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abstract

The Effect of Labor Unions on the Wage Variance in

Korean Manufacturing Industry
Seungbok Kang and Cheolsung Park

This study analyzes the effect of labor unions in Korean manufacturing industry on
wage variance of men from 1988 to 2012. The results are as follows. Firstly, the wage
variance within establishments is higher than that between establishments, and the wage
variance between establishments in the non-union sector has increased significantly
compared to that in the union sector since 2000. There is strong evidence that the latter is
due to the solidarity wage policy of unions which has strengthened since the early 2000s.
Secondly, the influence of labor unions on the wage structure within the union sector has
gotten stronger recently despite the general drop in the labor union membership. Thirdly,
since the mid-1990s labor unions have contributed to reducing the overall wage variance.
It implies that decline in the unionization rate over the years in Korea is likely to have
contributed to increasing wage inequality.

Keywords : wage variance, labor union, within establishments, between establishments,
solidarity wage policy





