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Abstract 

This study examined the effects of minimum wage increases on the unemployment rate in South Korea using quarterly 
data from the first quarter of 2000 to the second quarter of 2025, and annual data from 2000 to 2024. Multiple linear 
regression based on the ordinary least squares method was employed to analyze heterogeneous impacts across gender, 
age, education level, and region. Economic conditions were controlled for by lagged gross domestic product growth 
and past unemployment rates. The results showed that minimum wage increases were associated with higher 
unemployment rates among vulnerable groups. A 1% increase in the minimum wage was associated with a 0.10% 
increase in the unemployment rate for female workers, a 0.29% increase for workers with middle school education or 
lower, and a 0.56% increase for workers aged 60 and above. Labor-intensive regions such as Ulsan also exhibited 
statistically significant increases in the unemployment rate. As a supplementary analysis, the study identified a pass-
through effect in which minimum wage increases raised producer prices and contributed to higher consumer prices. 
Overall, the findings suggested that minimum wage increases were associated with higher unemployment rates among 
vulnerable groups and upward pressure on prices. 
 
Keywords: Minimum wage, Unemployment rate, Heterogeneous effects, Consumer price index, Pass-through effect 
 
1. Introduction 
 

The minimum wage is the legally mandated lowest level of pay that employers must provide to protect low-wage 
workers. The minimum wage system aims to improve income distribution and guarantee workers a certain standard 
of living, thereby reducing wage inequality (Kim, 2014). In Korea, to institutionally address low wages and ensure a 
stable living standard for workers, the minimum wage system was announced on December 31, 1986, and first 
implemented in 1988 (Kang and Park, 2015). As of 2025, the hourly minimum wage is 10,030 KRW ($7.13), which 
is a 1.7% increase compared to the previous year and approximately a 79.7% increase over the past decade. 
Additionally, the minimum wage for 2026 has been set at 10,320 KRW ($7.34) (Minimum Wage Commission). 

Alongside these institutional changes, discussions regarding the effects of minimum wage increases on 
employment have continued. Given that this has long been a subject of study and debate among economists, 
perspectives on how minimum wage hikes affect employment and the economy diverge. First, proponents argue that 
minimum wage alleviates low wages, narrows wage disparities, and improves workers’ living standards, which in turn 
enhances labor productivity. Furthermore, increased income expands consumption, raising aggregate demand and 
positively influencing economic growth. In contrast, opposing views hold that minimum wage increases impose 
additional cost burdens on businesses, which can reduce employment rates, increase consumer prices, decrease 
consumption, and lower real GDP (Cho and Kim, 2018). 

According to traditional neoclassical economic theory, raising the minimum wage has a negative impact on 
employment. Neumark and Wascher (1995) demonstrated, using CPS data, that minimum wage hikes not only cause 
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low-skilled youth workers to leave their jobs but also discourage their return to school. Similarly, Kang and Park 
(2015), employing a Vector Autoregressive Error Correction model and time-series data, found that minimum wage 
increases have a small but long-term negative effect on employment. Cho and Kim (2018) also explained that an 
increase in labor supply following minimum wage hikes significantly raises unemployment rates. From a broader 
macroeconomic perspective, raising the minimum wage causes inflation and contracts private consumption and capital 
investment, thereby harming economic growth. Supporting this, Brown et al. (1983) reported that a 10% increase in 
the minimum wage led to a 1-3% decline in employment among teenagers and less than 1% decline among workers 
in their early 20s. Additionally, Nam (2008) estimated that the introduction of the minimum wage system led to a 3.5–
4.1% decrease in the employment rate among monitored workers. Other studies, including those by Lee and Suardi 
(2011), and Kim (2010), also argue that minimum wage increases are negatively related to employment. 

However, not all studies have reached these conclusions. A study utilizing panel analysis and dynamic panel 
models shows mixed results depending on the models used, with some indicating that minimum wage hikes slightly 
reduce employment rates in OECD countries, while others find no negative effects. In Korea, regardless of the model, 
studies consistently find no negative impact of minimum wage increases on employment (Kim, 2014). Reynolds (1991) 
also found no evidence of negative employment effects except among teenagers. 

Moreover, a telephone survey study examining the fast-food industry in New Jersey and Pennsylvania found no 
employment reductions due to minimum wage hikes; in some cases, increases in the minimum wage were associated 
with employment growth (Card and Krueger, 1994). However, Neumark & Wascher (2000) raised doubts about these 
findings, arguing that using payroll data instead of telephone surveys in fact reduced employment. 

In addition to overall employment effects, some studies have analyzed the detailed impact of minimum wage 
increases on employment by age, gender, education, and region. One study, for example, grouped individuals by age, 
region, and gender and reported that higher minimum wages significantly lowered employment rates among youth, 
middle-aged workers, and women, with the effects most pronounced in metropolitan areas (Bae, 2019). Another study 
using a dynamic panel regression model suggested that higher minimum wages have especially negative effects on 
young workers (Majchrowska and Zólkiewski, 2012). Furthermore, Card (1992) explained that the 1990s U.S. federal 
minimum wage increases caused employment reductions in some low-wage states but that in higher-wage states, the 
minimum wage increase raised average youth wages without evidence of employment declines, examining 
heterogeneous impacts across regions.  

Based on this perspective of the importance of the minimum wage in South Korea, this study hypothesized that 
there is a positive relationship between the unemployment rate and the minimum wage. To test the hypothesis, this 
study analyzed the effects of minimum wage increases on unemployment rate, incorporating detailed factors such as 
age, gender, education, and regional characteristics, and employed multiple linear regression analysis using the 
ordinary least squares method. In addition, this study examined the pass-through effect of the minimum wage increase 
on the Producer Price Index and Consumer Price Index, investigating the impact of minimum wage changes on price 
indices such as food, fuel, and restaurant prices.  

Therefore, this study first focused on how increases in the minimum wage contribute to the rise in the 
unemployment rate by various characteristics, and second, it focused on the channels through which increases in the 
minimum wage result in increases in the overall price level. 
 
2. Materials and Methods 
 
2.1 Data Collection 
 

The purpose of this study was, first, to analyze the relationship between the unemployment rate and the minimum 
wage in South Korea. To perform this analysis, this study collected quarterly and annual data on Gross Domestic 
Product (GDP) growth, the unemployment rate, and the minimum wage. The quarterly data period is from the first 
quarter of 2000 to the second quarter of 2025, and the annual data period is from 2000 to 2024. Data were acquired 
from Korean Statistical Information Service.  

Second, this study also analyzed the spillover effect of the minimum wage, whereby an increase in the minimum 
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wage first raises the Producer Price Index (PPI), which in turn leads to an increase in the Consumer Price Index (CPI). 
To perform this analysis, this study collected annual data on the Import Price Index (PMG), the KRW/US Exchange 
Rate (USD/KRW), the Consumer Price Index, and the Producer Price Index over the period from 2000 to 2024. 
 
2.2 Variables and Methods 
 

Prior to the main analysis, this study performed a correlation analysis to investigate the linear relationship between 
the minimum wage and unemployment rate, and compared the findings with those from regression analysis. 

Next, for the main analysis, this study applied logarithmic transformations to GDP growth, the unemployment 
rate, and the minimum wage. This study conducted a multiple linear regression analysis using the ordinary least 
squares method in Tables 1 to 2. The unemployment rate was used as the dependent variable, while GDP growth rate 
with two lags, the unemployment rate with one lag, and the minimum wage were used as independent variables for 
the linear regression analysis. A one lag refers to the value from the previous period, and a two lag refers to the value 
from two periods earlier. This study also analyzed the effect of the minimum wage on the unemployment rate by 
gender, age, education level, and region. In addition, this study investigated the pass-through effect of the minimum 
wage increases on the Producer Price Index and Consumer Price Index through a multiple regression analysis using 
ordinary least squares following the methodology of Cho and Kim (2018).  

Ordinary least squares is appropriate for this study because it provides a transparent way to estimate linear 
relationships between variables while holding other factors constant. This approach allows the estimated coefficients 
to be interpreted in practical terms. For example, a coefficient of 0.5 indicates that a 1 percent increase in the 
explanatory variable is associated with a 0.5 percent increase in the dependent variable. 

In this study, p-values indicate how unlikely the estimated results would be if there were no real relationship 
between the variables. When a p-value is smaller than the chosen significance level (for example, 5 percent), the result 
is considered statistically meaningful. Significance levels of 1 percent, 5 percent, and 10 percent are used in this study. 

The overall regression models were statistically significant across all specifications, as indicated by F-statistics 
with p-values below the 5 percent significance level. This result suggested that the explanatory variables included in 
the model collectively provided meaningful explanatory power for the dependent variable within the empirical 
framework of this study, thereby strengthening the credibility of the empirical findings. 
 
2.3 Model’s limitations 
 

Despite the careful specification of the empirical model, several limitations should be acknowledged. First, as 
with most regression-based empirical studies, the possibility of omitted variable bias cannot be fully ruled out. 
Although the model included key macroeconomic control variables such as lagged GDP growth and past 
unemployment rates to account for prevailing economic conditions, other unobserved factors may still influence labor 
market outcomes.  

Second, the analysis relied on aggregate-level data, which may mask heterogeneous responses at the firm or 
individual level. Therefore, the estimated coefficients should be interpreted as average effects rather than causal 
estimates at the micro level. These limitations are inherent to the data structure and research design and should be 
considered when interpreting the empirical results. 
 
3. Results 
 
3.1 Table 
 

The purpose of this study was to investigate the relationship between the unemployment rate and minimum wage 
in South Korea. According to the neoclassical economic theory, an increase in the minimum wage may raise the 
unemployment rate. Based on this theory, this study established the hypothesis that there is a positive relationship 
between the minimum wage and the unemployment rate, with different effects observed by gender, education level, 
age, and region.  
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To test our hypothesis, this study conducted a multiple linear regression analysis using ordinary least squares 
(OLS). This study used GDP growth with two lags, the unemployment rate with one lag, and the minimum wage as 
the independent variables for linear regression analysis. The unemployment rate was used as the dependent variable 
in this study. Additionally, this study explained the reason why the GDP with two lags and the unemployment rate 
with one lag were used as the independent variables. It is because, according to the results of empirical analysis from 
the previous research (Cho & Kim, 2018), the current unemployment rate is influenced by past GDP growth and the 
previous unemployment rate. 

Prior to the main regression analysis, this study conducted a correlation analysis using quarterly and annual data 
to check the linearity among variables. The results indicated a negative correlation between the minimum wage and 
the unemployment rate in both quarterly and annual datasets, suggesting the periods with higher minimum wages were 
associated with lower unemployment rates.  Notably, this finding contrasts with some of the regression analysis results. 
By comparing the correlation and regression analyses, this study aims to explore potential reasons for these differences 
and derive further insight into the relationship between minimum wage changes and unemployment rate, with the 
specific values presented in Figure 1. 

Tables 1 and 2 show the results of regression analysis of the unemployment rate by gender, education level, age, 
and region using quarterly and annual data, respectively. “UMR” stands for the total unemployment rate, “M-UMR” 
stands for the unemployment rate of male workers, and “F-UMR” stands for the unemployment rate of female workers. 
Also, “Middle” stands for the unemployment rate for workers with a middle school education level. “High” and 
“College” refer to workers with a high school and college education level, respectively. 
 

Table 1. Regression analysis of the unemployment rate by gender, education, age, and region using quarterly data  
 UMR M-UMR F-UMR Middle High College 

Intercept 1.11*** 
(0.28) 

1.53*** 
(0.25) 

0.35 
(0.34) 

0.57 
(0.61) 

1.63*** 
(0.27) 

0.99*** 
(0.23) 

GDP(t-2) 0.03 
(0.03) 

0.03 
(0.03) 

0.02 
(0.04) 

0.04 
(0.07) 

0.03 
(0.03) 

0.02 
(0.03) 

UMR(t-1) 0.39*** 
(0.10) 

0.45*** 
(0.09) 

0.36*** 
(0.12) 

-0.26 
(0.22) 

0.45*** 
(0.09) 

0.57*** 
(0.08) 

Minimum Wage -0.03 
(0.02) 

-0.08*** 
(0.02) 

0.06** 
(0.03) 

0.13** 
(0.05) 

-0.09*** 
(0.02) 

-0.04** 
(0.02) 

Nobs 97 97 97 97 97 97 
R-Square 0.21 0.41 0.11 0.11 0.40 0.44 

 Age-19 Age-29 Age-39 Age-49 Age-59 Age-over-60 

Intercept 4.62*** 
(0.51) 

0.62* 
(0.35) 

0.78*** 
(0.19) 

0.83*** 
(0.24) 

0.33 
(0.29) 

-2.74*** 
(0.66) 

GDP(t-2) 0.03 
(0.06) 

0.03 
(0.04) 

0.04** 
(0.02) 

0.02 
(0.03) 

0.03 
(0.03) 

0.09 
(0.07) 

UMR(t-1) 0.39** 
(0.18) 

0.65*** 
(0.12) 

0.38*** 
(0.07) 

0.42*** 
(0.08) 

0.58*** 
(0.10) 

-0.09 
(0.23) 

Minimum Wage -0.34*** 
(0.04) 

0.07** 
(0.03) 

0.01 
(0.02) 

-0.03* 
(0.02) 

-0.01 
(0.02) 

0.47*** 
(0.05) 

Nobs 97 97 97 97 97 97 
R-Square 0.51 0.24 0.31 0.29 0.30 0.48 

 Seoul Busan Gwangju Ulsan Gangwon Gyeungbuk 

Intercept 1.39*** 
(0.29) 

2.38*** 
(0.33) 

2.59*** 
(0.39) 

-0.14 
(0.45) 

-0.49 
(0.59) 

-0.79* 
(0.44) 

GDP(t-2) 0.05 
(0.03) 

-0.00 
(0.04) 

0.02 
(0.04) 

0.03 
(0.05) 

0.04 
(0.06) 

0.02 
(0.05) 

UMR (t-1) 0.51*** 
(0.10) 

0.36*** 
(0.11) 

0.33** 
(0.14) 

0.46*** 
(0.16) 

-0.19 
(0.21) 

0.46*** 
(0.15) 

Minimum Wage -0.06** 
(0.02) 

-0.16*** 
(0.03) 

-0.19*** 
(0.03) 

0.10*** 
(0.04) 

0.23*** 
(0.05) 

0.17*** 
(0.04) 

Nobs 97 97 97 97 97 97 
R-Square 0.35 0.40 0.39 0.12 0.24 0.21 

***, **, * indicate significant p-values at 1%, 5%, 10%, respectively. Standard errors are denoted in parentheses. 
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In the second row of results from Tables 1 and 2, “Age-19” refers to the unemployment rate for workers under 
the age of 19, “Age-29” refers to the unemployment rate for workers under the age of 29, and “Age-39” refers to the 
unemployment rate for workers under the age of 39. Using the same logic, “Age-over-60” refers to the unemployment 
rate over the age of 60. In the third row of results from Tables 1 and 2, “Seoul” refers to the unemployment rate in the 
city of Seoul, which is the capital of South Korea. “Busan” refers to the unemployment rate in the city of Busan, the 
second largest city in South Korea. “Ulsan” refers to the unemployment rate in the city of Ulsan, which is a major 
manufacturing hub in South Korea. “Gangwon” and “Gyeungbuk” refer to the provinces in South Korea. 

Table 1 reported the estimated effects of the minimum wage on unemployment rates across gender, education, 
age, and regional subsamples using quarterly data. For female workers, the coefficient on the minimum wage was 
positive and statistically significant at the 5 percent level (0.06, p < 0.05). 

By education level, a positive and statistically significant effect was observed for individuals with middle school 
education or lower (0.13, p < 0.05). 

Age-specific regressions showed negative coefficients for individuals under the age of 19, while a positive and 
statistically significant coefficient was found for individuals aged 60 and above (0.47, p < 0.01). In the regional 
analysis, the coefficient for Ulsan was positive and statistically significant (0.10, p < 0.01). 
 

Table 2. Regression analysis of the unemployment rate by gender, education, age, and region using annual data  
 UMR M-UMR F-UMR Middle High College 

Intercept 0.21 
(0.45) 

0.77 
(0.49) 

-0.45 
(0.56) 

-2.32 
(0.58) 

0.97 
(0.59) 

0.51 
(0.47) 

GDP(t-2) 0.04* 
(0.02) 

0.06** 
(0.03) 

0.02 
(0.03) 

0.04 
(0.03) 

0.03 
(0.02) 

0.06** 
(0.02) 

UMR(t-1) 0.72*** 
(0.18) 

0.69*** 
(0.20) 

0.68*** 
(0.22) 

0.76*** 
(0.23) 

0.73*** 
(0.24) 

0.68*** 
(0.19) 

Minimum Wage 0.01 
(0.03) 

-0.04** 
(0.04) 

0.10** 
(0.04) 

0.29*** 
(0.04) 

-0.06 
(0.04) 

-0.02 
(0.03) 

Nobs 23 23 23 23 23 23 
R-Square 0.49 0.57 0.41 0.75 0.49 0.55 

 Age-19 Age-29 Age-39 Age-49 Age-59 Age-over-60 

Intercept 4.25*** 
(0.81) 

0.09 
(0.89) 

0.64 
(0.44) 

0.39 
(0.43) 

-0.57 
(0.59) 

-5.21*** 
(0.77) 

GDP(t-2) 0.03 
(0.04) 

0.06 
(0.05) 

0.02 
(0.02) 

0.02 
(0.02) 

0.06** 
(0.03) 

0.03 
(0.04) 

UMR(t-1) 0.49 
(0.32) 

0.87** 
(0.36) 

0.43** 
(0.17) 

0.43** 
(0.17) 

0.75*** 
(0.24) 

1.05*** 
(0.31) 

Minimum Wage -0.31*** 
(0.06) 

0.08 
(0.06) 

0.01 
(0.03) 

0.01 
(0.03) 

0.06 
(0.04) 

0.56*** 
(0.06) 

Nobs 23 23 23 23 23 23 
R-Square 0.74 0.26 0.26 0.26 0.38 0.88 

 Seoul Busan Gwangju Ulsan Gangwon Gyeungbuk 

Intercept 0.60 
(0.58) 

1.31** 
(0.51) 

1.63* 
(0.80) 

-0.93 
(1.01) 

-2.62*** 
(0.82) 

-2.28*** 
(0.70) 

GDP(t-2) 0.03 
(0.03) 

0.06** 
(0.03) 

0.03 
(0.04) 

0.06 
(0.05) 

0.02 
(0.04) 

0.08** 
(0.04) 

UMR (t-1) 1.02*** 
(0.23) 

0.44** 
(0.20) 

0.61* 
(0.32) 

0.45 
(0.40) 

0.55 
(0.33) 

0.88*** 
(0.28) 

Minimum Wage -0.06 
(0.03) 

-0.06 
(0.04) 

-0.13** 
(0.06) 

0.19** 
(0.07) 

0.36*** 
(0.06) 

0.25*** 
(0.05) 

Nobs 23 23 23 23 23 23 
R-Square 0.61 0.52 0.45 0.28 0.71 0.61 

***, **, * indicate significant p-values at 1%, 5%, 10%, respectively. Standard errors are denoted in parentheses. 
 

Table 2 presented the estimated effects of the minimum wage on unemployment rates across gender, education, 
age, and regional subsamples using annual data. The coefficient on the minimum wage for female unemployment was 
positive and statistically significant at the 5 percent level (0.10, p < 0.05). 

By education level, a positive and statistically significant effect was found for individuals with middle school 
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education or lower (0.29, p < 0.01). With respect to age, the results indicated negative coefficients for individuals 
under the age of 19, while a positive and statistically significant coefficient was observed for individuals aged 60 and 
above (0.56, p < 0.01). 

In comparison, the estimated coefficients from the annual analysis were larger in magnitude than those obtained 
using quarterly data. 
 

Table 3. Regression analysis of the Consumer Price Index & Producer Price Index using annual data  
 CPI Food Fuel Restaurants  PPI 

Intercept -0.13* 
(0.07) 

-3.15*** 
(0.26) 

-0.13 
(0.13) 

-0.99*** 
(0.31) Intercept 2.48*** 

(0.48) 

GDP 0.001 
(0.003) 

-0.002 
(0.01) 

0.003 
(0.005) 

-0.005 
(0.01) PMGS(t-1) 0.23*** 

(0.04) 

PPI 0.23*** 
(0.04) 

0.38** 
(0.16) 

0.11 
(0.08) 

0.24 
(0.18) USD/KRW(t-1) -0.04 

(0.07) 

CPI(t-1) 0.80*** 
(0.04) 

1.30*** 
(0.13) 

0.92*** 
(0.06) 

0.98*** 
(0.16) Minimum Wage(t-2) 0.16*** 

(0.02) 
Nobs 23 23 23 23 Nobs 23 

R-Square 0.99 0.99 0.99 0.97 R-Square 0.95 
***, **, * indicate significant p-values at 1%, 5%, 10%, respectively. Standard errors are denoted in parentheses. 
 

Table 3 reported the estimated relationship between minimum wage increases and inflation. The regression results 
indicated that increases in the minimum wage were associated with a statistically significant increase in the Producer 
Price Index. In addition, the pass-through analysis showed that changes in the Producer Price Index were positively 
associated with changes in the Consumer Price Index. 
 
3.2 Equation 
 

To investigate the effect of the minimum wage on the unemployment rate, this study employed the following 
linear regression equation model: 
 

ln(𝑌!) = 	𝛽" + 𝛽#ln(𝐺𝐷𝑃!$%) + 𝛽%ln(𝑈𝑀𝑅!$#) + 𝛽&ln(𝑀𝑖𝑛𝑊𝑎𝑔𝑒!) + 𝑒!                           (1) 
 

Where 𝑌! represents the unemployment rate by gender, education level, age, and region at time t, 𝐺𝐷𝑃!"# is the growth rate with a 
two-period lag, 𝑈𝑀𝑅!"$ is the unemployment rate with a one-period lag, and 𝑀𝑖𝑛	𝑊𝑎𝑔𝑒! is the minimum wage at time t. 

 

To analyze the pass-through effect of the minimum wage on the Producer Price Index, and Consumer Price Index, 
this study estimated separate regression models. The model for PPI is as follows: 
 

ln(𝑌!) = 	𝛽" + 𝛽#ln(𝑃𝑀𝐺𝑆!$#) + 𝛽%ln(𝐸𝑥𝑐ℎ𝑎𝑛𝑔𝑒	𝑅𝑎𝑡𝑒!$#) + 𝛽&ln(𝑀𝑖𝑛	𝑊𝑎𝑔𝑒!$%) + 𝑒!                 (2) 
 

Where 𝑌! is the Producer Price Index at time t, 𝑃𝑀𝐺𝑆!"$ is the Import Price Index with a one-period lag,  𝑀𝑖𝑛𝑊𝑎𝑔𝑒!"# is the 
minimum wage with a two-period lag.  
 

Finally, the regression model for Consumer Price Index is shown below: 
 

ln(𝑌!) = 	𝛽" + 𝛽#ln(𝐺𝐷𝑃!) + 𝛽%ln(𝑃𝑃𝐼!) + 𝛽&ln(𝐶𝑃𝐼!$#) + 𝑒!                                    (3) 
 

Where 𝑌! is the Consumer Price Index at time t, 𝑃𝑃𝐼! is the Producer Price Index at time t,  𝐶𝑃𝐼!"$ is the Consumer Price Index 
with a one-period lag.  
 

According to Cho and Kim (2018), the current unemployment rate is influenced by past GDP, the previous 
unemployment rate, and the current wage level. The current Producer Price Index depends on the past Import Price 
Index, the past exchange rate, and the past wage level. Finally, the current Consumer Price Index is influenced by 
current GDP, the current Producer Price Index, and the past Consumer Price Index. Based on this framework, this 
study followed Cho and Kim’s (2018) methodology. 
 
3.3 Figure 
 

To analyze the linearity among the variables, a correlation analysis was conducted, and the results are shown in 
Figure 1. The main findings are as follows: first, there are positive relationships among variables except for the 
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minimum wage. Second, the correlation between the unemployment rate and the minimum wage is -0.19 on a quarterly 
basis and -0.24 on an annual basis, indicating a negative relationship that is stronger in the annual data. These results 
are not entirely consistent with those from the regression analysis.    
 

  
Figure 1. Correlation matrix among variables using quarterly(left) and annual(right) data. 

 
4. Discussion 
 

This study analyzed the effect of increasing the minimum wage on the unemployment rate in South Korea. 
Specifically, it investigated the effect by gender, education level, age, and region, assuming that increasing the 
minimum wage would have varying effects on the unemployment rate. In addition, this study also analyzed the pass-
through effect of the minimum wage, in which an increase in the minimum wage raises the producer price index, 
which subsequently influenced the consumer price index.  

The study also investigated the relationship between the unemployment rate and the minimum wage on a quarterly 
and annual basis. To test these relationships, multiple linear regression analysis was conducted using the ordinary least 
squares method. The results for quarterly and annual data are presented in Tables 1 and 2, respectively. In addition, 
the result of the analysis of the relationship between the minimum wage and inflation is shown in Table 3.  

To begin with, this study examined the correlation matrix among the variables used in this study using quarterly 
and annual data. According to the correlation analysis, the minimum wage and unemployment rate show negative 
correlations of -0.19 in quarterly data and -0.24 in annual data. What this means is that, at the simple correlation level, 
increasing the minimum wage results in a decreased unemployment rate, with the relationship appearing slightly 
stronger in annual data. However, this contrasts with the regression results, which reveal that minimum wage increases 
raise unemployment for particular groups such as female workers, older workers, low-educated workers, and those in 
labor-intensive regions - findings that support the neoclassical economic view. The difference between the correlation 
and regression results underscores that matrix analysis, while useful for a preliminary overview, provides only 
superficial insights, whereas regression analysis offers more detailed evidence on how minimum wage increases affect 
specific groups. 

Table 1 displays the estimated effects of the minimum wage on unemployment rates across gender, education, 
age, and regional subsamples using quarterly data. First, the regression analysis of the unemployment rate by gender 
reveals that male workers experience a decrease in the unemployment rate when the minimum wage rises, while 
female workers are associated with a positive relationship between the minimum wage and unemployment, given that 
both results are statistically significant. In terms of the difference in education level, only the unemployment rate for 
workers with a middle school education has a positive relationship with the minimum wage; the unemployment rates 
for workers with a high school and college education are negatively correlated with an increase in minimum wage -
all results have a statistical significance.  

In the case of age, the coefficient on the minimum wage for the unemployment rate for workers under the age of 
19 is negative, indicating that a higher minimum wage is associated with a decline in the unemployment rate. The 
unemployment rate for individuals under 49 is also negatively associated with a rise in minimum wage. By contrast, 
the unemployment rate of the oldest age group, workers aged 60 and above, has a noticeable positive relationship with 
the minimum wage, and the unemployment rate for workers aged under 29, likewise, is expected to increase as the 
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minimum wage goes up. The results for all age groups, but groups labeled as “Age-39” and “Age-59”, are statistically 
significant.  

Moreover, analysis by region suggests that large cities like Seoul and Busan exhibit negative effects, and so does 
Gwangju. On the other hand, Ulsan, a labor-intensive city specializing in manufacturing, shows a positive effect; 
Gangwon, a service- and tourism-oriented province, also shows a positive impact; and Gyeungbuk, which involves 
multiple labor-intensive cities, shows similar results. Altogether, these results imply that raising the minimum wage 
in most large cities leads to a decrease in unemployment, yet increasing the minimum wage in either labor-intensive 
cities or less industrialized provinces results in an increase in unemployment.   

To provide more details on the above results, a 1% increase in the minimum wage resulted in a 0.06% rise in the 
unemployment rate among female workers, and this effect was statistically significant. Similarly, for workers with a 
middle school or below education level, a 1% increase in the minimum wage led to a 0.13% increase in the 
unemployment rate. Workers aged under 29 or over 60 experienced a 0.07 and 0.47% increase, respectively, and 
workers in Ulsan experienced a 0.10% increase. All these effects were statistically significant at either the 1% or 5% 
level. These findings are consistent with the neoclassical economic view, which assumes that an increase in the 
minimum wage leads to a higher unemployment rate.  

Hence, when looking at the regression analysis using quarterly data, an increase in the minimum wage leads to 
an increase in the unemployment rate for individuals who are female, fall under groups “Age-29” or “Age-over-60”, 
received a low level of education, or reside in labor-intensive regions.  

Next, this study examined the effects of increasing the minimum wage on unemployment rates by gender, 
education level, age, and region using annual data, which are presented in Table 2. Corresponding to the results in 
Table 1, the regression analysis of the annual unemployment rate by gender reveals that male workers show a slightly 
negative effect, whereas female workers show the opposite effect, both of which are statistically significant. Besides, 
the unemployment rate of workers who received a middle school education increases in response to a higher minimum 
wage; there are negative effects on the unemployment rate for workers with a high school and college education, 
although those results are not statistically significant.  

In terms of age, “Age-19” and “Age-over-60” are the only groups that have statistically significant results. A 
direct relationship is observed between minimum wage and unemployment for individuals who are under 19. 
Alternatively, workers who are over 60 years old show a strong positive effect, manifesting that the unemployment 
rate and minimum wage move in the same direction.  

Looking at the regional analysis, it can be found that among regions that have statistically significant results, all 
the regions except for Gwangju show a positive effect - those regions include Ulsan, Gangwon, and Gyeungbuk. The 
regression analysis for Seoul and Busan is not statistically significant.  

To provide more details on the above results, a 1% increase in the minimum wage resulted in a 0.10% rise in the 
unemployment rate among female workers, and this effect was statistically significant. Similarly, for workers with a 
middle school or below education level, a 1% increase in the minimum wage led to a 0.29% increase in the 
unemployment rate. Workers aged 60 and over experienced a 0.56% increase, and workers in Ulsan experienced a 
0.19% increase. All of these effects were statistically significant at 5% level. These findings are consistent with the 
neoclassical economic view, which assumes that an increase in the minimum wage leads to a higher unemployment 
rate.  

The study’s findings can be summarized as follows. With annual data as the basis, the unemployment rate for 
individuals who are female, aged over 60, have received a low level of education, or reside in manufacturing-oriented 
provinces such as Ulsan, Gangwon, and Gyeungbuk increases in response to an increase in minimum wage.  

Taken together, the quarterly and annual analyses show consistent results, but the annual effects are stronger than 
the quarterly effects. This reflects that the negative impact of increasing the minimum wage on vulnerable groups 
becomes more pronounced over time. In other words, while quarterly results highlight short-term increases in 
unemployment for female, older, less-educated workers, and those residing in labor-intensive areas, the annual data 
magnify these outcomes.  

Lastly, Table 3 presents the impact of minimum wage on the Producer Price Index and Consumer Price Index. 
By what is referred to as the pass-through effect, the minimum wage first affects the Producer Price Index, which in 
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turn impacts the Consumer Price Index. The main results are as follows: an increase in the minimum wage with a two-
period lag led to higher producer prices, which then contributed to the increase in consumer prices. Especially, 
producer prices remarkably influence consumer prices for food. That is, an increase in the minimum wage causes the 
producer price to rise, and the elevated producer price eventually contributes to an increase in consumer prices. 
Accordingly, the findings of this analysis indicate that current increases in the minimum wage can contribute to future 
increases in the Consumer Price Index.  

To provide more details on these results, a 1% increase in the past minimum wage raised the current Producer 
Price Index by 0.16%, and the resulting increase in the Producer Price Index led to a 0.23% rise in the current 
Consumer Price Index. Specifically, the Consumer Price Index for food and fuel was more strongly affected by the 
increase in Producer Price Index. 

In summary, this study investigated the relationship between the minimum wage and the unemployment rate 
through multiple linear regression analysis using quarterly and annual data from 2000 to 2025. A key finding is that 
an increase in the minimum wage led to higher unemployment rates across by characteristics: female workers, workers 
with low education levels, workers over 60, and workers residing in labor-intensive regions. These effects were 
observed consistently in both the quarterly and annual analyses. Additionally, this study found that increases in the 
minimum wage led to higher Producer Price Index levels, which in turn contributed to increases in the Consumer Price 
Index. Therefore, these results may provide meaningful insights for economists and policymakers.  

Finally, for future research, this study acknowledges its limitations. This paper analyzed the separate effects of 
the minimum wage increases on the unemployment rate by gender, education level, age, and region. However, more 
detailed analyses are needed to examine the conditional effects of the minimum wage - for example, its impact on 
female workers with low education levels, female workers over the age of 60, or those residing in labor-intensive 
regions - in order to obtain more accurate findings. 
 
5. Conclusion 
 

This study examined the effects of minimum wage increases on unemployment rates and price dynamics in South 
Korea using quarterly and annual data. The results showed that minimum wage increases were associated with higher 
unemployment rates among vulnerable groups, including female workers, older workers, individuals with lower 
educational attainment, and those residing in labor-intensive regions. These effects were consistently observed in both 
quarterly and annual analyses. 

In addition, the study found evidence of a pass-through effect in which increases in the minimum wage raised the 
Producer Price Index, which subsequently contributed to higher Consumer Price Index levels, particularly for food-
related items. Overall, the findings indicate that increases in the minimum wage are associated with changes in both 
unemployment rates and price levels. These results may provide useful empirical evidence for policymakers when 
evaluating minimum wage policies.  

Future research could extend this analysis by examining more detailed conditional effects across demographic 
groups using micro-level data and alternative econometric approaches. 
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