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The level of relative unit labour costs of an economy is an important indicator for the 
economy’s competitiveness. This memo explains how to calculate aggregate ULC 
from the European Commission DG Ecfin’s AMECO database. 
 
Definitions 
 
Nominal unit labour costs are defined as total wage compensation per unit of output. 
This is equal to the nominal wage rate per worker divided by labour productivity. 
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for number of persons employed, y for output and  λ for labour productivity. 
 
Real unit labour costs are dividing nominal unit labour costs by the price level and are 
therefore identical with the wage share in GDP 
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An index of nominal ULC can therefore be calculated by multiplying the GDP-
deflator by the wage share:  αPULC = . 
 
The profit per unit of output is the difference between the price level and ULC and 
after dividing by the price deflator we obtain real profits per unit of output as the 

capital share. α−=
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P
ULCP . In equilibrium this capital share is equal to the 

aggregate cost of capital as a share in GDP. 
 
 
The relative levels of ULC 
 
The difficulty with calculating relative ULC levels is in the choice of a base year for 
the comparison. If countries with different currencies are compared, the appropriate 
exchange rate is also to be found. 
The database calculates the evolution of ULC in Euroland since it started in 1999. It 
therefore uses 1999 as the base year and compares relative ULC denominated in 
euros. It converts unit labour costs in other countries at the average exchange rates 
used by the Ameco database. 
 
In order to establish the relative levels in the base year 1999, we multiply the GDP-
deflator denominated in euro (Ameco code: C12.3.1.99.0.PVGD for Euroland and the 
relevant country codes) with base year 1999 (spreadsheet: P def 99) by the average 
wage share (AMECO code: ALCD0). Hence in the base year the difference between 
relative ULC is equal to the difference in real unit labour costs, i.e. in wage shares. 
The relative levels are calculated by dividing each country’s ULC by the aggregate 
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Euroland ULC index (spreadsheet: rel ULC) or in terms of proportional deviations 
from the euro average (spreadsheet: dev ULC€). 
Problems in consistent time series resulting from German unification exist. We have 
dealt with them by simply linking old an new series at the time of unification if 
AMECO did not provide better data. 
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