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Abstract 
 

The purpose of this paper is to understand how the belonging of young adults to different 

households may influence their job search. Youth unemployment has been consistently 

rising in South Korea due to the young people’s behaviour and decisions. The job search 

model was applied in this paper to look into the motivations and reasons of why job-seekers 

from high-income and low-income households accept job offers and why other prefer to 

delay their entry. The results showed that young adults from poor family backgrounds were 

more likely to be employed but with low wages. Young adults from affluent family 

backgrounds were more likely to stay out of the labour market due to parental financial 

support and prefer to wait longer until the right job comes along.  
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1 Introduction 

 
1.1 Youth Inactiveness and Youth Labour Market in South Korea 

 
From being one of the lowest-educated countries in the world, South Korea has dramatically 

transformed itself to one of the countries with the highest-educated workforce with 69% of 

Korean young people aged 24 – 34 having graduated from university (Park, Jang & Shahiri 

2018). Almost all Korean youths remain in school, making it rare to find youths out of school 

(Park 2013). In the Korean society, high education is viewed as a top priority (So & Kang 

2014). They point out that Koreans consider it as the ladder to improve their socioeconomic 

status as well as obtaining a well-paying job. Therefore, it comes as no surprise that Korean 

parents and students are obsessed with academic success. Jang and Kim (2004) described 

the competition for college entrance exams which is well-known in Asian countries. Because 

of the great emphasis on high education, they argue that there is a low rate of labour force 

participation amongst Korean students. Only 10% of them contributed in the labour force. 

Park (2013) mentioned the reason being that the young people prefer to prepare for college 

entrance exams thus making it challenging for them to study and work full-time at the same 

time. From the young Koreans’ perspective, remaining in school is a good opportunity to 

improve their qualifications in order to find a good job by the time they graduate (Lim & Lee 

2019). They suggest that the youths are more likely to graduate in five or six years. 

 

Choi (2017) described that young adults regard a job as a lifetime career and therefore, they 

are selective in choosing jobs. He argues that they are willing to turn down small-sized 

companies and take their chances on large companies who provide non-regular positions. 

Moreover, it is to the point that they will wait a long time just to acquire a job at a large 
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company believing in that it will benefit them in the long run. Hultberg, Calonge and Kim 

(2017) pointed out that large firms offer good salaries and benefits to their workers whereas 

small and medium-sized businesses do not provide long-term employment nor higher 

wages. 

 

On the other hand, this method has been criticised by Lee and Lim (2019) since this does not 

ensure that they would receive a great job. In fact, this would postpone their chance to 

enter the labour market. They state that continuing to stay in university would not help the 

youths acquire new skills and to assume that these skills obtained from their education 

would be enough to cover their whole life is a mistake. This leads to many of them being 

unemployed or having jobs that are below their educational level (Schmid 2013). 

Furthermore, having a part-time job makes them exposed to economic cycles (Lee & Kang 

2018). Although, some do enter the labour market, it does not significantly improve their 

chances to find a decent job due to mismatch (Park 2013). Lee and Kang (2018) mentioned 

that because of the lack of job experience, there have been mismatch issues between the 

skills that the young people currently have and the requirements of the job. So, youth 

unemployment will be higher than for the adult population compared to other countries  

 

Many youths desire to work in large conglomerate known as chaebols and public sectors, 

however these particular employers have decreased the number of jobs offered to the 

young adults and are instead favouring older workers to tackle competition and economic 

globalization (Park 2013). As a consequence, this has impacted the employment status of 

young Koreans especially those who hold university degrees. He observed that compared to 

the older generation, they have a harder time finding a stable job after graduating. Schmid 
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(2013) stated that when it comes to economic slumps, young adults are likely to be more 

targeted than adults because they are usually the first group to be laid off from work. Due 

to lack of work experience, firms prefer not to hire young workers during economic 

downturns (Lee & Kim 2012).  

 

1.2 Parental Financial Support, Socioeconomic Status and Family Income 

 
Confucianism has been a major influence in South Korea as a traditional culture (Chung 

2016). Compared to other East Asian countries, Koreans have maintained this tradition and 

adopted it as a lifestyle. In Confucian culture, job prestige decides social class, therefore 

parents see their children’s’ accomplishments as their own achievement (Lee & Kang 2018). 

Because this is regarded as a family matter, they noted that Korean parents show excessive 

interest and become involved in their children’s’ career. Parents are willing to support their 

children even past the adulthood stage and even encourage them not to move out of their 

house (Johnson 2013). Kim and Hwang (2016) suggested that parents are well aware that 

part-time jobs will not be sufficient to cover their children’s living costs. Hence, Korean 

parents are eager to support their children believing that it will push them into favourable 

positions. In the same manner, they suggested that parents with higher incomes are more 

willing and able to provide financial support to their children than other parents with low 

income. A well-known term in South Korea refers to these young adults as “kangaroo kids” 

since they depend on their parents’ financial support and continue to remain in their 

parents’ home till marriage.  

 

According to Lee and Kang (2018), it is common to see Korean parents helping their children 

with their job preparation. Because of the intense competition in the labour market, they 
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will make sure to shelter their children from possible risks and any hardship that they may 

face. The authors remarked that many parents have high hopes for their children’s career. 

Furthermore, filial piety is one of the most important virtue in South Korea, highlighting 

respect, obedience and loyalty for parents. Out of respect, young adults will fulfil their 

parents’ wishes instead of pursing their own goals. Since their parents view their children as 

their investment, they suggested that this will create stress and pressure. Therefore, Korean 

youths might struggle with achieving their parents career expectations and fail to obtain an 

impressive job according to their parents’ standards. 

 

1.3 The Problem 
 

The youth unemployment has continued to consistently rise in South Korea, making it a 

serious issue since the young people represent the future of the country. Many unemployed 

young adults from poor family backgrounds want to find permanent jobs but are unable to 

do so. Because of this, there has been an increase in temporary jobs as well as part-time 

jobs. On the other hand, there has been unemployed people from wealthy families who 

decide to not enter the labour market until they find a suitable job with good wage to their 

liking. These unemployed people are often found to be relying on their parents’ financial 

support. Although there have been many studies regarding the youth unemployment in 

South Korea and some regarding parental financial support, none of them has been 

conducted or explained from a theoretical perspective. This paper attempts to do just that, 

with an emphasis on the effect of parents’ support on the reservation wage. 
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1.4 A Short Review of the Literature on the Topic 
 

Lee and Kim (2012) examined the youth inactiveness in the Korean labour market by 

analysing the macro and micro-level factors. They found that family income and father’s 

socioeconomic status were serious factors that impacted youth inactiveness. Lee and Kim 

noted that young adults from high-income households were prone to be inactive and 

remain unemployed because the security of the financial support provided by their parents. 

However, young adults from low-income families were more determined to find a job.  

Similar results were obtained by Noh and Lee (2017) and Genda (2007). Swartz (2008) 

argued that young adults who could rely on their parent’s support were more likely to find a 

job that paid a good salary.  

 

Yoon (2018) stated that small businesses does not appeal to the rich young people because 

there was no opportunity to advance their career further. Instead, they were more attracted 

to stable jobs. Swartz (2008) expressed that parents with resources would have the 

advantage to steer their children into the right direction and avoid obstacles. Moreover, he 

emphasized that parental financial support served as an important asset in life, for instance 

obtaining a prestigious job. Johnson (2013) stated there was low levels of risk that followed 

with receiving financial support. However, Genda (2007) disputed this, arguing that a long 

period of unemployment would not prove to be a good sign to employers.  

 

Noh and Lee (2017) discovered that compared to wealthy young adults, poor young people 

would accept a job offer immediately but with low salaries and unstable jobs. They stated 

that this would have a negative impact on their future career. Furthermore, they added that 
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although there were poor young people who desired to work, there were limited good jobs 

in the labour market. Martin (2009) stated that it was common for them to be employed on 

temporary contracts. Therefore, it was more likely that they would be often dismissed. 

Furthermore, Joo (2018) observed that social origin played a role in having an impact on 

workers income throughout its duration.  

 

Kim and Hwang (2016) detected that the lack of a societal support system left Korean 

youths no choice but to rely on parental financial support. He added that it was necessary 

for a successful life in South Korea. Without it, young adults would struggle to cover the 

costs that comes with their daily life. Therefore, parents believed they would have the right 

to be involved in their children’s life. Fingerman et al. (2014) supported this claim by 

mentioning that parents viewed their children as an investment.  

 

1.5 Aim of Thesis  
 

This paper aims to understand how the characteristics of households to which young 

unemployed people belong in South Korea may affect their job search. The job search 

model will be used to thoroughly look into the motivations and reasons why some job 

seekers from high-income and low-income households accept job offers and why others 

prefer to delay their entry into the labour market. 

 

1.6 Limitation 
 

Due to time constraints, I do not intend to delve into minor problems such as mental health 

and fertility issues related to the youth unemployment in South Korea. Since this topic is too 
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broad, I plan to only focus of the effect that parental financial support has on those who 

come from different households. Due to limitation, I did not cover schooling decisions such 

as the decision to go to university.  

 

1.7 Methodology 
 

This thesis applies the job search model to determine how the role of parental financial 

support will influence the job search of young unemployed from low-income and high-

income households, respectively. In addition to this, I use the model to connect to the youth 

unemployment situation in South Korea and see how well it can explain the behaviour of 

young people. I chose this model because the decision to accept or a reject a job offer and 

the emphasis on reservation wage was an interesting aspect to analyse. The job search 

model was obtained from a textbook and the rest of the sources used in this paper was 

journals and a few online articles. 

 

2 Analysis of The Model  
 

2.1 The Basic Job Search Model 
 

The job search model concentrates on unemployed individuals and their search behaviour. 

It describes their decisions on whether to accept or reject a job offer. The unemployed 

worker is assumed to be searching for a job but suffers from imperfect information and may 

therefore come across unsuitable offers. Each time, the unemployed individual receives a 

job offer, he is left to decide on whether to accept or reject it based on the assumptions 

listed below.  This entire section builds on Cahuc, Carcillo and Zylberberg (2014, chapter 5). 
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The underlying assumptions on job search model: 

1. The unemployed individual will receive a single job offer every period. 

2. If the unemployed individual accepts the job offer, he will have to work full-time at 

constant wage. 

3. If the unemployed individual rejects the job offer, he will have to continue to look for 

a job the next period. In addition to this, he will receive unemployment benefits. 

4. Rejected offers cannot be returned to. 

 

Based on these underlying assumptions, the starting point of the model can be formulated 

as follows: 

 

Let the discount factor over a short time interval be  
1

(1+𝑟𝑑𝑡)
, where over a short interval 𝑑𝑡, 

the instantaneous utility of an employed person is the wage flow 𝑤𝑑𝑡. Jobs can be 

destroyed at the rate of 𝑞𝑑𝑡. For the sake of simplicity, we have chosen that  𝑑𝑡 be 

expressed in a continuous manner. The real interest rate is 𝑟 and the discounted value of 

unemployment is 𝑉𝑢. It should be noted that  𝑞 (the probability of loss the job) and 𝑟 are 

constant parameters. Then, the discounted value of employment, 𝑉𝑒, follows as: 

 

𝑉𝑒 =  
1

1+𝑟𝑑𝑡
[𝑤𝑑𝑡 + (1 − 𝑞𝑑𝑡)𝑉𝑒 + 𝑞𝑑𝑡𝑉𝑢]    ( 1) 

 

Equation (1) expresses that the expected value of employment is equal to the instantaneous 

utility, 𝑤𝑑𝑡, and the expected future income. In the expected future income (1 − 𝑞𝑑𝑡) 
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represents the probability of being employed and the probability of being unemployed, is 

𝑞𝑑𝑡.  

 

Multiplying by 1 + 𝑟𝑑𝑡 and rearranging the terms, this can be rewritten as: 

 

𝑟𝑉𝑒 = 𝑤 + 𝑞(𝑉𝑢 − 𝑉𝑒)      (2) 

 

The left hand-side of the equation is the return on the discounted expected stream of 

income of employment which is equal to the wage, 𝑤, and plus the expected loss that 

happens in case of job loss, 𝑞(𝑉𝑢 − 𝑉𝑒). From a financial interpretation, equation (2) 

demonstrates that the interest rate on the asset 𝑉𝑒 of an employed individual equals the 

payoff, 𝑤, and added to that the expected capital loss that includes the probability of the 

sudden shift from employment to unemployment.  

 

Next, we rewrite equation (2) and obtain the discounted value of an employed individual 

receiving the wage 𝑤, i.e. 𝑉𝑒(𝑤): 

  

𝑉𝑒(𝑤) −  𝑉𝑢 =  
𝑤−𝑟𝑉𝑢

𝑟+𝑞
      (3) 

 

Equation (3) can be simply expressed as the difference between the discounted value of an 

employed individual and the discounted value of an unemployed individual. A higher wage 

increases this difference. 
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2.2 Optimal Search Strategy 
 

According to the optimal search strategy, the unemployed individual seeking a job selects a 

reservation wage that produces the lowest payment he will accept. So, the rejection of a job 

offer depends on the proposal of a constant real wage, 𝑤, on which the individual will 

continue to search for a job as long as the offers are below the reservation wage. 

 

1. If the job seeker rejects or receives no offers at date t, he will have to continue to 

search.  

2. If the job seeker receives a wage offer, he will only accept if 𝑉𝑒(𝑤) >  𝑉𝑢. However, if 

𝑉𝑒(𝑤) <  𝑉𝑢 , he will continue to search. This is known as the stopping rule. 

 

From equation (3), it shows 𝑉𝑒(𝑤) is continuous and increasing in the wage received while 

on the other hand,  𝑉𝑢 does not rely on a wage offer. This relates to the optimal search 

strategy where the unemployed individual would only accept the job offer if it’s higher than 

the reservation wage, 𝑥: 

 

𝑥 = 𝑟𝑉𝑢      (4) 

 

Therefore, the unemployed individual will only accept a job offer at wage 𝑤, if it gives the 

same level of utility that he would achieve by staying unemployed. In other words, the 

unemployed individual would be indifferent between being employed and remaining 

unemployed at the reservation wage, 𝑥. This can be also written as 𝑉𝑒(𝑥) =  𝑉𝑢. 
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In this part, the purpose is to determine the reservation wage. To this end, we introduce the 

expected value of a person in search for a job: 

 

𝑉  =  ∫ 𝑉𝑢𝑑𝐻(𝑤) +  ∫ 𝑉𝑒(𝑤)𝑑𝐻(𝑤) 
+∞

𝑥

𝑥

0
    (5) 

 

Let the arrival rate of job offers be  and like the interest rate and job destruction, it is also 

exogenous and constant. If the unemployed individual receives a job offer, he would only 

accept it if the wage is more than his reservation wage 𝑥. The 𝑑𝐻 expressions capture the 

probabilities of different wage offers. This relates to equation (4) meaning that if the 

unemployed individual applies the stopping rule then equation (5) shows the discounted 

value of expecting job offers. 

 

Now we will turn to the discounted value of unemployment, 𝑉𝑢: 

 

     𝑉𝑢 =
1

1+𝑟𝑑𝑡
[𝑧𝑑𝑡 +  𝑑𝑡𝑉  +  (1 −  𝑑𝑡 ) 𝑉𝑢]    (6) 

 

If the unemployed individual receives no offer or rejects the offer, he has no choice but to 

continue his search for a job. In that meantime, he will acquire 𝑧𝑑𝑡 which is the 

unemployment benefits and will have the probability of receiving a job offer, 𝑑𝑡, which 

would give the value V . The probability of not getting a job offer is (1 −  𝑑𝑡 ) and if this 

the fallout he stays at the utility 𝑉𝑢. The unemployment benefit is 𝑧 = 𝑏 − 𝑐, where 𝑏 is the 
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revenue the job seeker receives from having to search for a job and 𝑐 is the cost of 

searching for a job. This includes opportunity costs as well financial costs.  

 

Like equation (1), if we multiply by (1 + 𝑟𝑑𝑡) and readjust the expression terms, we will 

arrive at this: 

 

𝑟𝑉𝑢 = 𝑧 +   ∫ [𝑉𝑒(𝑤) −  𝑉𝑢]𝑑𝐻(𝑤)
+∞

𝑥
    (7) 

 

In this equation we have also used (4). Similar to equation (2), the left hand-side of the 

equation serves as the interest rate on the asset, 𝑉𝑢, of an unemployed individual. The right 

hand-side of the equation is the net instantaneous income, 𝑧, plus the expected capital gain 

from receiving a job offer.  

 

Now, we can finally define the reservation wage by linking equation (7) with (3) and (4): 

 

𝑥 = 𝑧 +  


𝑟+𝑞
 ∫ (𝑤 − 𝑥)𝑑𝐻(𝑤)

+ ∞

𝑥
     (8) 

 

The reservation wage is equal to the net instantaneous income from searching for a job and 

added to that the discounted expected value of what the job search produces above the 

reservation wage.  
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Now that we have defined the reservation wage, we can move on to the exit rate from 

unemployment and its reciprocal, the average duration of unemployment.  

 

An unemployed individual becomes employed when he receives a wage offer and accepts it. 

The offer will happen at the probability of  and the probability of accepting that wage offer 

is [1 − 𝐻(𝑥)]. The exit rate is thus [1 − H(x)] and the duration of unemployment is: 

 

𝑇𝑢 =  
1

[1−𝐻(𝑥)]
      (9) 

 

This equation reveals that when the unemployed individual demands a higher reservation 

wage, the duration of unemployment increases as well. One can see this by noting that a 

higher reservation wage results in an increase in 𝐻(𝑥). This is interpreted as the 

unemployed individual has one out of ten chances of being employed meaning he will 

remain unemployed for ten weeks.  

 

 

2.3 Comparative Statics of the Job Search Model 
 

The properties of the comparative statics based on the job search model is related to 

equation (8) which defines the reservation wage in the following form: 

 

𝜑(𝑥, 𝑧, 𝑟, , 𝑞) = 0   𝑤𝑖𝑡ℎ  𝜑(𝑥, 𝑧, 𝑟, , 𝑞) ≡  𝑥 − 𝑧 −  


𝑟+𝑞
 ∫ (𝑤 − 𝑥)𝑑𝐻(𝑤)

+∞

𝑥
 (10) 
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We will now use the implicit function theorem to compute the qualitive effects the 

exogenous parameters on the reservation wage. First, one can confirm that the partial 

derivatives of the function 𝜑 exhibits these properties:  

 

𝜑𝑥 > 0, 𝜑𝑧 < 0, 𝜑𝑟 > 0, 𝜑 <  0 , 𝜑𝑞 > 0 

 

Based on equation (10), we have that 
𝜕𝑥

𝜕𝑖
 =  

−𝜑𝑖

𝜑𝑥
   where 𝑖 = 𝑧, 𝑟, , 𝑞. Therefore, we see the 

changes that the reservation wage takes in response to changes in these parameters, are: 

 

𝜕𝑥

𝜕𝑧
> 0,   

𝜕𝑥

𝜕
> 0,

𝜕𝑥

𝜕𝑟
< 0,

𝜕𝑥

𝜕𝑞
< 0    (11) 

 

Using equation (7), and recalling that 𝐻(𝑥) is increasing in 𝑥, we understand the duration of 

unemployment as a consequence of the main comparative statics’ properties which results 

in: 

 

𝜕𝑇𝑢

𝜕𝑧
> 0,

𝜕𝑇𝑢

𝜕𝑟
< 0,

𝜕𝑇𝑢

𝜕𝑞
< 0 

 

 

2.4 Interpretation of the Comparative Statics Results 
 

An increase in the unemployment benefits, 𝑧, impacts the length of the duration of 

unemployment positively, meaning that an unemployed individual accepting only higher 

wage offers would want to further expand his time in searching for a job. As a result, the 
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discounted value of being unemployed increases and the unemployed individual would be 

more demanding in terms of the wage offers he would receive. 

   

A rise in the arrival rate of job offers,  , increases the reservation wage since the 

unemployed individual has a chance to be more selective because the probability of 

receiving a good offer increases as well.  

 

An increase in discount rate, 𝑟, describes an unemployed individual who does not value his 

future so highly compared to the present and shows having a negative effect on the 

reservation wage. Since the discounted expected utility of receiving a well-paid job 

diminishes, this leads to the unemployed individual investing little time in searching for a job 

and therefore accept a job with a lower wage offer. 

 

A rise in the job destruction rate, 𝑞,  causes the wage demands of job-seekers to decrease 

due to the gap between the discounted value of an employed individual and of an 

unemployed individual which decreases the average duration of unemployment. This is 

because that there is less to gain from a job since it has shorter duration. 

 

2.5 Implications for South Korea 
 

This section examines how the parameters, 𝑧, , 𝑟 and 𝑞 explain the job search behaviour of 

the young people belonging to high-income and low-income households, in particular the 

effect on their reservation wages. 
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The variable, 𝑧, stands for unemployment benefits. A part of it could be interpreted as the 

financial support that young Koreans receive from their wealthy parents while remaining 

unemployed. A rise in unemployment benefits would imply that these youths would be 

more likely to take the advantage of this benefit and continue to stay unemployed. Knowing 

that they can depend on their parents’ income, they would have the leisure to look for other 

better jobs and seek higher wages as well. In other words, they would be less stressed to 

find a job quickly, just as the model says. This is consistent with the findings of Lee and Kim 

(2012) who discovered that youths who come from high-income household are more likely 

not to participate in the labour force due to sufficient financial support. An interesting 

finding that Genda (2007) pointed out as a consequence was that unemployed people 

would have a long term of unemployment and a lack of job experience, thus giving 

employers an indication of their capability to work. This leads to employers being uncertain 

on whether to hire them or not. However, Lim and Kim (2012) referred to this as the young 

people’s reaction to their parents’ expectations to search for a better job, hence extending 

their duration of unemployment.  

 

An increase in the job offer arrival rate, , would evidently favour those who come from 

high-income households. The more job offers they receive, the more they are likely to be 

selective in terms of wage offers. With the full backing of their parent’s financial support, 

they can decline jobs with wages that are not suitable to their liking. This result relates to 

Swartz’s findings (2008) who mentioned that having financial support plays a huge role in 

life. 
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A rise in the discount rate, 𝑟, would have a negative impact on young adults who come from 

low-income households. Because the value of finding a better paid job diminishes, the poor 

young adults cannot afford the time to explore other jobs and will accept a lower wage to 

receive a job offer quickly. These results support that youths from families with lower 

socioeconomic status were likely to become heavily involved in job hunting (Lee & Kim 

2012).  

 

The same results would occur when the job destruction rate, 𝑞, increases. Due to their 

background, the unemployed people from low-income households would be left with no 

choice but to lower their expectations and decrease their reservation wage since there 

would be less to gain from the job as it is only temporary. These results tie well with that 

poor youths were more likely to have unstable jobs and low payment when accepting a job 

offer compared to those who were well-off. Furthermore, beginning with temporary and 

part-time jobs were found to have a negative impact on their future career (Noh & Lee 

2017).  

 

3 Analysis of the Two Types of Job Seeker Model 
 

The two types of job seekers fall into two categories: those who are qualified for 

unemployment benefits and those who are not qualified for unemployment benefits. In 

other words, eligible workers and non-eligible workers. In order to be eligible for 

unemployment benefits, the job seeker need to have been employed in the past. It is 

assumed that the income for an eligible seeker is defined as 𝑧 describing the unemployment 

benefits while the corresponding expression for the non-eligible seeker is 𝑧𝑛  , where 𝑧𝑛 <  𝑧 
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is representing the welfare system. It should be noted that the two types of job seeker 

model resemble the basic job search model. This section will be based on Cahuc, Carcillo 

and Zylberberg (2014, chapter 5).  

 

In the case of the eligible job seeker, nothing would change as it is accurate to the situation 

of the basic job search model and his reservation wage would be designated as 𝑥 which is 

equivalent to equation (6). However, it is different for the non-eligible seeker because his 

value of employment which stands for 𝑉𝑢𝑛 depends on the eligible job seeker.  

 

So, the non-eligible seeker accepts a job offer at the wage 𝑤: 

 

𝑟𝑉𝑒(𝑤) = 𝑤 + 𝑞 [𝑉𝑢 −  𝑉𝑒(𝑤)]    (12) 

 

It is assumed that having a job would qualify to receive unemployment benefits and 

therefore, 𝑉𝑢 stands for the expected value of an eligible seeker. Let the reservation wage 

be denoted as 𝑥𝑛 for the non-eligible seeker thus satisfying, 𝑉𝑒(𝑥𝑛) =  𝑉𝑢𝑛. In the previous 

job search model, we had 𝑥 = 𝑟𝑉𝑢. In other words, equation (12) shows what the job would 

provide for the non-eligible seeker. 

 

Therefore, the expected value of a non-eligible job seeker is: 

 

𝑟𝑉𝑢𝑛 =  
𝑟𝑥𝑛+𝑞𝑥

𝑟+𝑞
     (13) 
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Equation (13) can expressed as the value of being a non-eligible seeker receiving the 

reservation wage, 𝑥𝑛. 

 

Since the arrival rate of job offers and the rate of job destruction are equal to the same as 

before, the expected value of a non-eligible job seeker which is similar to equation (7). This 

can be expressed as the expected value of a non-eligible job seeker: 

 

𝑟𝑉𝑢𝑛 =  𝑧𝑛 +  ∫ (𝑉𝑒(𝑤) −  𝑉𝑢𝑛)𝑑𝐻(𝑤)
∞

𝑥𝑛
    (14) 

 

Finally, we arrive at the reservation wage of a non-eligible job seeker by combining (12) and 

(13): 

 

𝑟𝑥𝑛 = (𝑟 + 𝑞)𝑧𝑛 − 𝑞𝑥 +  ∫ (𝑤 − 𝑥𝑛)𝑑𝐻(𝑤)
∞

𝑥𝑛
    (15) 

 

 

3.1 Results of the Two Types of Job Seeker 
 

In this section, the two types of job seekers will be divided into two categories: the young 

people with rich parents and the young people with poor parents that have different 

eligibilities.  

 

The results show a negative relation between the reservation wage concerning eligible job 

seekers and non-eligible job seekers in equation (15): 
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For a non-eligible job seeker, if the unemployment benefits rise and the job seeker accepts a 

job offer, he would be qualified for the higher unemployment benefits, 𝑧 > 𝑧𝑛, given the 

fact that there is a possibility that he would become unemployed again in the future. 

Therefore, he would be willing to lower his reservation wage to receive a job offer quickly to 

escape the risk of being unemployed at rate 𝑞. For that reason, this would reduce his 

duration of unemployment.  

 

However, for an eligible job seeker, higher unemployment benefits would have the opposite 

effect. It would increase the advantage of being an eligible job seeker and remaining 

unemployed would become much more beneficial. He would request a higher reservation 

wage before he considers accepting a job offer. Thus, he would be more inclined to take his 

time to look for a job hence increasing his duration of unemployment. 

 

3.2 Connections to South Korea 
 

Based on these results, it is evident that a non-eligible seeker would apply to someone from 

a low-income family and an eligible seeker would refer to someone from a high-income 

family. It makes sense that higher unemployment benefits would encourage them to 

decrease their efforts in searching for a job. This can be explained by the fact that parental 

financial support is essential for a successful life in South Korea. Staying unemployed would 

be more convenient since they would be less obligated to look for work, therefore 

increasing the possibility of finding better jobs. This result supports Martin’s findings (2009) 

that young adults with financial support have the opportunity to delay their entry into the 

labour market just until that ideal job shows up. Their unemployment would work to their 
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advantage indicating economic stability. From the results, it is clear that rich young adults 

do not prefer temporary jobs and pursue stable jobs instead. This is consistent with what 

has been found by Yoon (2018) who mentioned that small companies are viewed as 

unattractive jobs and well-known for offering low pay.  

 

On the other hand, higher unemployment benefits would not have the same effect for those 

from lower socioeconomic-status families. In fact, this would put them at huge disadvantage 

in receiving a job offer with high salary. Without financial support, they cannot afford to 

pass job opportunities and must accept a lower wage job in order to be employed quickly. 

This is consistent with the fact that a lack of financial support motivates the youths to head 

to work immediately (Genda 2007). Considering the fact that they do not have the leisure to 

be selective in terms of wage offers, it would be difficult for them to obtain a well-paid job, 

indicating economic weakness. In line with Martin’s findings (2009), these youths are often 

employed on short-term contracts, implying that there is a high risk that they would be 

fired.  A similar conclusion was reached by Joo (2018) who stated that social origin is 

connected to income and has an effect on workers income throughout its duration of 

employment.  
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4 Conclusion 
 

In the results, the job search model explains the behaviour of young people belonging to 

high-income and low-income households in South Korea. Parental financial support plays a 

huge role in determining on whether one will accept a job or not. In addition to this, it has a 

strong influence on their job search as well.  

 

Young people without financial support are more likely to start off in their career with 

insecure jobs and low salaries. Because of their background, it would be difficult for them to 

improve their situation since they would face economic difficulties in making a living. They 

are more likely to be disadvantaged in the labour market and pressured to look for a job 

fast. They cannot afford the time to seek better jobs and must immediately enter the job 

market. Although young adults from lower socioeconomic status were more likely to find 

employment quickly than young people from higher socioeconomic status, it would not 

highly benefit them. 

 

In contrast, young people with financial resources from their parents are more likely to be 

discouraged from accepting a job offer and take a longer time to find a job. They have the 

opportunity to turn down job opportunities until the right job with a higher wage comes 

along. With the support from their family, they are less likely to face economic burdens.  
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