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The Effects of Changes in Population
Structure and Policy Alternatives on
Employment by Industry in Korea

Hyejin Kim’, Jongwoo Chung”

Changes in the demographic structure due to low fertility and population aging are
expected to significantly affect the size of employment in the future. In order to
examine the changes in employment trends by industry in the Korean labor market
over the next ten years, this paper uses the Population Projection and Regional
Employment Survey (RES). We find that the number of employees will increase in the
service industry, while the number of employees will decrease in the manufacturing
industry, especially in the low-skilled manufacturing industry (-10.3%). The results
are robust to adjusting workers' productivity. In order to cope with a decrease in the
working-age population, three policy alternatives are expected to be implemented:
increases in the labor supply of females, old people, and foreigners. We additionally
investigate the effects of these three policies on trends in industrial employment and
found the heterogeneous effects of each policy. The policy to increase female labor
participation aged 30 to 44 can contribute to the increase in employment in the
high-skilled service industries. The policy to expand the elderly workforce can help to
raise the number of employed people in the high-skilled manufacturing industry. If the
skill composition of foreign workers were similar to that of native workers in the
future, the inflow of foreigners would help to solve the labor shortage.

Keywords: Population change, Aging, Labor policy
JEL classification: J11, J21

* Economist, Economic Research Institute, Bank of Korea, Tel: +82-2-759-5364, Email:hyjnkm@bok.ro.kr
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