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Abstract

Due to the tough Korean job market for college graduates, it has become a universal
phenomenon in Korea for college students to defer graduation. In this paper, we perform a
game-theoretic analysis on delayed graduation, interpreting it as a signal sent by job
applicants to the firm. We show that, when the job market is tough, there can exist a
separating equilibrium in which applicants with high productivity put off graduation and
those with low productivity graduate on time. In addition, there can exist pooling equilibria
in which applicants of both types graduate or defer graduation. We compare the payoffs of
participants in the three kinds of equilibria. We also discuss how the equilibrium will
change as it becomes more difficult to get a job and as the cost of deferring graduation

gets lower.
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