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Abstract

A Study on the Effectiveness of
Hiring Credits in Korea

Inhyuk Choi and Ji—Woong Moon

This study explores the effectiveness of the Unified Tax Credit for Job
Creation, Article 29-8 of the Act on Restriction on Special Cases Concerning
Taxation, The Unified Tax Credit for Job Creation, which was implemented
in Korea in 2023, is a measure that provides tax credits to enterprises who
increase the number of full-time employees. We develop a structural model
featuring the characteristics of the Unified Tax Credit for Job Creation, and
calibrate the model to the Korean labor market. The calibrated model is used
to calculate the cost per job created by the hiring credit in different policy
scenarios, from which the following findings arise. First, the cost per job
created by the hiring credit would be lower when the credit is provided
during specific periods only. Second, the cost per job created by the hiring
credit would be lower when targeting a small subset of firms, or focusing on
small businesses rather than large ones. Third, as the amount of the hiring
credit increases, not only the number of jobs created but also the cost per
job created by the credit increases. Lastly, whether the hiring credit is
countercyclical or time-invariant rarely affects the cost per job, while forcing
beneficiary firms to maintain employment levels for a certain period of time

affects the cost per job in an ambiguous way:.
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