Effects of Globalization and Technological
Advancement on Demand for Manufacturing
Workforce
Globalization and technological advances have drastically reduced the
demand

for

unskilled

(low-education

production

jobs)

manufacturing

workers through the transfer of labor-intensive production processes from
advanced countries to developing countries, an increase in the domestic
market's penetration by cheap imports and the promotion of factory
automation. Korea has seen a growing shortage of jobs, as job numbers in
its manufacturing sector have declined by more than 1 million since 1991.
This seems to be attributable to a significant degree to changes in the labor
demand structure following globalization and technological advance a
similar

shift

to

that

witnessed

in

advanced

countries.

Against

this

background, this paper examines changes in the manufacturing workforce
demand

structure,

conducts

an

empirical

analysis

of

the

impact

of

globalization and technological advance on changes in the labor demand
structure and employment scale, and comes up with useful suggestions for
job creation.
First, the wage gap between skilled and unskilled workers was estimated to
examine changes in the Korean manufacturing workforce demand structure
since the 1990s. The estimation shows that the wage gap between workers
with a college degree or higher and those with a high school degree
widened from 38% in 1995 to 51% in 2005, and the wage gap between
non-production and production workers expanded from 29% to 42% over
the same period. This implies that the manufacturing workforce demand
structure has changed to show a bias toward skilled labor since the
mid-1990s. In addition, reflecting a decline in the demand for unskilled
workers, the share of wage payments to workers with a low education

level in total wages fell from 82.7% in 1993 to 69.7% in 2005, and that of
wage payments to production workers from 61.0% to 48.6%.
Next,

an

empirical

analysis

is

conducted

of

how

globalization

and

technological advance affected changes underway in Korea's manufacturing
workforce demand structure, with the use of panel data on the weights of

income by industry and by degree of skill for the period of 1993～2005.
According to the results, approximately 20 percent of the relative decrease in
demand for unskilled manufacturing workers (a decrease in the weight of
income)

is

attributable

to

globalization

and

technological

advances.

Furthermore, an estimation based on the results of the empirical analysis
shows that, due to globalization and technological advances, there was loss
of 14,000 manufacturing jobs and creation of new 3,000 non-manufacturing
jobs annually from 1991 up to 2007, resulting in an annual loss of 11,000
jobs in the manufacturing industry.
The following policy implications can be drawn from the results of the
analysis: first, education and job training systems need to be improved
towards expanding the supply of expert and skilled labor in response to
changes in the structure of demand for skilled workers along with
globalization and technological advances. Second, efforts to expand domestic
demand by way of improving domestic investment environment, developing
the parts and materials industry and exploring and fostering industries as
new engines for the growth of the Korean economy are needed to offset
the

negative

impacts

of

globalization

and

technological

advances

on

employment in the manufacturing industry. Third, a wider social safety net
and stronger support for the generation of employment are needed to help
the working poor who are not well placed to adapt themselves successfully
to the structural changes such as globalization and technological progress.
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