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The Effect of Increasing Unit Labor Costs on Employment:
Using Plant Level Data

Wonhyeok Kim*, Yoonsoo Lee**

Abstract

Over the past decade, the rate of employment growth in the manufacturing
industry has been consistently slowdown. This study focuses on the increase in
unit labor costs and examines the patterns of job creation at the plant level. We
find that the increase in unit labor cost at the plant reduces employment growth
rate. Results imply that unit labor cost fluctuations account for approximately
10.2% of the recent decrease in employment. We analyze unit labor costs by
dividing them into labor costs and labor productivity to examine the wage effect
and productivity effect. The overall employment growth rate increase when labor
productivity increase under constant other conditions. On the other hand, an
increase in labor costs reduce the employment growth rate of regular workers and
increase the employment growth rate of temporary workers. This suggests that an
increase in wage costs may reduce the regular employment and replace it with
temporary employment. This effect is greater as the larger the plant and the lower
the capital equipment rate. In the case of the ICT manufacturing sector, the effect
of replacing regular workers with temporary workers is greater than that of the
non-ICT manufacturing sector. The results imply that the recent slowdown in
employment in the Korean may be related to wage increases that exceed

productivity. Furthermore, it suggests that growth of productivity is essential to

* Economist, Macro-Economic Analysis Division, National Assembly Budget Office,
E-mail: whkim@assembly.go.kr

** Professor, Department of Economics, Sogang University, E-mail: ylee@sogang.ac.kr



S FH G S7PF gl mAE G Az ARA 29 Am 4 79

create high-quality job

Keywords: Unit labor cost, Employment, Labor productivity, Wage
JEL Classification: D22, E24



80 EREUIES] AT A30E Al13(2024. 4)

AEEE

= A ot

—

TESH|E 7P 180 nlxl= gek: M= AIA Bl A=

=
L

d

X

Ho

i
o8l
Rl
N

|2 (

Ofol

o| 2

1o

o A

o

i

)

il

2 =52 FPAZHEZ2AH2007~20193) 5 E-Eate], B =F0E WSt 10

Qo] Az AFFAIY] &HskEe PH FEFES

1-80] 1% F7Fhd 185 7H80] 0.045%pHE ik A

AR08 577} 2007~2019F AR ABEH 187 oF 102%E A

ke Z0® FAFEJAFGUTE B =52 (EEAT getsrd) A Hx

E AA ASE &8st AR AWEA v wEHlE Wst Alxy
|

E

Dol WA G AEIhs HolA &7 Jol BT £H, A%
08 ALE SSAE A o] Biolehs B A S xﬂ/qou
Slo] Ao 2T o] Q= R YU R Bl

r2 od,
Jﬂ‘ﬂ
of
ﬁ_l
th
Y
=2
b 1
o

She 9T At SR8 AN =R PRI B
45K 404 44, A A4E g Fol olFolAd £ Aol 1o

2 =roA SeEh e 199 Y 199 PHR(EEAE U
U =2] labor wedgeE 2|V

AUt} Labor wedge= U5 =584 Aol & 2kake] Jdolmg o
A ER] ¢S 815 (A7}l thgt A &F4, price or wage markup &)< Z35}
I sy B Oq:rL«] Exqo] S E R 8] A 8RS BElE A2 ofYA]
+ 8%1E0] Folo] 2 4 A=A taf A4

T &7 & 5l 7&%1:61 Audll FAH ©efisH| &o] Msleh= ool thk

=
L
Ho
=8
i
5
OFO
-3
of
Oi
mlo

o



VF: A=Y Al B9 A= £ 81

L

7} 180l wAlE

o

=

EORSES

a4

mwomﬂo_uzuziw.ﬂﬂﬁw_m% ma
B o W N "X ,unm_v 0
G IR e S B B
Wx e DB A AN =
‘N_l &_0 6° m_f Ho 0 = EO 11_A| ~ OE
o T Ty AW )
o o op AR @ =Ny =
- T Moo= W oon B oo %o
o I —~ B 53 TH ™
Ltmmzo Py oo TN S T "
m.wwﬂaulwo_o%.%%% : %0
2 T MM bz i o DA SRy ) <
U o o= A G o =
o X g ) = =] ol = o
srrehizpzel o %
L =
HepwBo bR g TEE g
R B T - RO I R
o IXFgFsomel dc i
oL — )
B R G wmmmni w2
Mo T L B o ME o P ow E o
o o B P
%a_.muﬂm_ouuﬁ_%ﬂﬁ =
ol < oy ° W R © J.Qlo ~ o 1 al
Pely=s  +° P A g
S T N T R S Mo b
oo ser T T e M B
SN ECHE- T T 2 i (R
o R AT "o Zo Eo 0° W WA' z_o H.E o
&MW%_ZTQQME@MW@ o e
mﬂq%mﬂ%w—m%%%%@ ce B
™ 9 Snr o) e W No o )

o, H A=

0|

F

7]
v
& 2

?J

A A}

|

A
AP o] ZheFs| AN EE Y

J

I

k<)
il

E3F FAlell o

1

0]
pil

£ 291 22 FA 2 Bavt ST BeeEH go|

Aol o

[€)

T 777 A2 Az 18 w3 F

=
T

-
- .

3}

=y
LA

o
3

=
T
g

|

]

H

o
]



82 B FS] s#T A0 A135(2024. 4)

YUtk EEA7L AMPIEE BAAY AGEugzAA HZ 109 TH
(2013~2022d) AZHNA e 18 T8 F2 AT - A5 -1, 7EF 5%
H Az2J(@ZAD oA EAsAsHE 7417 22 2013~20221d 713F B9t AL
go] 71 gol| AT Az FEF AL o, oF dAAE 9 BIAF
AZA9T, 71eF 540 AZY-6ewh, AHAF AZHA3TH), 7, 7HE
2 A AZAEEBTHOZ YepdUh =RdA H2 Az 18 v 5

TEF LS AN, T AR elA deeEhlE WS 18 7
Z1 gl o3l 7Hers] =olsl F4 AS Ar=HYTh vk sE Ak

T3l gk S =F 8 ST 7]of7t AlgkA o, e A 7}

S(=ET8 Za Sl el ] 5 e AYYH:



DI S S ol IAE e AZY AR B AR B4 83

AEEE

T M Tete(=SH|E B717F 1280l o|x|= Hek M= AFAA chel Atz

B =52 200720194 A7E A A B9 ARE 0] 8] Tl &
7k gl MAE G BT, Az L837Hg0] EHHE F4)
1&4 Hagow—qw ol W3 v} YIAE o] Ao AAC R BelpH]

Jo rfo
re
-
rlr
o

L)
X
>
¢
E
I
.—Q

olrt
&
ofo

4 oS ‘E‘Jf‘ok 20l T3 FofE T AAAT A

7
of 9= A= oY FAe] AL VT W 78 AT

_,d
i

o Ay
i
Sh

ool A £ Aol thal =HAT} AYIG Fa olrsk ool whe
o 54 A, T olel e w=BAe Ft oAe avhstuA @

A, DB E 2/ L8/ HE0] vAE AL BT glold F
3 ol F sz Aol A8 $AREA oeek Al Belel 2

i&‘
rr
N,
s
1o
ke
oy

A2 AAl a8e A, o 8oy 18 Age| ¥
W AZel FdFe P = Aot mEtA B EHE S7PF g7kl 1
e ST FAHAE D EH S ALgFTFECl Sl T

]l S7Heo] SR Eh 8 St FEE PAlE o
T Atk ol WS A FAlskA X A5 sl STt

S7heo A a3z & A9t AAske FAA S 24 avket deE

=



84 ERERIES] T A30E Al13(2024. 4)

u1 gl 817147 54 A%E Ak AT WS BASE Bk YT

He AU ETRSE sl BsleEulg Wale) sde usk Aot

Wepi] =R EPURY AS-S A4S BRI AT AT =

TAFE FE A uhE ofele Aol ARE A] a9 559, W2,

ofH WS APAGOL o5 WS BF BPAFEAY A4S 2
&

SHT Al ?ﬁx}%% i %7}%% 2d A %345:%31%011 AN=

L
=
=2
g -
o r_g(_'l
°?~
o
o
;Z
)
e
o
=2
=
r9~
s
f
rir
=2
T 2
of
fo
ol
o
o
(e
2
o
rir
ox
N
Rl

k]
o
N
E
IN ol
=8
off -
o
2 1:[
o
L
2
b
lo
g
i‘l
=
= |
fo
a2
_\d
g
i.‘l
-
>
o
o
1 Pu
o

L
ox
2
o
o

y

rr

Se 9 TE ATT - 984 FARGE 1 ane

el S deEH L] HstE 1909 AEdT AL o] st

A BTN ARSIt AuE o 24 Ylgo] AR Ei w2 A
571t 713be AEstinh ol W= 2005dFE] 20093 7HA = AAYF0
Feeds BTt mEALdo] ol B wEA FrlshH UH
£& UE o2 Yepgth vHA 201095 201437 & =5 A
st E Estal AFdwel A st deeEH & STHIE olF
ALt ozl Ay= 20108 FE 2014 5 DH =5HE STt Y= PRl A

=n

_—

O

A, DS AT 2 }?ﬂ]E”(frmge benefit) & :,L_??j]'ﬁ}%x] o327}

574 Astol G2 P 4 Stk £ AFINE TeFHE2 AN ) 5

Fol 9 BelFAuE 2P g YEFAS ASSEn: ST 2ol

& o] ATFHE 71YUSE gl B AAYA PFFAR HlES
D =

=T
he & e hl8ol ¥F Aot} vtef =gt Hrleg

)

f
o



DY E ST 8ol BAE e Az ARl B9l AR BY 8

@A 349 ST G F7} 1837He

W
R B QEme ofe Rolsle ug
7

o
G 1CT Aol 2 725) ARPIISE Wl o ol AZSE Aol
e, olF JIUSNN AFFAS RO ALY BB G FIPL F

g A 18-S ASHE Esbt 2 Zlo] o MY = gtk
i 7)d50] 2EANA AFSHE Bl BE A A2 Susp)
AHT BlEE BF T BUSE FAD Wo] RAS] B A%
S0 B E=Rold BelEHlg Al AFFATS BIHTh o,

o L T
Gisls) 471619 2hel sl T A0l AT ol T e
ey



86 EREIIES] T A30E A13(2024. 4)

o
o HHE B
M= Cohel-S6|8 B7bh D80l olxls @

ASAGARD) : H. AU faE a5 B2 2 SgU. agnc
Azke] HA WA Qo] Ha goid Rl ARS 2T olf A we

AQuY(A ) : o] =ZoAAE <3 1>0] SEuet A EAR st

< O0E B33 I5UTh 2005914 20001 d Akelol] =

At S71E0] 28.7%°1A1% 201018914 2014 Alololl= wloju] 2 7.7% Y

Ut o] 7|3t go] oA Wgk Zo] ofgt 4HEo] w4R AdUth Sy
2= 20009t Z2FHklE FEo] 348 & Hopt 228 58947] olF T

o FUTHA Asto] SHARE] F30] & EAFUTE A4S Y Yr7] Lol

Yzt y ‘QOV]E Fla=s LOl Zo] "olAH =AY YU AT g

7 715}—%%%3] Aol A EUTaL sh=H| 71e

= AR EiZE A 9] < B EoE QU= el HisiM e

argol Ao 4ol & A AYdUth 2= fEluehs meAReA dEE BR

b WSkl F o oF WU & A, TFP, AN 452l 714 50l

HEsha E #d Hee 7o aAE FEduUth v wd A ges)
82 18

Wel BN 82 F /R Ui ¥ o g By FEe A



DYl ST 8ol mAE e AZY AUA B AR B4 87

K

A W LA = A W 115/

AR 290 91E], 2000014 20108 Abololl =FAAA S 439 Bolit
T2 27% SolBEUTE =54 do] sold v dgo] o] ARt <k 5o
b B 5 J&Uth kAR 2010495 o]Fe] =AY HAZ|HE BA
w5 0] mlol s 509% & Anko g "olHA|N 1907 YT 6%l
ol HE Utk wjEo] WtEe W= gFo] A9 ¢ b

VEE A WA ¢ AJULE W] AAREL wBALH 13.6% =
g o JEE 13.6%5HE solduth Az 4 %
k|

3783 Ut A

ABRAAY) © ERSoIH ARS Y VES U

FFH () : o7k A5 TEH A 22 A7 U A 23 A 22
AAE vHEAIA] e4skol 87 o)Al W&ol ratioZ} obal AAE v A sh
.. =0 & # GDP HEH B Z Wil fole ARAETHAFE Uit
T aPed, I23E U oA I BE AKo] o £ 42 O UHZ
ZRA7EQ? 3 71A] A7 B A7 ' GDP HEH OB & AR A9
A 27} g ztol7t 7 A7) wedgeZt H A Bol 013k Aol i A
= aggregate Ho] QloU7tk T Y7} ARAETIA ¢ shual A& oY )
AR o Aty HE AAAETIAFR WA SEA] ob W ot |
Tol Am FoME Am FAHNA £ o o7t e FE

21 FF, FYUskE 71ol I 72l wekA BAE] s s
= 2HAETIATE U Al BeAe 3 W EA|

ok
W SRR IS AR it A B eherieka Azte) 1
U

AR AH AN - 2L 12 o M-S wrap up dloFE ARl © A ol

SEAAM ok AA & alad B #el0] wad B8, F20] Aol tis)



88 B s#T A0 Al135(2024. 4)

A oAl SRS B8] B A 2 BEEAEY A B iy ' 1t

ol &T (M) : A= A o5 TRSEA AI7F EEAE YUY FFH
EAA, A 83 AUES WtssuTh 433 x| Ao]al aixof 2

A= = = 3FUT OR o)A fringe benefit

& A Tl & g AEA] o R
HE AL E 7 e o] Utk Huigh jigS sjRASFUSE a8
IV S7¥ehe ZAolebert ofdd AAQE Alsta Aol 23& 95+

=gy
2L G7RFAL F2 AFEUUTE T2 ZHE FHA BE AR oL

(= A

AR ZH AN ¢ o, T2E A "R AAE B)
AR 3G A AA=E As U

AEE slGUT: BAE

Ju





