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The 52-workweek policy in S.Korea

Source: Arirang News
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Introduction

• This phenomenon is not unique to S.Korea but is also a global trend.

• Growing attention on worker well-being and employment
• Studies have reported reductions in working hours and improvements in employee well-being 

following policy implementations.

• Comparatively fewer studies on employment

• Limited studies on the impact of rising labor costs, particularly from the 
firm's perspective

• Most previous research has focused on the impact from the employee's perspective.

• Literature gap in understanding how firms have been affected and what 
strategic responses they have adopted
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Research Question

1. How the 52-hour workweek policy in South Korea affects firms' 
innovation activities

• RND activities and HR activities

2. Is the effect is different across different industry sectors?

• high-tech vs. low-tech firms.

3. How the 52-hour workweek policy in South Korea affects firms’ 
complementary activities

• Cooperation and IT adoption
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Preview of Findings

1. How the 52-hour workweek policy in South Korea affects firms' 
innovation activities

• Increase in RND activities while partial decrease in HR activities

2. Is the effect is different across different industry sectors?

• The impact was pronounced in high-tech firms, which increased R&D 
investments while low-tech firms focused more on reducing hiring.

3. How the 52-hour workweek policy in South Korea affects firms’ 
complementary activities

• Cooperation and IT adoption increased only in high-tech firms
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Reduction in Working Hours and Labor Costs

• Hourly Wages & Labor Costs

• Working hours reduction often leads to increased hourly wages, raising overall 
labor costs (Fitzgerald, 1996; Boeri & Van Ours, 2014).

• South Korea's 2003 and 2018 workweek regulations showed significant 
increases in labor costs due to reduced working hours (Yoo & Lee, 2014; Kim 
& Lee, 2012).

• South Korean Context

• The 52-hour workweek policy further amplified this effect, particularly in 
industries with high overtime reliance (Han & Sohn, 2021; Lee & Hong, 2021).

• Resulting wage hikes prompted shifts in firms' strategies, especially in 
managing productivity.
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Labor Costs and Innovation Activities

• Induced Innovation Hypothesis

• Higher labor costs push firms to innovate by investing in technology and 
human capital (Hicks, 1963; Acemoglu, 2010)

• High-tech industries, in particular, may increase R&D and IT adoption to 
offset labor costs.

• Impeded Innovation Hypothesis

• Conversely, rising labor costs can slow innovation, particularly in firms with 
less capacity for technological advancement (Nain & Wang, 2019; Shi & Liu, 
2022)

• Low-tech industries may prioritize cost-cutting measures, reducing investment 
in R&D and HR activities
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Empirical Evidence & Gaps

• Existing Research

• Limited studies on the direct impact of working hours reduction on innovation 
activities, with mixed findings (Jang et al., 2024; Nho & Kim, 2015).

• Empirical studies on labor costs primarily focus on employment and 
productivity, leaving a gap in understanding innovation-related impacts.

• Study Focus

• This study aims to fill this gap by examining how working hours limitation 
influences firms’ innovation strategies, particularly in different technological 
contexts

• The 52-hour workweek policy as a Social Experiment
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Schedule of the 52-hour workweek policy

• Exempted Industries: land transport, water transport, air transport, other transportation-related 
services, and health services
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Policy Intervention

• In 2018, Large firms should follow the 52-hour workweek policy

• Treatment group: firms with more than 300 employees

• Comparison group: firms with less than 300 employees

• Policy intervention:  the 52-hour workweek policy

▪ The policy is implemented in a stepwise manner.

2015 2017

the 52-hour workweek policy

Before the intervention After the intervention

20192016 2018
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Data: Workplace Panel Survey (WPS) - Korea

• Rich longitudinal data on workforce, financials, R&D, and HR activities

• Initiated in 2006, conducted biennially

• Data Used: 2015, 2017, 2019

• Treatment Group: Large firms (>300 employees)

• Control Group: Smaller firms (<299 employees)

• Sample: Firms working >52 hours/week before policy change

• Sector Focus: Manufacturing (1,064 observations)
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Descriptive Statistics • Sample:
• Large Firms (Treatment Group): 11.3%

• High-tech Industries: 48.2%

• Low-tech Industries: 51.8%

• Key Dependent Variables:
• R&D Expenditure: $480 thousand (average)

• R&D Intensity: $3.23 thousand per employee

• In-house R&D: 50.23% of total R&D activities

• Hiring Rate: 17.7% of total employment

• OJT (On-the-Job Training): 53.7% of firms

• Control Variables:
• Average Sales (lnSales): $37,571 thousand (10.534 in 

natural log)

• Average Firm Size (lnWorkers): 89 employees (4.485 in 
natural log)

• Medium-sized Firms: 57.2%

• Listed Companies: 15.9%

• Firms with Professional Managers: 19.9%

• Female Workforce Ratio: 24.3%

• Firms with Labor Unions: 21.7%

• Average Number of Sites: 3.05

• Overseas Operations: 4.7%

• Multinational Firms: 4.5%

• Capital Intensity: 1.423 (Assets > Sales by 42.3%)
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Trend of Innovation activities
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Empirical strategy

• Difference-in-Differences Method

• Treatment group: firms with more than 300 employees

• Comparison group: firms with less than 300 employees

• Policy intervention:  the 52-hour workweek policy

▪ The policy is implemented in a stepwise manner.

▪ Parallel Assumption

2015 2017

the 52-hour workweek policy

Before the intervention After the intervention

20192016 2018
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Difference-in-Differences Method
• Better than Before-and-After analysis and simple cross-sectional analysis after intervention

• 𝑌𝑖𝑡 = 𝛼 + 𝛾1𝑇𝑟𝑒𝑎𝑡𝑚𝑒𝑛𝑡𝑖 + 𝛾2𝑌𝑒𝑎𝑟𝑖𝑡 + 𝛿 𝑇𝑟𝑒𝑎𝑡𝑚𝑒𝑛𝑡𝑖 ∗ 𝑌𝑒𝑎𝑟𝑖𝑡 + β𝑋𝑖𝑡 + 𝑈𝑖𝑡

𝑡

𝑦 Tr = 1

Tr = 0

𝑦𝑟=1 𝑦𝑟 =2

𝛿: treatment effect

Should be the same if 
there were no intervention 
– Parallel Assumption

Intervention



Empirical strategy

• Panel Data:

• Fixed effects and clustered robust standard errors employed.

• Control Variables:

• Sales, Number of Workers, Company Type (Medium firm, Listed, Professional 
Manager), Workforce Composition (Female ratio, Labor Union presence), 
Operational Details (Operation Sites, Overseas Ratio, Capital Intensity, 
Multinational status)

• Analysis Sample:

• After excluding missing data in key variables, the final sample includes 1,064 
observations from the manufacturing sector.
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Further Analysis: Complementary Activities
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Sensitivity 
Analysis
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Findings

1. How the 52-hour workweek policy in South Korea affects firms' 
innovation activities

• Increase in RND activities while partial decrease in HR activities

2. Is the effect is different across different industry sectors?

• The impact was pronounced in high-tech firms, which increased R&D 
investments while low-tech firms focused more on reducing hiring.

3. How the 52-hour workweek policy in South Korea affects firms’ 
complementary activities

• Cooperation and IT adoption increased only in high-tech firms
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Contribution of Research

1. First Empirical Study on Working Hours & Innovation
• First to comprehensively analyze how reduced working hours influence corporate 

innovation strategies.

2. Supports Induced Innovation Hypothesis, in terms of RND activities
• Demonstrates that rising labor costs can drive firms to increase R&D investments, 

contributing to ongoing discussions in the literature (Deng et al., 2022; Li et al., 2020).

3. Evidence for Impeded Innovation Hypothesis, in terms of HR activities
• Provides empirical support for the impeded innovation hypothesis, showing decreased 

employment post-policy, adding to the debate on the effects of working hours 
reduction.

4. Novel Insight into Technological Levels
• Highlights how technological levels moderate the effects of labor costs on innovation 

activities, filling a gap in the existing research focused on labor and capital intensity 
(Kong et al., 2021; Li et al., 2022).
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Policy Implication

1. Implement labor laws that encourage firms to innovate in response 
to wage increases

2. Introduce HR-focused subsidies, tax incentives, and financial 
supports to enhance firms’ innovation capacity through human 
resource development

3. Avoid one-size-fits-all policies; tailor them to different industrial 
sectors

• Apply supportive measures for low-tech industries even if uniform policies 
are implemented.
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Limitations

• DATA
• The analysis captures only the short-term effects of the 52-hour workweek policy.

• 2020 data was deliberately excluded due to the disruptive impact of COVID-19 on market 
conditions for both treatment and control groups.

• Unable to directly measure the increase in labor costs per employee due to the 
absence of detailed data on working hours.

• Methodological Constraints:
• Risk of parallel assumption violation due to unaccounted factors.

• Despite these limitations, this study rigorously analyzes the impact of 
working hours limitation on firm’s innovation activities using a quasi-
experimental design, providing a basis for future academic and policy 
discussions.
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