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• Introduction: Record high unit labour costs in 2020. Are they reflecting the 

economic reality?

• New support schemes due to COVID-19 pandemic and lockdown

• First alternative and simplified alternative

• Country analysis

• Real vs nominal unit labour cost

• Conclusions

OUTLINE



• Extraordinarily high unit labour cost values in 2020, especially 2020Q2

• 𝑈𝑛𝑖𝑡 𝐿𝑎𝑏𝑜𝑢𝑟 𝐶𝑜𝑠𝑡 (𝑈𝐿𝐶) =
𝑙𝑎𝑏𝑜𝑢𝑟 𝑐𝑜𝑠𝑡𝑠

𝑙𝑎𝑏𝑜𝑢𝑟 𝑝𝑟𝑜𝑑𝑢𝑐𝑡𝑖𝑣𝑖𝑡𝑦
=

Τ𝐷1 𝐸𝐸𝑀

Τ𝐵1𝐺𝑄 𝐸𝑇𝑂
=

𝐷1

𝐵1𝐺𝑄
×

𝐸𝑇𝑂

𝐸𝐸𝑀

𝐸𝐸𝑀

𝐸𝑇𝑂
~ constant in 2020 →  

𝐷1

𝐵1𝐺𝑄
will be determinant in ULC values in 2020

1. RECORD HIGH UNIT LABOUR COSTS IN 2020
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• Extraordinarily high unit labour cost values in 2020, especially 2020Q2

1. RECORD HIGH UNIT LABOUR COSTS IN 2020

-10%

-5%

0%

5%

10%

15%

20%

M
T

P
T

H
U

H
R SI N
L EL P
L

R
O ES LV B
G D
E

FR B
E SK SE LT A
T

C
Z

D
K IT EE C
Y FI LU IE

Nominal unit labour cost
year-over-year, % 

2020Q2

average
2017Q1-
2019Q4

-25%

-20%

-15%

-10%

-5%

0%

5%

M
T

P
T

H
U

H
R SI N
L EL P
L

R
O ES LV B
G D
E

FR B
E SK SE LT A
T

C
Z

D
K IT EE C
Y FI LU IE

GDP and compensation of employees, 2020Q2
nominal, year-over-year, % 

GDP

Compensation
of employees



• Alternative NULC? Starting point → simplifications:

• All additional subsidies to employers → maintain compensation of employees

• All schemes that maintain compensation of employees → registered as subsidies

2. NEW SUPPORT SCHEMES DUE TO COVID-19

General 
government

HouseholdsEmployers
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government

HouseholdsEmployers

Compensation 
of employees

Other subsidies on production
↓

Gross mixed income

Direct 
support

Indirect 
support



• Change in numerator:

compensation of employees (D1) – Δ other subsidies on production to employers

3. FIRST ALTERNATIVE (NULC’)
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4. SIMPLIFIED ALTERNATIVE (NULC’’)

• NULC’ requires detailed data: not available for all countries → approximation

compensation of employees – Δ ALL other subsidies on production (to employers and households)
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5. ULC ALTERNATIVES: COUNTRY ANALYSIS (I)
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5. ULC ALTERNATIVES: COUNTRY ANALYSIS (II)
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6. ULC: REAL VS NOMINAL

Nominal (not adjusted) ↔ Real (adjusted for price changes):  

𝐵1𝐺𝑄 in volume ↔ 𝐵1𝐺𝑄 in current prices. 𝑈𝐿𝐶 =
Τ𝐷1 𝐸𝐸𝑀

Τ𝑩𝟏𝑮𝑸 𝐸𝑇𝑂
=

𝐷1

𝑩𝟏𝑮𝑸
×

𝐸𝑇𝑂

𝐸𝐸𝑀
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• Concern if ULC is reflecting economic reality

• One alternative to calculate ULC (+ a simplified one)

• Wide variance of impact of the ULC alternatives across countries

• Alternatives are based on simplifications:

• are they realistic? is the approach recording government schemes fully harmonised?

7. CONCLUSIONS



BE CZ DE DK IE EL ES FR HU HR IT CY LV LT MT NL AT PT PL FI SK SI SE

Short-time work x x x x x x x x x x x x x x x x x x x

recorded as D39 x x x x x x x x x x x x x x x

recorded as D62 x x x x x x x x x

Support to keep business 

running
x x x x x x x x x x x x x x x x x x x

recorded as D39 x x x x x x x x x x x x x x x x x

recorded as D62 x x x x x x

recorded as D7 x x

recorded as D9 x x x

Support due to working in 

unfavourable conditions
x x x x

recorded as D1 x

recorded as D62 x x x

Support to households 

unrelated to employment 

or production activities

x x x x x x x x x x x x

recorded as D62 x x x x x x x x x

recorded as D63 x x

recorded as D7 x x

Government support schemes
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