQJ SURYLVLRQV LQFOXGH HPSOR\HH VWRFN RZQHUVKLS SODQV RU SURILW�EDVHG
FRQWULEXWLRQV WR WKULIW SODQV� ERWK W\SHV RI ZKLFK DUH SURYLGHG WR HPSOR\HHV DW 6RXWKZHVW $LUOLQHV� 2WKHU
KLVWRULFDO GDWD VKRZ D PRUH OLPLWHG XVH RI QRQ�GHIHUUHG IRUPV RI SURILW�VKDULQJ� VXFK DV FDVK ERQXVHV�

:K\ LV GHIHUUHG SURILW�VKDULQJ PRUH FRPPRQ" 2QH UHDVRQ LV WKDW ZRUNHUV GR QRW KDYH VXIILFLHQW ZHDOWK
WR VHH WKHLU ZHHNO\ WDNH�KRPH SD\ YDU\ JUHDWO\ ZLWK PDUNHW FRQGLWLRQV� EXW DUH EHWWHU DEOH WR KDQGOH SURILW
YRODWLOLW\ RYHU WKH ORQJ�UXQ� VXFK DV LQ WKH IRUP RI UHWLUHPHQW DFFRXQWV� )RU WKLV UHDVRQ� GHIHUUHG SURILW�
VKDULQJ LV PRUH SDODWDEOH WR ZRUNHUV� DQG \HW DOVR HQDEOHV ILUPV WR PDNH SD\ PRUH PDUNHW UHVSRQVLYH�
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Profit-sharing on the rise
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The evolving nature of profit-sharing

33Deferred profit-sharing more common, workers:
�� less able to handle take-home pay volatility
�� better able to handle long-run pension variation

33Nevertheless, shift to variable (non-deferred) pay
�� recent salary and Beige Book surveys
�� short- and long-run pay more market responsive

)LJXUH �

Why these changes?
Greater competition:

3Forces efficiency, makes profit margins tighter

3Arises from: 
� foreign trade for manufacturers
� deregulation: energy, transport., banking, commun.

3Prevents firms from shielding workers

)LJXUH �

Why these changes?
Greater competition induces firms to:

3Make pay & hours more market responsive

3Cut mgmt & incentivize pay to boost efficiency

3Share profits to gain wage cuts in restructurings

3Share profits to make pay more market responsive

)LJXUH �

1HYHUWKHOHVV� UHFHQW VDODU\ DQG %HLJH %RRN VXUYH\V LQGLFDWH WKDW D VKLIW IURP PHULW�EDVH SD\ WR PRUH
YDULDEOH FDVK SD\ LV XQGHUZD\� 7KLV PRUH UHFHQW SKHQRPHQRQ LPSOLHV WKDW ERWK VKRUW�UXQ DQG ORQJ�UXQ SD\
DUH EHFRPLQJ PRUH PDUNHW�UHVSRQVLYH�

:K\ +DYH :RUN DQG 3D\ %HFRPH 0RUH 0DUNHW�5HVSRQVLYH"

$UJXDEO\� JUHDWHU FRPSHWLWLRQ IRUFHV ILUPV WR EHFRPH PRUH HIILFLHQW� DV SURILW PDUJLQV DUH WLJKWHU DQG
IHDU RI ORVLQJ PDUNHW VKDUH WR ORZHU FRVW FRPSHWLWLRQ LV KHLJKWHQHG� )LHUFHU FRPSHWLWLRQ FDQ DULVH QRW RQO\
IRU WUDGHG JRRGV IDFLQJ IRUHLJQ FRPSHWLWLRQ� EXW DOVR LQ GHUHJXODWHG PDUNHWV� VXFK DV FRPPXQLFDWLRQV� ZKHUH
WKH HQWU\ RI QHZ ILUPV DQG WKH HQGLQJ RI SULFH DQG RWKHU UHJXODWLRQV IRUFHV ILUPV WR FRPSHWH PRUH ZLWK RQH
DQRWKHU� ,Q VXFK DQ HQYLURQPHQW� ILUPV QR ORQJHU HQMR\ VWDEOH SURILW PDUJLQV DQG SURWHFWLRQ IURP
FRPSHWLWLRQ WKDW RQFH HQDEOHG WKHP WR VKLHOG ZRUNHUV IURP VZLQJV LQ PDUNHW FRQGLWLRQV�

,Q SDUWLFXODU� JUHDWHU FRPSHWLWLRQ LQGXFHV ILUPV WR PDNH SD\ DQG ZRUN PRUH PDUNHW�UHVSRQVLYH� WR FXW
PLGGOH PDQDJHPHQW RYHUKHDG DQG LQFHQWLYL]H SD\ VR ZRUNHUV EHFRPH PRUH VHOI�PDQDJHG� DQG WR VKDUH
SURILWV LQ H[FKDQJH IRU ZDJH FXWV ZKHQ UHVWUXFWXULQJ� ,Q DGGLWLRQ� JUHDWHU FRPSHWLWLRQ PRUH FORVHO\ DOLJQV
SURILWV ZLWK ZRUNHUV· PDUNHW YDOXH� DV SULFHV DQG SURILWV PRUH FORVHO\ UHIOHFW ZDJH FRVWV DGMXVWHG IRU
SURGXFWLYLW\� )RU WKHVH UHDVRQV� JUHDWHU FRPSHWLWLRQ LQGXFHV ILUPV WR PDNH SD\ PRUH PDUNHW�UHVSRQVLYH DQG
PDNHV SURILW�VKDULQJ D PRUH DWWUDFWLYH ZD\ RI GRLQJ VR�
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The rise of profit-sharing
and goods market competition
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Unions decline in manufacturing
and deregulated industries
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$V D UHVXOW� RQH ZRXOG H[SHFW WKDW SURILW�VKDULQJ VKRXOG WUHQG XSZDUG ZLWK D PHDVXUH RI PDUNHW
FRPSHWLWLRQ� DV VKRZQ LQ )LJXUH � EHORZ� 7KLV PHDVXUH RI FRPSHWLWLRQ ULVHV DV ILUPV· SULFLQJ SRZHU GHFOLQHV�
DGMXVWHG IRU VZLQJV UHODWHG WR WKH EXVLQHVV F\FOH� RLO SULFHV� DQG H[FKDQJH UDWHV� 0\ UHVHDUFK VKRZV WKDW WKLV
RYHUDOO PHDVXUH RI FRPSHWLWLRQ DOVR WHQGV WR ULVH ZKHQ WKH GHJUHH RI XQLRQL]DWLRQ DQG WKH SUHYDOHQFH RI
LQIODWLRQ FODXVHV LQ ODERU FRQWUDFWV IDOO�

%XW KRZ FDQ ZH WHOO LI LW LV FRPSHWLWLRQ DQG QRW RWKHU IDFWRUV WKDW DUH PDNLQJ HPSOR\PHQW DQG SD\ PRUH
PDUNHW�VHQVLWLYH" 2QH ZD\ WR GR WKLV LV WR FRPSDUH GHUHJXODWHG RU WUDGHG JRRGV LQGXVWULHV ZLWK RWKHU VHFWRUV�
,QGXVWU\ GDWD UHYHDO WZR WKLQJV� )LUVW� PRVW RI WKH GURS LQ XQLRQL]DWLRQ VLQFH WKH HDUO\�����V LV GXH WR
GHFOLQHV LQ XQLRQL]DWLRQ UDWHV ZLWKLQ LQGXVWULHV� UDWKHU WKDQ WR VKLIWV LQ HPSOR\PHQW IURP PRUH XQLRQL]HG
LQGXVWULHV� OLNH PDQXIDFWXULQJ� WR OHVV XQLRQL]HG LQGXVWULHV� 6HFRQG� DV VKRZQ LQ )LJXUH �� WKH ELJJHVW GHFOLQHV
LQ XQLRQL]DWLRQ UDWHV ZHUH LQ PDQXIDFWXULQJ DQG GHUHJXODWHG LQGXVWULHV� DV FRPSDUHG WR RWKHU VHFWRUV�
&KDQJHV LQ WKH SUHYDOHQFH RI LQIODWLRQ LQGH[DWLRQ LQ XQLRQ FRQWUDFWV DOVR IROORZ ERWK RI WKHVH SDWWHUQV�

:K\ KDV SURILW�VKDULQJ EHFRPH PRUH SUHYDOHQW" &OHDUO\� VRPH LQGXVWULHV DUH EHWWHU VXLWHG WR SURILW�
VKDULQJ DUUDQJHPHQWV WKDQ RWKHUV EHFDXVH WKH QDWXUH RI ZRUN DQG WKH DELOLW\ WR PRQLWRU ZRUN HIIRUW YDU\
DFURVV VHFWRUV� 6XFK IDFWRUV ZRXOG DFFRXQW IRU ZK\ GLIIHUHQFHV H[LVW DFURVV LQGXVWULHV DW D JLYHQ SRLQW LQ
WLPH� ,Q DGGLWLRQ� FKDQJHV LQ JHQHUDWLRQDO DWWLWXGHV WRZDUG SURILW�VKDULQJ PLJKW DFFRXQW IRU ZK\ SURILW�
VKDULQJ KDV ULVHQ LQ YLUWXDOO\ DOO LQGXVWULHV� +RZHYHU� DFURVV WLPH� FKDQJHV LQ KRZ PXFK FRPSHWLWLRQ DQ
LQGXVWU\ IDFHV UHODWLYH WR RWKHUV FRXOG DFFRXQW IRU ZK\ WKH XVH RI SURILW�VKDULQJ KDV ULVHQ PRUH LQ VRPH
LQGXVWULHV WKDQ LQ RWKHUV�

,QGHHG� DV VKRZQ LQ )LJXUH ��� WKH PRVW SURQRXQFHG LQFUHDVHV LQ SURILW�VKDULQJ KDYH RFFXUUHG LQ
GHUHJXODWHG LQGXVWULHV� VXFK DV WUDQVSRUWDWLRQ� RU LQ VHFWRUV IDFLQJ KHLJKWHQHG FRPSHWLWLRQ IURP DEURDG� VXFK
DV PDQXIDFWXULQJ� ,Q DGGLWLRQ WR PDNLQJ LW PRUH GHVLUDEOH WR PDNH SD\ PRUH PDUNHW� VHQVLWLYH YLD SURILW�
VKDULQJ� LQFUHDVHG FRPSHWLWLRQ PD\ KDYH LQGXFHG PRUH SURILW�VKDULQJ WKURXJK D UHVWUXFWXULQJ FKDQQHO� ,Q
GHUHJXODWHG LQGXVWULHV WKDW KDYH UHVWUXFWXUHG� VRPH ILUPV KDYH JDLQHG ZDJH DQG OD\RII FRQFHVVLRQV E\
DJUHHLQJ WR VKDUH IXWXUH SURILWV� )RU H[DPSOH� ZRUNHUV DW 8QLWHG $LUOLQHV DJUHHG WR ZDJH FRQFHVVLRQV LQ WKH
HDUO\ ���� LQ H[FKDQJH IRU HYHQWXDOO\ RZQLQJ D PDMRULW\ VWDNH LQ WKDW DLUOLQH�
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+RZ :HOO $UH WKH 1HZ 5XOHV RI :RUN DQG 3D\ :RUNLQJ"

1RZ WKDW ZH XQGHUVWDQG KRZ DQG ZK\ QHZ UXOHV RI ZRUN DQG SD\ KDYH DULVHQ� D QDWXUDO TXHVWLRQ LV WR
DVN KRZ ZHOO DUH WKH\ IXQFWLRQLQJ" 7R GR WKLV� , ZLOO EULHIO\ UHYLHZ ZKDW WKLV QHZ SDUDGLJP PHDQV IRU
$PHULFDQ ZRUNHUV� 7KHQ� , ZLOO SURYLGH VRPH LQWHUQDWLRQDO SHUVSHFWLYH E\ UHYLHZLQJ KRZ ZHOO ODERU PDUNHWV
DUH IXQFWLRQLQJ LQ RWKHU LQGXVWULDOL]HG QDWLRQV�

+RZ :HOO $UH WKH 1HZ 5XOHV RI :RUN DQG 3D\ :RUNLQJ LQ WKH 8�6�"

)RU $PHULFDQ ZRUNHUV� WKH QHZ ODERU SDUDGLJP KDV�

��� LQFUHDVHG VKRUW�UXQ MRE XQFHUWDLQW\ WKURXJK DQ LQFUHDVHG SUREDELOLW\ RI EHLQJ ODLG RII RU WHPSRUDULO\
HPSOR\HG LQ HFRQRPLF H[SDQVLRQV�

��� IRUFHG ZRUNHUV WR IRFXV RQ OLIHWLPH HPSOR\DELOLW\ UDWKHU WKDQ OLIHWLPH HPSOR\PHQW DW D SDUWLFXODU
ILUP�

��� HQFRXUDJHG WKH XVH RI SRUWDEOH SHQVLRQV OLNH ,5$ DQG WKULIW SODQ DFFRXQWV� DQG

��� ERRVWHG WKH XVH RI GHIHUUHG SURILW�VKDULQJ� DQG PRUH UHFHQWO\� YDULDEOH FDVK SD\�

$EVWUDFWLQJ IURP WKH EXVLQHVV F\FOH� $PHULFDQ ZRUNHUV IDFH PRUH XQFHUWDLQW\ DERXW WKHLU MREV DQG SD\ LQ
WKH ����V� %\ WKLV VWDQGDUG DORQH� WKH QHZ UXOHV RI ZRUN DQG SD\ VHHP WR EH D VWHS GRZQ� +RZHYHU�
FRQGLWLRQV FKDQJH DQG PRUH DSSURSULDWH FULWHULD DUH ZKHWKHU ZH ZRXOG KDYH EHHQ EHWWHU RII IROORZLQJ WKH ROG
UXOHV LQ WKH ����V DQG ZKHWKHU RWKHU ODERU SUDFWLFHV XVHG RYHUVHDV KDYH ZRUNHG EHWWHU LQ UHFHQW WLPHV� 7R
DGGUHVV WKHVH LVVXHV� OHW·V ORRN DW KRZ ZHOO ODERU PDUNHW SUDFWLFHV KDYH ZRUNHG LQ &RQWLQHQWDO (XURSH� -DSDQ
DQG 6RXWK .RUHD� DQG *UHDW %ULWDLQ�

+RZ :HOO $UH 2WKHU /DERU 0DUNHWV )XQFWLRQLQJ"

,Q WKH &RQWLQHQWDO (XURSHDQ FRXQWULHV RI *HUPDQ\� )UDQFH� DQG ,WDO\� ODZV SURWHFW ZRUNHUV IURP EHLQJ
ILUHG DQG LQGXVWULHV IURP GRPHVWLF DQG IRUHLJQ FRPSHWLWLRQ� $V D UHVXOW� VHQLRU ZRUNHUV DW ELJ� HVWDEOLVKHG
ILUPV HQMR\ D VZHHW OLIH �/D 'ROFH 9LWD� RI MRE VHFXULW\� KLJK SD\ WKDW LV LQGH[HG IRU LQIODWLRQ� DQG ORQJ
YDFDWLRQV� +RZHYHU� E\ ERRVWLQJ ODERU FRVWV DERYH PDUNHW OHYHOV� WKHVH ULJLG SUDFWLFHV KDYH VW\PLHG MRE
FUHDWLRQ IRU WKH \RXQJ� OHG WR PRXQWLQJ� GRXEOH�GLJLW XQHPSOR\PHQW UDWHV� VORZHG HFRQRPLF JURZWK� DQG OHG
WR ERWK KLJK WD[DWLRQ DQG KLJK EXGJHW GHILFLWV�
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How other nations compare:
Great Britain

33Allow restructurings, cut job “protections”

33Cut unemployment/welfare benefits
33Less job and income security at particular firms
33But lower unemployment and faster growth

)LJXUH ��

How other nations compare:
Japan & South Korea

33Like Europe, restrict firing and competition

33Two key differences:
�� company-wide flexible bonuses
�� lifetime jobs within big conglomerates 

33But long-run structural imbalances mounting

)LJXUH ��

How other nations compare:
Continental Europe

33La Dolce Vita, for senior workers at big firms

33For others, no job creation, high unemployment 
33Slow economic growth
33High taxes and budget deficits

Laws restricting firin g & competition result in:

)LJXUH ��

,Q -DSDQ DQG 6RXWK .RUHD� DV LQ &RQWLQHQWDO (XURSH� ODZV SURWHFW ZRUNHUV IURP EHLQJ ILUHG DQG ILUPV
IURP PXFK FRPSHWLWLRQ� 7ZR NH\ GLIIHUHQFHV DUH ��� WKDW SD\ LQFOXGHV D \HDU�HQG FRPSDQ\�ZLGH ERQXV WKDW
SDUWO\ UHIOHFWV FRPSDQ\ SURILWV� DQG ��� ODUJH FRQJORPHUDWHV GRPLQDWH WKHVH HFRQRPLHV DQG VKLIW ZRUNHUV ZLWK
OLIHWLPH HPSOR\PHQW IURP VODFN LQGXVWULHV WR IDVWHU JURZLQJ RQHV� 7KXV� WKH -DSDQHVH�.RUHDQ V\VWHP PDNHV
SD\ DQG HPSOR\PHQW PRUH PDUNHW VHQVLWLYH WKDQ LQ &RQWLQHQWDO (XURSH� EXW WKLV PDUNHW VHQVLWLYLW\ LV IDU OHVV
WKDQ LQ WKH 8�6� $V D UHVXOW� WKH QHHG WR OD\ RII ZRUNHUV RU WR GUDPDWLFDOO\ FXW SD\ LQ G\LQJ LQGXVWULHV KDV
PRXQWHG RYHU WKH ORQJ�UXQ� &RPSRXQGLQJ WKLV SUREOHP LV D ODFN RI ILQDQFLDO WUDQVSDUHQF\ DERXW ILUP
SURILWDELOLW\ DQG WKH KDELW RI PDQ\ -DSDQHVH EDQNV WR SURS XS DLOLQJ ILUPV IRU ZKLFK WKH\ VHUYH DV ERWK DFWLYH
VKDUHKROGHUV DQG OHQGHUV� 7KXV� UDWKHU WKDQ FRQWLQXRXVO\ PDNLQJ HQRXJK PLQRU PDUNHW DGMXVWPHQWV�
-DSDQHVH DQG .RUHDQ ILUPV KDYH DOORZHG SUREOHPV WR EXLOG WR WKH SRLQW ZKHUH YHU\ ODUJH DQG SDLQIXO FKDQJHV
ZLOO QHHG WR EH PDGH�

7KH UHDOL]DWLRQ WKDW FKDQJHV DUH QHHGHG KDV OHG WKH QHZ 6RXWK .RUHDQ 3UHVLGHQW� 0U� .LP� ZKR LV ERWK D
SRSXOLVW DQG D OHDGLQJ FULWLF RI WKH .RUHDQ FRQJORPHUDWH V\VWHP� WR FRPPHQW DIWHU KLV UHFHQW HOHFWLRQ WKDW�

´2QO\ WKH EXVLQHVVHV WKDW FDQ DGMXVW WR WKH PDUNHW HFRQRP\ DQG LQWHUQDWLRQDO FRPSHWLWLRQ ZLOO VXUYLYH�
7KRVH ZKLFK FDQQRW ZLOO VXUHO\ SHULVK EHFDXVH WKDW LV WKH FROG� KDUVK UHDOLW\ RI JOREDOL]DWLRQ�µ

2QH LQWHUQDWLRQDO EULJKW VSRW KDV EHHQ *UHDW
%ULWDLQ� ZKLFK KDV DOORZHG UHVWUXFWXULQJ DFWLYLW\�
VFDOHG EDFN ODZV WKDW SUHYHQW MRE GLVPLVVDO� DQG
VFDOHG EDFN XQHPSOR\PHQW DQG ZHOIDUH EHQHILWV WKDW
HQFRXUDJH LGOHQHVV� /LNH $PHULFDQ ZRUNHUV� %ULWLVK
ZRUNHUV QRZ HQGXUH PRUH VKRUW�UXQ MRE DQG SD\
XQFHUWDLQW\ DW WKHLU SDUWLFXODU HPSOR\HUV� %XW
SDUDGR[LFDOO\� WKH\ DOVR HQMR\ PRUH ORQJHU�UXQ MRE
VHFXULW\ ZLWKLQ WKHLU JHQHUDO HFRQRP\ DQG EHWWHU
LQFRPH SURVSHFWV LQ WKH IRUP RI ORZHU
XQHPSOR\PHQW DQG IDVWHU JURZWK WKDW VWHP IURP
KDYLQJ D PRUH PDUNHW�RULHQWHG V\VWHP�
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Implications for monetary policy

33Traditional wage measures obsolete
��understate pay growth and flexibility

33Shifts relationship betwn labor mkts & inflation
�� import prices more important
�� capacity pressures affect inflation more slowly
��economy can sustain higher capacity levels
��may boost long-run, sustainable growth

)LJXUH ��

:KDW ,V WKH %URDGHU 0HDQLQJ RI WKH 1HZ /DERU 3DUDGLJP"

:KDW LV WKH EURDGHU PHDQLQJ RI WKH QHZ ODERU SDUDGLJP" $W D IXQGDPHQWDO OHYHO� WKH QHZ ODERU SDUDGLJP
LQ WKH 8�6� KDV PDGH ZRUN DQG SD\ PRUH PDUNHW�UHVSRQVLYH� )XUWKHUPRUH� WKH QHZ ODERU SDUDGLJP LQ WKH
8�6� DQG *UHDW %ULWDLQ KDV RXWSHUIRUPHG WKH ROGHU ODERU SDUDGLJPV RI RWKHU PDMRU HFRQRPLHV LQ WKH ����V�
%XW WKH QHZ ODERU SDUDGLJP DOVR KDV LPSOLFDWLRQV IRU ERWK PRQHWDU\ SROLF\ DQG HFRQRPLF SROLF\ LQ JHQHUDO�

,PSOLFDWLRQV IRU 0RQHWDU\ 3ROLF\

:LWK UHVSHFW WR PRQHWDU\ SROLF\� WKH QHZ ODERU SDUDGLJP KDV VHYHUDO LPSOLFDWLRQV IRU KRZ WR LQWHUSUHW
HFRQRPLF JDXJHV DQG IRU KRZ WKH )HGHUDO 5HVHUYH FRQGXFWV SROLF\�

)LUVW� LQFUHDVHG SURILW�VKDULQJ KDV PDGH RXU H[LVWLQJ PHDVXUHV RI ZDJHV REVROHWH EHFDXVH WKH\ GR QRW
LQFOXGH PRVW GHIHUUHG IRUPV RI SURILW�VKDULQJ� LQFOXGLQJ VWRFN RSWLRQV� 7KXV� HPSOR\HH FRVWV DUH OLNHO\ ULVLQJ
IDVWHU WKDQ RXU JDXJHV LQGLFDWH� EXW DUH DOVR PRUH IOH[LEOH WKDQ RXU FXUUHQW JDXJHV LPSO\�

,Q DGGLWLRQ� JUHDWHU FRPSHWLWLRQ LQ WKH PDUNHW SODFH� ZKLFK KDV FUHDWHG WKLV QHZ ODERU SDUDGLJP� DIIHFWV
WKH UHODWLRQVKLS EHWZHHQ WLJKW ODERU PDUNHWV DQG LQIODWLRQ LQ VHYHUDO ZD\V� )LUVW� WKH PRUH LPSRUWDQW LV IRUHLJQ
WUDGH� WKH PRUH LQIODWLRQ GHSHQGV RQ IRUHLJQ SULFHV DQG H[FKDQJH UDWHV DQG WKH OHVV LQIODWLRQ GHSHQGV RQ
GRPHVWLF FDSDFLW\ SUHVVXUHV� 6HFRQG� JUHDWHU FRPSHWLWLRQ LPSOLHV WKDW LQIODWLRQ LV VORZHU WR ULVH ZKHQ WKH
HFRQRP\ LV RYHUKHDWHG EHFDXVH LQGLYLGXDO ILUPV ZRXOG ORVH PRUH PDUNHW VKDUH LI WKH\ LQFUHDVHG SULFHV EHIRUH
WKHLU FRPSHWLWRUV� 7KLUG� ILUPV DUH ZLOOLQJ WR SURGXFH PRUH DW D JLYHQ SULFH OHYHO XQGHU JUHDWHU FRPSHWLWLRQ�
ZKLFK PD\ DOVR ERRVW HIILFLHQF\ E\ PDNLQJ WKH HFRQRP\ PRUH PDUNHW� DQG FXVWRPHU�GULYHQ� 7KLV LPSOLHV
WKDW WKH HFRQRP\ FDQ RSHUDWH DW KLJKHU OHYHOV RI FDSDFLW\ ZLWKRXW LQIODWLRQ ULVLQJ� )RXUWK� WR VRPH H[WHQW� WKH
LQFUHDVHG PDUNHW VHQVLWLYLW\ RI HPSOR\PHQW DQG SD\ DOORZV WKH HFRQRP\ WR PRUH UHDGLO\ DGMXVW WR QHZ
WHFKQRORJ\� ZKLFK ERRVWV WKH LQFHQWLYHV IRU LQQRYDWLRQ DQG WKHUHE\ ORQJ�UXQ JURZWK� +HQFH� WKH QHZ
SDUDGLJP PLJKW SHUPLW WKH )HG WR DOORZ WKH HFRQRP\ WR JURZ VRPHZKDW IDVWHU ZLWKRXW VDFULILFLQJ SULFH
VWDELOLW\ EHFDXVH WKH HFRQRP\ LV OHVV LQIODWLRQ SURQH�
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More general implications of
the new labor paradigm

33Current wage measures understate pay
�� living standards understated
��more profit-sharing disclosure needed

33Allows more frequent economic adjustments that:
�� boost short-run uncertainty
�� lower long-run uncertainty & boost growth

)LJXUH ��

0RUH *HQHUDO ,PSOLFDWLRQV

7KH QHZ ODERU SDUDGLJP KDV RWKHU� PRUH JHQHUDO SROLF\ DQG HFRQRPLF LPSOLFDWLRQV�

7R VRPH H[WHQW� LQFUHDVHG SURILW�VKDULQJ LPSOLHV WKDW FXUUHQW ZDJH PHDVXUHV XQGHUVWDWH SD\� IXUWKHU
LPSO\LQJ WKDW OLYLQJ VWDQGDUGV IRU 8�6� ZRUNHUV KDYH EHHQ XQGHUVWDWHG� $QG� DV &HFH 6PLWK KDV SRLQWHG RXW�
WKH LQFUHDVHG XVH RI VWRFN RSWLRQV DQG SURILW�VKDULQJ LPSOLHV WKDW RXWVLGH LQYHVWRUV IDFH WKH ULVN WKDW IXWXUH
SURILWV ZLOO EH GLOXWHG ZKHQ VWRFN RSWLRQV DUH H[HUFLVHG RU SURILWV DUH VKDUHG� )RU WKLV UHDVRQ� PRUH DQG EHWWHU
GLVFORVXUH RI SURILW�VKDULQJ DUUDQJHPHQWV LV QHHGHG�

$W DQRWKHU OHYHO� WKH QHZ ODERU SDUDGLJP HQDEOHV ILUPV DQG ZRUNHUV WR PDNH PRUH IUHTXHQW HFRQRPLF
DGMXVWPHQWV� :KLOH WKLV ERRVWV VKRUW�UXQ XQFHUWDLQW\� LW UHGXFHV WKH ULVN RI ELJ FRVWO\ DGMXVWPHQWV WKDW PRXQW
ZKHQ HFRQRPLF DGMXVWPHQWV DUH SRVWSRQHG� )RU WKLV UHDVRQ� IHZHU LPEDODQFHV EXLOG ZKLFK FRPH WR D KHDG LQ
HFRQRPLF GRZQWXUQV ZKHQ LW LV KDUGHU IRU ODLG RII ZRUNHUV WR ILQG QHZ MREV� 7KXV� WKH QHZ ODERU SDUDGLJP
KDV HQDEOHG WKH 8�6� HFRQRP\ WR DGDSW IDVWHU WR RXU FKDQJLQJ ZRUOG DQG SHUIRUP EHWWHU WKDQ IRUHLJQ
HFRQRPLHV ZKLFK KDYH SXUVXHG PRUH ULJLG SROLFLHV� 3DUDGR[LFDOO\� WKH YHU\ ODERU SDUDGLJP WKDW KDV VXEMHFWHG
$PHULFDQ ZRUNHUV WR PRUH VKRUW�UXQ DGMXVWPHQWV DQG XQFHUWDLQW\ KDV UHGXFHG ORQJ�UXQ XQFHUWDLQW\ DQG
ERRVWHG JURZWK E\ FUHDWLQJ D PRUH UREXVW HFRQRP\� ,Q FRQWUDVW� ZRUNHUV DEURDG ZKR KDYH PRUH OHJDO ´MRE
SURWHFWLRQµ DUH IDFLQJ PRXQWLQJ XQHPSOR\PHQW DQG KXJH� FRVWO\ DGMXVWPHQWV� 7KHVH ODERU PDUNHW GLIIHUHQFHV
DUH DQDORJRXV WR WKH GLIIHUHQFHV EHWZHHQ IORDWLQJ DQG IL[HG H[FKDQJH UDWH UHJLPHV� LQ WKDW IORDWLQJ H[FKDQJH
UDWHV KHOS WUDGH DQG LQYHVWPHQW IORZV FRQWLQXRXVO\ DGMXVW WR FKDQJLQJ IXQGDPHQWDOV� ZKLOH IL[HG H[FKDQJH
UDWHV UHPDLQ VWDEOH XQWLO HFRQRPLF IXQGDPHQWDOV IRUFH ODUJH DQG YHU\ SDLQIXO GLVFUHWH FKDQJHV�

6RPH QDWLRQV� SDUWLFXODUO\ WKRVH LQ &RQWLQHQWDO (XURSH� VKRZ D JUHDW UHOXFWDQFH WR VKHG WKH ODERU ODZV
DQG DQWL�FRPSHWLWLRQ SROLFLHV WKDW KDYH FRQWULEXWHG WR GRXEOH�GLJLW XQHPSOR\PHQW� ,QVWHDG RI DGDSWLQJ WR WKH
FKXUQ� *HUPDQ\� )UDQFH� DQG ,WDO\ DUH SXUVXLQJ D FXUUHQF\ XQLRQ DV DQ HFRQRPLF HOL[LU WR WKHLU SRRU
HFRQRPLF SHUIRUPDQFH DW D WLPH� LURQLFDOO\� ZKHQ IL[HG H[FKDQJH UDWH DUUDQJHPHQWV DUH IDLOLQJ RU DUH XQGHU
SUHVVXUH DURXQG WKH ZRUOG� 2Q D EULJKWHU QRWH� RWKHU LQGXVWULDOL]HG QDWLRQV� VXFK DV *UHDW %ULWDLQ DQG
&DQDGD� KDYH WDNHQ VWULGHV WRZDUG GHUHJXODWLQJ WKHLU HFRQRPLHV� ZKLOH RWKHUV� OLNH 6RXWK .RUHD DQG SHUKDSV
-DSDQ� KDYH RQO\ MXVW EHJXQ�


