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Foreword

i

FOREWORD
It has been 20 years since the massive labor movement of 1987,
and 10 years since the financial crisis of 1997. Although we have
celebrated many accomplishments throughout these years, the current
situation does not allow us to be very optimistic. The structures and
institutions of labor market that were formed during Korea’s rapid
economic growth are now clashing with changes in the economic
environment that have been brought on by globalization and the
transition to a knowledge-based economy. We face many new challenges,
including the aging of the population, widening socio-economic
inequality, and an increasing demand for flexibility, but we are not yet
fully equipped with measures to meet these challenges head on.
Confrontation still remains a part of industrial relations, and labor
and management have yet to find a system to represent their interests
that fits within this changing market structure. Moreover, the current
crisis in employment calls for the creation of a new system for
employment that is both efficient and fair.
It is in this context that the Korea Labor Institute has endeavored
to clearly portray the many changes that have affected labor in Korea
during the past 20 years, while also identifying future tasks for our
society to address. This publication, Labor in Korea 1987-2006: Looking
through the Statistical Lens, analyzes the accomplishments and limitations
of our labor market and our industrial relations over the past 20 years.
Core issues within the labor market and in our industrial relations
were chosen, and studies were carried out on each of these core
issues through the collection, processing and analysis of relevant
statistical data. Time series trends of representative statistics have
been presented together with in-depth analyses of key indicators to
provide systematic explanations for each core issue, while international
comparisons have been included for a more objective assessment of
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where exactly we stand on each of these core issues. It is my sincere
hope that the information provided in this publication will promote a
more objective understanding of the reality of labor in Korea.
Assessing 20 years’ worth of change in employment, wage, working
conditions, labor market policies and industrial relations is a task that
could only be managed through a team effort. I would therefore like
to express my deepest appreciation to Dr. Byung-Hee Lee, the lead
researcher for this project, and to Drs. Jai-Joon Hur, Jin-Ho Jeong,
Seong Jae Cho, Hye-Won Kim and Si-Kyun Lee and researchers
Seung Bok Kang, Jeong Ho Ban, Sung Mi Jung and Mibo Ahn, who
performed the exacting task of collecting, analyzing and interpreting
the data. I would also like to extend a special word of thanks to
Dong-Bae Kim, Dong-Heon Kim, Sung-taek Kim, Charnim Park,
Kyu-Yong Lee, Seung-Yeol Yee, Hong Geun Chang, Seung-Hun Jun
and Kang-Sik Choi for providing ever-important data, and for
drafting and reviewing this publication.
September 2009
Ki Seong Park
President, Korea Labor Institute
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Ⅰ. Employment

3

I.1 Growth and Job Creation
Employment elasticity in the overall economy
There exists a strong positive correlation between growth of the
macro-economy and the rate of increase in employment that is not often
seen between economic variables. This strong positive correlation gives
rise to the concept of ‘employment elasticity,’ which refers to the extent
that employment increases when the economy grows 1%.1 Employment
elasticity by sector is affected by changes in the industry structure and
may change in the long term. Meanwhile, short-term employment
elasticity, even at the macro-economic level, can be influenced by current
economic conditions and changes in the composition of firms. Even so,
long-term employment elasticity at the level of the macro-economy is
usually quite stable. This is because, as can be seen in the approximation
of overall economic production to the Cobb-Douglas Function, longterm marginal labor productivity is similar to the level of average labor
productivity in the overall economy.
[Figure I-1] provides coordinate planes showing the relationship
between economic growth and the increase rates of employment and of
population 15 years and over. 20-year figures are plotted as a and c, while
b and d represent figures for the period following the financial crisis.
None of the graphs, whether they include data from 1998 (as in a and b)
or not (as in c and d), show any evidence of a decline in employment
elasticity after the financial crisis. This is also reflected in the fact that
data from the pre-financial crisis period and data from the post-financial
crisis period (in both cases excluding data from 1998) show a very similar
level of employment elasticity, although the employment elasticity is very
slightly higher in the post-financial crisis period (refer to table I-2).
1

If x, y are the natural logarithms of X, Y, respectively, then η, or X’s elasticity to Y [X elasticity
of Y], is defined as follows .
η≡

ΔX / X Δ ln X Δx
≡
≡
ΔY / Y
Δ ln Y Δy

For instance, with employment as X and GDP as Y, ‘employment elasticity to growth’ would be
defined as the rate of increase in employment for a 1% growth in the economy. This can simply
be called ‘employment elasticity’.
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[FIGURE I-1] THE RELATIONSHIP BETWEEN ECONOMIC GROWTH AND EMPLOYMENT
ELASTICITY

(a) 1987:Q1-2006:Q4

(b) 1998:Q1-2006:Q4

(c) 1987:Q1-2006:Q4(1998 exception)

(d) 1999:Q1-2006:Q4

Source: National Statistical Office, Economically Active Population Survey; Bank of Korea, National
Accounts.

Job creation per unit of change in the economic growth rate
For each 1.0% increase in GDP, the number of jobs created was
approximately 51,000 in the 1980s and 50,000 in the 1990s when the
financial crisis hit Korea. In recent economic cycles, however, approximately
59,000 jobs have been created for each 1% growth in GDP, showing an
increase in the number of jobs created for each unit of economic growth
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(refer to table I-1).2 In summary, not only is there no evidence of
decreased employment elasticity after the financial crisis, we can see that
in recent economic cycles, the number of jobs created for each unit of
economic growth has, to the contrary, increased.
In terms of growth itself, Korea’s annual average growth rate fell from
a high of 8.7% in the 1980s to 6.2% in the 1990s and still further to 4.6%
since 2001. The rate of increase in terms of the annual average number
of employed persons was 2.8%, 1.6% and 1.5%, respectively, for the
1980s, 1990s and the period of 2001~2006. The rate of increase for the
<TABLE I-1> NUMBER

OF JOBS CREATED WITH A
ECONOMIC GROWTH RATE.

1%

INCREASE IN THE

(Unit: 10,000 persons, %)

1981~ 1991~
1990
# of employed
persons
Increase in the # of
employed persons
Growth rate

2000

Average
2002

2003

2004

2005

2006

2002~
2006

1566.8 2006.1 2216.9 2213.9 2255.7 2285.6 2315.1 2257.4
44.0

30.7

59.7

-3.0

41.8

29.9

29.5

31.6

8.7

6.2

7.0

3.1

4.7

4.2

5.0

4.8

5.1

5.0

8.6

-1.0

8.9

7.1

5.9

5.9

Increase in the # of
employed persons
with a 1% increase
in GDP
Note: Figures for the # of employed persons for the 1980s and the 1990s represent averages for
the entire periods, while annual averages are used for figures for other categories.
Source: National Statistical Office, Economically Active Population Survey; Bank of Korea, National
Accounts.
2

Stable employment elasticity does not imply that the number of jobs created with each 1%
growth in the economy remains at the same level, be it 50,000 or 59,000. Employment elasticity
is defined not as <the increase in the number of jobs / economic growth rate> but as <the
rate of increase in employment / economic growth rate>, and therefore, in a growing economy,
as time goes by, the number of overall employed increases. With stable employment elasticity,
this will mean that the number of jobs created for each unit of economic growth will gradually
increase. Figures for the number of jobs created for each unit of economic growth have been
calculated and provided in this section only with the intention to illustrate that the numbers are
on par with those of the pre-financial crisis period, and actually even grew significantly after the
financial crisis.
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<TABLE I-2> GROWTH

RATES, RATE OF INCREASE IN THE NUMBER OF
EMPLOYED PERSONS, PRODUCTIVITY INCREASE RATES

(Unit: %)

Growth rate
Rate of increase in the
number of
employed persons
Productivity increase
rate
Employment elasticity

1981~
1990

1991~
2000

2001~
2006

1981~
1997

1999~
2006*

1998~
2006*

8.7

6.2

4.6

8.1

5.7

4.3

2.8

1.6

1.5

2.6

1.9

1.0

5.9

4.6

3.7

5.5

3.8

3.3

0.32

0.26

0.33

0.32

0.33

0.23

Note: * Represents data with the ‘financial crisis variable’ controlled and then not controlled.
Source: National Statistical Office, Economically Active Population Survey; Bank of Korea, National
Accounts.

annual average number of employed persons of the pre-financial crisis
period excluding 1998 was 2.6%, while the rate was 1.9% for the postfinancial crisis period, also excluding 1998. With data from 1998 included
in the post-financial crisis period, this rate drops to 1.0% for the period
of 1998 to 2006 (refer to table I-2). Data from 1998 does dramatically
affect the annual average rate of increase in the number of employed
persons, but if we also look at economic growth rate figures that include
data from 1998, we can see that growth, too, drops from 5.7% to 4.3%,
and in this context, productivity trends actually remained quite stable. In
sum, if we look at the overall economy, it is difficult to say that job
creation per unit of change in the economic growth rate was stunted
because of the significant increase in productivity after the financial crisis.

Growth and employment trends in manufacturing and services
<Table I-3> sets forth figures on growth rates and the rate of increase
in the number of employed for the manufacturing industry and the
service industry. Focusing on manufacturing, we see that productivity
increased in the 1990s at an average rate of 9.6% annually, which was
considerably higher in comparison to 6.7% in the 1980s and 7.6% in the
2000s. Although growth in the manufacturing sector has been quite high,
at 8.4% since the 1990s, the number of persons employed in manufacturing
has actually declined, in a phenomenon of ‘jobless growth.’
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<TABLE I-3> ANNUAL

AVERAGE GROWTH AND THE RATE OF INCREASE IN THE
NUMBER OF EMPLOYED PERSONS IN THE MANUFACTURING
INDUSTRY AND THE SERVICE INDUSTRY

(Unit: %)

1981~
1990

1991~
2000

2001~
2006

1981~
1997

1998~
2006

Overall
Manufacturing
Service

8.7
12.0
8.0

6.2
8.4
5.8

4.6
7.0
3.2

8.1
10.2
7.6

4.3
8.1
3.1

Rate of increase in
Overall
the # of employed Manufacturing
persons (B)
Service

2.8
5.3
5.3

1.6
-1.2
4.4

1.5
-0.6
2.7

2.6
2.7
5.4

1.0
-0.8
2.5

Growth rate
(A)

Source: National Statistical Office, Economically Active Population Survey; Bank of Korea, National
Accounts

<Table I-3> also shows that despite the many difficulties caused in
the labor market by the financial crisis, the annual average rate of
increase in the number of persons employed in the service sector actually
reached 4.4% in the 1990s as a whole. This figure, however, fell back to
an annual average increase of 2.7% in the 2000s, hinting that perhaps a
lackluster service sector is in part responsible for a reduced capacity in
terms of job creation.
The figures that we have examined point primarily to the low rate of
economic growth as the cause of Korea’s weakened ability to create jobs.
We can also see that in the 1990s, mounting pressure to increase
productivity in the manufacturing industries led to a decline in lowproductivity manufacturing, and that this trend continues in the 2000s,
although less than in the 1990s.

Wage workers and the self-employed
<Table I-4> sets forth data on rates of increase in the number of
employed persons in terms of wage workers and the self-employed. The
numbers of the self-employed are consistently lower than those of wage
workers, with the exception of 1997 and 1998. After the financial crisis,
we can see that the increase in the total number of employed persons was
led solely by an increase in wage workers, as the number of self-employed
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<TABLE I-4> RATE OF INCREASE IN THE NUMBER OF WAGE WORKERS AND THE
NUMBER OF SELF-EMPLOYED
(Unit: %)

Overall
Wage workers
Self-employed
Wage workers - self
employed

1986~
1990
3.9

1991~
2000
1.6

2001~
2006
1.5

1986~
1997
3.0

1999~
2006
1.9

1998~
2006
1.0

6.3

2.1

2.6

4.3

3.0

1.7

-0.1

0.6

-1.0

0.3

-0.6

-0.4

6.4

1.5

3.6

4.0

3.6

2.1

Note: Self-employed = self-employed + unpaid family workers (excluding employers); Rate of
increase of overall number of employed persons includes employers.
Source: National Statistical Office, Economically Active Population Survey.

actually decreased in this period. This trend is also reflected by the fact
that the number of self-employed and unpaid family workers was 5.968
million in 2006, down from 5.995 million in 1995, implying that the selfemployed sector has been undergoing restructuring and downsizing in
the 2000s.

Facts represented by the figures
These figures illustrate a number of important facts.
First, the heavily-discussed decline in the ability of Korea’s labor
market to create jobs is caused not by a decrease in the number of jobs
created per unit of change in the economic growth rate, but rather by a
low rate of growth itself.
Second, as for the lower economic growth rate and lower rate of
increase in the number of employed persons since the financial crisis,
trends in the growth of the GDP and the number of employed persons
that were impacted by the financial crisis did not return to pre-crisis
levels, and these trends remained at levels more sluggish than pre-crisis
trends. This demonstrates that the decrease in both the economic growth
rate and the number of employed persons were not transitory shocks
that would later be corrected, but were permanent shocks that
permanently changed the course of the trend lines. This new trend line
already reflects structural changes in institutions and the behavior of
economic players, and therefore, the situation implies that, even if

Ⅰ. Employment

9

macro-economic variables such as interest rates, exchange rates and
government expenditures return to previous levels, it cannot be expected
that growth trends and job creation trends will return to pre-crisis levels.
Third, Korea’s labor market is characteristically procyclical in that it
shows high rates of increase in productivity during periods of high
economic growth and low rates of productivity increase in times of low
economic growth. Thus, it is usually when growth is high that
employment elasticity is quite low. In the context of the current macroeconomy, therefore, the recent drop in Korea’s capacity for job creation
cannot be attributed to a sharp increase in productivity. As productivity
is procyclical, we should expect to see a drop in the current level of
59,000 jobs created per unit of increase in economic growth at the time
when we see a large jump in economic growth.
Fourth, with increased pressure to enhance productivity in manufacturing
since the 1990s, the low-productivity manufacturing sector has decreased
significantly, leading to a considerable decrease in overall employment in
the manufacturing sector. This trend has continued into the 2000s,
although the pressure has abated somewhat.
Fifth, the ability to create jobs has also been hit quite hard by the drop
in the number of persons who are self-employed since the financial crisis.
Recent fluctuation in the economic cycle has led to further restructuring
and downsizing in this sector. Considering that the self-employed are
particularly concentrated in wholesale, in retail, and in hotels and
restaurants, this downward trend in the self-employed sector could be a
factor holding back the rate of increase in the number of persons
employed in the service sector.

I.2 Changes in Industry Structure and Jobs
Changes in employment structure in manufacturing
Korea’s industry structure has changed so dynamically that in the past
40 years we have set forth 7 new versions of the Industrial Classification
System. With so many changes to industrial classification, the data is only
consistent from 1993 onward at the second level of classification. This
period also offers consistency between industrial classification and
occupational classification.
During the thirteen years from 1993 to 2006, overall employment in
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the manufacturing industry has declined. This decline is, however,
limited to light manufacturing and heavy manufacturing.3 Within the
same manufacturing industry, the number of employed persons grew in
chemical, machinery and electric, and electronic manufacturing (refer to
figure I-2). During the same period, the total number of persons
employed in mining decreased by 620,000. Here, the number of highskilled workers increased by 270,000, while the number of low-skilled
clerical workers decreased by 60,000, and the manufacturing workers by
830,000 (refer to figure I-3).4 As a result, the concentration of high-skill
jobs in manufacturing increased greatly, and the share of these jobs in
manufacturing rose by 7.9 percentage points (refer to table I-5).
The spread of international norms, such as IPR protection that
motivated technological developments, increases in income that followed
the development of economies, changes in consumer tastes and spending
patterns in favor of high-quality services and goods, technological
developments that enabled module-type manufacturing processes and
specialized production, and developments in transportation and IT that
allowed companies to broaden their manufacturing bases globally are just
some of the changes that have increased the share of value-added created
through R&D, design, customer management and consumer finance, as
compared with value-added created through the narrower definition of
manufacturing which is confined to the manufacturing process itself. As
a result, the importance and diversity of services provided before and
after the actual manufacturing process has increased considerably.
The increase in the number of high-skill jobs in the manufacturing
industry are most likely related to diverse changes in the environment.
3

‘Heavy manufacturing’ as defined in this section differs from the usual definition of heavy
manufacturing that is used in other literature. At the 2nd level of industry classification used in
the 7th amendment of the Korean Standard Industrial Classification System, the classifications
for the manufacturing industry are as follows: light - 15~22, 36~37; chemical - 23~25; heavy -
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[FIGURE I-2] CHANGES IN THE NUMBER OF EMPLOYED PERSONS BY INDUSTRY
(1993 ~ 2006)

(a) Number of Employed by Industry

(b) Sub-sectors within Manufacturing

<TABLE I-5> CHANGE

IN THE RATIO OF EMPLOYED PERSONS IN HIGH-SKILL
POSITIONS AND CLERICAL POSITIONS

(Unit: %, %p)

1995

2000

2005

2006

15.3

16.4

18.9

20.9

21.4

6.1

9.7

11.3

14.3

16.6

17.6

7.9

Service

22.5

22.7

24.1

25.3

25.6

3.1

Overall

49.2

49.9

54.3

59.8

59.6

10.3

Manufacturing

26.0

26.3

27.0

34.1

34.8

8.8

Service

77.3

76.5

76.2

78.4

77.2

-0.1

Overall
High-skill Manufacturing

Clerical

Increase from

1993

Source: National Statistical Office, Economically Active Population Survey.

1993 to 2006
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[FIGURE I-3] CHANGES IN THE NUMBER OF EMPLOYED PERSONS IN HIGH-SKILL
POSITIONS AND IN CLERICAL POSITIONS (1993 ~ 2006)

(a) Change in the number of employed
persons in clerical positions

(b) Change in the number of employed
persons in high-skill positions

Source: National Statistical Office, Economically Active Population Survey.

Changes in employment structure in services
During the past 13 years, the only service industry that saw decreased
employment was the ‘private household with employed persons’ category,
while employment increased in all other level 2 sub-sectors of service
industries. Employment growth was particularly prominent in the
‘business activities’ classification. Next were sanitation and other services,
followed by education and then hotels and restaurants (refer to figure I4). Even with significant employment growth in other service industries,
wholesale/retail and hotels/restaurants still employ the largest share of
workers in services (refer to figure I-5).
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During the period of analysis, the total number of persons employed
in services increased by a total of 5.13 million, including a 1.63 million
increase in high-skill positions, with a 3.95 million increase in low-skill
clerical positions. Meanwhile, the number of persons employed in production
positions increased by only 1.18 million - a figure lower than that for
high-skill positions (refer to figures I-2 and I-3). As a result, the ratio of
high-skill jobs in the services industry rose 3.1 percentage points during
the 13 years that were analyzed (refer to table I-5).
[FIGURE I-4] CHANGES IN THE
(1993 ~ 2006)

NUMBER OF PERSONS EMPLOYED IN SERVICES

Source: National Statistical Office, Economically Active Population Survey.
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[FIGURE I-5] CHANGE

IN THE RATIO OF THE NUMBER OF PERSONS EMPLOYED
IN SERVICES

[FIGURE I-6] INTERNATIONAL COMPARISON OF

THE RATIO OF THE NUMBER OF

PERSONS EMPLOYED IN SERVICES

Note: Data for Germany represent data from West Germany until 1990 and data from unified
Germany from 1991.
Source: OECD STAN database 2005.
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Austria Denmark France UK Greece Italy Korea Mexico Slovakia
Sweden Belgium Czech Republic Finland Germany Hungary Ireland
Japan Luxembourg Netherlands Norway Poland Spain US
As of 2006, the number of persons employed bythe service sector in
Korea account for 66.1% of all employed persons, similar to levels in
Japan, Italy and Spain in 2002, and quite low in comparison to other
OECD countries (refer to figure I-6). In terms of the share of valueadded created by services, Korea ranks lowest among the OECD
members, with the exception of Ireland (refer to figure I-7). Services,
production, and imports, as well as the share of service goods in
intermediate goods are all increasing, but when compared with other
OECD countries, the levels are still quite low, and the productivity of
Korea’s service sector is also relatively low. It can be deduced that these
characteristics of Korea’s service sector are, in effect, limiting the quality
and number of the jobs that can be created there.

Netherlands
Norway
Poland
Spain
USA

Germany
Hungary
Ireland
Japan
Luxembourg

Sweden
Belgium
Czech Republic
Finland

Italy
Korea
Mexico
Slovakia

UK
Greece

Austria

Denmark
France

[FIGURE I-7] SHARE OF VALUE-ADDED CREATED IN THE SERVICE SECTOR (2003)
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I.3 Analysis of Long-Term Factors Affecting the Employment
Rate
The long-term trend for the employment rate in Korea is shown in
[Figure I-8]. For analysis purposes, this section looks at the three periods
of 1986~1991, 1991~1996 and 2001~2006. This analysis excludes the
period of 1998~2000, since the financial crisis of 1998 impacted the
trend during this period. From 1986 to 1991, the employment rate rose
rapidly, while the unemployment rate fell dramatically. From 1991 to
1996, the employment rate still increased, although at a slower pace than
in the previous period, and the unemployment rate decreased slightly.
During the period from 2001 to 2006, the employment rate rose slightly
after recovering from the financial crisis, while the unemployment rate
showed a slight decrease.
The employment rate as an aggregate variable is affected by changes in
the composition ratio of the population and by changes in the employment
rate of each population group. For instance, if the population is sorted
[FIGURE I-8] LONG-TERM TRENDS FOR THE EMPLOYMENT RATE, THE ECONOMIC
ACTIVITY PARTICIPATION RATE AND THE UNEMPLOYMENT RATE

Source: Raw data from the National Statistical Office, Economically Active Population Survey.
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into youths, adults, and seniors and if the employment rate is highest for
the adults, when the ratio of adults in the overall population rises, then
even when the employment rate for each population group remains the
same, the overall employment rate may rise. This is called the ‘composition
effect.’ Also, if the population composition ratio remains the same, but
the employment rate within each population group rises, this too would
lead to an increased overall employment rate. This is called the ‘withingroup effect.’ Therefore, changes that occur in the employment rate can
be attributed to both composition effects and within-group effects.
The aforementioned relationship between employment, composition
effect and within-group effect can be represented in the following
equation. With ert as the aggregate employment rate at point t, erjk as
the employment rate of population group j at point t, and s jt as the
population composition ratio of group j at point t, the first term on the
right-hand side is the composition effect, and the second term is the
within-group effect.
J

J

j =1

j =1

ert − ert −1 = ∑ ( s jt − s jt −1 )erjt + ∑ (erjt − erjt −1 ) s jt −1

Population groups can be classified according to age, gender,
education level and marital status. For all age groups, from 1986 to 1991,
both the within-group effect and the composition effect contributed to
the increase in the employment rate, but the within-group effect was
more significant. During the 1990s, although both effects still influenced
the employment rate, the composition effect had a stronger effect. In the
2000s, the change that occurred during the 1990s was amplified, and the
within-group effect actually put downward pressure on the employment
rate, while the composition effect was responsible for buoying the
employment rate. Youths in particular negatively influenced the employment
rate, while those in their mid-40s and older contributed to improving the
employment rate despite this downward pressure.
When the population is grouped according to education level, we can
see that during the past 20 years the number of persons with a low level
of education has decreased, while the number of persons with a high level
of education has increased. Excluding those with a final education level
of elementary school or lower, the lower the education level, the lower
the employment rate. Meanwhile, the employment rate is higher for
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<TABLE I-6> EMPLOYMENT RATE PER AGE GROUP
1986~1991
Compo- Withinsition group
effect effect
15~19
0.1
-0.5

1991~1996
Subtotal
-0.4

2001~2006

Compo- Within Subsition group
total
effect effect
-0.3
-0.5
-0.7

Compo- Withinsition group
effect effect
-0.3
-0.2

Subtotal
-0.5

20~24

-0.5

0.5

0.1

-0.2

-0.1

-0.3

-0.5

-0.4

-1.0

25~29

-1.3

0.9

-0.4

0.0

0.0

0.0

-0.4

-0.2

-0.6

30~34

0.8

0.5

1.3

-0.6

0.1

-0.5

-0.5

0.0

-0.6

35~39

0.4

0.5

0.9

1.6

0.1

1.8

-0.1

0.1

-0.1

40~44

0.6

0.3

0.9

0.6

0.3

1.0

-0.3

0.3

0.0

45~49

-0.5

0.3

-0.2

0.2

0.1

0.3

1.9

0.1

2.0

50~54

0.4

0.4

0.8

-0.5

0.0

-0.5

1.4

0.2

1.6

55~59

0.8

0.5

1.2

0.1

0.0

0.1

0.6

0.1

0.7

60~64

0.0

0.3

0.3

0.6

0.2

0.8

0.0

0.1

0.1

Total

0.8

3.6

4.5

1.5

0.3

1.8

1.8

-0.1

1.7

Source: Raw data from the National Statistical Office, Economically Active Population Survey.

those with higher levels of education. It can therefore be deduced that
the employment rate rose as a by-product of the general increase in the
level of education in Korea. Overall, while in the 1980s the within-group
effect was stronger than the composition effect, the within-group effect
started to taper off starting in the 1990s as the increase in the
employment rate within each educational level started to shrink. In
contrast, as people generally started to gain higher levels of education,
the composition effect gradually became stronger. As for high school
graduates, while in the late 1980s they played an important role in the
increase in the employment rate both from the composition effect and
the within-group effect, starting in the 2000s they have become a population
group that pulls down the employment rate in terms of both effects.
The most significant factor in changes in the employment rate during
the past 20 years was actually the employment rate for women. As this
will probably continue to hold true in Korea, it would be useful to
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<TABLE I-7> EMPLOYMENT RATE PER EDUCATION LEVEL

Middle school
or lower
High school
Technical
college
University
Total

1986~1991

1991~1996

2001~2006

Compo WithinSub-sition group
total
effect effect

Compo WithinSub-sition group
total
effect effect

Compo WithinSub-sition group
total
effect effect

-5.7

1.5

-4.2

-5.8

-0.1

-5.9

-3.6

-0.3

-3.8

4.1

1.7

5.7

3.5

0.3

3.7

-0.3

-0.2

-0.5

1.0

0.1

1.1

1.3

0.0

1.3

1.7

0.1

1.8

1.5

0.3

1.8

2.5

0.1

2.6

4.0

0.2

4.3

0.8

3.6

4.5

1.5

0.3

1.8

1.8

-0.1

1.7

Source: Raw data from the National Statistical Office, Economically Active Population Survey.

analyze the factors that affect the employment rate for women. <Table
I-8> shows that, in terms of age, the group that contributed most to the
increase in the employment rate for women from 1986 to 1991 was the
group of women in their early 20s and their 30s. Women in their early
20s accounted for a larger share of employed persons, and the
employment rate within this group also rose. Meanwhile, although the
proportion of women in their 30s among all employed persons did not
increase that much, many more of these women entered the work force,
which greatly affected the overall employment rate for women. In
contrast, women in their late 20s accounted for a smaller proportion of
all employed persons, and thus applied downward pressure to the overall
employment rate for women. It can therefore be noted that from 1986 to
1991, the rise in the employment rate of women was created more by the
within-group effect than by the composition effect.
From 1991 to 1996, however, it was the composition effect that led
the increase in the employment rate of women. In other words, an
increase in the number of employed persons in a group with a high
employment rate or a decrease in the number of employed persons in a
group with a low employment rate had a greater effect on the overall
employment rate for women than the increase of the employment rate
within each group. In this period, it was women in their late 30s and
their early 40s who particularly led the increase in the employment rate
of women, and in contrast to the previous period, the higher employment
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<TABLE I-8> EMPLOYMENT RATE PER AGE GROUP (FOR WOMEN)

15~19
20~24
25~29
30~34
35~39
40~44
45~49
50~54
55~59
60~64
Total

1986~1991
Compo- Withinsition group
effect effect
0.28
-0.54
0.17
0.65
-0.89
0.80
0.24
0.70
0.17
0.69
0.45
0.29
-0.62
0.29
0.23
0.49
0.19
0.47
0.03
0.29
0.25
4.12

Subtotal
-0.26
0.82
-0.10
0.94
0.86
0.74
-0.33
0.72
0.66
0.32
4.38

1991~1996
Compo- Within sition group
effect effect
-0.27
-0.66
-0.33
-0.21
0.59
0.29
-0.42
0.19
1.02
0.31
0.33
0.63
0.11
0.17
-0.47
-0.12
0.13
0.01
0.37
0.14
1.05
0.76

Subtotal
-0.93
-0.53
0.88
-0.24
1.33
0.96
0.28
-0.59
0.15
0.51
1.81

2001~2006
Compo- Withinsition group
effect effect
-0.31
-0.14
-0.51
-0.73
0.40
0.01
-0.09
0.09
-0.05
0.05
-0.38
0.49
1.57
0.10
1.12
0.24
0.42
0.00
-0.07
-0.05
2.09
0.05

Subtotal
-0.45
-1.25
0.40
0.00
0.00
0.10
1.67
1.36
0.41
-0.12
2.13

Source: Raw data from the National Statistical Office, Economically Active Population Survey.

rate was also created by women in their late 20s, rather than those in
their early 20s. The reason for this was that as the general population
started to gain higher levels of education, the employment rate for those
in their early 20s started to fall.
During the period of 2001 to 2006, the within-group effect all but
disappeared, and the composition effect was dominant, particularly due
to the influence of women in their late 40s or older. The proportion of
women in this age group among all employed persons grew to such an
extent that it offset the decline in the composition ratio of other age
groups. Meanwhile, women in their early 30s to their early 40s did not
contribute at all to the increase in the employment rate during this period.
Although there was an increase in the within-group employment rate of
women in this age group, the proportion of women in this age group
among all employed persons decreased to the degree that the age group
essentially did not contribute anything to increasing the employment rate
of women. Also, women in their early 20s and younger pulled down the
employment rate of women during this period.
<Table I-9> shows a picture that combines marital status and age.
From 2001 to 2006, we can see that there was almost no contribution
made by married women to the increase in the employment rate of women.
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<TABLE I-9> ANALYSIS BY MARITAL STATUS AND AGE GROUP (FOR WOMEN)

Never
married

Married

Divorced/
widowed

Total

15~19
20~24
25~29
30~34
35~39
40~44
45~49
50~54
55~59
60~64
Subtotal
15~19
20~24
25~29
30~34
35~39
40~44
45~49
50~54
55~59
60~64
Subtotal
15~19
20~24
25~29
30~34
35~39
40~44
45~49
50~54
55~59
60~64
Subtotal

1986~1991
1991~1996
Compo- WithinCompo WithinSubSubsition group
- sition group
total
total
effect effect
effect effect
0.30 -0.56 -0.26 -0.27 -0.66 -0.94
0.58 0.36 0.94 -0.12 -0.30 -0.42
0.06 0.19 0.26 1.22 0.06 1.28
0.09 0.01 0.11 0.24 0.01 0.25
0.06 0.00 0.06 0.15 0.00 0.16
0.05 0.01 0.05 0.04 -0.01 0.03
0.02 0.00 0.02 0.00 0.00 0.00
0.01 0.00 0.02 0.03 0.00 0.03
0.00 0.00 0.01 -0.01 0.00 0.00
0.01 0.00 0.01 0.00 0.00 0.00
1.19

1.28

-0.90

0.38

-0.02
-0.41
-0.92
0.15
0.16
0.46
-0.49
0.41
0.49
0.08

0.02 0.00 0.00
0.30 -0.11 -0.21
0.60 -0.32 -0.63
0.64 0.79 -0.64
0.64 0.81 0.83
0.22 0.69 0.24
0.24 -0.26 0.16
0.29 0.70 -0.40
0.22 0.71 0.20
0.12 0.20 0.42

0.01
0.10
0.24
0.20
0.32
0.65
0.20
-0.13
-0.04
0.01

0.01
-0.11
-0.39
-0.44
1.16
0.89
0.36
-0.53
0.16
0.42

-0.10

3.29

0.00
0.00
-0.03
0.00
-0.05
-0.06
-0.15
-0.19
-0.30
-0.06

0.00
0.00
0.00
0.04
0.05
0.06
0.05
0.19
0.25
0.17

-0.83

0.81 -0.02

0.25

0.02

4.12

1.21

3.19

-0.02

1.55

0.00 0.00
0.00 0.00
-0.03 0.00
0.05 -0.02
-0.01 0.04
0.00 0.05
-0.10 -0.05
0.01 -0.10
-0.05 -0.06
0.11 -0.05

0.00
0.00
-0.01
-0.03
-0.02
-0.01
-0.03
0.01
0.05
0.14

4.38

-0.21
1.05

2001~2006
Compo WithinSub- sition group
total
effect effect
-0.29 -0.14 -0.44
-0.25 -0.74 -0.99
1.35 -0.07 1.28
0.55 0.04 0.58
0.27 0.02 0.29
0.19 0.01 0.19
0.06 0.01 0.06
0.05 0.00 0.05
0.02 0.01 0.03
0.00 0.01 0.01
1.94 -0.87

1.07

-0.02 0.00 -0.02
-0.27 0.01 -0.25
-0.93 0.09 -0.84
-0.65 0.07 -0.58
-0.38 0.02 -0.35
-0.63 0.43 -0.20
1.07 0.13 1.20
0.74 0.24 0.98
0.22 -0.03 0.19
-0.10 -0.03 -0.12

1.53 -0.95

0.94

-0.01

0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
-0.01 -0.03 -0.01 -0.03
-0.05 -0.01 0.00 0.00
0.02 0.03 0.03 0.06
0.04 0.10 0.01 0.11
-0.08 0.43 -0.02 0.41
-0.09 0.34 0.00 0.34
-0.02 0.17 0.02 0.19
0.09 0.02 -0.02 0.00

0.11 -0.09

1.07

0.01

1.08

0.76

2.05

0.08

2.13

1.81

Source: Raw data from the National Statistical Office, Economically Active Population Survey.
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Although there was a 1% increase from the within-group effect, this was
offset by a 1% decrease in the composition effect.
Women who have never been married and those who are divorced or
widowed made similar degrees of contribution to the increase in the
employment rate of women. For not-married women, there was a 2%
increase in the composition effect and a 1% decrease in the within-group
effect, for an overall contribution of a 1% increase to the employment
rate. It is interesting to note the influence of divorced and widowed
women. Although this group accounts for only 8% of the total population,
it was responsible for about a 1% increase in the employment rate of
women. This is due to the fact that the number of divorced or widowed
women increased significantly during the period of 2001 to 2006, from
7.3% to 8.89%. Since the employment rate of divorced and widowed
women is about 20 percentage points higher than that of married women,
the increase in the number of divorced or widowed women served to
increase the employment rate of women.
The 1980s were quite different in that the rapid rise in the employment
rate for women was led by married women. The overall growth in the
employment rate for women during this period was 4.38%, while the
within-group effect of married women was 3.29%, accounting for most
of the growth. Women who were never married contributed during this
period through a composition effect as the number of never-married
women among the total number of employed persons increased.
Meanwhile, the within-group employment rate of never-married women
had little influence on the overall employment rate for women. This also
holds true for the early- to mid-1990s, as the within-group employment
rate increase for married women accounted for most of the increase in
the overall employment rate for women.5
A great concern is that this trend of married women contributing to
the increase in the employment rate has steeply declined in the 2000s.
Instead, a larger proportion of never-married and divorced or widowed
women among employed persons has been the factor leading the
increase in the employment rate for women in the 2000s - a situation
that is worrisome because of the negative implications for Korea’s birth
rate, and also because it cannot be sustained in the long-term. Policy
5

According to year of birth, those who were in their 30s in the mid- to late-1980s, i.e. those who
were born in the 1950s, contributed the most to the increase in the employment rate for women.
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efforts to increase the employment rate of married women are urgently
needed.

I.4 Structure of and Changes to the Unemployment Gap
The unemployment rate is lower in Korea compared to other OECD
countries. There are many ways to interpret this, but it would probably
lead to greater understanding Korea’s unemployment rate if we compare
the differences in unemployment in the different population groups.
Before a comparison is possible, an explanation of the distinction
between different education levels is necessary. Cohen et al. (1997)6 talk
about four education levels that can be aligned with the US education
system as follows. The low education group is comprised of those who
have not graduated from high school; the middle education group
consists of high school graduates; the high education group is populated
by college drop-outs; and the very high education group consists of
those with bachelor’s degrees or higher. Meanwhile, Saint-Paul (2000)
divides the population into three different education groups by
combining the middle and high groups in the previous classification. The
issue in analyzing the Korean population revolves around the classification
of graduates of technical colleges, who, for the purpose of this analysis,
have been grouped with high school graduates.
A low birth rate and the aging of the population have led to changes
in the composition of the workforce: the proportion of young adults is
decreasing, while the proportion of middle-aged adults and seniors is
increasing. The decrease in the proportion of youths in the workforce is
also intensified by the propensity of the general population to seek
higher education. Korea has a relatively large ratio of highly education
people. As of 2006, 24% of all Koreans were college graduates, on par
with 23% of the population in the US. Among adults from 25 to 49 years
of age, the number of highly eductated people reaches almost 30%,
which is higher than the 28% in the US. In the middle-aged and senior
population from 50 to 64 years of age, however, the ratio falls to 12%,
which is much lower than the 22% in the US. This reflects the fact that
because the attainment of higher education has been an ongoing trend in
6

Cohen et al.(1997), “French unemployment: a transatlantic perspective,” Economic Policy 12 (25).
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the US for quite a while, there is not a big difference between the ratio of
college graduates among younger adults and older adults, whereas in
Korea, because this has been a trend only since the 1980s, the ratio of
college graduates among older adults is only about one-third of that of
younger adults.
Let us now take a look at the unemployment rate for men according
to age and education. Structural change has occurred during the past 20
years in the unemployment gap between different groups with different
education levels.
Adult men, who comprise the great majority of the workforce, saw a
higher unemployment rate for higher education levels in 1986 and 1996,
but in 2006, the tables turned, and unemployment was highest for adult
men with middle school education or lower, while it was lower for high
school graduates and lowest for college graduates. A similar trend can
also be seen for younger adults and older adults – albeit less clearly. A
closer look at the age groups, however, uncovers a slightly different
pattern. In 2006, the group of youths who were high school graduates
<TABLE I-10> TRENDS IN WORKFORCE COMPOSITION
Age
All

15~24

25~49

50~64

Education
Middle school or lower
High school graduate
College graduate or higher

1986
54.82
36.37
8.81

1996
34.13
51.05
14.82

2006
20.17
55.51
24.32

Middle school or lower

35.94

8.96

5.45

High school graduate

60.24

84.82

82.66

College graduate or higher

3.83

6.21

11.89

Subtotal

16.71

12.63

8.02

Middle school or lower

52.91

28.60

10.97

High school graduate

36.36

53.12

59.34

College graduate or higher

10.73

18.28

29.69

Subtotal

66.04

67.56

69.73

Middle school or lower

80.43

69.04

54.28

High school graduate

13.29

22.46

33.74

College graduate or higher

6.28

8.50

11.98

Subtotal

17.25

19.80

22.25

Source: Raw data from the National Statistical Office, Economically Active Population Survey.
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<TABLE I-11> TRENDS
SPAIN
Age
All

15~24

25~49

50~64

IN WORKFORCE COMPOSITION IN

Education

FRANCE, USA

AND

France

USA

Spain

Middle school or lower

35.9

16.7

45.0

High school graduate

48.1

60.1

45.0

College graduate or higher

15.7

23.0

10.0

Middle school or lower

32.5

29.2

11.0

High school graduate

60.0

63.1

83.0

College graduate or higher

7.4

7.7

6.0

Middle school or lower

30.6

11.6

41.0

High school graduate

51.0

60.6

45.0

College graduate or higher

18.5

27.7

14.0

Middle school or lower

58.0

22.8

83.0

High school graduate

31.6

55.4

12.0

College graduate or higher

10.4

21.7

5.0

Source: Saint-Paul (2000), “Flexibility vs. Rigidity: Does Spain have the worst of both Worlds?”,
IZA DP No.144.

had the lowest unemployment rate, while the group with a middle school
or lower education and those with college degrees had higher
unemployment rates. Meanwhile, for older adults, including the middleaged and seniors, the unemployment rate was consistently lower for
those with higher education levels. It is important to note that 20 years
ago, adults and younger adults with higher education levels all had higher
unemployment than those with lower education levels, while only the middleaged and seniors had lower unemployment for higher education levels.
The relation between education level and unemployment is pretty
much the same for women. For adult women, in 1986, unemployment
was higher for those with higher education levels, but in 2006,
unemployment for college graduates was lower than that for high school
graduates. However, women with an education level of middle school or
lower continue to enjoy lower rates of unemployment than women with
high school diplomas. The relation between age and unemployment for
women is also quite similar to that for men.
Youths are still in the process of exploring career options that better suit
their interests, and are still relatively weak in terms of skills. Therefore,
either voluntarily or involuntarily, youths are more likely to leave their
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<TABLE I-12> UNEMPLOYMENT TRENDS FOR MEN BY AGE AND EDUCATION
Age
All

15~24

25~49

50~64

Education
Middle school or lower
High school graduate
College graduate or higher
Middle school or lower
High school graduate
College graduate or higher
Middle school or lower
High school graduate
College graduate or higher
Middle school or lower
High school graduate
College graduate or higher

1986
3.80
6.15
5.80
8.01
14.72
30.24
3.82
4.72
5.68
1.89
3.20
2.17

1996
1.63
2.81
2.21
8.94
7.95
14.59
1.59
2.15
2.35
0.88
1.62
0.46

2006
3.94
4.61
2.77
13.71
11.40
14.00
4.91
4.28
2.79
2.92
2.75
2.21

Source: Raw data from the National Statistical Office, Economically Active Population Survey.

current jobs. Since a long absence from the labor market would be
damaging in that it could cause future anticipated income levels to drop
greatly, these youths are also likely to continue to explore job opportunities.
This leads to a higher unemployment rate for youths. Meanwhile, the
middle-aged and senior population might have health concerns or may
<TABLE I-13> UNEMPLOYMENT TRENDS FOR WOMEN BY AGE AND EDUCATION
Age
All

15~24

25~49

50~64

Education
Middle school or lower
High school graduate
College graduate or higher
Middle school or lower
High school graduate
College graduate or higher
Middle school or lower
High school graduate
College graduate or higher
Middle school or lower
High school graduate
College graduate or higher

1986
0.74
4.52
8.77
2.34
7.21
23.50
0.68
1.35
2.16
0.21
0.55
0.00

1996
0.74
2.33
2.38
7.56
4.50
6.51
0.72
1.17
1.54
0.39
0.41
0.32

2006
1.83
3.62
3.43
10.66
8.14
12.30
2.10
2.82
2.43
1.39
1.50
0.79

Source: Raw data from the National Statistical Office, Economically Active Population Survey.
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seek retirement, so unless they have both ability and determination, they
may not actively seek new job positions, leading to a lower unemployment
rate for this group. The data from the Korean labor market is consistent
with such theoretical predictions. As shown in <Table I-12> and <Table
I-13>, unemployment is higher in the younger age groups.
The figures in <Table I-14> represent the difference between youth
unemployment and adult unemployment for each education level. As
shown in the table, the unemployment gap between youths and adults
grows as the education level gets higher. Meanwhile <Table I-15> shows
us that in France and the USA, the unemployment gap between youths
and adults narrows as the education level increases, whereas in Spain, just
as in Korea, this unemployment gap widens as the education level
increases.
A comparison of 1986 and 1996 shows us that the absolute value of
the difference between the unemployment rates for youths and for adults
was smaller in 1996 than in 1986, but in terms of the relative ratio of
youth unemployment to adult unemployment, the difference is amplified.
In the course of the overall drop in unemployment, the absolute
difference between the unemployment rate for youths and the rate for
adults did decrease, but the adult unemployment rate decreased at a
faster pace than the youth unemployment rate, leading to a greater
relative gap between the two. From 1996 to 2006, we see a slightly wider
gap in terms of the absolute difference between the unemployment rates
for the two groups, but a narrower gap in terms of the relative ratio.
During this period, the overall level of unemployment rose, leading to a
wider gap in terms of the absolute difference between the youth
unemployment rate and the adult unemployment rate, but the adult
unemployment rate grew at a faster pace than the youth unemployment
rate. One interesting fact is that for college graduates, the absolute
difference between youth and adult unemployment rates narrowed
between 1996 and 2006. This was due to a slight decrease in unemployment
for youth college graduates and a slight increase in unemployment for
adult college graduates.
According to Saint-Paul (2000), the US has a narrower gap between
youth and adult unemployment compared to France and Spain (refer to
table I-15). Looking at the data, the ‘relative ratio between youth
unemployment and adult unemployment’ (defined as ‘youth unemployment’/
‘adult unemployment’) in Korea is similar to that of Spain. In terms of
the absolute difference between the two unemployment rates, the gap in
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<TABLE I-14> COMPARISON OF YOUTH AND ADULT UNEMPLOYMENT RATES
Absolute difference
1986

1996

2006

1986

1996

2006

4.19

7.35

8.80

2.10

5.62

2.79

High school
graduate

10.01

5.80

7.12

3.12

3.70

2.66

College graduate or
higher

24.56

12.25

11.20

5.32

6.22

5.01

Middle school or
lower

1.66

6.84

8.56

3.46

10.54

5.07

High school
graduate

5.85

3.33

5.32

5.32

3.84

2.89

21.34

4.97

9.87

10.87

4.24

5.06

Middle school or
lower
Men

Women

Relative ratio

College graduate or
higher

Note: Calculated from <Table I-12> and <Table I-13>.

<TABLE I-15> COMPARISON OF YOUTH AND ADULT UNEMPLOYMENT RATES IN
FRANCE, USA AND SPAIN
Absolute difference
Middle school or lower
High school graduate
College graduate or higher

Relative ratio

France

USA

Spain

France

USA

Spain

17.00
9.05
4.70

6.60
3.42
0.90

25.50
20.60
41.60

2.57
2.72
2.42

1.60
1.68
1.40

2.36
2.33
4.74

Note: French data from 1990, US data from 1989 and Spanish data from 1994.
Source: Saint-Paul(2000).

Korea is similar to that in the US. There is, however, the distinction that
for college graduates, there is almost no difference in the US in the
unemployment rates for youths and adults, whereas in Korea there is a
gap of 10 percentage points wider than in the US. This reflects how
different the by-age labor markets are in Korea and the US.
Each country is different in terms of the unemployment gap between
groups with different education levels. In general, unemployment is
higher in groups with lower levels of education. <Table I-16> shows
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that in the USA and France this gap is quite large, while in Spain, the
unemployment gap between groups with different education levels is
smaller than in the other two countries. In comparison to these countries,
we can see that the unemployment gap in Korea between groups with
different education levels is almost minimal. For instance, the difference
between the unemployment rates for adults with middle school or lower
education levels and those with high school diplomas is 5.5% in France,
5.8% in the US and 3.3% in Spain, whereas in Korea it was a mere
0.63% for men and -0.72% for women in 2006.
<TABLE I-16> COMPARISON OF UNEMPLOYMENT RATES FOR MEN WITH MIDDLE
SCHOOL AND LOWER EDUCATION LEVELS AND THOSE WITH
HIGH SCHOOL DIPLOMAS IN FRANCE, USA AND SPAIN

Absolute difference

Relative ratio

France

USA

Spain

France

USA

Spain

16~24

13.50

8.95

8.20

1.94

2.06

1.23

25~49

5.55

5.77

3.30

2.05

2.15

1.21

50~64

5.10

3.40

4.40

1.85

2.06

1.48

Source: Saint-Paul (2000).

<TABLE I-17> COMPARISON

OF UNEMPLOYMENT RATES FOR PERSONS WITH
MIDDLE SCHOOL OR LOWER EDUCATION LEVELS AND HIGH
SCHOOL GRADUATES

Absolute difference

Men

Women

Relative ratio

1986

1996

2006

1986

1996

2006

All

-2.35

-1.18

-0.67

0.62

0.58

0.85

16~24

-6.71

0.99

2.31

0.54

1.13

1.20

25~49

-0.90

-0.56

0.63

0.81

0.74

1.15

50~64

-1.31

-0.74

0.16

0.59

0.54

1.06

All

-3.78

-1.59

-1.79

0.16

0.32

0.51

16~24

-4.87

3.06

2.52

0.32

1.68

1.31

25~49

-0.68

-0.46

-0.72

0.50

0.61

0.74

50~64

-0.34

-0.02

-0.10

0.39

0.95

0.93

Note: Calculated from <Table I-12> and <Table I-13>.
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As Korea has recently had a very high rate of college entry, it might be
more appropriate to compare the unemployment rates of high school
graduates to college graduates, instead of comparing those with
education levels of middle school or lower with high school graduates.
<Table I-18> provides a comparison of high school graduates and
college graduates, and here, too, the results are consistent with the
aforementioned findings.
A comparison of men and women shows that, in 1986, the
unemployment rate was lower for men with middle school or lower
education levels than for men with high school diplomas across all age
groups, but 20 years later, the unemployment rate for men with middle
school or lower education levels was highest in all age groups. For
women, however, adults and older adults with middle school or lower
education levels still have lower unemployment rates.
We can compare the characteristics of each country’s labor market by
looking at the pattern of gaps in unemployment between people with
different education levels and between different age groups. In the US,
the unemployment rate for the population with a lower education level is
higher than that of the population with a higher education level, but
youth unemployment is not much higher than adult unemployment.
Meanwhile, Spain’s unemployment rate for those with a lower level of
education is not much higher than the unemployment rate for those with
<TABLE I-18> COMPARISON

OF UNEMPLOYMENT RATES FOR HIGH SCHOOL
GRADUATES AND COLLEGE GRADUATES

All
Men

Women

Absolute difference
1986
1996
2006
0.35
0.60
1.84

1986
1.06

Relative ratio
1996
1.27

2006
1.66

16~24

-15.52

-6.64

-2.60

0.49

0.54

0.81

25~49

-0.96

-0.20

1.48

0.83

0.92

1.53

50~64

1.03

1.16

0.54

1.47

3.50

1.24

All

-4.24

-0.05

0.19

0.52

0.98

1.06

16~24

-16.29

-2.01

-4.16

0.31

0.69

0.66

25~49

-0.81

-0.36

0.39

0.63

0.76

1.16

50~64

0.55

0.09

0.70

–

1.27

1.89

Note: Calculated from <Table I-12> and <Table I-13>.
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a high level of education, but youth unemployment is much higher than
adult unemployment. The unemployment gap in France is very wide
both in terms of education level and age.
The US labor market has become very competitive, with a low level of
job protection, and this has served to minimize the unemployment gap
between age groups. However, because the market is very open and
embraces rapid skill-oriented technological change, the demand for
persons with lower education levels is reduced, giving rise to a wide
unemployment gap between the different education levels. In contrast,
Spain, France and other countries in continental Europe tend to provide
high levels of job security and also have rather advanced dual labor
markets, so most of the pressure placed on the labor market comes in
the form of youths who are newly entering the labor market.
We might assume that the high level of minimum wage, the high
degree of social security and the industry-level collective bargaining
practices of the European countries will automatically lead to wage
rigidity for the lower wage levels and thus become a deterrent to the
employment of lower-skilled workers. But France tells us a different
story, for in comparison with the US, the unemployment rate for
workers in France with lower education levels is not much higher than
the rate in the US. This indicates that an assumption that Europe has a
rigid low-wage labor market might not be very accurate. With access to a
well-structured vocational training system that can equip people with
marketable skills, even workers with lower levels of education can be in
demand in the labor market. From this perspective, it seems that the
unemployment woes of the lower education group in the US market may
actually be rooted in the problems of the vocational training system in
the US.
Coming back to Korea, we can see similarities with France and Spain
in that our unemployment gap is particularly wide between the different
age groups, and that we too have quite serious issues in terms of the dual
labor market. On the other hand, there is almost no difference in Korea
in terms of unemployment among different education levels, implying
that there still exists significant demand for low-education, low-skill labor.
Still, recent trends show that demand for high-education labor is
increasing in all age groups, and in particular for men. As the vocational
training system is not yet developed enough to accommodate this recent
trend, Korea faces the risk of intensified unemployment in the low-skill
labor market.
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I.5 Job Finding Probability and Job Separation Probability
The unemployment rate is a function of how quickly an unemployed
person can find a job and the probability of a person losing their job.
The former is called the ‘job finding probability,’ and the latter is called
the ‘job separation probability.’ When job separation probability is stable,
the unemployment rate falls as job finding probability rises, and rises as
the job finding probability falls. On the other hand, when job finding
probability is stable, the unemployment rate rises and falls in tandem
with the job separation probability.
Job separation probability and job finding probability differ by
country. In the extremely flexible US labor market, both the job
separation probability and the job finding probability are high.
Meanwhile, in continental Europe, where the labor markets are deemed
to be more rigid, the job separation probability and the job finding
probability are both quite low. So in the fiercely competitive US labor
market, there are many layoffs, but then there are also many new jobs,
whereas in continental Europe, strong employment protection measures
limit employment adjustment, but at the same time, new jobs are created
at a slower pace.
Job separation probability and job finding probability are not represented
in the databases or the publications of the National Statistical Office.
Both probabilities can only be calculated by looking at the experience of
one person at two different points in time, but data provided by the
National Statistical Office does not disclose any individual identifiers that
can help us identify one person’s data across specific time periods. In
order to calculate job finding probability and job separation probability
in this section, information on birth dates, marital status and education
levels was taken from the raw data used in the Economically Active
Population Survey and combined to create individual identifiers for the
subjects included in the survey, and data on these individuals was
collected as monthly panel data. This panel data was then used to
calculate the probability for the unemployed in each year to become
employed the next month and to calculate the probability of the
employed to lose their jobs the next month.
Results for job finding probability for all unemployed persons are
outlined in <Table I-19>, while <Table I-20> provides the probability
for men and women, respectively. As is shown in the tables, the monthly
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<TABLE I-19> JOB FINDING PROBABILITY FOR UNEMPLOYED PERSONS

15~24

25~49

50~64

1986

1996

2006

Middle school or lower

31.98

24.18

27.37

High school graduate

21.09

27.94

26.40

College graduate or higher

13.93

22.80

24.32

Middle school or lower

37.56

34.19

32.54

High school graduate

23.13

26.87

23.39

College graduate or higher

13.31

19.33

20.80

Middle school or lower

35.21

30.85

29.61

High school graduate

21.16

20.02

24.72

College graduate or higher

20.35

37.61

17.85

Source: Raw data from the National Statistical Office, Economically Active Population Survey.

<TABLE I-20> JOB FINDING PROBABILITY FOR UNEMPLOYED PERSONS (MEN VS.
WOMEN)

15~24

Men

25~49

50~64

15~24

Women

25~49

50~64

Middle school or lower
High school graduate
College graduate or higher
Middle school or lower
High school graduate
College graduate or higher
Middle school or lower
High school graduate
College graduate or higher
Middle school or lower
High school graduate
College graduate or higher
Middle school or lower
High school graduate
College graduate or higher
Middle school or lower
High school graduate
College graduate or higher

1986

1996

2006

30.27
19.24
16.82
36.81
22.87
13.71
33.34
19.03
20.35
40.51
23.52
12.45
42.80
26.33
7.14
51.35
100.00
26.01

25.63
26.00
9.89
33.84
26.14
17.27
30.28
19.43
39.51
19.59
30.14
28.49
34.95
29.39
29.28
32.09
33.81
0.00

30.37
25.80
23.96
33.56
23.37
18.74
30.14
23.75
11.25
18.41
27.08
24.46
30.03
23.45
24.67
28.49
28.49
100.00

Source: Raw data from the National Statistical Office, Economically Active Population Survey.
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job finding probability in 2006 is at a level that exceeds 20%. <Table I21> provides monthly job finding probability figures for unemployed
men in the USA, France and Spain in comparison with those for Korea.
The Job finding probability in Korea is similar to that of the US, and is
considerably higher than that of France or Spain.
Differences in education levels can cause differences in job finding
probability. People with higher levels of education have relatively higher
expectations for their employment prospects and have higher levels in
terms of their reservation wage, and therefore they may be more
particular in choosing a new job. When people with higher levels of
education specialize in a particular job and gain a higher comparative
advantage in that job, they tend to explore options until they find a job
where they can utilize this comparative advantage. In this case, a higher
level of education could lead to a lower job finding probability. If,
however, labor demand for those with low education levels cannot
increase because of rigid wages, these demand-side factors could push
the job finding probability higher for those with higher levels of
education than for those with lower levels. Also, if a person with a high
level of education can more easily adapt to changing labor demand than
those with low levels of education, these highly educated workers could
have a higher job finding probability.
<TABLE I-21> JOB FINDING PROBABILITY
USA, SPAIN AND KOREA

25~49

50~64

FRANCE,

France

USA

Spain

Korea

8.30

26.50

7.80

30.37

10.85

31.10

8.30

28.93

College graduate or higher

9.70

40.00

4.90

15.22

Middle school or lower

5.20

30.00

8.00

33.56

High school graduate

7.50

30.70

7.05

23.93

College graduate or higher

8.15

22.40

5.10

19.79

Middle school or lower

1.00

36.70

5.60

30.14

High school graduate

1.40

28.50

3.40

22.53

College graduate or higher

3.00

14.80

6.50

15.17

Middle school or lower
15~24

FOR UNEMPLOYED MEN IN

High school graduate

Note: Data from France is from 1990, USA from 1989, Spain from 1994 and Korea from 2006.
Source: Saint-Paul(2000).
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An international comparison tells us that the proportion of Korean
youths with college degrees is very high due to the over education of the
population. This situation may lead to a decrease in the average ability of
workers with low education levels, which in turn leads to less demand
for these people. This stage is set, therefore, for an even lower job
finding probability for workers with low education levels.
This leads to the conclusion that the unique circumstances of each
country’s labor market will determine how education impacts job finding
probability. As can be seen in <Table I-21>, France consistently has a
higher job finding probability for workers with higher education levels,
while the US has a higher job finding probability for highly educated
youths, but a lower job finding probability for highly educated adults.
The situation in Spain is similar to that of France, and in Korea, as of
2006, the job finding probability is lower for highly educated workers in
all age groups. If we separate men and women, it is interesting to note
that for adult and senior Korean women, the job finding probability for
highly educated women is higher than that of women with low education
levels.7
Some changes have recently been occurring in the differences in job
finding probability between different education levels. In particular, the
relative situation of high school graduates among adult men has been
worsening. A comparison of the job finding probability for high school
graduates and those with education levels of middle school or lower in
this age group shows that, while the job finding probability for the
lowest education group is quite stable, the job finding probability for
male adult high school graduates is falling, thus aggravating the situation
of this population group. This also contrasts with the slight increase in
the job finding probability of male adult college graduates.
In terms of different age groups, in both advanced countries and
Korea, there is not much difference in the job finding probability for
youths and adults. Older adults are also about as likely to find jobs.
Korea has recently been engaged in discussions over the gravity of the
youth unemployment issue, but of the two factors that affect youth
unemployment, but statistics show that youths face do not face more
difficulty than adults in finding new jobs. When older adults are
compared with the adult group, we see that in France, there is a
7

The conclusion was not too different when ‘youths’ are defined as those in the 15 to 29 age
group.
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considerable difference in the two groups’ job finding probabilities, but
in the US and Spain, there are no significant differences that can be
observed. The same holds true for Korea.
Neither does there seem to be a big difference in terms of gender. A
comparison of adults with different education levels reveals that there
are no significant gender differences in terms of job finding probability.
This was actually quite surprising since in Korea, women often provide a
secondary source of income and still face various forms of discrimination in
the labor market. The data from Saint-Paul (2000) shows that in the
three countries that are being compared with Korea, job finding
probability is a bit higher for men than for women. This can perhaps be
explained by the clear distinction in Korea between the economically
non-active population and the economically active population, and
therefore if a woman is engaged in job finding activities, she is usually
very determined to find a job. To provide a more accurate job finding
probability for women in Korea, it would be useful to engage in further
analysis that includes women who wish to gain employment but are
classified as being part of the economically non-active population.
Job separation probability, meanwhile, has changed drastically in the
past 20 years. A comparison of 1986 and 1996 shows that the job
separation probability fell during this period, but due to the financial
crisis in the late 1990s, the probability in 2006 was higher than that of
1996 and even higher than that of 1986 in many cases. This rise in job
separation probability quantitatively confirms the prevalence of employment
insecurity in Korea’s labor market. Since the financial crisis, we have seen
an increase in the unemployment rate, and the main cause of this has
been the rise in the job separation probability.
As for the different age groups, we can see that job separation
probability is higher for youths than for adults with all levels of
education. During the past 10 years, however, the difference in job
separation probability between youths and adults has narrowed in all
gender and education groups. As previously mentioned, there is no
significant difference between the job finding probability for youths and
for adults, but in terms of the job separation probability, there is a big
difference. It can therefore be concluded that the higher unemployment
rate for youths is due more to differences in the job separation
probabilities between youths and adults than to differences in the job
finding probabilities.
As for education levels, higher education usually indicates a lower job
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separation probability. Comparing data from 1996 and 2006 we can see a
sharp rise in the job separation probability for adults with lower levels of
education. Meanwhile, for college graduates, there is no observable
increase in job separation probability. What is seen here is a case of
differentiation in terms of job separation probability for groups with
differing levels of education. This is most likely happening because job
separation probability is strongly influenced by worker status, and while
highly educated workers are more often employed in stable regular jobs,
workers with lower levels of education are employed primarily in
temporary and daily jobs.8
The disparity of job separation probability between the different
education levels has increased over the past 10 years. In other words, in
all age groups, job separation probability for those with middle school or
lower education levels has increased in relation to that probability for
those with a high school diploma. In 1996, for adults and older adults,
job separation probability for those with middle school or lower education
levels was lower than that of high school graduates. Recent trends show,
however, that job separation probability rises as levels of education drop.
In comparison to the job separation probability of college graduates, the
probability for high school graduates has also been increasing. In sum, job
<TABLE I-22> JOB SEPARATION PROBABILITY FOR EMPLOYED PERSONS

15~24

25~49

50~64

1986

1996

2006

Middle school or lower

1.43

2.06

3.00

High school graduate

1.53

1.10

1.61

College graduate or higher

1.81

0.89

0.67

Middle school or lower

0.78

0.37

1.51

High school graduate

0.88

0.51

1.10

College graduate or higher

0.54

0.35

0.41

Middle school or lower

0.38

0.16

0.91

High school graduate

0.66

0.22

0.80

College graduate or higher

0.34

0.10

0.31

Source: Raw data from the National Statistical Office, Economically Active Population Survey.

8

Of interest is the fact that for women, job separation probability is higher for high school
graduates than for those with middle school or lower education levels.
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<TABLE I-23> JOB SEPARATION
VS. WOMEN)

15~24

Men

25~49

50~64

15~24

Women

25~49

50~64

PROBABILITY OF EMPLOYED PERSONS (MEN

1986

1996

2006

Middle school or lower

2.05

2.26

3.74

High school graduate

2.13

1.38

2.32

College graduate or higher

2.14

0.17

0.75

Middle school or lower

1.22

0.48

1.91

High school graduate

1.06

0.60

1.29

College graduate or higher

0.61

0.39

0.49

Middle school or lower

0.65

0.21

1.30

High school graduate

0.73

0.25

0.95

College graduate or higher

0.36

0.11

0.33

Middle school or lower

0.78

1.64

1.59

High school graduate

1.18

0.92

1.13

College graduate or higher

1.70

1.01

0.65

Middle school or lower

0.27

0.25

0.88

High school graduate

0.30

0.32

0.85

College graduate or higher

0.13

0.27

0.31

Middle school or lower

0.10

0.11

0.58

High school graduate

0.16

0.12

0.58

College graduate or higher

0.00

0.00

0.25

Source: Raw data from the National Statistical Office, Economically Active Population Survey.

separation probability rises more rapidly for people with lower levels of
education, while job finding probability decreases, whereas job finding
probability is quite stable for the highly educated. This, in turn, leads to a
more rapid rise in the unemployment rate for those with lower levels of
education than that of the highly educated.
In terms of age, there was no significant difference between youths
and adults in job finding probability, and this was true for both 1996 and
2006. Meanwhile, for job separation probability, the gap between youths
and adults has recently been narrowing. With a rather consistent gap in
job finding probability between youths and adults and a smaller disparity
in job separation probability between the two groups, during the past 10
years, the relative ratio between the unemployment rate of youth and of
adults has decreased.
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<Table I-24> sets forth an analysis of the direction of change for
both probabilities, according to education level and age. For male high
school graduates, we can see that while the job finding probability
decreased for adults, it remained stable for youths. 9 As for job
separation probability, it increased for both youth and adult high school
graduates. In effect, because adult high school graduates saw an increase
in their job separation probability as well as a decrease in their job
finding probability, they ended up with a much higher unemployment
rate than before. This, in turn, led to a narrower gap between the
unemployment rates of adults and youths.
The situation for male college graduates differs slightly from that of
male high school graduates. For young college graduates, compared with
the situation in 1996, the job finding probability has increased greatly,
but at the same time, so has the job separation probability. In other
words, although this group can find new jobs much more easily than in
the past, there is also a higher probability that they will leave their jobs,
and unemployment in this group decreased slightly. Meanwhile, adult
college graduates saw a slight increase in both probabilities, and as a
result, saw a slight increase in their unemployment rate.
In the case of young male high school graduates, unemployment has
risen quite significantly over the past 10 years, mainly because of the
higher job separation probability for this group. In comparison, the
unemployment rate for young college graduates has remained almost the
<TABLE I-24> CHANGES

IN JOB FINDING PROBABILITY AND JOB SEPARATION
PROBABILITY BETWEEN 1996 AND 2006

Youth
High school Job finding probability
Men

9

Older adult

o

-

+

graduate

Job separation probability

++

++

++++

College

Job finding probability

+++

+

--

graduate

Job separation probability

+++

+

+++

High school Job finding probability
Women

Adult

graduate

Job separation probability

College

Job finding probability

graduate

Job separation probability

-

-

-

+

+++

++++

-

-

++

--

o

+

If technical college graduates are excluded from this group, the job finding probability falls.
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same during this 10-year period, as the increase in the job separation
probability was offset by an increase in the job finding probability. It is
interesting to note that while the job finding probability for high school
graduates and 4-year college graduates increased, the job finding
probability for technical college graduates dropped sharply during these
past 10 years. If we include technical college graduates in the ‘college
graduate’ group, the figures would show that the job finding probability
for college graduates fell during this 10-year period, but if technical college
graduates are included in the ‘high school graduate’ group, the job finding
probability for college graduates shows an increase during this period.
For male adults, too, there is a sharp contrast between high school
graduates and college graduates. While the job finding probability for
adult high school graduates has fallen, the job finding probability for
adult college graduates has risen, if only slightly. While the job separation
probability for adult high school graduates jumped significantly, the
increase was much smaller for adult college graduates. In this situation,
adult high school graduates have been suffering from the dual challenges
of a steep increase in their job separation probability and a drop in their
job finding probability. Adult college graduates, however, did see an
increase in their job separation probability, but this was tempered by a
slight increase in this group’s job finding probability, so they have been
better off than the adult high school graduates. In sum, for male adults,
while the highly educated group has been able to enjoy a rather stable
status, those with lower education levels have been suffering from the
shock of insecure employment since the financial crisis.
The older adult population has also had to deal with a quite significant
change in circumstances. It is actually the older male college graduates
that have been hit most severely by the financial crisis. The job
separation probability for this group jumped three-fold between 1996
and 2006. In 1996, while the adult job separation probability was 0.39,
the job separation probability for these older adults was only 0.11, which
was less than one-third the level of the adult group. However, in 2006,
the difference in job separation probability between these two groups
narrowed to 0.49 for the adults and 0.33 for the older adult group. The
job finding probability for the older adult group also fell sharply, as the
2006 probability was only one-fourth the level of the job finding
probability of 1996. In 1996, the job finding probability for older adults
was 39.51, but this fell to 11.25 in 2006. These figures show that 10 years
ago, these college graduates had a low probability of losing their jobs,
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and even when they did lose their jobs, they were able to easily find new
ones. But now, as this group ages, they are discovering that employment
is much less secure. Korea has been transitioning into a low-growth
economy, but because the structure of our labor market is tied closely to
a rigid wage structure that depends heavily on seniority-based pay, the
employment status of older adults is under serious threat.
The job separation probability for older adult high school graduates
has also increased four-fold during the past 10 years. But since the job
separation probability for adult high school graduates has also increased
greatly during the past 10 years, the job separation probability of this group
has not really increased much as this group has aged. Job finding probability
has been increasing for high school graduates as they have aged from the
adult group into the older adult group. Therefore, in terms of the life
cycle of high school graduates, the age effect is not very significant.
The trend has been similar for both male and female high school
graduates. However, for female college graduates, employment has been
quite different from what their male counterparts have experienced.
Young male college graduates saw a steep increase in both their job
finding and job separation probabilities, but for female college graduates,
job finding probability fell slightly, while their job separation probability
dropped sharply. This lower probability of job loss for young female
college graduates shows us that, while they are employed, these women
enjoy a more stable economic status than in the past.
This section focused mostly on changes in job finding probability and
job separation probability before and after the financial crisis. As a
detailed examination of changes that occurred in the 10 years prior to the
<TABLE I-25> CHANGES

IN JOB FINDING PROBABILITY AND JOB SEPARATION
PROBABILITY BETWEEN 1986 AND 1996

Men

Women

High school
graduate
College
graduate
High school
graduate
College
graduate

Job finding probability
Job separation probability
Job finding probability
Job separation probability
Job finding probability
Job separation probability
Job finding probability
Job separation probability

Youth

Adult

Older adult

++
-----++
+++
--

+
-+
-+
o
+++
++

o
--+++
-------o
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financial crisis would be too lengthy to include in this paper, <Table I25> sets forth a summary of changes to both probabilities between 1986
and 1996. During this period, there was a sharp drop in the
unemployment rate in the Korean labor market that can be explained
mostly by a decrease in the job separation probability of men in all
education and age groups. A detailed examination may be undertaken at
another time.

I.6 Enhancement of the Status of Women in the Labor Market
The employment rate for women has continuously increased, but not
very significantly. One barrier to a higher employment rate for women is
the lack of sufficient gains that come from participating in the labor
market. If women continue to be confined to low-wage positions, the
participation of women in the labor market cannot be sustainable.
We can tell how stable the status of women is in the labor market by
looking at how the ratio of women employed in the different worker
statuses changes over the years. <Table I-26> sets forth data on the
composition ratio for regular workers, temporary workers, daily workers
and the self-employed, and unpaid family workers, and we can see that
<TABLE I-26> TRENDS IN THE COMPOSITION RATIOS FOR WOMEN EMPLOYED IN
THE DIFFERENT STATUSES OF WORKERS

(Unit: %)

49.7
14.1
13.1
17.1
16.7
16.7
16.4
16.6

Source: National Statistical Office, Economically Active Population Survey.

Unpaid family
workers

40.7
44.4
38.1
39.6
40.4
41.1
41.5

Selfemployed

58.0
63.1
65.7
64.3
64.7
65.6
66.0
66.8

37.6
24.5
21.1
19.3
16.7
14.8
14.0
13.5

Daily

21.3
18.7
19.4
19.2
17.8
18.6
19.0
18.8

Temporary

Regular

10.9
12.9
9.8
13.9
11.4
11.5
11.3
10.8

Wage
workers

37.2
21.4 22.5
25.5 24.2
19.1 28.5
23.2 31.0
24.4 30.6
25.6 30.2
27.1 30.0

Men
Selfemployed
Unpaid family
workers

Regular

48.2
56.8
59.6
61.5
65.6
66.6
67.1
67.7

Daily

Wage
workers
1985
1990
1995
2000
2003
2004
2005
2006

Temporary

Women

8.2
8.3
8.1
9.2
8.4
8.4
8.5
8.6

37.6
34.4
32.7
33.8
34.0
33.1
32.8
32.0

4.4
2.5
1.7
2.0
1.3
1.3
1.3
1.2
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for women, the proportion of unpaid family workers is steadily falling,
while the proportion of wage workers is on the rise.
Within the wage workers, the composition ratio for the most insecure
daily workers has remained at around 10%, while the proportion of
temporary workers has grown larger. The ratio of women workers
employed in more decent regular jobs increased until the mid-1990s, but
has decreased sharply with the financial crisis. This ratio has since risen
again to pre-crisis levels, and reached 27.1% in 2006.
As can be clearly seen in the structure of the employment rate for
women by age group, women exit the labor market en masse as they get
married, give birth and raise their children, and then start returning to
the labor market in their late 30s. This return to the labor market is
usually marked by a deep dive in the quality of employment for women,
as is reflected in the ratio of regular workers among employed women in
each age group. [Figure I-9] provides a comparison of men and women
in each age group in terms of the composition ratio of regular workers as
of 2006. As is shown, the ratio is actually higher for women in their late
20s or younger, but it starts to fall steeply as women reach their early 30s.
[FIGURE I-9] COMPOSITION RATIO OF REGULAR WORKERS FOR DIFFERENT AGE
GROUPS: MEN VS. WOMEN (2006)
Men

Women

Source: Raw data from the National Statistical Office, Economically Active Population Survey, 2006
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[FIGURE I-10] COMPOSITION

RATIO OF REGULAR WORKERS FOR EMPLOYED
WOMEN IN DIFFERENT AGE GROUPS

(Unit: %)

Source: Raw data from the National Statistical Office, Economically Active Population Survey.

[Figure I-10] plots the change in the composition ratio of regular
workers for women in each age group every 5 years starting from 1985.
The pattern has remained mostly unchanged for the past 20 years. To
elaborate, the composition rate of regular workers is high for women
until they reach their early 20s, and then it dives down as women enter
their early 30s and does not rise again.
The pattern shown in [Figure I-9] shows us that the women reentering
the labor market in their late 30s are employed not in the relatively stable
regular positions, but as temporary or daily workers, or as unpaid
workers. It is notable, however, that between 2000 and 2005, the
composition ratio of regular workers increased significantly for women
in their 30s or older.
The status of women in the labor market is also reflected in their
wages. To examine whether the status of women has been enhanced
over the past 20 years in terms of wage distribution, we divided the
income levels of wage workers into deciles, and looked at the ratio of
women in each decile.10 [Figure I-11] shows us that there is a higher
10

The wage amount is the sum of salaries, overtime payments and bonuses. All data used from
[Figure I-11] onward comes from the Wage Structure Survey. This survey looked at workplaces with
10 or more workers until 1998, and widened its scope to workplaces with 5 or more workers in 1999.
To maintain consistency in comparisons, the ratios for the years 2000 and 2005 were calculated with
data from workplaces with 10 or more workers.
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[FIGURE I-11] RATIO OF WOMEN REGULAR WORKERS IN EACH INCOME DECILE
(Unit: %)

Source: Raw data from the Ministry of Labor, Wage Structure Survey.

[FIGURE I-12] LATE 1960S BIRTH COHORT

Note: Income decile is noted on the horizontal axis, and population is represented on the vertical
axis.
Source: Raw data from the Ministry of Labor, Wage Structure Survey.
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ratio of women in the low-wage groups and a higher ratio of men in the
high-wage groups, reflecting the market reality that women are
concentrated more in low-wage jobs and that they usually receive lower
wages than men within companies.
First, we can see that for the past 20 years the ratio of women in the
low-wage groups has decreased rapidly. This trend was particularly
noticeable in the period between 1985 and 1995, while it slowed after
this period. In the lowest-wage group, however, this decrease is still quite
rapid. Second, between 1985 and 1995, there was almost no increase in
the ratio of women in the high-wage groups. A great change did occur,
however, between 1995 and 2000. During this period, the ratio of
women in the highest income decile rose from a mere 3% in 1995 to 9%
in 2000. Meanwhile, from 2000 to 2005, there was almost no change to
the ratio of women in the high-income range.
An analysis of women according to their birth cohorts reveals that the
performance of the new generation - at least for the new entrants - has
improved rapidly when compared with the older generation. [Figure I12] shows us how the distribution of women born between 1965 and
1969 in each income decile changes as the women age. Here, income
decile is noted on the horizontal axis, and population is represented on
the vertical axis. We can see, for instance, that the female 1965~1969
birth cohort had 100,000 persons in the lowest wage decile in 1985,
30,000 persons in this decile in 1995, and 20,000 persons in 2005. [Figure
I-12] also shows us that in 1990 when this cohort reached their early 20s,
they entered the labor market en masse, only to exit rapidly in 1995,
when they reached their late 20s. In their early 20s, this group was
concentrated in the 2nd and 3rd lowest income deciles, while in their 30s
and their late 20s, the group moved more into the 3rd, 4th and 5th deciles.
In their early 30s, the group was spread rather evenly across all income
deciles.
[Figure I-13] provides information on developments for the 1975-79
birth cohort. While this group also was concentrated in the low-income
groups in their early 20s, they differ from the late 1960s birth cohort in
that fewer people exited the labor market in their late 20s. Also, the
average wage of this group was not too far below the 5th decile.
Our analysis of women in the Korean labor market leads to the
conclusion that, although the status of women in the labor market has
slowly been rising, the degree of status enhancement is limited since it
has mostly been concentrated in women in their 20s. We do see a rapid
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[FIGURE I-13] LATE 1970S BIRTH COHORT

Note: Income decile is noted on the horizontal axis, and population is represented on the vertical
axis.
Source: Raw data from the Ministry of Labor, Wage Structure Survey.

decline in the ratio of women in low-wage jobs, but we can also see that
the ratio of women in high-income positions remained stagnant in the
2000s. This implies that women still enjoy only limited gains from their
participation in the labor market. Nevertheless, we do see positive signs
for future participation in the labor market by women in the fact that
there is a higher ratio of women in their late 30s in regular jobs, and that
the more recent birth cohorts are competing with their male counterparts at
wage levels that are quite similar to those of men.

I.7 Changes in Job Stability
It is said that the labor market is becoming more flexible, while the
expectation of lifelong employment is disappearing. Claims about labor
market flexibility tend to be based more on anecdotal evidence than on
objective statistical data. If it is true that there is active job-to-job
movement and reduced job stability, then policy must change too. For
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instance, we might need new policies to provide support services for
those who move to new jobs. This section focuses on regular workers,
and asks whether any changes in job stability have occurred in the
Korean labor market.
‘Average tenure’ is one of the best indicators of job stability. When all
other conditions are stable, if the average tenure of Korean workers
decreases, we can say that job stability in the same workplace has
declined. [Figure I-14] sets forth information on the average tenure for
regular workers, calculated with data from the Wage Structure Survey. For
regular workers in Korea, the average tenure at one company was 3.6
years in 1985, and that figure rose continuously until 1995. The average
tenure was 5.6 years in 1995, an increase of 2 years from 10 years before.
This upward trend stops at 1995, however, and in the 10 years from
1995 to 2005, the average tenure increased a mere 0.5 years to 6.1 years.
A gender comparison reveals that men have an average tenure more
than 2 years longer than women, and the trend line for men and women
is almost identical in that there is a significant increase in the average
tenure until the mid-1990s: this increase stagnates from then on.
[FIGURE I-14] AVERAGE TENURE TREND FOR REGULAR WORKERS

Source: Raw data from the Ministry of Labor, Wage Structure Survey.
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<Table I-27> provides data on average tenure in advanced countries
in the year 2000. Most advanced countries in Europe have average
tenures of over 10 years, while the average tenure is 11.6 years in Japan
and 8.2 years in the UK. The average tenure was shortest in the US
where it was 6.6 years. How, then, does average tenure in Korea compare?
Actually, for comparison purposes, it would not be appropriate to use
the average tenure calculated with data from the Wage Structure Survey.
This is because the average tenure for the advanced countries encompasses
all workers, while the Wage Structure Survey only includes data for regular
workers. Instead of data from the Wage Structure Survey, we need to utilize
data from the Economically Active Population Survey, as it surveys all workers
in Korea. Using this new data, we can calculate the average tenure for all
workers in Korea. As of 2006, the average tenure of all wage workers in
Korea was 4.5 years. The average tenure for men was much higher than
that for women, with men at 5.6 years and women at 2.9 years.
Calculations based on the Economically Active Population Survey give us
much shorter average tenures than the average tenures for regular
workers, and this is because temporary and daily workers are included in
the statistics, and Korea has a high proportion of temporary and daily
workers. All in all, it can be said that job stability in Korea is lower than
it is in advanced countries.
When estimating job stability through average tenure, care must be
taken since an aging population may cause average tenure to increase,
even though there is no change at all to job stability. To address this
potential discrepancy, we compared the average tenures of regular male
workers in different age groups. As can be seen in [Figure I-15], for
those into their early 40s, average tenure increased significantly between
1985 and 1995, but remained almost stagnant between 1995 and 2005.
Meanwhile, for those in their late 40s and early 50s, average tenure
continued to increase after 1995. Quite interestingly, for those in their
late 20s and early 30s, average tenure has actually decreased slightly.
<TABLE I-27> AVERAGE TENURE IN ADVANCED COUNTRIES (2000)
Denmark

Sweden

France

Germany

Japan

UK

US

8.3

11.5

11.1

10.5

11.6

8.2

6.6

Source: Auer and Cazes (2003), Employment Stability in an Age of Flexibility: Evidence from
industrialized countries, ILO.
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[FIGURE I-15] AVERAGE TENURE FOR REGULAR MALE WORKERS BY AGE

Source: Raw data from the Ministry of Labor, Wage Structure Survey.

Another indicator that measures the stability of relations between
employers and employees is the ‘job retention rate.’ The job retention
rate looks at what percentage of employees remain at their jobs after a
period of t years. The 5-year job retention rates presented in <Table I28> show that the job retention rate for men has not changed
significantly over the years.11 Although there was a large drop in the job
retention rate between 1995 and 2000 when the financial crisis occurred,
the job retention rate recovered to the earlier level of 55% between 2000
and 2005. Meanwhile, the job retention rate for women has continuously
risen throughout the years.
Age and average tenure are two factors that can greatly impact job
retention rates, so these two variables should be controlled if we want an
accurate understanding of job stability in the Korean labor market. In
11

Because the Wage Structure Survey is not a panel survey, it is not possible to calculate the exact
job retention rate with this data. But with information on average tenure, it is possible to
calculate an estimation of the job retention rate. More information related to this can be found
in Hall, R.(1982), “The Importance of Lifetime Jobs in the U.S. Economy”, American
Economic Review 71(3), pp.475~482; Jeong, J.(1999), Study on Job-to-Job Movement in Korea, PhD
Dissertation, Seoul National University.
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<TABLE I-28> JOB RETENTION RATE TRENDS
(Unit: %)

1985~1990

1990~1995

1995~2000

2000~2005

Men

53

55

45

55

Women

21

26

30

35

Source: Raw data from the Ministry of Labor, Wage Structure Survey.

[FIGURE I-16] 5-YEAR JOB RETENTION RATE FOR MALE REGULAR WORKERS BY
AVERAGE TENURE

Source: Raw data from the Ministry of Labor, Wage Structure Survey.

this context, [Figure I-16] provides a comparison of job retention rates
by length of average tenure in each 5-year time period. We can see that
the job retention rate generally increases with longer average tenures, but
then starts to decrease once the average tenure hits 20 years, after which
people start to enter retirement. For men, the job retention rate between
1990 and 1995 was very high, while from 1995 to 2000, it dropped
sharply due to economic conditions following the financial crisis. The
job retention rate for men has risen since 2000, but it has not yet
returned to pre-crisis levels.
According to our analysis of various job stability indicators, although
labor market flexibility may be improving somewhat in Korea, job
stability has not been declining steeply, at least for regular workers. At
the same time, however, the upward trend for regular worker average
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tenure has remained stagnant since the late 1990s, and the 5-year regular
male worker job retention rate by average tenure is lower than in the early
1990s. These facts indicate that change is happening, and that this change
will differentiate Korea’s current labor market from that of the early 1990s.

I.8 Reasons for and the Persistence of Unemployment
Information on joblessness is very important for employment policies.
This section examines the causes for job loss, the degree of persistence
of joblessness, and the process from job loss to reemployment. First, if
<TABLE I-29> REASONS

FOR UNEMPLOYMENT IN UNEMPLOYED MEN WITH
PREVIOUS JOBS (2006)

(Unit: %)

Resignation - Resignation - Indiscriminate
personal
discontent
layoff

15~29

30~49

50~64

Middle school or
lower
High school
graduate
College graduate
or higher
Middle school or
lower
High school
graduate
College graduate
or higher
Middle school or
lower
High school
graduate
College graduate
or higher
All

Selective
layoff

21.31

45.36

29.51

3.83

25.13

49.42

22.30

3.14

31.37

47.23

18.08

3.32

13.29

11.99

71.47

3.24

13.81

28.02

51.78

6.39

17.20

28.44

48.02

6.35

17.21

7.97

66.43

8.39

18.05

12.52

61.33

8.10

20.18

11.40

57.89

10.53

18.51

30.05

45.94

5.51

Note: Job loss can occur in the form of voluntary resignation or involuntary lay-offs. ‘Resignation
– personal’ is when a person resigns for personal reasons that relate to the individual, family,
childcare, domestic care, physical disability etc. as set forth in the Economically Active Population
Survey. ‘Resignation - discontent’ is when someone resigns out of discontent from work conditions
(time, compensation etc.). ‘Selective layoff’ refers to honorary retirement, early retirement
and managerial layoffs, and ‘Indiscriminate layoff’ refers to any other type of layoff.
Source: Raw data from the National Statistical Office, Economically Active Population Survey, 2006.
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we take a look at the ratio of those who are voluntarily and involuntarily
unemployed among all unemployed persons who previously held jobs, in
2006, 49% of the unemployed men with previous jobs were in a state of
voluntary unemployment, while 51% were in a state of involuntary
unemployment. For women, the rate of voluntary unemployment was
much higher at 61%.
By age group, discontent was cited by the largest number of youths as
their reason for leaving their job; the most dominant reason for adults
and older adults leaving their jobs was being laid off as contracts expired
and factories closed their doors. In terms of education level, the ratio of
voluntary unemployment grew as education levels got higher, while those
with lower levels of education tended more to be unemployed involuntarily.
<TABLE I-30> REASONS

FOR UNEMPLOYMENT IN UNEMPLOYED WOMEN WITH
PREVIOUS JOBS (2006)

(Unit: %)

Resignation - Resignation - Indiscriminate
personal
discontent
layoff
Middle school or
lower
High school
15~29
graduate
College graduate
or higher
Middle school or
lower
High school
30~49
graduate
College graduate
or higher
Middle school or
lower
High school
50~64
graduate
College graduate
or higher
All

Selective
layoff

44.00

48.00

8.00

0.00

30.45

47.79

18.90

2.86

35.60

48.91

11.41

4.08

25.63

12.26

58.22

3.90

22.74

27.52

43.68

6.07

33.51

21.81

39.89

4.79

16.25

8.26

62.53

12.95

28.45

13.79

51.72

6.03

0.00

33.33

33.33

33.33

27.30

33.53

34.16

5.00

Source: Raw data from the National Statistical Office, Economically Active Population Survey, 2006.
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[FIGURE I-17] RATIO OF INVOLUNTARY UNEMPLOYMENT AMONG UNEMPLOYED
PERSONS WITH PREVIOUS JOBS

(Unit: %)

All

Men

Women

Source: Raw data from the National Statistical Office, Economically Active Population Survey.

[Figure I-17] provides a time series for job loss reasons given by
unemployed persons who previously held jobs. A comparison of the
periods before and after the financial crisis shows that a huge change
occurred in the reasons these people gave for their unemployment. In
the mid-1990s, involuntary unemployment was found in less than 30%
of the unemployed with previous work experience, but because of the
financial crisis, in 1998 this figure rose to almost 80%. As the economy
recovered, the percentage of involuntary unemployment for previously
employed persons dropped down to 40% in 2002, but then it climbed
back up above 40% and has stayed at that level since. This trend holds
true for both men and women, for all age groups and for people with all
levels of education.
The persistence of unemployment can be analyzed through data on
job search duration for the unemployed. The Economically Active Population
Survey says that the average job search for an unemployed person in
Korea took 2.76 months in 2006. An international comparison of the
proportion of long-term unemployed tells us that this job search
duration is relatively short. In Korea, among all unemployed persons, the
percentage of long-term unemployed that have been jobless for 6
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months and longer is only 12% for men and less than 10% for women,
while 1% of both men and women have been jobless for 12 or more
months. Meanwhile, the OECD average ratio for long-term unemployed
who have been jobless for 6 months or more is a much higher 45.9%.
<TABLE I-31> JOB SEARCH DURATION FOR UNEMPLOYED MEN (2006)
(Unit: %)

1
month

2~3
months

4~5
months

Middle school or lower
15~29 High school graduate
College graduate or higher

44.07
40.37
29.93

33.58
35.34
35.87

12.02
14.57
18.34

9.77
9.29
13.71

0.57
0.42
2.16

Middle school or lower
30~49 High school graduate
College graduate or higher

42.94
35.33
30.43

35.24
34.81
36.34

14.11
16.00
15.81

7.21
11.77
16.26

0.49
2.09
1.15

Middle school or lower
50~64 High school graduate
College graduate or higher

45.95
38.58
25.82

32.46
35.60
33.70

11.49
16.09
21.37

8.57
9.73
18.38

1.52
0.00
0.73

37.36

35.04

15.31

11.11

1.18

All

6~11 12 months
months or more

Source: Raw data from the National Statistical Office, Economically Active Population Survey, 2006.

<TABLE I-32> JOB SEARCH DURATION FOR UNEMPLOYED WOMEN (2006)
(Unit: %)

1
month

2~3
months

4~5
months

6~11 12 months
months or more

Middle school or lower
15~29 High school graduate
College graduate or higher

65.62
44.20
29.05

31.53
35.54
33.65

2.85
11.69
18.05

0.00
7.68
16.95

0.00
0.88
2.30

Middle school or lower
30~49 High school graduate
College graduate or higher
Middle school or lower
50~64 High school graduate
College graduate or higher

53.15
48.89
40.80
48.72
53.36
74.83

30.96
32.21
32.11
36.19
34.75
25.17

10.48
10.65
14.83
9.99
6.09
0.00

5.41
7.77
11.80
4.42
5.79
0.00

0.00
0.48
0.46
0.67
0.00
0.00

All

44.30

33.91

12.09

8.81

0.88

Source: Raw data from the National Statistical Office, Economically Active Population Survey, 2006.
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Most unemployed persons in Korea - 72% of the men and 78% of the
women - find jobs within 3 months. Unemployed persons may find a
new job, or they may give up on their job search and be classified as part
of the economically inactive population. By age, while there is not much
difference in the ratio of long-term unemployed for men in the different
age groups, for women, the ratio of long-term unemployed is higher in
the older age groups. Education levels, however, are very closely related
to the ratio of long-term unemployed. For both men and women, the ratio
of long-term unemployed is higher in groups with higher levels of education.
[Figure I-18] shows us that the current ratio of long-term unemployed
among all unemployed persons is 11%, which is much lower than in the
past. In 1986, the ratio of long-term unemployed, who had been jobless
for 6 months or more, among all unemployed persons was more than
20%, and more than 5% of the unemployed had been without jobs for
12 months or more. An economic boom in the late 1980s brought down
[FIGURE I-18] AVERAGE DURATION OF UNEMPLOYMENT
LONG-TERM UNEMPLOYED

AND THE RATIO OF

Average unemployment duration (left-side axis)
Ratio of persons unemployed for 6 months or longer

Source: Raw data from the National Statistical Office, Economically Active Population Survey, 2006.
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[FIGURE I-19] PROBABILITY OF MOVING FROM UNEMPLOYED
STATUS (ANNUAL AVERAGE OF MONTHLY DATA)

TO EMPLOYED

Source: Raw data from the National Statistical Office, Economically Active Population Survey.

the long-term unemployed ratio considerably, but economic difficulties
in the early 1990s caused the ratio to rise again. The financial crisis once
again pushed up the ratio of long-term unemployed in 1999, but with
economic recovery, the ratio dropped sharply and has been quite stable
since 2004. The trend for the average job search duration of the
unemployed is quite similar to that of the long-term unemployed.
The ratio of long-term unemployed is influenced by the probability of
a person to enter into either employment or the economically inactive
population. The average duration of unemployment and the ratio of
long-term unemployed could fall if the unemployed move more quickly
to search for jobs. The ratio of long-term unemployed could also fall if
more people give up their job search after being ‘discouraged by
unemployment.’ What exactly happened after the mid-1990s? [Figure I19] and [Figure I-20] provide some hints. [Figure I-19] gives us
information on the probability in each year for an unemployed person to
gain employment in one month’s time. Here, there is not much change
after the mid-1990s. Meanwhile, [Figure I-20] tells us about the probability
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[FIGURE I-20] PROBABILITY OF MOVING BETWEEN UNEMPLOYED AND ECONOMICALLY
INACTIVE STATUS (ANNUAL AVERAGE OF MONTHLY DATA)

Source: Raw data from the National Statistical Office, Economically Active Population Survey.

of an unemployed person to give up their job search and join the
economically inactive population within one month’s time. We can see
here that this probability increased greatly after the mid-1990s. It can
therefore be inferred that the decline in the ratio of long-term
unemployed is closely related to ‘discouraged unemployment.’

I.9 Labor Market Participation of Older Adults
The labor force participation of older adults is higher for Korean men
than for men in other advanced countries. As of 2006, the labor force
participation rate for Korean men between the ages of 55 and 64 was 74.9%,
which is considerably higher than the OECD average of 66.3%.12 Of the
OECD countries, only Sweden, New Zealand, Iceland, Japan, Switzerland
and Mexico had higher rates of labor force participation for older men than
Korea. In contrast, the labor force participation rate of Korean women aged
55 to 64 is 47.0%, which is close to the OECD average of 45.0%.

12

Refer to the annex of the OECD’s Employment Outlook, 2007.
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[FIGURE I-21] LABOR FORCE PARTICIPATION RATE TREND FOR OLDER MEN

Source: National Statistical Office, Economically Active Population Survey

For the past 20 years, the labor force participation for older adults in
Korea has developed as follows. For men, the participation rate peaked
in the mid-1990s, and dropped sharply with the financial crisis. Even
since the economy fully recovered from the crisis, the labor force
participation rate for older men has not returned to mid-1990s levels. As
shown in [Figure I-21], the higher the age bracket, the greater the
difference between pre- and post-crisis participation rates. Meanwhile,
[Figure I-22] provides information on the trend for the participation of
older women, and here too the financial crisis clearly caused a decrease
in this group’s participation rate. A noticeable fact for older women is
that, since the crisis, the participation rate gap between women in their
early 50s and those in their late 50s has gradually been widening.
One reason for the fall in labor force participation rates of older adults
is that the gains from participating in economic activities are shrinking.
Older adults are usually forced to work in conditions that are quite
inferior to those for adult workers, as is reflected in [Figure I-23] which
sets forth the ratio of non-regular workers among all wage workers in
each age bracket.13 For men, the ratio of non-regular workers for those
13

‘Non-regular workers’ refers to those determined by the Additional Survey to the Economically Active
Population Survey which was conducted on the basis of a Tripartite agreement on the definition
of ‘non-regular workers’. A detailed discussion can be found in Ahn, J. et al (2002), NonStandard Work and Policy Suggestions, KLI.
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[FIGURE I-22] LABOR FORCE PARTICIPATION RATE TREND FOR OLDER WOMEN

Source: National Statistical Office, Economically Active Population Survey

[FIGURE I-23] RATIO

OF NON-REGULAR WORKERS BY AGE GROUP (MEN VS.
WOMEN)

Source: Raw data from the National Statistical Office, Additional Survey to the Economically Active
Population Survey, 2006.
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in their late 20s to those in their late 40s is relatively stable, but starts to
grow for the early 50s group, and jumps sharply for the late 50s and early
60s groups. For women, there is a big jump in the non-regular worker
ratio from the early 30s to the late 30s, and then again for the late 50s.
Since data on ‘non-regular workers’ is only available in post-crisis data,
to gain a longer-term perspective, we must resort to a comparison based
on worker status that classifies workers as regular, temporary or daily
workers. In 2006, the probability that an adult man would be employed
as a regular worker was 70%, whereas the probability for an older adult
man to be employed as a regular worker was 13 percentage points lower
at 57%. [Figure I-24] sets forth a long-term time series of the probability
that male workers in different age groups will be employed as regular
workers. The probability for any male worker to be employed in regular
work did drop in general, but while the probability for adults fell slightly,
the probability for young adults and older adults decreased significantly.
From the labor demand perspective, there may have been a change in
demand for regular workers that favored adult workers over older adult
workers, while from the labor supply perspective, there may have been
less incentive for older adults to participate in the labor force since the
[FIGURE I-24] RATIO

OF REGULAR WORKERS AMONG ALL MALE WORKERS BY
AGE GROUP

Source: Raw data from the National Statistical Office, Economically Active Population Survey.
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probability for them to be employed in decent jobs had fallen. These
factors may have contributed to the drop in the labor force participation
by older adults.
Older adults face retirement for health reasons that accompany
advanced age, and also because of the institution of retirement itself. The
retirement age differs according to the individual, and it is rather difficult
to get an objective idea of the average retirement age through surveys, as
survey responses always reflect the respondents’ subjective views. For
this reason, this section defines ‘retirement age’ as the age when the labor
force participation rate first falls to 50% or lower. With this definition,
we can see from [Figure I-25] that the retirement age for men in 2006
was 69. Meanwhile, for women, it was 57.
A time series for retirement age show us that retirement for men has
remained stable over the past 20 years. For women, however, the
retirement age rose swiftly until the early 1990s, but has since been falling.
Retirement age will mostly likely be determined by the amount of
accumulated assets available for life after retirement, and the level of wage
and working conditions in the senior labor market. As retirement funds
[FIGURE I-25] RETIREMENT AGE FOR MEN AND WOMEN (50% CRITERIA)

Source: Raw data from the National Statistical Office, Economically Active Population Survey.

Ⅰ. Employment

63

[FIGURE I-26] RETIREMENT AGE FOR MEN BY EDUCATION LEVEL

Source: Raw data from the National Statistical Office, Economically Active Population Survey.

and a person’s worth in the labor market will probably be closely related
to the person’s level of education, a look into retirement age by
education level would be merited. The results are shown in [Figure I-26]
which shows that retirement age comes earlier for those with higher
levels of education, and later for those with lower levels. A considerable
gap exists among the groups by educational level, as college graduates
retire at 63, but high school graduates retire at 69 and those with
education levels of middle school and lower retire at 70. To prepare as a
society for the aging of the population, we need to come up with
incentives for those with higher levels of education to continue their
participation in the labor force, and this would require the elimination of
the barriers that seniors face in participating in the labor market.

I.10 Influence of Foreign Labor on the Labor Market
Korea’s low-skilled foreign worker system has changed several times
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over the years.14 Since the introduction of the Industrial Trainee System
in November 1993, the foreign worker system in Korea has developed
from a trainee employment system, to an employment management
system, and finally to the work permit system in August 2004. Initially,
the work permit system was implemented in parallel with the industrial
trainee system, but from 2007, the industrial trainee system has been
fully integrated into the work permit system. 2007 also brought about the
introduction of the ‘working visit’ program for overseas Koreans, so as
of 2007, Korea’s low-skilled foreign workers either fall under the work
permit system or the working visit program.
Low-skilled foreign workers are only allowed to seek employment in
limited sectors. Those working under the work permit system are
allowed to work in manufacturing (for companies with 300 or fewer fulltime workers or with 8 billion won or less in capital), construction (for
SOC projects with a total construction budget of 30 billion won or more
and for rental housing construction projects or housing projects
supported by the national housing fund), services (in refrigerated
warehousing and wholesale of recycling materials), coastal and inshore
fishing, fish hatcheries and fish farms, services incidental to fishing, and
agriculture and the farming of animals. Those coming to Korea to work
under the working visit program can work in sectors proscribed by the
‘special case’ work permit system (sectors allowed by the work permit
system andinclude social work activities, restaurants, private nursing, and
work in private households) and in some other services.
<Table I-34> provides a look at the trend of foreign workers in
Korea from 1987 to November 2007 according to visa type. In
December 1987, there were only 6,000 foreign workers in Korea, but as
the shortage in manufacturing workers deepened, the number rose
steadily. Initially, because there was no legal way to bring low-skilled
foreign workers into Korea, the number of illegal immigrants continued
14

Foreign worker systems can be divided into those that focus on ‘professional workers’ and those
that center upon ‘low-skilled workers’. The entry visa type would be one way of distinguishing
between the two categories. Professional foreign worker visa categories are for professors [E-1],
foreign language teachers [E-2], researchers [E-3], special technology instructors [E-4], special
occupations [E-5], artists and entertainers [E-6] and particular occupations [E-7], while lowskilled foreign worker visa categories are for technical trainees [D-3], training employment [E-8]
for workers and for non-professional employment [E-9] of foreigners entering Korea through the
work permit system.
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<TABLE I-33> DEVELOPMENTS

IN

KOREA’S

LOW-SKILLED FOREIGN WORKER

SYSTEM

Date

Developments

1991. 11
1993. 11
2000. 4
2002.
2002. 11
2004.

8

2007.

1

2007.

3

○ Introduction of industrial trainee system for companies with overseas
investments
○ Introduction of the industrial trainee system
○ Implementation of the trainee employment system [2 years of
training + 1 year of employment]
○ Changes to the trainee employment system [1 year of training + 2
years of employment]
○ Introduction of the employment management system [domestic
employment of overseas Koreans]
○ Implementation of the work permit system
- Existing employment management system is integrated into the
work permit system as a ‘special case’ system
○ Industrial trainee system is integrated into a unified work permit
system
○ Implementation of the working visit program
- ‘Special case’ work permit system is expanded to allow the
employment of all overseas Koreans, regardless of whether they
have relatives in Korea

to increase. The introduction of the industrial trainee system in 1994
brought about a supply of low-skilled foreign workers, but this supply
was not nearly enough to meet the market demand, so the number of
illegal immigrants continued to increase sharply. In 2003, as the ratio of
illegal immigrants to the total number of foreign workers rose to 79.8%
and the foreign worker market veered way off the normal course, the
government implemented measures to legalize illegal immigrants
according to the length of their stay in Korea. Immediately after this
measure, the ratio of illegal immigrants to foreign workers dropped
significantly to 35.5%, but it continued to rise afterwards.
As of November 2007, it is estimated that the number of foreign workers
in Korea, excluding those in Korea on working visits, amount to approximately
395,000 persons. Of these, 183,048 (46.5%) are legal immigrants who
have been issued work visas, and 201,457 (51.3%) are illegal immigrants.
According to visa type, 127,473 (69.6%) are non-professional workers,
21,328 (11.7%) are in Korea on training employment visas (E-8),
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<TABLE I-34> FOREIGN WORKERS BY VISA TYPE AND IMMIGRATION STATUS
(Unit: persons, %)

1987. 12
1988. 12
1989. 12
1990. 12
1991. 12
1992. 12
1993. 12
1994. 12
1995. 12
1996. 12
1997. 12
1998. 12
1999. 12
2000. 12
2001. 12
2002. 12
2003. 12
2004. 12
2005. 12
2006. 12
2007. 11

All foreign
workers

Work visa

6,409(100.0)
7,419(100.0)
14,610(100.0)
21,235(100.0)
44,850(100.0)
73,868(100.0)
66,919(100.0)
81,824(100.0)
128,906(100.0)
210,494(100.0)
245,399(100.0)
157,689(100.0)
217,384(100.0)
285,506(100.0)
329,555(100.0)
362,597(100.0)
388,816(100.0)
421,641(100.0)
345,579(100.0)
425,107(100.0)
393,331(100.0)

2,192(34.2)
2,403(32.4)
2,474(16.9)
2,833(13.3)
2,978( 6.6)
3,395( 4.6)
3,767( 5.6)
5,265( 6.4)
8,228( 6.4)
13,420( 6.4)
15,900( 6.5)
11,143( 7.1)
12,592( 5.8)
19,063( 6.7)
27,614( 8.4)
33,697( 9.2)
200,039(51.5)
196,603(46.6)
126,497(36.6)
194,195(45.6)
183,048(46.5)

Trainee visa
Overseas
invested
Industrial Illegal immigrant
company
trainee
trainee
4,217(65.8)
5,007(67.6)
12,136(83.1)
18,402(86.7)
41,877(93.4)
4,945( 6.7)
65,528(88.7)
8,644(12.9)
54,508(81.5)
9,512(11.6) 18,816(23.0)
48,231(58.9)
15,238(11.8) 23,574(18.3)
81,866(63.5)
29,724(14.1) 38,296(18.2)
129,054(61.3)
32,656(13.3) 48,795(19.9)
148,048(60.3)
15,936(10.1) 31,073(19.7)
99,537(63.1)
20,017( 9.2) 49,437(22.7)
135,338(62.3)
18,504( 6.5) 58,944(20.6)
188,995(66.2)
13,505( 4.1) 33,230(10.1)
255,206(77.4)
14,035( 3.9) 25,626( 7.1)
289,239(79.8)
11,826( 3.0) 38,895(10.0)
138,056(35.5)
8,430( 2.0) 28,125( 6.7)
188,483(42.7)
6,142( 1.8) 32,148( 9.3)
180,792(52.3)
5,831( 1.4) 38,187( 9.0)
186,894(44.0)
4,493( 1.1)
4.333( 1.1)
201,457(51.3)

Notes: 1) Legal immigrant status work visa holders = non-professional workers (E9) + professional
workers (E1~E7,E10) + training employment (E8) visa holders.
2) As of the end of November 2007, the number of illegal immigrants does not include
those who are not economically active (15 years or younger and 61 years and older;
21,436 persons).
3) As of the end of November 2007, the 205,857 workers on working visits (H-2) are not
included in the number of legal immigrants.
Source: Ministry of Justice.

and the remaining 34,247 (18.7%) are in Korea on professional worker
visas (including vessel crew).
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Overseas Koreans who have been working in Korea through the
working visit program implemented from March 4, 2007 are not
included in <Table I-34>. 93,708 workers entered Korea on working
visit visas (H-2) in June 2007, and this number skyrocketed to 161,514 in
September 2007, 228,448 in December 2007, and 249,556 in January
2008. As almost all overseas Koreans who entered Korea on working
visit visas are currently employed, we can estimate the total number of
Korea’s employed foreign workers at being close to 650,000.
The inflow of professional foreign workers has not been so active.
<Table I-35> sets forth the number of foreign workers in Korea for
each visa type. Here, professional workers are those with E-1 (professor)
to E-7 (particular occupation) visa types. More discussion is probably
needed on the exact scope of the concept of a professional worker, but
usually qualifications play an important part in the definition of a
professional worker.15 As can be clearly seen from this table, the largest
<TABLE I-35> LEGAL IMMIGRANTS ON WORK VISAS (E1 ~ E10)

Special technology
instructors (E-4)

Special
occupations(E-5)

Artists and
entertainers (E-6)

Particular
Occupations (E-7)

Training
Employment (E-8)

Non-professional
employment (E-9)

1,344
(0.7)
1,154
(0.6)
1,084
(0.9)
939
(0.5)

17,615
(9.6)
14,806
(7.6)
12,296
(9.7)
11,072
(5.7)

2,291
(1.3)
2,076
(1.1)
1,738
(1.4)
1,569
(0.8)

174
(0.1)
156
(0.1)
193
(0.1)
185
(0.1)

397
(0.2)
342
(0.2)
286
(0.2)
288
(0.2)

3,038
(1.7)
3,189
(1.6)
3,268
(2.6)
2,821
(1.4)

6,753
(3.7)
5,527
(2.8)
4,412
(3.5)
3,432
(1.7)

21,328
(11.7)
51,517
(26.5)
50,703
(40.1)
48,937
(25.0)

127,473
(69.6)
115,122
(59.3)
52,305
(41.3)
126,421
(64.6)

Vessel crew
(E-10)

Researchers
(E-3)

Dec. 183,048
’07 (100)
Dec. 194,195
’06 (100)
Dec. 126,497
’05 (100)
Dec. 195,664
’04 (100.0)

Foreign language
Teachers (E-2)

All

Professors
(E-1)

(Unit: person, %)

2,635
(1.4)
307
(0.2)
212
(0.2)
-

Source: Ministry of Justice internal data.
15

In general, professional workers are usually classified as such on the basis of their education
background, professional experience and qualifications, but in some cases, as in the case of
Singapore, market wage is used as the criteria for determining a worker to be a professional.
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[FIGURE I-27] FOREIGN WORKERS, SHORTAGE IN MANUFACTURING LABOR AND
SHORTAGE RATES

Source: Labor shortage statistics from the Ministry of Labor, Labor Demand Trend Survey.

contingent of professional workers in Korea is the foreign language
teacher group. As of the end of November 2007, the number of foreign
language teachers reached 17,615. There are 1,355 foreign professors
working in Korea, and there are also 3,038 artists and entertainers. The
visa statuses that most closely match the concept of a professional would
be the researcher category (E-3) and the particular occupation category
(E-7), and currently, there are 2,291 and 6,753 persons in Korea on these
visas, respectively.
The continuous influx of foreign labor has contributed substantially to
alleviating the shortage in unskilled workers in the manufacturing sector.
[Figure I-27] shows trends in the influx of foreign workers since 1987
together with data on the size and rate of the labor shortage in the
manufacturing industry. Statistics on the size of the labor shortage in the
manufacturing industry and the shortage rate are aggregates of figures
included in the Ministry of Labor’s Labor Demand Trend Survey on
manufacturing-related positions and manual labor positions at companies
with fewer than 300 workers in all industries. Figures on labor shortages
are only provided until 2003 because the Ministry of Labor’s occupational
classification matrix was revised after that year. As seen in [Figure I-27],
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as the shortage of manufacturing labor intensified, more foreign workers
entered Korea, and throughout the 1990s, the size and rate of labor
shortages continued on a downward trend. Of course, this trend was
partly helped by a reduced demand for workers due to a continuous
decrease in the ratio of manufacturing jobs in overall employment and by
progress in the automatization and rationalization of business operations,
but the large influx of foreign workers was definitely the most important
factor in the alleviation of the labor shortage.
The fact that the labor shortage has been alleviated with growth in the
numbers of unskilled foreign workers shows us that foreign workers are
very helpful in solving the labor shortage in Korean manufacturing. It
also shows us that the primary means of resolving the labor shortage in
manufacturing has been through the introduction of foreign labor.
However, the effect of foreign labor does not stop there. Foreign
labor generates both costs and benefits. The benefits include the
alleviation of labor shortage, economic growth and the ensuing creation
of jobs, and such social effects as the knowledge that we gain from
multiracial and multicultural experience, as well as the heightening of
Korea’s international image. In terms of costs, there are the negative
aspects of foreigners replacing Koreans in more jobs, and a potential
deterioration of working conditions. There is also the added social cost
of having to manage and support foreign workers during their stay in
Korea. The extent of these benefits and costs will differ according to the
structure of the labor market, the characteristics of the foreign worker
policy, and the efficiency of institutions that minimize the social costs.
One important facet of costs and benefits of foreign workers is that the
beneficiaries and the cost-bearers may not be the same persons. In sum,
we should explore institutional measures that take all aspects of benefits
and costs into consideration, while effectively minimizing costs.
Now, if we look only at the effect of foreign labor inflow on the labor
market itself, we can see that immigrant workers are reflected in the
supply side of the labor market. In a single labor market, when the
supply of unskilled workers increases as workers migrate from overseas,
both wages and the level of employment of unskilled workers in the host
country start to fall. In other words, as wage levels fall below the
reservation wage, workers start leaving the market, and those who
remain receive even lower wages. However, for positions that Koreans
avoid that have been filled with foreign workers, this effect will probably
be minimal.
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If all foreign workers were to leave Korea, would Korean workers fill
those jobs? The answer would shift with the shape of the demand and
supply curves, and would also depend on labor market policies and
measures, such as the application of minimum wage laws to foreign
workers.
The labor market effect of foreign labor has been studied quite
extensively in other countries, but not as much in Korea, due to rather
limited access to data. Some surveys do indicate that foreign workers
complement Korean workers in the same occupations, and while there
may be some degree of labor replacement by foreign workers, it is quite
limited. However, there are some sectors, such as construction and certain
service industries, where foreign workers have pushed Koreans out of jobs.
Overall, because foreign workers entering Korea under the work
permit system have limited labor mobility and are employed mostly in
the manufacturing sector, the replacement effect by these workers in the
labor market is quite small. Overseas Koreans entering Korea through
the working visit program, however, are employed more in construction
and services and have full labor mobility, and are therefore more likely to
compete with Korean workers for jobs.
Changes in demographics and in the structure of the manufacturing
labor market point to a need for more foreign workers. [Figure I-28]
shows us how the age structure has changed in Korea’s manufacturing
labor market over the past 20 years. If this trend continues, we will need
foreign workers to replace Korean workers in certain areas of the labor
[FIGURE I-28] CHANGES IN THE AVERAGE AGE FOR MANUFACTURING AND MANUAL
WORKERS BY INDUSTRY
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market, as Korea’s population ages. This will require foreign workers not
to simply fill vacant jobs but to play a part as a link in the chain of skills
needed in particular industries. Our major task will therefore be to
harmonize the need to introduce more foreign workers with appropriate
skills, while ensuring that the number of foreign workers does not
encroach upon the labor market for Koreans.
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II.1 Wages and Productivity
Every year, labor and management clash during wage bargaining over
appropriate level of wage increase this section looks at figures on wage
levels and changes and the relationship between wage and productivity,
from 1985 to the present.
All wage and productivity statistics will naturally have certain limitations
of and survey coverage and its questions, but in our time series analysis
of wage and productivity, we believe that it is reasonable to utilize data
processed from the wage statistics provided in the Ministry of Labor’s
Monthly Labor Survey, and the productivity statistics from the Bank of
Korea’s National Accounts and the National Statistical Office’s Economically
Active Population Survey.

Changes in wage levels
For all non-agricultural private sector, the annual average rate of wage
increase (22-year simple average) between 1985 and 2006 was a relatively
high 10.6%. A detailed examination by period reveals that a slowdown in
economic growth was accompanied by a gradual decrease in the rate of
wage increase. For instance, the wage increase rate up until the mid1990s was in the double digits, but fell below 10% after the financial
crisis. Since 2004, the wage increase rate has stabilized at around 6%.
As for each wage component’s contribution to the overall rate of wage
increase, salary, bonuses and overtime pay, in this order, contributed
most to the increase in wage levels, with some variations by period.16 In
1999, immediately after the financial crisis, bonuses that had been cut
temporarily were reinstated, resulting in an unusually high contribution
rate for bonus payments in the overall wage increase. Since 2000, wage
increases have gone back to normal, with salary leading the way,
followed by bonus payments and overtime pay.
In manufacturing, the annual wage increase rate (a simple average over
22 years) from 1985 to 2006 was also a relatively high 11.5%, and here
too we can see that by period, the wage increase rate gradually decreased.
Particularly in 1998, when the financial crisis was at its peak, the wage
16 The ‘contribution rate’ for each wage component (i.e. salary, overtime pay, bonuses) is the ratio
that the increase/decrease of each wage component accounts for as a percentage of the
increase/decrease of the total wage.
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increase rate was -3.1%, impacted by the fall in bonus payments and
overtime pay. Turning our attention to productivity, we see that the nominal
productivity increase rate allows comparison with the nominal wage
<TABLE II-1> TRENDS IN WAGE AND PRODUCTIVITY INCREASE RATES
(Unit: %)

1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
1985~2006
1986~1990
1991~1995
1996~2000
2001~2006

All non-agricultural industries
Wage increase
Productivity
rate
increase rate
9.2
5.4
8.2
12.9
10.1
10.6
15.5
13.9
21.1
8.4
18.8
15.3
17.5
14.9
15.2
11.2
12.2
12.0
12.7
11.9
11.2
13.5
11.9
9.2
7.0
7.3
-2.5
8.3
12.1
4.9
8.0
3.8
5.6
4.6
11.6
6.2
9.4
6.1
6.5
5.7
6.4
2.8
5.6
3.1
10.6
8.7
14.8
12.2
13.8
12.7
7.3
6.7
7.5
4.7

Manufacturing industry
Wage increase
Productivity
rate
increase rate
9.9
5.9
9.2
13.7
11.6
6.1
19.6
14.6
25.1
2.6
20.2
12.0
16.9
16.7
15.7
14.5
10.9
20.2
15.5
17.4
9.9
17.6
12.2
10.2
5.2
12.0
-3.1
20.3
14.9
7.9
8.5
6.7
6.3
1.0
12.0
7.4
8.8
5.3
9.9
15.1
7.8
4.5
5.6
4.2
11.5
10.7
17.1
9.8
13.8
17.3
7.5
11.4
8.4
6.2

Note: Wage data collected from non-agricultural private businesses with 10 or more regular workers.
Productivity data calculated on the basis of nominal GDP per person employed in nonagricultural industries.
Source: Ministry of Labor, Report on Monthly Labor Survey, raw data from the National Statistical
Office, Economically Active Population Survey, and the Bank of Korea, National Accounts.
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increase rate. The figures also show that the productivity increase rate is
falling gradually. Although the annual average wage increase rate from
1985 to 2006 was higher than the productivity increase rate, we cannot say
definitively that the wage increase rate greatly exceeded the productivity
increase rate during these years. The reason is that while productivity
statistics are collected from all employed persons, wage statistics are only
collected from regular workers in businesses with 10 or more regular
workers - a group that has a relatively higher wage increase rate.

Relationship between the wage increase rate and the productivity
increase rate
The appropriateness of the rate of wage increase can be measured by
the gap between the wage increase rate and the productivity increase rate.
Labor, of course, focuses on ‘cost-of-living’ as the basis for their position
during wage negotiations, while management, naturally, chooses to emphasize
ability to pay. The most neutral approach would be a ‘productivity-wage
system.’
The logic behind the productivity-wage system is that when wage
increase rates are aligned with labor productivity increase rates, cost-push
inflation caused by wage increases will not occur, and since wages will
only increase at the degree of worker contribution, income distribution
will not further deteriorate.
Our analysis on the relationship between the wage increase rate and
the productivity increase rate is restricted to the manufacturing sector,
where the statistical data is more relevant. Since wage statistics are
collected and published on a per capita nominal basis instead of a per
hour basis, the relationship between wages and productivity is also
examined here on a per capita basis.
According to [Figure II-1], the wage increase rate changes with the
productivity increase rate. To calculate the rate of wage increase per 1%
increase in productivity, we performed a regression analysis on the yearly
data from 1985 to 2006. The result was that during this period, for every
1% increase in productivity, there was a 1% increase in wages.17 In other
words, in the mid- to long-run, the productivity elasticity of wages was 1,
17

A log-log model was used with the 1998 dummy variable added as an explanatory variable to
control the impact of the financial crisis.
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[FIGURE II-1] WAGE

INCREASE RATE AND PRODUCTIVITY INCREASE RATE
TRENDS (MANUFACTURING)

Note: Same as <Table II-1>
Source: Same as <Table II-1>.

telling us that wages increased at the same rate as productivity increased
during this period.

International Comparison of Wage-Productivity Increase
Rates
As examined above, although Korea’s wage increase rate is rather high,
it does not exceed the rate of increase for productivity. How, then, does
Korea compare with other countries in the world? And what is the
relationship between these variables? The following section tries to answer
these questions. Our analysis, however, does not utilize per capita nominal
figures due to limitations in available data, but uses man-hour based real
wage and productivity indicators in the manufacturing sector.18
18

This is different from the indicators comprising unit labor costs which reflect price
competitiveness. Unit labor cost is an average variable cost (AVC) that is calculated by dividing
nominal wage (or labor cost) by real productivity. Therefore price competitiveness in the
international market is determined by factors such as nominal labor cost, real labor productivity
and the US exchange rate. In relation to to other companies (or countries), a company’s (or a
country’s) labor competitiveness is higher when ① the labor cost (or wage) increase rate is lower, ②
the real labor productivity increase rate is higher, and ③ the speed of the country’s currency
depreciation is faster.
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<TABLE II-2> INTERNATIONAL COMPARISON OF WAGE AND PRODUCTIVITY
INCREASE RATES (MANUFACTURING)
(Unit: %)

1986~2006
1986~1990
1991~1995
1996~2000
2001~2006

Real wage
Korea Taiwan Japan
7.5
3.8
1.7
10.0
9.1
3.2
12.0
3.3
2.3
4.1
2.0
0.9
4.6
1.5
0.7

US
1.2
0.1
0.8
2.3
1.5

Real productivity
Korea Taiwan Japan
9.0
6.0
3.7
8.5
7.5
4.5
9.4
4.7
3.3
10.8
5.6
3.4
7.5
6.0
3.6

US
4.3
2.6
3.7
5.6
5.1

Note: Wage is defined by real hourly compensation cost.
Source: BLS (2006), International Comparisons of Manufacturing Productivity and Unit Labor
Cost Trends.

First, the rate of increase in real wages is considerably higher in Korea
than in other countries throughout all periods. The rate of increase in
real productivity is also slightly higher than in other countries for all
periods. Therefore, in Korea the increase rates for both wage and
productivity are higher than in other countries.
Next we will examine the relationship between wages and productivity
through the productivity elasticity of wage. This elasticity, or the rate of
wage increase for every 1% increase in productivity, can be calculated by
performing a regression analysis on the yearly data from 1985 to 2006.
The results show that Korea has an elasticity of 0.823, while Taiwan is at
0.611, Japan at 0.464 and the US at 0.309. This shows that wages and
productivity in Korea are more closely aligned than in other countries.

II.2 Wage Differentials by Firm Size
The next section responds to several questions about wage differentials
by firm size. How much do wages differ between companies of different
sizes? What causes these differences? What relationship does this wage
gap have with a gap in productivity?

Trends in wage differences by size of firm
Wage differences by firm size from the early 1980s to the current period
widened dramatically during the late 1980s and the early 2000s. Particularly
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[FIGURE II-2] TREND OF WAGE DIFFERENTIALS BY FIRM SIZE

Note: Firm size wage differential = Wage level of firms with 10-29 workers / Wage level of firms
with 500 or more workers.
Source: Ministry of Labor, Report on Monthly Labor Survey.

notable is that until the mid-1980s, there was very little difference in wage
levels at firms of different sizes. In fact, until the mid-1980s, wage differentials
by firm size were almost non-existent, with the wage levels in firms with
10 to 29 workers at about 90% of that in firms with 500 or more workers.
Since 2003, however, the wage level of workers in companies with 1029 workers has been at 60% of the level of wages at companies with 500
or more employees. Of course, this would not be an issue if this wage
differential actually mirrored the differences in productivity by firm size.

Analysis of the factors affecting differences in wages by
firm size
A detailed look into wages and other differences in working conditions
by firm size reveals the following characteristics.
First, the wage differential is much more pronounced in bonuses than
in salaries. Also, although there are almost no differences between firms
of different sizes in terms of working hours, the overtime pay differential
by firm size is quite significant. Second, we found that larger firm’s
workers had longer tenures, a higher ratio of college graduate workers,
and a higher ratio of male workers. Workers’ age, however, did not seem
to vary significantly in firms of different sizes. Third, the greatest
difference between smaller and larger firms was in the existence of a
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labor union. Among all employees in companies with 500 or more
workers, 69.0% worked in companies where unions were organized,
while only 7.0% of the workers in companies with 5 to 9 employees
worked in unionized companies.
What, then, are the factors that create the differences in wages by firm
size? To answer this question, we estimate a wage function that includes
some factors that influence wage levels: observable personal attributes of
individual workers (W), characteristics of the firm (F) and unionization
(U). Here, the dependent variable is set as the log value of hourly wage
(= monthly average total wage / monthly average working hours); the
explanatory variables are the personal attributes (W) of gender, educational
level, tenure, age and job classification, the company characteristics (F)
of industry and region, and the existence of unions (U).
<TABLE II-3> WAGE AND
(2006)

WORKING CONDITION DIFFERENCES BY FIRM SIZE

Bonus

Working hours

Age

Tenure

Ratio of college
graduates

Ratio of male workers

Ratio of worker in
unionized companies

5~9
workers
10~29
workers
30~99
workers
100~299
workers
300~499
workers
500 or more
workers
All

33

196

196.0

37.5

4.1

30.2

62.3

7.0

2,223 1,817

90

316

198.9

37.6

4.5

31.6

68.4

13.9

2,364 1,819 160

385

202.3

38.0

5.4

31.8

69.9

22.8

2,612 1,815 249

548

201.5

38.0

6.8

31.0

71.2

50.2

2,932 1,987 259

686

194.3

38.4

7.8

36.3

70.3

64.6

3,445 2,191 296

958

188.7

35.8

9.1

41.1

71.6

69.0

2,476 1,853 161

462

198.0

37.5

5.8

32.9

68.8

31.2

Salary

1,874 1,646

Total wage

Over- time pay

(Unit: 1,000 won/month, age in years, years, %)

Note: For companies with 5 or more regular workers.
Source: Ministry of Labor (2007), Report on Wage Structure Survey.
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On the basis of the wage function estimated with data from the
Ministry of Labor’s Wage Structure Survey, the following factors affect
wage differences by firm size.19 First, if observable personal attributes
are controlled, then the firm size wage differential shrinks by about 30%.
This implies that around 30% of the firm size wage differential can be
explained by the difference in personal attributes of workers in
companies of different sizes. Meanwhile, the factors of industry, region,
and other company characteristics had almost no influence on the firm
size wage differential. When unionization is also considered, the firm size
wage differential decreased still further, and the resulting firm size wage
differential is 35% smaller than the initial differential, suggesting that the
bargaining power of the unions is responsible for an additional 5%
differential in wages at companies of varying sizes. The remainder of the
gross wage differential by firm size seems to be affected by factors such
as unobservable differences in the quality of the workforce, efficiency
wage policies and market dominance of large companies.

Relation between productivity and wage differences by firm
size
To examine the relationship between levels of and changes to wage
and productivity differentials by firm size, we examined data from 1985
to the present from the National Statistical Office’s Mining and
Manufacturing Survey.
More specifically, we seek to discover whether the firm size wage
differential exceeds the productivity differential by firm size, and how
the ‘productivity-wage differential ratio,’ or the ratio of the wage
differential over the productivity differential, has changed. To this end,
we define ‘productivity-wage differential ratio’ as follows. Since this
indicator represents the wage differential when the productivity differential
is controlled, if the ratio is larger than 1, then we can say that the
workers are overpaid, and when the ratio is smaller than 1, the workers
are underpaid.
19

This is calculated by simply averaging the degree by which the gross wage differential by firm
size (5 comparison groups contrasted with the base group consisting of companies with 500 or
more workers) is reduced by the net wage differential by firm size that is obtained by
consecutively adding personal attributes (W), firm characteristics (F) and unionization (U) as
explanatory variables.
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Large company productivity-wage differential ratio
= (large company wage/SME wage)/(large company productivity/
SME productivity)
= (large company wage/large company productivity)/(SME wage/
SME productivity)
SME productivity-wage differential ratio
= (SME wage/large company wage)/(SME productivity/large
company productivity)
= (SME wage/SME productivity)/(large company wage/large
company productivity)
For the period from 1985 to 2005, the wage differential, productivity
differential, and the integrated productivity-wage differential ratio for
SMEs in comparison to large companies was as follows. The wage level
in SMEs (companies with 5 to 299 workers) was, on average, 63% of the wage
level of large companies (those with 300 or more workers), but the wage
difference between SMEs and large companies continued to increase
during the analysis period. Meanwhile, the level of productivity in SMEs
[FIGURE II-3] TRENDS IN THE PRODUCTIVITY DIFFERENTIAL, WAGE DIFFERENTIAL
AND PRODUCTIVITY-WAGE DIFFERENTIAL RATIO BETWEEN SMES
AND LARGE COMPANIES

Notes: 1) For companies with 5 or more workers.
2) Wage is defined by per capita labor costs, productivity is defined by per capita value-added.
Source: National Statistical Office, Mining and Manufacturing Survey.

84

Labor in Korea 1987~2006: Looking through the Statistical Lens

was an average of 42% of the productivity level of large companies, but
here the productivity differential has been widening since the 1990s.
Accordingly, although the productivity-wage differential ratio is at an
average of 1.52, this too has continued to expand since the early 1990s.
We conclude that the productivity-wage differential ratio between
SMEs and large companies is affected more by a larger productivity
differential than the wage differential. Considering that the wage
differential by firm size is affected mainly by the productivity differential
by firm size, this implies that there is a need for an industrial policy that
can alleviate the difference in per capita value-added between large
companies and smaller ones.
In addition, using the 1985 to 2005 yearly data to examine the productivity
elasticity of wages by firm size, we can see that the productivity elasticity
of wages generally shrinks in larger companies. This suggests that wage is
much more elastic relative to performance – i.e. value-added – in smaller
companies.

II.3 Wage Differentials by Gender and Educational Level
This section discusses such factors of the wage differential as gender and
educational level, and examines the changes to gender and educational
level wage differentials from 1987 to the present.

Discussions of Wage Differentials
The gender wage differential has continued to exist, and although the
gap between the genders may have narrowed somewhat, it is still
significant. Two important factors in the gender wage differential are
productivity and discrimination. Differences in productivity are a result
of women having accumulated a lesser degree of human capital than men.
Human capital is generally accumulated through education and onthe-job training. But if discrimination against women explains a lesser
investment in education, an analysis model that assumes that the wage
differential is caused by the difference in accumulated human capital
would overestimate the wage differential due to the difference in productivity,
while it would underestimate that differential due to discrimination. In
addition, women often experience an interruption of their careers when
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they give birth, and this, too, reduces the opportunities women have for
accumulating human capital on site. However, giving birth is botha
decision made by the household and an important societal task in terms
of producing the future workforce of the country. In any given situation,
the optimal choice for the household and for society as a whole may
differ. Thus, any analysis of the gender wage differential according to
productivity and discrimination is much more complex in reality.
The wage differential by educational level reflects the difference in
productivity caused by differing levels of investment in human capital.
Education plays a particularly important role in the accumulation of
human capital. The long-term trend for the educational level wage
differential is influenced by the quality of education and other institutional
factors, but it is also impacted by the supply and demand for educatedlabor
force. In Korea, as colleges implemented a new graduation quota in 1981,
the number of college entrants rose sharply, leading to a steep increase in
the number of college graduates entering the labor market since the mid1980s. The development of IT and other cutting-edge technologies has
further increased the demand for college graduates that comes from
‘skill-biased technological change.’ In sum, the educational level wage
differential depends on the relative size of the effects of changing labor
demand and labor supply.

Wage differences by gender
To examine the trend of the wage differential by gender from 1987 to
2005, we estimated the following wage equation by adding the gender
dummy variable (male=1, female=0) Sex , and analyzed the change of the
regression coefficient of this dummy variable.
ln Wi = β 0 + β1 Edui + β 2 Expi + β 3 Expi2 + β 4 Mari + ∑ γ j Esizei + δ1Sexi + ui

In this equation, Wi represents the hourly earnings of worker i , Edu
represents the number of years of education received, Exp stands for
potential years of experience in the labor market (age – years of
education - 6), and Mar is the marital status dummy variable (married=1,
other=0), and Esize the firm size dummy variable. Sex at the end of the
equation is the gender (male) dummy variable, and through estimation of
the regression coefficient for this male dummy variable, we examine how
the gender wage differential has changed over the years.
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[FIGURE II-4] MALE DUMMY VARIABLE REGRESSION COEFFICIENT TREND

Source: Raw data from the Ministry of Labor, Wage Structure Survey

[Figure II-4] sets forth the trend for the regression coefficient of the
male dummy variable in our estimated wage equation. Evidently, the
regression coefficient rises from 0.26 in 1987 to 0.28 in 1989, and then
falls continuously to 0.16 in 1995. The coefficient remains stable until
2001, and jumps in 2002 to keep rising to 0.22 in 2005.
Although we did note that the gender wage differential is caused by
both productivity differences and discrimination, the regression coefficient
of the male dummy variable in our estimated wage equation does not tell
us which factor - productivity or discrimination - is primarily responsible
for the wage differential.

Wage differential by educational level
To examine the trend of the wage differential by educational level
from 1987 to 2005, we modified the previous wage equation as follows,
and estimated the equation for both men and women.
ln Wi = β 0 + β1 Edui + β 2 Expi + β 3 Expi2 + β 4 Mari + ∑ γ j Esizei + ui

Using this equation with appropriate assumptions, we see that the
regression coefficient β1 for the number of years of education Edu is
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actually the (marginal) rate of return of investment in education. The
estimation results for men are set forth in [Figure II-5]. The results are as
follows.20
From 1987 to 1994, the rate of return on investment in education
continuously fell. We interpret this is due to the increased supply of highly
educated workers started to enter the labor market in the mid-1980s
from the larger number of people who entered college in the early 1980s.
The rate of return on investment in education started to rise once
again in 1995, despite the continuous increase in the supply of highly
educated workers. This may be attributed to the increased demand for
people with higher educational levels that was brought on by skill-biased
technological change.
[FIGURE II-5] YEARS OF EDUCATION REGRESSION COEFFICIENT TREND

Source: Raw data from the Ministry of Labor, Wage Structure Survey

20

The years of experience in the labor market for women may be overestimated due to reasons
such as career interruptions due to childbirth.
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II.4 Seniority Wage
Discussions on seniority wage
Among the many factors that impact wage, the effect of age (or tenure)
is particularly significant. Analysis of actual data reveals that age and
wage have a positive correlation. Why does this happen? The reasons are
as follows.
First, the neoclassical school states that in a competitive labor market,
wage is equal to the worker’s marginal productivity, and that since
productivity increases with age, wage also increases with age. As for why
productivity increases with age, there is the pure age effect in which
more advanced age means keener judgment which in turn leads to higher
productivity. There is also the labor market experience effect in which
productivity increases with experience because more human capital can
be accumulated through on-the-job training(OJT).
Second, firms may design an upward-sloping tenure-wage profile in
order to lower monitoring costs and to encourage firm-specific training.
In other words, firms may deliberately or implicitly set their wage profile
so that wages are lower than productivity levels in the early stages of an
employee’s work life, but higher than productivity levels in the later
stages of the work life. By doing so, if a worker is dismissed forshirking,
that worker gives up the deferred payment that they would have received
later in their work life. Therefore, there is more incentive for workers to
exert their effort, and this leads to lower monitoring costs for the firm.
In addition, for firm-specific training, both the cost and the benefits
(increased productivity) are shared by the firm and the worker, and this
leads to a steeper wage profile for those who receive firm-specific
training than those who do not. Thus, with this training, workers with
longer tenures can expect greater wage increases.
Third, there is a view that challenges the neoclassical school’s perspective
and claims that wages are not just related to worker productivity, but also
correspond to the living costs of the worker’s household. The reasoning
is that wages would increase with age because household expenditures
rise with age.
The following examines data from 1987 to 2005 to see how the age(or tenure)
earnings profiles have changed over the years, and to compare the situation in
Korea with that in other countries. The analysis is mostly limited to men.
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Wage differential by age
Worker wages are affected by personal attributes such as age, years of
experience, tenure and educational level, and also by the characteristics
of the firm by which the worker is employed. The following analysis
examines the effect that age has on wage by controlling all other factors
and estimating an age-wage curve. As in previous sections, the data
comes from the Ministry of Labor’s Wage Structure Survey.
ln Wi = β 0 + β1 Edui + β 2 Agei + β 3 Agei2 + β 4 Mari + ∑ γ j Esizei + ui

In this equation, Wi represents the hourly earnings of worker i , Edu
represents years of education, Age stands for age, Mar is the marital
status dummy variable (married=1, other=0), and Esize is the firm size
dummy variable.
[Figure II-6] sets forth the age-wage curve derived with the regression
coefficients of Age and Age obtained through the estimation of the
above equation. Overall, the wage level is highest for workers in their 40s.
By period, we see that wage was highest for 49-year-olds in 1987, for 44year-olds in 1996 and for 42 year-olds in 2005.21 In other words, the
wage level has been peaking at an earlier age in more recent years,
implying that seniority wage has been weakening slightly.
2

[FIGURE II-6] CHANGES IN THE AGE-WAGE CURVE (MEN)

Source: Raw data from the Ministry of Labor, Wage Structure Survey
21

This is the age that satisfies: δ ln W / δ Age = 0 ⇔ β 2 + 2β 3 Age = 0
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Wage differences by tenure
The tenure-wage curve can also be estimated as follows. Here, too,
data comes from the Ministry of Labor’s Wage Structure Survey.
ln Wi = β 0 + β1 Edui + β 2 Expi + β 3 Expi2 + β 4Teni + β 5Ten 2i + β 6 Mari + ∑ γ j Esizei + ui

In this equation, Ten is the years of tenure at the same firm, and all
other variables are the same as in the previous equation. [Figure II-7]
represents the tenure-wage curve obtained with the regression coefficients
in this equation. We see here that the wage level generally increases with
a longer tenure. As for the years of tenure at which the wage level peaks,
in 1987 it was 32 years and in 1996 it was 29 years, but in 2005, the wage
level continues to increase along with tenure. This tells us that in recent
years the wage level has been peaking after a longer tenure, implying that
we actually cannot definitively conclude that seniority wage is weakening.
Meanwhile, for women the age-wage curve is rather flat, while the
tenure-wage curve is similar to the men’s in that it is quite steep. This
implies that age alone cannot lead to an increase in wage but the
accumulation of human capital (including firm-specific training in the
case of tenure) with advancement of age is necessary for wages to increase.
[FIGURE II-7] CHANGES IN THE TENURE-WAGE CURVE (MEN)

Source: Raw data from the Ministry of Labor, Wage Structure Survey
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International comparison of seniority wage
Seniority wages have been defined in various ways. The first perspective
states that seniority wage is in effect whenever wages rise sharply with
advancements in age or tenure, no matter what the reasons for this may
be. The second definition views seniority wage as a concept in conflict
with merit-based or ability-based pay, and states that under a senioritybased wage system, wages increase with age or tenure regardless of the
worker’s ability.
<TABLE II-4> INTERNATIONAL

COMPARISON OF SENIORITY WAGES
MANUFACTURING)

(MEN

IN

(Unit: %)

Tenure
0~1
years
2~4
years
White-collar
5~9
workers
years
10~19
years
20 years
or more
0~1
years
2~4
years
Blue-collar
5~9
workers
years
10~19
years
20 years
or more

Korea Sweden Italy
(2005) (1995) (1995)

France Germany UK
(1994) (1995) (1995)

Japan
(2005)

100.0

100.0

100.0

100.0

100.0

100.0

100.0

130.2

110.0

105.7

110.8

105.9

107.0

120.1

152.6

112.3

110.1

124.9

111.3

112.0

127.7

178.8

127.5

118.2

126.1

119.2

113.5

162.6

218.0

112.9

133.6

131.0

126.9

101.9

214.7

100.0

100.0

100.0

100.0

100.0

100.0

100.0

133.1

111.6

104.2

116.1

105.8

107.7

119.7

163.9

110.6

110.1

122.9

111.7

112.9

135.1

205.6

109.5

117.1

133.5

119.8

118.0

163.9

241.0

112.4

122.7

150.1

123.9

119.6

210.8

Notes: 1) Total wages (for companies with 10 or more workers) excluding overtime pay for Korea
and Japan, and excluding irregular bonuses and allowances for other countries.
2) For Japan, due to data limitations, the figures of 0~1 years 2~4 years are replaced by
those of 0~2years and 3~4 years respectively.
Source: Korea - raw data from the Ministry of Labor, Wage Structure Survey, 2005; Japan - Basic
Survey on Wage Structure, 2005; and the EU - Structure of Earnings Statistics, 1995.
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Without data on worker ability, there is no way for us to distinguish
between wage increase that reflects increased worker ability that comes
with age and tenure, and wage increase in the absence of enhanced ability.
We can, however, look at the tenure-wage (or age-wage) curves of other
countries to illuminate the characteristics of the wage curve in Korea.
As can be seen in <Table II-4>, seniority is highly correlated with
increased wage in Korea and Japan compared to other countries. For
instance, in Korea, the wage level of workers with tenures of 20 years or
more is 2.2 to 2.4 times higher than the wages of entry level workers. In
other words, together with Japan, Korea has the highest level of wage
differential by tenure in the world.

II.5 Wage Structure
The wage structure refers to the way in which compensable factors are
accounted for in the determination of wages for individual workers. As
shown in <Table II-5>, wages are composed of various components, so
it is not possible to decisively categorize wage structure on the basis of
specific wage components; however, we do see that the various wage
components (bonuses and statutory allowances such as overtime pay) are
linked to base salary, for the most part. For this reason, wage determination systems can be categorized according to the influencing factors
- i.e. the compensable factors - of base salary, the most important wage
determinant. In reality, we see that the adjustment of base salary greatly
influences not just the base salary itself but many other wage
components.
A document which clearly sets forth base salaries and its increase
amounts is called a wage grid. These grids can be in table format, or can
be in any other format, as long as they are clear in setting forth the base
salary amount: for instance, the compensation after 1 year of tenure or
the compensation per job. Of these, the ‘salary schedule by tenure’ can
be defined as a wage grid that establishes base salaries according to tenure.
Change in the wage structure, as they have been defined above, can be
examined with data from the Ministry of Labor’s Survey on Pay-forPerformance Programs. In particular, the abolishment of ‘salary schedule by
tenure’ and the introduction of the ‘annual salary schedule’22 is an
22

Annual salary schedule is similar to merit pay
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<TABLE II-5> WAGE COMPONENTS (2006)
(Unit: %, 10,000 won/month)

Salary

1~4
workers
5~9
workers
10~29
workers
30~99
workers
100~299
workers
300~499
workers
500workers
or more
All

Regular
Other
allowances allowances

Overtime
Bonuses
pay

Annual
salary

All

Base salary

92.7

86.3

3.6

2.7

0.9

6.5

1,691

87.8

76.0

7.2

4.6

1.8

10.4

2,249

81.8

67.5

8.6

5.6

4.0

14.2

2,667

76.9

62.8

7.9

6.2

6.8

16.3

2,837

69.5

56.9

6.8

5.8

9.5

21.0

3,135

67.8

56.2

5.6

6.0

8.8

23.4

3,519

63.6

50.3

7.4

5.9

8.6

27.8

4,134

76.8

64.2

7.1

5.4

5.9

17.3

2,747

Note: For regular workers in private businesses with 1 or more regular workers
Source: Raw data from the Ministry of Labor, Wage Structure Survey, 2006 and the Survey on Labor
Conditions, 2006.

important indicator of change in the wage structure that reflects the
weakening of wage adjustment by tenure or age. Until 1996, except for a
gainsharing program, the cumulative ratio of companies that eliminated
their tenure-based salary schedules or introduced the annual salary schedule
was a mere 10%, which shows that after the financial crisis, a drastic
change occurred in the wage system of Korea. This change has slowed
gradually after peaking in 2002.
Alternatives to the most typical type of base salary,the tenure-based
salary schedule, include a job-based wage schedule and the capabilitybased wage schedule. Trends show that, in contrast to the elimination of
the tenure-based salary schedule and the introduction of the annual
salary schedule and gainsharing program, job-based wage schedulesand
capability-based wage schedules were, to some degree, introduced even
before the financial crisis, albeit in a small number of firms. Even so, for
capability-based wage schedules and original (prototype) job-based wage
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schedules, the financial crisis was a key player in change in that about
65% of these wage schedules were introduced after the crisis.
<TABLE II-6> CHANGES IN THE WAGE SYSTEM
(Unit: %)

Eliminated
tenure-based
salary schedule
for managers
Ratio Cumulative
ratio
0.5
0.5

Eliminated
tenure-based
salary schedule
for rank and file
Ratio
Cumulative
ratio
0.8
0.8

Introduced
annual salary
schedule

0.5

Cumulative
ratio
0.5

1987

0.2

0.7

0.3

1.1

0.1

0.6

0.4

2.4

1988

0.2

0.8

0.3

1.3

0.0

0.6

0.6

3.0

1989

0.3

1.1

0.3

1.6

0.2

0.8

0.5

3.5

1990

0.5

1.6

0.5

2.1

0.1

0.9

1.2

4.7

1991

0.0

1.6

0.0

2.1

0.3

1.2

0.6

5.4

1992

0.0

1.6

0.0

2.1

0.1

1.3

1.5

6.9

1993

0.3

1.9

0.5

2.6

0.2

1.5

1.0

7.9

1994

0.8

2.7

1.0

3.6

0.7

2.2

1.2

9.1

1995

1.7

4.3

1.0

4.6

1.4

3.7

4.1

13.2

1996

1.8

6.2

1.5

6.2

1.8

5.4

3.1

16.3

Pre-1987

Ratio

Introduced
gainsharing
programs
Ratio

Cumulative
ratio
2.0

2.0

1997

3.8

10.0

3.6

9.7

1.8

7.2

3.1

19.4

1998

11.1

21.1

9.9

19.7

10.3

17.5

6.1

25.5

1999

17.7

38.7

16.6

36.3

16.5

34.0

13.8

39.4

2000

19.7

58.4

18.6

54.9

21.6

55.6

18.1

57.4

2001

11.8

70.2

13.5

68.4

14.1

69.7

12.8

70.2

2002

15.7

85.9

14.8

83.2

14.7

84.4

14.6

84.8

2003

8.9

94.8

11.7

94.9

9.5

93.9

11.2

96.0

2004

5.2

100.0

5.1

100.0

6.1

100.0

4.0

100.0

# of
sample
size

651

392

1,458

803

Note: As of May 2004 for private firms with 100 or more regular workers (N=4,370).
Source: Raw data from the Ministry of Labor’s Survey on Pay-for Performance Programs, 2004.
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<TABLE II-7> INTRODUCTION

OF CAPABILITY-BASED WAGE SCHEDULE AND
PROTOTYPE JOB-BASED WAGE SCHEDULE

(Unit: %)

Introduced capability-based wage
schedule
Pre-1987
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
# of sample
size

Introduced prototype job-based
wage schedule

Ratio

Cumulative ratio

Ratio

Cumulative ratio

9.6
0.3
0.3
1.2
3.4
2.5
1.2
2.2
3.4
3.4
3.4
4.9
6.8
8.3
11.1
8.6
6.2
6.8
9.9
6.5

9.6
9.9
10.2
11.5
14.8
17.3
18.6
20.7
24.1
27.5
30.9
35.8
42.6
51.0
62.1
70.7
76.9
83.7
93.6
100.0

8.5
0.0
2.1
2.1
7.4
3.2
2.1
1.1
1.1
4.3
2.1
5.3
3.2
7.4
10.6
5.3
13.8
9.6
5.3
5.3

8.5
8.5
10.6
12.8
20.2
23.4
25.5
26.6
27.6
31.9
34.0
39.4
42.5
50.0
60.6
65.9
79.8
89.4
94.7
100.0

324

94

Note: For private firms with 100 or more regular workers (N=3,086), as of June 2005.
Source: Raw data from the Ministry of Labor’s Survey Pay-for-Performance-Programs, 2005.

The above analysis on wage structures and changes is somewhat
limited because wage system surveys are carried out only on firms with
100 or more regular workers. If we briefly take a look at the ratio of
workers paid under an annual salary schedule in companies with 10 or
more regular workers to find information on wage structure and changes
that encompasses the smaller companies, we see that the ratio of workers
compensated under an annual salary schedule has risen from 1.3% in
1996 to 29.0% in 2006.
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[FIGURE II-8] RATIO OF WORKERS UNDER THE ANNUAL SALARY SCHEDULE

Note: For regular workers in private firms with 10 or more regular workers.
Source: Raw data from the Ministry of Labor, Wage Structure Survey.

In summary, over the past 20 years, the wage structure has changed
from one that was mainly centered on a tenure-based salary schedule into
an annual salary-based system that includes the concept of performancebased raises. This has served to alleviate the rigidness of the previous
wage structure that only accounted for tenure.

II.6 Minimum Wage
Expanded coverage of the minimum wage
Minimum wage is a form of government intervention in the wage
determination process between management and labor, in which the
government protects low-wage workers by setting a minimum wage level that
employers are required by law to pay their workers. This section does not
include an analysis of ‘negotiated minimum wages’ that are determined
by management and labor through collective bargaining and which are
applied to specific sectors (e.g. metal workers, hospital workers, etc.)
Articles 34 and 35 of the Labor Standards Act, which was legislated in 1953,
provided a basis for the implementation of a minimum wage system, but
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<TABLE II-8> RATIO OF WORKERS COVERED BYTHE MINIMUM WAGE SYSTEM
Period

Applicable workers
Industry

1988. 1. ~ 1998.12.

Manufacturing

1989. 1. ~ 1989.12.

Manufacturing,
mining, construction

1990. 1. ~ 1999. 8.

All industries

1999. 9. ~ 2001. 8.

All industries

2001. 9. ~

All industries

Size
10 or more regular
workers
10 or more regular
workers
10 or more regular
workers
10 or more regular
workers
All

Ratio (2006)
17.9%
18.4%
63.1%
79.9%
100.0%

Note: Due to limitations in data, the ratio is estimated according to the number of employees, not
regular workers.
Source: August 2006 raw data from the National Statistical Office, Supplementary Survey on
Economically Active Population .

the implementation of this system actually started on January 1, 1988. In
the 1970s, there was some administrative guidance intended to improve
low wages, but a minimum wage system was not established until 1988.
The application of a minimum wage standard has continuously
expanded with the wider application of the Labor Standards Act, and
starting in September 2001, all wage workers are now covered by the
minimum wage system. In 1988, when the system was first implemented,
only 17.9% of all workers were covered by the system, but this number
continued to grow as more industries joined in on a larger scale, and in
September 2001, the ratio of covered workers finally reached 100%.23

Time-series for minimum wage levels
The economic effect (employment, income distribution etc.) of a
minimum wage standard depends greatly on the level of minimum wage
in relation to general wage levels. To accurately determine the relative
level of the minimum wage, it is important that we carefully select the
wage components to be used in the comparison as well as the time frame
23

The ratio of workers upon which the minimum wage is applied is slightly biased compared to
the actual ratio as estimations were – because of limitations in data – made upon the basis of
employees, not regular workers, in the August 2006 Supplementary Survey on Economically Active
Population.

98

Labor in Korea 1987~2006: Looking through the Statistical Lens

for comparison.
It is important to remember that not all wage components are
included in minimum wage. Wage components that are paid regularly to
all employees at least once a month according to conditions previously
determined through collective bargaining, rules of employment or work
contracts are included in minimum wage: overtime pay and allowances
for living expenses are not included. In this sense, the salary or more
accurately the ‘ordinary wage’ represented in wage statistics should be
compared to minimum wage.
In Korea, unlike in other countries, an employer must allow a worker
one or more paid holidays per week, and wage statistics are published as
monthly earnings, including holiday pay. Therefore, for comparison
purposes, minimum wage must also be converted to monthly equivalent
earning.
Although it would be ideal to find the relative level of minimum wage
by comparing monthly minimum wage with monthly average ordinary
wage, because of the constraints of data, we measure the relative level of
minimum wage by comparing the increase rate for hourly minimum wage
[FIGURE II-9] TRENDS IN MINIMUM WAGE INCREASE RATES AND SALARY INCREASE
RATES

Note: Salary figures are for non-agricultural private firms with 10 or more workers.
Source: Ministry of Labor, Report on Monthly Labor Survey, and internal data from the Minimum
Wage Council.
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and the increase rate for monthly average salary.24
The annual average minimum wage increase rate between 1989 and
2007 was 11.2%, which is not very different from the 10.4% increase rate
for salary, comprised by virtually the same components as minimum
wage. By period, in the 1990s when the minimum wage system was
expanded to cover more workers, the minimum wage increase rate was
lower than the salary increase rate, but this situation changed as the
minimum wage standard was applied to all companies in the 2000s.
The data from the past few years shows that the number of low-wage
workers who earn less than the minimum wage has been increasing since
2004. Since there have been no major changes to the minimum wage
system during this period, this implies that compliance with the minimum
wage laws is falling.
This statistic clearly reflects the serious need not only for the minimum
[FIGURE II-10] RATIO OF LOW-WAGE WORKERS

Note: Low-wage workers are those workers whose hourly earnings are lower than the minimum
wage as of August, when the survey was performed.
Source: National Statistical Office, Supplementary Survey on Economically Active Population, and internal
data from the Minimum Wage Council.
24

The minimum wage (hourly) for each specific year is a weighted average that takes into
consideration the period within which different levels of minimum wage are applied (e.g. 19942005). Also, to ensure consistency in the time series, only the salary figures presented in the
Report on Monthly Labor Survey for regular workers in non-agricultural private firms with 10 or
more regular workers are included.
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wage to be raised to an appropriate level, but also for efforts (such as
strengthening labor inspections) to enhance compliance with the minimum
wage laws.

International comparison of minimum wage
It would be useful to compare the relative level of minimum wage
with countries in a time series and at a specific period in time. In order to
ensure reliability of the results, by-country differences in labor standards
and labor statistics must be controlled.
The OECD (2007) recently made an announcement on the relative
level of minimum wage in the 21 OECD member countries in 2005.
According to the OECD results, when minimum wage is compared to
gross earnings, Korea’s minimum wage is 25% of its gross earnings,
leaving Korea second to last, only ahead of Mexico which is at 24%.
The figures published by the OECD on minimum wage levels in
Korea in 2005 seem to have been obtained by converting the 2005
average for hourly minimum wage into a yearly amount, and then
dividing this amount by the gross annual earnings of regular workers in
non-agricultural private firms with 5 or more regular workers, which are
included in the Monthly Labor Survey.
Just how reliable is this information? While data limitations do not
allow us look at the information on other countries, we most certainly
can examine the information on Korea.
First, we note that in Korea, unlike in other countries, companies are
required to pay minimum wage workers for holidays and Sundays in
addition to statutory work hours. Employers paid workers for 48 hours
(in the public sector, the financial sector and the insurance industry,
those companies with 1,000 or more workers, and since July, those
companies with 300 or more workers) or 52 hours (all other industries)
in 2005. The OECD publication (2007) bases its work week on 46 hours.
Therefore, the yearly minimum wage amount used by the OECD is
significantly less than the actual amount paid in Korea.
Second, the figure for the gross earnings of full-time workers is based
on the Monthly Labor Survey, which surveys regular workers in nonagricultural private firms with 5 or more regular workers. However, since
the wage level is usually lower in smaller companies, the OECD’s figures
on gross earnings for full-time workers may be significantly higher than
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the actual amount.
Correcting for the downward-biased minimum wage amount and the
upward-biased gross earnings for full-time workers, we come to the
following conclusions. Examining combined data from the Wage Structure
Survey and the Survey on Work Conditions in Small-Sized Companies, we see
that the level of minimum wage in Korea for 2005 was approximately
32% of all workers.25 If data from the Supplementary Survey on Economically
Active Population is used, we find that the level of minimum pay for fulltime workers in 2005 was 37% of workers. These results indicate that the
[FIGURE II-11] INTERNATIONAL COMPARISON OF THE RELATIVE LEVEL OF MINIMUM
WAGE (2005)

Source: OECD (2007), “Minimum Wages,” Minimum Labour Costs and the Tax Treatment of
Low-Wage Employment.
2005 raw data from Ministry of Labor, Wage Structure Survey and Survey on Work Conditions in
Small-Sized Companies, and August 2008 raw data from the National Statistical Office,
Supplementary Survey on Economically Active Population.
25

The relative level of minimum wage is actually 27.5% In companies with 5 or more workers and
51.8% in companies with 1-4 workers, reflecting the large difference in the levels by company
size. This figure is on par with the relative level of minimum pay in Japan (28%) for companies
with 5 or more workers.
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relative number of minimum wage earners in 2005 can rise 7-12 percentage
points simply by considering differences in labor standards and labor
statistics.
In sum, the analysis in this section indicates that although minimum
wage has increased recently, it has remained relatively stable over the
past 20 years. We cannot say definitively that the level of minimum pay
in Korea is much lower than that of other countries. However, we do
need to ensure that efforts are made to comply with the minimum wage
that has been agreed upon by society. In order to reduce working
poverty, we need to work to adjust the minimum wage to a more
appropriate level, while putting more substance into target-specific policy
measures that focus more on working poor households than on individual
low-wage workers.

II.7 Tax Wedge
Increasing taxes and social insurance costs for firms and
workers
The tax wedge refers to the difference between demand price and supply
price that is caused by taxes. In the labor market, this would translate to
the gap between labor costs shouldered by firms and the take-home pay
of workers. This gap can be measured by taking the amount of earned
income tax and social insurance cost paid by firms and workers, and
comparing this figure with the original labor costs shouldered by firms. The
pre-tax income of single households is approximately the average level
for all production workers, so taking this group as an example, we see
that the tax wedge increased from 6.9% in 1995 to 18.1% in 2006.
Workers are generally less interested in the tax wedge as a whole, while
they are more interested in earned income taxes and social insurance paid
by the worker as a ratio of pre-tax earnings (gross earnings), as these tax
and insurance costs will affect post-tax income. Earned income tax as a
percentage of gross earnings decreased from 2.5% in 1995 to 1.6% in
1998, but has been fluctuating since 1999 while following an upward
trend and reaching 3.4% in 2006. Meanwhile, in terms of income taxes
and social insurance costs combined, these took up 4.8% of gross
earnings in 1995, but increased significantly to 10.6% in 2005.
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[FIGURE II-12] RATIO OF EARNED INCOME TAX AND SOCIAL INSURANCE COSTS
PAID BY FIRMS AND WORKERS

Note: Based on single households, as the wage level of these households is average for production
workers.
Source: OECD, Taxing Wages, 2003-2004 and Taxing Wages, 2005-2006.

The tax wedge in Korea increased greatly in 1997. This is due to the
expansion of the social security system, after which employment
insurance and industrial accident compensation insurance (IACI) were
fully reflected in calculating the tax wedge.

Increased tax burden for workers
Almost every year, the government has revised tax laws to increase
limits for income and tax amount deductions. Also, in 2002 and 2005,
the income tax rate itself was lowered in a further effort to reduce the
income tax burden. Still, the worker’s income tax burden has
continuously increased as a percentage of gross earnings since 1998,26
fueled by an increase in real income and price levels.
Under a progressive tax system, when real income increases, the
income tax increase rate is pushed higher than the real income increase
26

Refer to Ministry of Finance and Economy’s Overview on Taxes
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rate. In addition, when nominal income increases as prices rise, the tax
burden grows even if real income does not grow. This happens because,
under a progressive tax system where the income range for each income
bracket is fixed, an increase in nominal income pushes taxpayers into
higher brackets. <Table II-9> provides detailed calculations, based on
hypothetical data, for changes in income tax burdens that would
accompany price hikes.
If, for example, inflation were 10%, and the wage increase rate were
equal to the inflation rate, then a household with gross earnings of 10
million won in the first year would earn 14.64 million won in the fifth
year. In the absence of tax deductions and income deductions, this
household would pay 800,000 won in income taxes in the first year and
1.589 million won in the fifth year. In other words, even though real
income did not rise, because nominal income increases with inflation, the
tax burden would increase.
A tax increase that accompanies an increase in real income may be
inevitable under a progressive tax system, but a tax increase in the
absence of an increase in real income sounds problematic. Therefore,
efforts are needed to relieve this increase in the tax burden that
accompanies inflation. It may be useful to more carefully examine the
idea of an ‘inflation-adjusted income tax’.
<TABLE II-9> INCOME TAX BURDEN INCREASE CAUSED BY INFLATION (EXAMPLE)

Gross earnings
(10,000 won)
Income tax
(10,000 won)
Income tax as a
percentage of
earnings (%)

Year 1

Year 2

Year 3

Year 4

Year 5

1,000

1,100

1,210

1,331

1,464

80.0

97.0

115.7

136.3

158.9

8.0

8.8

9.6

10.2

10.9

Note: With a hypothetical inflation rate of 10% and with the assumption that tax deductions and
income deductions are not possible
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Increased social insurance cost burden for firms and workers
The cost of social insurance for both firms and workers has been
increasing as efforts are being made to stabilize the fiscal status of social
insurance institutions while expanding coverage to more people. This is
one of the main reasons that the tax wedge has been increasing. In the
case of the national pension (, the cost to workers was 2% from 1995 to
1997, 3% in 1998, and has remained at 4.5% since 1999. For firms, the
burden from 1995 to 1997 was 4% of total wages, consisting of a 2%
employer contribution and a 2% burden for the conversion of retirement
pay to the national pension, which increased to 3% and 3%, respectively,
for a 6% burden in 1998. Since 1999, firms have been responsible only
for a 4.5% employer contribution. Costs for national health insurance
coverage are shared equally by workers and firms, and the burden here
has increased from 1.515% in 1995 to 2.24% in 2006.
<TABLE II-10> SOCIAL INSURANCE COSTS AS A PERCENTAGE OF TOTAL WAGES
(Unit: %)

Worker contribution
National
Health
pension insurance
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006

2.0
2.0
2.0
3.0
4.5
4.5
4.5
4.5
4.5
4.5
4.5
4.5

1.515
1.525
1.565
1.635
1.875
1.400
1.700
1.815
1.970
2.105
2.155
2.240

Employment
insurance
0.30
0.30
0.30
0.30
0.50
0.50
0.50
0.50
0.45
0.45
0.45
0.45

Employer contribution
National Health
pension insurance
4.0
4.0
4.0
6.0
4.5
4.5
4.5
4.5
4.5
4.5
4.5
4.5

1.515
1.525
1.565
1.635
1.875
1.400
1.700
1.815
1.970
2.105
2.155
2.240

Industrial
Employaccident
ment
compeninsurance
sation
0.6
1.50
0.6
1.52
0.6
1.68
0.6
1.55
0.9
1.65
0.9
1.76
0.9
1.67
0.9
1.49
0.7
1.36
0.7
1.48
0.7
1.62
0.7
1.78

Notes: 1) Employment insurance cost is based on data from firms with fewer than 150 workers.
2) Industrial accident compensation insurance costs are an average of insurance costs for
each industry.
Source: OECD, Taxing Wages, 2003-2004 and Taxing Wages, 2005-2006.
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Employment insurance costs are levied separately for the
unemployment benefits program, the employment stabilization program,
and the vocational competency development program. Starting in 2006,
insurance costs for the employment stabilization program and the
vocational competency development program were combined. Of these,
workers are responsible only for insurance costs for the unemployment
benefits program. The employment insurance burden for workers was
0.3% from 1995 to 1998, which rose to 0.5% from 1999 to 2002, and
then dropped slightly to 0.45% from 2003. For firms with fewer than
150 workers, the employment insurance burden was 0.6% from 1995 to
1998, 0.9% from 1999 to 2002, and then 0.7% in 2003. Industrial
accident compensation insurance costs for firms rose from 1.5% in 1995
to 1.78% in 2006.

International comparison of the tax wedge
The tax wedge in Korea is relatively low among the OECD countries.
In 2006, Korea’s tax wedge was at 18.1%, which is about half of the
OCED average of 37.5%. Even compared to the US and Japan, which
also have relatively low tax wedges, Korea’s tax wedge is about 10 %
points lower.27
Since 1995, the average tax wedge for all OECD countries has remained
at steady, and was 37.7% in 1995, 37.4% in 2001, and 37.5% in 2007.
The level in individual countries has also more or less remained the same.
The exception is Korea, where the tax wedge jumped from 6.9% in 1995
to 16.4% in 2001, and 18.1% in 2006. This reflects the lower level of
income taxes and social insurance costs in Korea compared to other
OECD countries. With the rise in income and the expansion of social
security, however, the tax wedge in Korea has continuously increased.
Korea’s tax wedge may continue to increase as efforts are made to
meet the requirements of fiscal expansions, to fiscally stabilize the
national pension and national health insurance programs, and to expand
programs for the stabilization of the unemployment rate and employment.
This, however, may have a negative influence on both labor demand and
27

Calculations for the tax wedge in Korea exclude the employer burden from the statutory
retirement pay system. When this burden is included, Korea’s tax wedge does increase. To
maintain consistency in the criteria for international comparison, however, this burden is
excluded here.
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supply as it may increase labor costs for firms while decreasing post-tax
income for workers. Therefore, while an increased tax wedge may be
inevitable, efforts must be made to control the speed of this increase, so
that the effects on the labor market are minimized.
<TABLE II-11> INTERNATIONAL TAX WEDGE COMPARISON
(Worker income tax +
(Worker income tax +
Worker income tax as a
worker social insurance social insurance costs for
percentage of gross
costs) as a percentage of workers and firms) as a
earnings (%)
gross earnings (%)
percentage of labor costs (%)
1995
2001
2006
1995
2001
2006
1995
2001
2006
France
8.8
15.6
15.6
27.4
29.1
29.1
49.1
49.8
50.2
Germany 20.8
22.8
21.1
40.5
43.4
42.7
50.2
53.0
52.5
Japan
6.4
7.0
7.3
13.4
17.0
19.5
19.5
24.9
28.8
Sweden
28.7
25.4
24.1
32.6
32.4
21.9
49.3
49.1
47.9
UK
18.2
17.1
17.6
26.7
25.3
26.8
33.4
31.9
33.9
USA
18.1
16.2
15.7
25.8
23.9
23.4
31.0
29.4
28.9
Korea
2.5
2.4
3.4
4.8
9.1
10.6
6.9
16.4
18.1
OECD
16.4
15.9
15.7
26.2
26.2
26.4
37.7
37.4
37.5
Source: OECD, Taxing Wages, 2003-2004 and Taxing Wages, 2005-2006.
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III.1 Income Distribution
Trends in income inequality
The high economic growth in Korea and increases in employment and
income allowed continuous improvement in income distribution up until
the mid-1990s. In particular, as the labor union movement gained force
and as domestic demand led growth in the late 1980s, the Gini coefficient
fell significantly during this period. The situation started deteriorating
from 1994, possibly because of the increase in non-regular workers and
the widening income gap by educational level.
With the financial crisis and the ensuing restructuring of the economy,
income inequality became more severe. The recovery from the financial
crisis did serve to slightly improve the situation, but it again took a turn
for the worse starting in 2003, as weakening links in domestic interindustry relation led to less job creation, and non-regular employment
started to increase.
[FIGURE III-1] GINI COEFFICIENT TRENDS (BASED ON MARKET INCOME)

Notes: 1) Market income = Earned income + business income + property income + private
transfer income.
2) To adjust for differences in the standard of living by household size, the household
equivalence scale (the square root of the number of persons in the household) was
applied to the data.
3) ‘Urban worker’ refers to households with 2 or more persons where the household head
is an urban worker. ‘National (2 or more persons)’ refers to households with 2 or more
persons where the household head does not engage in agriculture or fishing. ‘National’
refers to households with 1 or more person where the household head does not engage
in agriculture or fishing.
Source: National Statistical Office, Household Income and Expenditure Survey.
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Starting in 2006, there have been signs that income inequality may
decrease for urban workers, but the situation is getting worse at the
national level. This is because both employment and income have
decreased for the self-employed since 2003, when restructuring of the
self-employed sector started in earnest.

Income distribution per income quintile
During ten years before the 1997 financial crisis, income distribution
improved, with a larger income gain for the lower and middle-income
class. During this period, there was an annual increase in real household
income of over 9%, and this income increase was spread across the
entire distribution. Thus, before the financial crisis, economic growth
served to expand the middle class and was shared even by the lowincome class, leading to improved income distribution.
Meanwhile, income distribution worsened from 1996 to 2006, as the
annual average increase rate for the urban worker household was a mere
1.4%, and the real income of the lowest income quintile did not budge.
This caused the income share of the lowest quintile to drop from 8.5%
to 7.5%, and the share of the second quintile to drop from 13.5% to 13.3%,
<TABLE III-1> INCOME SHARE BY INCOME QUINTILE (BASED ON MARKET INCOME)
(Unit: %)

Urban worker
1986

2006

5.31 (-0.5)

4.76

2 quintile 13.03 13.50 (9.3) 13.29 (1.3) 13.01 12.74 (0.7)
Income rd
3 quintile 17.37 17.79 (9.7) 17.83 (1.6) 17.95 17.86 (1.9)
share
4th quintile 22.87 23.22 (9.7) 23.56 (1.6) 24.00 24.20 (1.9)

12.50

1 quintile 8.13

2006

2003

National
(1 or more
persons)

2006

st

1996

National

8.52 (9.6) 7.52 (0.1) 5.58

nd

th

5 quintile 38.60 36.97 (8.6) 37.80 (1.6) 39.46 39.89 (2.0)

17.92
24.30
40.52

th

5 quintile share ratio
4.75
(times)

4.34

5.03

7.07

7.51

Note: Figures in parentheses are the annual average increase rates for real income.
Source: National Statistical Office, Household Income and Expenditure Survey.
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while the income share for the third quintile remained pretty much the
same. Although the Gini coefficient was at similar levels in both 2006
and 1986, the relative status of the low-income class dropped and the
income quintile share ratio increased from 4.75 in 1986 to 5.03 in 2006.
The increasing income inequality that ensued with the drop in income
status of the low-income group was particularly marked in the national
household statistics, which include the self-employed. From 2003 to
2006, the real income for the lowest quintile dropped in absolute terms,
and the highest 20% recorded an income level that was 7.5 times higher
than the lowest 20%.

Redistributive effect of social security and taxation policies
Figures for household disposable income are obtained by adding
public transfer amounts to market income and then deducting direct tax
and employee social security contributions. A comparison of market
income inequality and disposable income inequality would then allow us
to examine the effect of government on income redistribution.
Before the financial crisis, the effect of direct tax and social security
on reducing market income inequality was very small, and it was even
smaller during the period of 1993 to 1996, when the income distribution
worsened. Immediately after the financial crisis, large-scale measures
were established to counter unemployment. These were implemented
along with a Temporary Livelihood Protection program for the unemployed
poor. This, along with the implementation of the National Minimum
Living Standard Guarantee Program in 2000, boosted the income
redistribution effect for a while, but this effect weakened again in 2002
and 2003. From 2004, we have once again seen a rapid increase in the
effect of measures to alleviate income inequality. This income
redistribution effect is more noticeable for national households than for
urban worker households, and in 2006, the income redistribution effect
for national households stood at 5.86%.
Among the components of the income redistribution effect, the
alleviation of inequality through public transfer has been implemented
broadly since 2000 and it is the most important component of income
redistribution for national households. Meanwhile, the inequality improvement
effect of direct tax has remained steady at around 2%.
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[FIGURE III-2] REDISTRIBUTION

EFFECT OF SOCIAL SECURITY AND TAXATION

POLICIES

(Unit: %)

Note: Distributive effect is measured as the point decrease in the Gini coefficient by relevant
policies.
Source: National Statistical Office, Household Income and Expenditure Survey.

International comparison on income distribution
To eliminate the influence of the aging population, if we look only at the
working-age group (18 to 65), Korea’s market income inequality is quite low
among the OECD countries. However, in terms of the inequality improvement
effect of government policies, Korea lags far behind the other OECD
members. As a result, income inequality in terms of disposable income in
Korea was 0.311 in 2006, which is higher than the OECD average of 0.307.
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[FIGURE III-3] INTERNATIONAL COMPARISON OF THE REDISTRIBUTION EFFECT OF
SOCIAL SECURITY AND TAXATION POLICIES (18 TO 65 YEARS OF AGE)

Notes: 1) For international comparison, for each household, the sum of the monthly income was
converted to an annual income.
2) Disposable income = market income ＋ public transfer - (direct tax + social security
contributions).
Source: OECD, http://www.oecd.org/dataoecd/12/4/35445297.xls; National Statistical Office,
Household Income and Expenditure Survey, 2006.

[FIGURE III-4] INTERNATIONAL

COMPARISON OF INCOME DISTRIBUTION BASED
ON HOUSEHOLD DISPOSABLE INCOME

Note: Statistics for OECD members are from around the year 2000, while those for Korea are the
2006 figures.
Source: OECD, http://www.oecd.org/dataoecd/12/4/35445297.xls; National Statistical Office,
Household Income and Expenditure Survey, 2006.
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III.2 Relative Poverty
Relative income poverty rate
The level of absolute poverty- where income is less than the minimum
cost of living - can increase simply when the level for the minimum cost
of living is raised, even without any change to actual income levels. To
work around this problem, this section examines trends in relative
poverty, which is commonly used in international comparisons. Here,
the relative poverty rate is defined as the share of individuals with an
equivalized household disposable income of less than 50% of the median
for the entire population.
The relative poverty rate decreased from 1982 until 1993, as income
distribution improved at the same time as there was an increase in the
real income of the low-income class. The rate increased slightly before
the financial crisis, but rose sharply immediately after the crisis to 10.6%
in 1998. In 2003, the rate started to rise again, and in 2005, it reached
11.2%, a level higher than right after the financial crisis. This was due to
a decrease in the real income of the low-income class that was caused by
the restructuring of the self-employed sector and an increase in nonregular employment.
In 2006, the relative poverty rate of urban workers decreased slightly,
but the issue of poverty is intensifying at the national household level
when the self-employed and the unemployed are taken into account.
[FIGURE III-5] TRENDS IN RELATIVE POVERTY RATE
(Unit: %)

Source: National Statistical Office, Household Income and Expenditure Survey.
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International comparison of relative poverty
The relative poverty rate has jumped to a level that is two times higher
than pre-crisis 1evels. Before the crisis, in 1996, the relative poverty ratio
was at 8.7%, but this grew steeply to 13.0% in 2000 and to 14.7% in
2006. Although we have managed to resolve the mass unemployment
that followed the financial crisis, poverty has continued to deepen.
Compared with the relative poverty rate in OECD countries found in
data from 2000, we see that in 1996, Korea’s relative poverty rate was
10.4%, which is lower than the OECD average. In 2000, when the
repercussions of the financial crisis still lingered in the Korean economy,
the relative poverty rate slightly exceeded the OECD average, and in
2006, Korea’s relative poverty rate was quite high among the OECD
members.
[FIGURE III-6] INTERNATIONAL COMPARISON OF THE RELATIVE POVERTY RATE
(Unit: %)

Note: OECD statistics from 2000. For purposes of international comparison, the annual income
of national households (excluding agricultural households) with 1 or more persons was used
for Korean data.
Source: Förster M. and M. d'Ercole (2005), Income Distribution and Poverty in OECD Countries in the
Second Half of the 1990s, OECD; National Statistical Office (1996, 2000), Household
Consumption Survey; National Statistical Office (2006), Household Income and Expenditure Survey.
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Poverty entries, exits and occurrences
Most studies on the dynamics of poverty in Korea report that there is
much activity both in terms of entry to and exit from poverty.. According to
a study that analyzed poverty profiles for the twelve quarters in 2003 to
2005, 78.5% of the households that experienced poverty escaped within
1 year, and 73.8% of the households that escaped poverty reentered
within 1 year. This shows that entry and exit both occur very frequently,
and because those who escape poverty remain very close to the poverty
line, many often reenter poverty.
If we look at poverty according to its frequency and duration of
poverty, we see that within a timeframe of 3 years, 35.3% of all households
experienced poverty, implying that about 1/3 of all households is at risk
of poverty. Although only 4.0% of all households that experience poverty
remained persistently in poverty, 16.0% experienced repeated poverty,
while 15.3% experienced temporary poverty. These numbers imply that
households experiencing long-term poverty may lack the ability to work,
while those that experience temporary or repetitive poverty fall into
poverty as employment becomes unstable due to unemployment, lowwage and non-regular work, or restructuring in the self-employed sector.
[FIGURE III-7] POVERTY EXIT AND REENTRY RATES
(Unit: %)

Source: National Statistical Office, Quarterly Panel Data from the Household Income and Expenditure
Survey, 2003~2005. Noh, D., Kang, S., Lee, H. et al, Study on the Dynamics of Poverty,
2006.

The working poor
Not long after the financial crisis, unemployment settled down to
normal levels, but poverty rates have been increasing, and a new problem
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<TABLE III-2> COMPOSITION OF THE WORKING POOR (2006)
All persons 15 years of age and older
% among
% among
% among
% among poor
population
working poor employed poor
Non-poor
85.6
Poor
14.4
(100.0)
Workable Poor
8.6
(59.9)
(100.0)
Employed poor
4.4
(30.6)
(51.0)
(100.0)
Regular worker
0.4
(2.8)
(4.6)
(9.0)
Temporary worker
1.2
(8.2)
(13.7)
(26.8)
Daily worker
1.3
(8.9)
(14.8)
(29.1)
Employer
0.2
(1.1)
(1.8)
(3.6)
Self-employed
1.1
(8.0)
(13.3)
(26.1)
Unpaid family worker
0.2
(1.7)
(2.8)
(5.4)
Unemployed poor
0.5
(3.5)
(5.9)
Non-active poor
3.7
(25.8)
(43.1)
Non-workable poor
5.8
(40.1)
All
100.0
Source: Combined data from Household Income and Expenditure Survey and the Economically Active
Population Survey.

has emerged in the form of the working poor – those who work but are
still poor. ‘Working poor’ is defined in this study as “those able to work
and the working members of a household with an income level that is
below the poverty line.” In 2006, 14.4% of the population 15 years and
older was in poverty. Among these people, almost 60% are able to work.
Of those poor able to work, 51.0% are employed, implying that nonemployment as well as the low quality of available jobs are both major
factors in poverty. In terms of status of employment, 87.4% of the
employed poor were temporary or daily workers, self-employed or
unpaid family workers, implying that low income levels and insecure
employment are holding people back from permanently escaping poverty.

III.3 Working Hours
Trends in reductions in working hours
Over the past 20 years, working hours have steadily yet slowly been
reduced. First, working hours per month has dropped from close to 230
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[FIGURE III-8] MONTHLY WORKING HOURS

Source: Ministry of Labor, Report on Monthly Labor Survey.

Hours to about 190 hours in 2006. Most of this decrease was due to the
reduction of normal working hours, although overtime working hours
have also been decreasing slowly.
The total working hours and the normal working hours dropped most
significantly with the reduction of statutory working hours (from 48 to
44 hours a week) during the period of 1989 to 1991. Also, following
discussions on the reduction of statutory working hours to 40 hours a
week, laws were revised in 2004, after which a phased-in reduction of
working hours was implemented by firm size. This trend also reflects the
fact that the trend toward fewer working hours is caused more by the
reduction in legal working hours than by fluctuations in economic
conditions or changes in productivity.

Unresolved long working hours
Koreans still have much longer working hours than workers in other
countries. This is a trend that was evident in the 1970s when international
statistics were first collected, and it remains true now. Even though the
number of annual working hours has been decreasing, the relative gap
between workers in Korea and in other countries has not narrowed.
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[FIGURE III-9] TOP 5 AND BOTTOM 5 OECD MEMBER COUNTRIES IN TERMS OF
WORKING HOURS (BASED ON EMPLOYED PERSONS, 2006)

Source: OECD (2007), Employment Outlook.

In 2006, wage workers in Korea had the longest working hours among
all OECD nations. Korean workers worked 344 hours more per year than
the runner-up Poland, and compared to workers in the Netherlands, which
had the least number of working hours, Korean workers worked almost 1,000
hours more. This gap is due to the low rate of part-time employment as
well as the large number of those working long hours in Korea.
Even when compared with developing countries, Korean workers
have longer working hours. According to the ILO (2007), 22% of the
world’s working population engages in long working hours of over 48
hours a week, but in Korea, 49.5% of the working population works
more than 48 hours a week, placing Korea 2nd on the list of countries
with long working hours. In other words, whether we compare with the
UK (25.7%), the USA (18.1%), Japan (17.7%) or other advanced nations,
or whether we compare with the world’s developing countries, Korea
has a much higher share of employed persons working long hours.
The reason that long working hours are prevalent in Korea is that we
have a high proportion of self-employed workers who tend to have
longer working hours than wage workers, and that the 5-day work week
has not been fully adopted in the Korean economy. A production system
that is dependent on overtime work, and a distorted wage structure in
which the proportion of the base salary to total compensation is very low
exacerbates the situation. Shift work is a representative example of a
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[FIGURE III-10] INCIDENCE OF LONG WORKING HOURS IN MAJOR COUNTRIES
(Unit: %)

Source: Lee, et al.(2007), Working Time Around the World: Trends in working hours, ILO.

system that relies on overtime work. According to the 1999 Report on
Monthly Labor Survey, in 1998, 35.7% of a total of 3,125 firms utilized shift
work. This number is quite high when compared to that of other advanced
nations, where, according to the OECD (1998) Employment Outlook, the
average for the 11 European nations was 8.1%, and the percentage in the
US was 17.8% (1991). It is important to note that in other countries,
shift work was concentrated in services, primarily in the form of parttime work and Saturday work. In contrast, shift work in Korea was usually
in the form of double shifts in manufacturing, transportation and
telecommunications.

Inequalities in the reduction of working hours
As the reduction of statutory working hours was implemented in
phases over a long term, the actual reduction in working hours progressed
differently, according to firm size and employment type.
Although an overall decrease in working hours is taking place, the
pace is different at companies of different sizes. In large companies with
500 or more workers, the reduction in working hours was implemented

123

Ⅲ. Working Life and Labor Market Policies

rather quickly, and starting in 2004, working hours have been shortest
for companies in this group. With the phased-in implementation of the
reduced statutory working hours, working hours have also fallen, next,
for companies with 300 or more workers, and then for companies with
100 or more workers. We need to note, however, that there is a wider
gap in working hours by firm size than before changes started taking
place. In 2006, the gap in monthly working hours by firm size was 17.4
hours. In other words, based on an 8-hour workday, workers in firms
with 30 to 99 workers turned out to have the longest working hours, and
they worked one month more a year than workers in large companies
with 500 or more workers.
[FIGURE III-11] WORKING HOURS BY FIRM SIZE

Source: Ministry of Labor, Report on Monthly Labor Survey.

<TABLE III-3> WORKING HOURS PER WEEK BY EMPLOYMENT TYPE IN WORKPLACES
WITH SHORTENED AND NOT-SHORTENED NORMAL WORKING HOURS
(Unit: hours)

All
Shortened
Regular
Not
workers
shortened
Shortened
Non-regular
Not
workers
shortened

2002
53.5
48.6

2003
52.4
42.7

2004
52.1
43.1

2005
50.9
42.0

51.1

49.0

48.4

46.3

54.4

53.7

53.2

52.2

53.8

52.6

54.2

52.1

Source: KLI, Korean Labor and Income Panel Study.
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The gap in working hours also appears between regular and nonregular workers. As of July 1, 2004, when the number of statutory
working hours was reduced to 40 hours a week, there was a larger
proportion of non-regular workers who did not have their working hours
reduced, and even in workplaces where the working hours were reduced,
non-regular workers put in more hours than regular workers.

III.4 Employment Services
Expanding and securing public employment support services
As external flexibility increases in the labor market, there is more
frequent job-to-job movement, and there are more diverse forms of
employment. It is therefore necessary to provide support for more
effectively utilizing human resources by systematically providing job
seekers with labor market information that suits their ability and their
characteristics, and by placing workers in a timely manner according to
the needs of the companies seeking workers. As gaps between large
companies and SMEs and between regular and non-regular workers in
working conditions continue to increase, and as restructuring continues
to impact the self-employed, comprehensive employment services such
as in-depth counseling, job placement, and vocational training are needed
for the vulnerable classes. Employment services constitute the core
delivery system for resolving the worker supply and demand mismatch
through the placement of people in jobs. Employment services also
provide unemployment benefits for workers facing labor market risks,
and for implementing proactive labor market policies.
Employment services are provided through the Ministry of Labor’s
Employment Service Centers, employment information centers run by
the local governments, private bodies for employment support services,
colleges, and other educational institutions. As private employment
services are still quite weak and small in scale, most initiatives are led by
the public sector. However, government tries to support the development
of private employment services by creating a competitive partnership
between the private and the public employment services.
Employment Service Centers were established and expanded in 1998
as the administrative bodies providing employment services for resolving
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<TABLE III-4> EMPLOYMENT SERVICE CENTERS AND COUNSELORS

Staff

(Unit: locations, persons)

Centers
All

1998 1999 2000 2001 2002 2003 2004 2005 2006
99
122
126
168
156
155
118
112
85
2,050 2,661 2,462 2,492 2,364 2,367 2,357 2,510 2,897

Civil servants
Counselors

754
1,296

836
1,825

543
1,919

543
543
1,949 1,821

603
642
1,764 1,715

885 1,323
1,625 1,574

Note: Civil servants - number of positions; counselors – actual number of counselors.
Source: Internal data from the Ministry of Labor.

the widespread unemployment that followed the financial crisis, and
responding to increased demand for services with the expansion of
employment insurance. The number of these centers has recently decreased
as efforts to build the capacity to provide various services and efforts
with more efficient staffing have led to the merger of the existing centers
into larger centers that are based in the larger cities. Meanwhile, the
ability to systematically provide employment information, Work-net,
HRD-net, EI-net and other employment information infrastructure has
been greatly expanded.

Performance of public employment services
The number of applications by workers for jobs and by firms for
workers filed with employment service centers was 1.5 million in 2000, a
figure which grew to 2 million in 2005 and was close to 2.4 million in
2006. The number of persons placed through the employment service
centers grew significantly: 190,000 were placed in 2002, while 400,000
were employed through the centers in 2006. Placement through the centers
for the vulnerable classes (female household heads, the handicapped and
the aged) also grew steadily from 11,000 in 2002 to 33,000 in 2006.
The performance of the employment services can be measured by the
placement rate and the success rate. The placement rate - the ratio of
persons placed among all job applicants - was 20.1% in 2004, and
continued to increase to 24.8% in 2006. The placement rate for the first
half of 2007 was 26.1%. For the vulnerable classes, too, the placement
rate has increased from 14.0% in 2004 to 19.7% in 2006.
The success rate is defined as the ratio of the number of placed persons
to the number of registered job vacancies. This too has risen from 36.8%
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[FIGURE III-12] PERFORMANCE OF THE EMPLOYMENT SERVICE CENTERS
(Unit: 1,000 persons, cases, %)

Note: Placement rate = (number of placements made / number of job applicants)×100;
Success rate = (number of placements made / number of registered job vacancies)×100.
Source: Internal data from the Ministry of Labor.

in 2004 to 51.7% in 2006. In the first half of 2007, the success rate was
54.8%. The opening-to-application ratio (number of job openings /
number of job applicants) for the past 3 years has decreased slightly, but
both the placement rate and the success rate have steadily increased,
indicating that recent efforts to expand employment services are being
reflected in the centers’ performance.

International comparison of employment services
After the implementation of employment insurance in July 1995,
employment service centers were expanded nationwide to provide
employment services and perform employment insurance-re1ated jobs.
This system also played a part in overcoming the mass unemployment
that was brought on by the financial crisis.
Despite this growth, however, public employment services in Korea
still play a limited role. According to 2004 data from the OECD, the
market share of public employment service (the ratio of employment
through public employment services to total hirings) in major countries
is 33% in Germany, 23% in Japan, 23% in the UK, 22% in France and
14% in the Netherlands. Meanwhile, in Korea, the market share of the
employment service centers is a mere 5%.
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[FIGURE III-13] MARKET

SHARE OF PUBLIC EMPLOYMENT SERVICE AGENCIES
IN MAJOR COUNTRIES

(Unit: %)

Source: Ministry of Labor (2005), Advancement Strategy of Employment Service.

<TABLE III-5> NUMBER OF STAFF MEMBERS IN PUBLIC EMPLOYMENT SERVICE
AGENCIES IN MAJOR COUNTRIES

(Unit: persons)

Number of PES staffs
Economically active
population
Economically active
population per each staff

Germany Sweden
90,000
10,250

Japan
18,000

UK
74,500

USA
70,000

Korea
2,897

41,149

4,533

66,500

30,101

149,320

23,743

457

442

3,694

404

2,133

8,196

Note: Number of staff members is from 2006, while data on the economically active population is
from 2005.
Source: Jeong, I. and Yoo, K. (2006), Comparative Study on Public Employment Service in Advanced
Countries, KLI; KLI (2006), International Comparison of Labor Statistics.

Since an effort to develop employment services was launched in 2005,
investment in relevant infrastructure has been expanding, but the
absolute level of employment services in Korea is still extremely weak.
The absolute number of staff members working in public employment
service agencies in Korea is much lower than that of advanced countries,
and the number of economically active people each staff member is
responsible for is also very high. The economically active population per
PES staff is lowest in the UK, Sweden and Germany, where each staff
member is responsible for 400~500 people. These three countries,
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therefore, have a stronger staff to client ratio than the other countries.
The US comes next with 2,000 people, and Japan follows with 3,700.
The number of economically active people covered by one staff member
in Korea is over 8,000, reflecting the lack of human resources for public
employment services in Korea.
Monetary investment in public employment services is also very low in
Korea compared to the advanced countries. In 2005, Korea’s expenditure
on public employment services as a percentage of GDP was a mere
0.03%, or just 15% of the OECD average of 0.20%, and together with
the US, Korea ranked last among OECD countries in terms of such investment.
To develop the employment service system and its service capacity, a
plan for the innovation of national employment services was established
in April 2005. This development plan does provide a case for increased
investment in active labor market policies, but Korea still needs to deal
with issues such as weak communication between job placement services,
unemployment benefits and vocational training, the need for more
diverse services, and the establishment of stronger partnerships with
relevant organizations.
[FIGURE III-14] PES EXPENDITURE AS A PERCENTAGE OF GDP (2005)
(Unit: %)

Source: OECD (2007), Employment Outlook.
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III.5 Vocational Training
Development of the vocational training system
Vocational training in Korea has developed rapidly from government-led
initial training toward support for private sector efforts for continuing
training and labor market training. In the process of industrialization, the
focus of vocational training was to nurture the skilled and semi-skilled
workers necessary for economic development. The government established
public training institutions and took direct charge of training workers so
that they were equipped with skills needed in the manufacturing sector.
Meanwhile, the Basic Act on Vocational Training that was introduced in
1976 made it mandatory for large companies to provide vocational
training at the firm level.
In the 1990s, however, companies sought to avoid having to provide
initial training. Employment insurance was also introduced in 1995, and
the vocational training system changed accordingly. The introduction in
1995 of the Job skill Development Program within the context of
employment insurance system led to the abolishment of many regulations
for mandatory vocational training at the firm level, and also leading to
the expansion of training for the unemployed.
In 2005, the Worker’s Vocational Competency Development Act
came into effect to promote various job skill development programs,
including employer-provided vocational training and worker-led training.
This Act particularly focused on establishing a job skill development
program based on the cooperation between labor and management, and
on strengthening support for vocational training for the more vulnerable
SMEs and non-regular workers.
Employment insurance has served to boost the number of persons
participating in vocational training. Along with the change in the focus of
vocational training from the initial development of skilled workers to the
enhancement of skills for existing workers, the number of workers who
participated in continuing training to upgrade their skills rose sharply
from 679 thousand in 1998 to 2,351 thousand in 2006. The mass
unemployment that followed the financial crisis also served as a foundation
upon which vocational training was greatly expanded to promote reemployment for the unemployed.
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[FIGURE III-15] NUMBER OF PARTICIPANTS IN VOCATIONAL TRAINING

Source: Ministry of Labor, Current Status of Vocational Competency Development Programs.

As things have settled down since the days of financial crisis-induced
high unemployment, training for the unemployed has also decreased
significantly in the 2000s. Still, with accelerated technological innovation,
the life-cycle of skills has grown shorter, amplifying the importance of
in-service worker reeducation and skills formation, leading to a steep
increase in in-service training.

Inequality in training opportunities
Since the financial crisis, corporate management strategies have been
more focused on short-term profitability and the management of core
personnel, and therefore, corporate investment in vocational training has
remained at a low level.
In firms with 10 or more workers, education and training costs as a
percentage of labor costs stood at only 0.8% in 2005. Corporate education
and training expenses that plummeted in the aftermath of the financial
crisis have slowly started to increase in the larger companies, but the gap
in education and training investment levels by firm size is widening. This
shows that, in the 10 years since the financial crisis, the situation has not
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improved much in terms of education and training for workers in SMEs,
unlike for workers in large companies. This gap in opportunities for
training may lead to gaps in productivity, ultimately leading to wider gaps
in working conditions.
The gap in training opportunities has not been affected much by the
government-sponsored training. The number of participants in job skill
development programs, provided through employment insurance in large
companies with 1,000 or more workers, grew from 131,000 persons in
1997 to 1.515 million in 2005, while the increase was much smaller in
SMEs, as participants from middle-sized companies with 150 to 999
workers increased from 37,000 to 486,000, and participants from small
companies with fewer than 150 workers increased from 16,000 to
349,000. This tells us that during the past 10 years, in-service training has
been centered on workers in large companies, while workers in SMEs
have been relatively excluded from these opportunities. This is rooted
primarily in the poor environment for training in SMEs, but also reflects
the absence of institutional measures to address the issue. There has
been recent movement to deal with this inequality through various
initiatives, including those led by such organizations as the SME Training
Consortium.
[FIGURE III-16] EDUCATION AND TRAINING EXPENSES PER WORKER BY FIRM SIZE
(Unit: 10,000 won)

Source: Ministry of Labor, Corporate Labor Costs Survey.
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[FIGURE III-17] NUMBER OF PARTICIPANTS TO PUBLIC-SPONSORED VOCATIONAL
TRAINING PROGRAMS BY FIRM SIZE

(unit: million persons)

Source: Ministry of Labor, Current Status of Vocational Competency Development Programs.

Low level of participation in lifelong learning
Korea’s economic development has been said to be based on abundant
labor of a relatively high quality. Recently, however, questions have been
raised as to whether our considerable investment in human resources
development is actually effective. In 2006, 82.1% of high school graduates
entered college, giving evidence for the high level of tertiary education in
Korea. But due to general education that is disconnected from labor demand,
it is taking longer for college graduates to move into the labor market,
and this has led to the emergence of unemployment of highly educated
youth. This problem is compounded by the lack of sufficient investment
in human resources development after entry into the labor market, as compared
to the arguably excessive investment in education during the school years.
The percentage of legal adults who participated in lifelong learning
programs at least once was 21.6% in 2004. Participation in lifelong
learning programs directly related to work skills was at 12.7%, which was
only a slight increase from 10.3% in 1996.
In comparison with the other members of the OECD, the lifelong
learning participation rate for adults (25-64 years old) in Korea is 23.4%,
a ratio much lower than the OECD average of 44.0%. Also, in terms of
the rate of participation in job-related lifelong learning, Korea, at 14.1%,
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is ranked among the lowest. This low degree of lifelong learning creates
an inability of workers to keep up with the changing demand for skills
that accompanies rapid technological advancement. This, in turn, could
make workers unable to respond proactively to labor market risks such
as unemployment or insecure employment.
<TABLE III-6> PARTICIPATION RATE IN LIFELONG LEARNING
(Unit: %)

Lifelong learning
1996
2000
2004

17.4
17.2
21.6

Job-related
lifelong learning
10.3
9.9
12.7

Vocational training
2.2
2.1
2.1

Notes: 1) For household members 15 years of age and older (excluding students and college entry
exam repeaters).
2) Job-related lifelong learning participation rate is the sum of the participation rates for
on-the-job training and vocational training.
Source: National Statistical Office, Report on the Social Statistics Survey.

[FIGURE III-18] INTERNATIONAL COMPARISON OF LIFELONG TRAINING PARTICIPATION
RATES FOR ADULTS (25-64 YEARS OLD)
(Unit: %)

Source: OECD (2002), Education at a Glance; National Statistical Office (2004), Social Statistics Survey
as quoted in Lee, B. et al (2006), Study on Lifelong Learning and Labor Market.
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III.6 Unemployment Benefits
Employment insurance coverage rate
After taking effect in July 1995, employment insurance coverage was
extended to all workplaces with 1 or more workers in October 1998, and
further expanded to cover daily workers in January 2004. The statutory
coverage of employment insurance has therefore been expanded to
cover all wage workers. However, among all employed persons, the
number of insured persons was just slightly over one-third at the end of
2006, while among wage workers, the percentage of those with
employment insurance coverage remained at about 50% in the 2000s,
and reached 54.9% at the end of 2006. Even when we look at just the
smaller group of regular and temporary workers, the participation rate
was only 64.0% as of the end of 2006.
This low coverage rate reflects the high proportion of non-wage work
in Korea as compared with the advanced countries, and the increase in
nonstandard work following the transition to a more services-oriented
industrial structure as well as the diversification of employment status. At
the same time, we cannot ignore the fact that many small workplaces and
non-regular workers who come under the scope of legal coverage are not
actually participating in the employment insurance scheme.
[FIGURE III-19] EMPLOYMENT INSURANCE PARTICIPATION RATES
(Unit: %)

Source: Ministry of Labor internal data.
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The employment insurance participation rate for non-regular workers
is 26.0%, and it was only 20.0% in workplaces with fewer than 5 workers
in 2007. To provide more of an incentive for employment, and to create
a stable and vibrant labor market, these blind spots in the employment
insurance scheme must be addressed.

International comparison on major indicators of unemployment
benefits
The duration of unemployment benefits in Korea is linked to the age
of the worker, and the insurance period at the time of job separation.
Thus, the duration of benefits will be longer for older workers who have
been insured for a longer time. For a 40-year-old unemployed person,
the 2004 maximum benefit duration was 180 days (210 days since July
2005), which was significantly shorter than the maximum benefit
duration in advanced countries.
The recipiency rate of unemployment benefit refers to the ratio of
persons receiving unemployment benefits to the total number of
[FIGURE III-20] BENEFIT DURATION IN MAJOR COUNTRIES (2004)
(Unit: months)

Source: Werner, H. and W. Winkler (2004), “Unemployment Compensation Systems: A CrossCountry Comparison”, IAB Labour Market Research Topics, No. 56, p.13.
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unemployed persons, and this is an indicator for the effectiveness of
unemployment benefits as a social security net. In the late 1990s, the
early days of employment insurance, the recipiency rate in Korea was
much lower than that in advanced countries. The rate was at 9.8% in
2000, and rose steadily to 30.0% in 2006, and was at 34.2% as of June
2007. Although the rate is still lower in Korea than in countries that have
unemployment assistance programs, it is close to the rate in countries
such as the US (36% in 2004) and Japan (31.7% in 2001) which only
have unemployment insurance programs.
The reasons for our lower recipiency rate are various. First, the ratio
of insured as a percentage of the total number of employed persons is
quite low. Second, the requirements for benefit payments are significantly
stricter than in other countries. In particular, there are very strict
restrictions on the reasons for job separation that qualify for benefit
payments. For instance, benefits are not paid to workers who separated
voluntarily without justified cause, or those dismissed for a serious fault
on the part of the worker. The third reason relates to the difference in
<TABLE III-7> INTERNATIONAL COMPARISON OF UNEMPLOYMENT BENEFIT (1990S)
(Unit: %)

Australia
New Zealand
Austria
France
Germany
Ireland
Netherlands
Portugal
UK
Denmark
Canada
USA
Japan
Korea

Unemployment compensation
programs
Assistance
Assistance
Insurance and assistance
Insurance and assistance
Insurance and assistance
Insurance and assistance
Insurance and assistance
Insurance and assistance
Insurance and assistance
Insurance
Insurance
Insurance
Insurance
Insurance

Recipiency
rate
95
114
132
82
76
142
143
77
85
103
60
34
38
6

Replacement
rate
29
32
34
53
48
27
58
47
18
51
45
34
39
36

Note: The replacement rate refers to the average weekly benefit amount as a percentage of the
national average weekly wage.
Source: Vroman, W. and V. Brusentsev (2005), Unemployment Compensation Throughout the World: A
Comparative Analysis, W.E. Upjohn Institute for Employment Research, p.65.
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[FIGURE III-21] RECIPIENCY RATE OF UNEMPLOYMENT BENEFIT
(Unit: 1,000 persons, %)

Note: The unemployed are those who have been seeking jobs for 4 weeks.
Source: Ministry of Labor internal data.

benefit duration according to age and insurance duration, and the related
fact that the average benefit duration is shorter in Korea than in other
countries. In 2007, the benefit duration ranged from 90 to 240 days, and
the actual average benefit duration was 114 days.

Reemployment outcome of benefit recipients
Regardless of whether benefit recipients received early reemployment
allowances, the number of persons who were reemployed within the
benefit period increased steadily from 21,000 in 1998 to 192,000 in 2006.
In particular, the increase rate was significant between 2004 and 2006,
when there was a 70% increase in the number of reemployed persons.
The reemployment rate grew accordingly from 5.4% in 1998 to 25.7% in
2006. The reemployment rate for the first half of 2007 stood at 24.3%.
Active support for the placement of recipients of unemployment
benefits has been lacking in Korea, due to the shortage in support
personnel, and this has led to criticism that the employment service
centers have turned into unemployment benefits processing centers that
only take care of administrative duties related to employment insurance.
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[FIGURE III-22] REEMPLOYMENT RATE FOR BENEFIT RECIPIENTS
(Unit: 1,000 persons, %)

Note: Reemployment rate = (number of reemployed persons / number of jobseeker benefit
recipients) ×100.
Source: Ministry of Labor internal data.

Efforts to develop employment services have actively been carried out
since 2005, broadening the scope of the employment services provided
by the employment service centers, and serving to increase the number
of clients served through the centers, while accomplishing much more in
terms of helping workers gain employment. The centers are now more
flexible in terms of examining the unemployment status of benefit
recipients, as they have turned from reviewing everyone once every two
weeks to reviewing the unemployment status of recipients every 1 to 4
weeks, depending on individual characteristics. The centers also operate
a program where services are provided according to Individual Action
Plans for reemployment that are established by each individual

III.7 Industrial Accident Compensation Insurance
Trends in industrial accidents
The number of industrial accidents had decreased from the mid-1980s
to 1998, but started to increase again starting in 1999. This increase is
mainly due to the decrease in industrial accident prevention investment
after the financial crisis; the inclusion of all workers with higher rates of
industrial accidents in the data after Industrial Accident Compensation
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Insurance (IACI) participation was made mandatory from July 2000 for
all workplaces employing 1 or more regular workers; the inclusion of
musculoskeletal and other disorders in the widened range of diseases
recognized as industrial diseases; the relaxation of safety and health
regulations; and the increase in unskilled workers.
The monetary equivalent of damages from industrial accidents is
called the economic loss amount (industrial accident compensation
amount + indirect losses). Together with the industrial accident
compensation amount, the amount of economic loss has been on the
rise. The economic loss for 2006 is estimated at 15.8 trillion won, which
is equivalent to about 2% of Korea’s GDP.
In terms of lost working days, that number increased until 1996 and
then decreased until 1999, and increased again during the past 5 years.
The number of lost working days in 2006 was 71.2 million worker-days,
which is approximately 59 times the number of working days lost to
labor disputes.
The injury rate - the number of all disabling injuries per million
worker-hours - follows a trend that is similar to that of the accident rate,
whereas the severity rate - the number of working days lost as a result of
disabling injuries per thousand worker-hours - kept fluctuating until 2000,
when it started to follow an upward trend.
[FIGURE III-23] TRENDS IN INDUSTRIAL ACCIDENT OCCURRENCE
(Unit: cases, persons)

Source: Ministry of Labor, Industrial Accident Analysis.
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[FIGURE III-24] ECONOMIC
2006)

LOSS AMOUNT AND LOST WORKING DAYS

(1985 ~

(Unit: 100 million won, 1,000 worker-days)

Notes: 1) Industrial accident compensation amount and indirect loss amount have been adjusted
by the GDP deflator (2000=100.0).
2) Indirect loss amount = 4 times the industrial compensation loss amount, according to
the Heinrich method.
3) Lost work days = lost work days by disability grade of disabled workers + lost work days
of the deceased + treatment days for the injured and sick.
Source: Ministry of Labor, Industrial Accident Analysis.

[FIGURE III-25] KEY INDICATORS OF INDUSTRIAL ACCIDENTS
(Unit: %)

Notes: 1) Accident rate = disabled or deceased workers / total workers×100.
2) Mortality rate per 10,000 persons = deceased workers / total workers ×10,000.
3) Injury rate = disabling injuries / annual worker-hours × 1,000,000.
4) Severity rate = total lost working days / annual worker-hours × 1,000.
Source: Ministry of Labor, Industrial Accident Analysis.
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Industrial accident statistics are calculated in different ways in
different countries, making it difficult for us to perform an international
comparison. Some countries do not include statistics on persons who die
from occupational diseases, and the number of injured/deceased workers
may differ according to the scope of recognition that each country has
for industrial accidents. One statistic that does allow for international
comparison is the industrial accident death rate per 10,000 persons. This
rate in 2003 was 0.07 in the UK, 0.31 in Japan, 0.40 in the US and 0.47 in
Germany, but it was 1.45 in Korea, which provides objective evidence
that efforts to prevent industrial accidents must be strengthened in Korea.

Investment in industrial safety: prevention
To ensure that workers can work safely in their workplaces and offices,
society must work first to prevent industrial accidents, and preemptively
invest in creating a pleasant work environment.
In terms of investment, investment increased from 1988 to 1996, with
the exception of 1995. This trend was interrupted in 1997 by the
economic crisis, but has recovered since 2003. Even in 2006, however,
[FIGURE III-26] INVESTMENT IN INDUSTRIAL ACCIDENT PREVENTION
(Unit: 100 million won, won)

Note: Adjusted with the GDP deflator (2000=100.0).
Source: Ministry of Labor, IACI Statistical Yearbook.
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the levels of investment were lower than those of the mid-1990s. In 2006,
a total of 249.1 billion won, or 0.03% of the GDP was invested in
preventing industrial accidents.

IACI coverage: compensation
Even with prevention efforts, industrial accidents may happen
unexpectedly, so there is a need to provide treatment, care, rehabilitation
and other relevant services to injured workers so that they can return to
society as quickly as possible, and to compensate these injured workers
so that they can maintain their livelihood during this period.
IACI supports these efforts, and the number of workers covered by
IACI has continuously increased as the institution has been expanded. In
particular, with the change to the system in July 2000 that required all
workplaces with 1 or more regular workers to join the IACI scheme, the
number of covered workers increased greatly. However, the fact that at
the end of 2006, 25.8% of all wage workers still were not covered by
IACI tells us that we have yet to reach our goal of ensuring industrial
[FIGURE III-27] NUMBER OF WORKERS COVERED BY IACI (1985 ~ 2006)
(Unit: %, 1,000 persons)

Source: Ministry of Labor, IACI Statistical Yearbook; National Statistical Office, KOSIS.
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safety and health for all workers. Furthermore, considering that only
50.5% of all employed persons were covered under IACI as of the end
of 2006, we need to work toward establishing a social security system
that enables all employed persons to receive the benefits of IACI.

III.8 Social Security System
Expansion of the social security system
Social risks are those risks that a significant number of the members
of society may face, and that could - when neglected - impact society at
large. Poverty, aging or disability, temporary health problems, occupational
accidents, unemployment, childcare and senior care are examples of such
risks that the state manages through social security institutions such as
public assistance programs, social insurance, and social services.
Currently in Korea, we have social insurances that manage the social
risks of aging and disability, health, occupational accidents and unemployment,
and senior care. The development of social security in Korea started in
1963 when IACI was first implemented. Health insurance was added in
1976, followed by the national pension in 1988, and employment
insurance in 1995. In 30 years, we have gone through condensed growth
in social security by implementing 4 major programs of social insurance.
In 2008, we also introduce long-term care insurance.
By design, the public pension and medical care components of
Korea’s social insurance scheme should include all citizens of Korea, but
this turns out to be true only for medical care, and not for the public
pension program. Numerous expansions in the coverage of the public
pension program have led to a higher degree of inclusiveness than before,
but coverage has remained stagnant at around 60% since 1998. IACI and
employment insurance were actually designed to apply only to wage
workers, but in reality all employed persons are exposed to basically the
same risks. The inclusiveness of IACI and employment insurance has
been increasing overall, with IACI coverage for wage workers at around
70% and employment insurance coverage for wage workers at around
50%, but when we look at coverage for all employed persons, the
numbers fall to 50% for IACI and 35% for employment insurance.
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<TABLE III-8> DEVELOPMENT OF SOCIAL INSURANCE IN KOREA
Employment
insurance
-1960: Establishment -1979: Government -1964: IACI Launched -1995: Employment
·1964: Workplaces Insurance Launched
of the Government Employees and
with 500 or more - Unemployment
Employees Pension Private Schools
Benefits
Workers
Scheme
-1977: Launch of the
·1995: Workplaces
·1965~1973:
-1962: Launch of an Health Insurance
with 30 or more
Extended to
independent Military Program
Workers
Workplaces with
Personnel Pension
·1977: Workplaces
·1998: Workplaces
16 or more
Scheme
with 500 or more
with 10, 5 and 1
Workers
-1975: Launch of the
Workers
or more Workers
Private School
·1981: Workplaces ·1982: Workplaces
·2002: Daily
with 10 or more
Teachers and
with 100 or more
Workers
Workers
Employees Pension
Workers
Scheme
·1988: Rural Areas ·1987: Workplaces -Employment
Stabilization
with 5 or more
-1988: Launch of the
·1988: Workplaces
Program, Job Skill
Workers
National Pension
with 5 or more
·2000: Workplaces Development
Scheme
Workers
Program
with 1 or more
·1988: Applies to
·1989: Urban Areas
·1995: Workplaces
Workers
Workplaces with -1997: Regional
with 70 or more
10 or more Workers Insurance,
Workers
·1992: Expanded to Government
·1998: Workplaces
Workplaces with 5 Employees and
with 50, 5 and 1
or more Workers Teacher Insurance
or more Workers
·1995: Expanded Integrated
to Rural Areas
-1999: Workplace
·1999: Expanded Insurance, Regional
to Urban Areas
Insurance and
(‘national’ pension) Government
·2003: Expanded to Employee and
more Workplaces Teachers Insurance
all Integrated
(1 or more
·2001: Extended to
Workers)
Workplaces with
Fewer than 5
Workers
-2003: Budget
Integration
Completed
Public pension

Health insurance

IACI

Source: National Pension Corporation, National Pension Statistical Yearbook; National Health
Insurance Corporation, National Health Insurance Statistical Yearbook; Ministry of Labor,
IACI Statistical Yearbook; Employment insurance internet service http://edi.work.go.kr
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[FIGURE III-28] TRENDS IN SOCIAL INSURANCE COVERAGE

Notes: 1) Public pension coverage = (persons covered by the National Pension + persons covered
by the Government Employee Pension and the Private School Teachers and Employees
Pension)×100 / 18-59 year old population.
2) Health care coverage = (persons covered by National Health Insurance + persons
covered by Medial Aid)×100 / Total population.
3) IACI coverage = persons covered by IACI × 100 / total number of wage workers.
4) IACI coverage A = persons covered by IACI × 100 / total number of employed
persons.
5) Employment insurance coverage = persons covered by employment insurance × 100 /
total number of wage workers.
6) Employment insurance coverage A = persons covered by employment insurance ×
100 / total number of employed persons.
Source: National Statistical Office, KOSIS National Statistics Portal; National Pension
Corporation, National Pension Statistical Yearbook; National Health Insurance Corporation,
National Health Insurance Statistical Yearbook; Ministry of Labor, IACI Statistical Yearbook;
Employment insurance internet service http://edi.work.go.kr

Social insurance benefit levels
The income replacement rate of the national pension was originally
designed to be 70% with 40 years of initial participation, but this rate has
fallen continuously, and is now set to be 40% in 2028. The co-payment
rate for health insurance has remained steady at 50%. IACI maintains the
highest level of benefits, as the income replacement rate is 70% of the
average wage for sick leave benefits, and the pension benefit is at 90%
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<TABLE III-9> SOCIAL INSURANCE BENEFIT LEVELS
National pension
Employment
Health insurance
IACI (income
(income replacement
insurance (income
(co-payment rate)
replacement rate)
rate)
replacement rate)
1993 study: 52%
-Sick-leave benefits: -Unemployment
1988~1998: 70%
(Lee, H. & Moon, O.) 70% of average wage benefits
1999~2007: 60%
1999 study: 51.7%
-Disability compensation -50% the pre2008~2027: 50%
unemployment
(Kim, C. et al.)
pension / injury(falls 0.5%p each
2002 study: 54%
disease compensation average wage
year)
-Paid according to
(Lee, J.)
pension
2028 and beyond:
duration of
2003: 48%
- Grade 1: 90% of
40%
participation and
(Ministry of Health
average wage
age. Duration from
and Welfare
- Grade 2: 80% of
90 days to 8 months.
publication - White average wage
-Extension beyond
Paper on Health and - Grade 3: 70% of
the benefit duration
average wage
Welfare))
is possible when
-Survivors pension
- 67% for a family of 4 reemployment is
-Nursing care benefits difficult or livelihood
is threatened.
-Constant care:
Benefit level is 70%
approx. 1.5 times
the minimum wage of regular
-Occasional care: 2/3 unemployment
the level of constant benefit level.
care
Source: National Pension Corporation website http://www.nps.or.kr/; Lee, H. and Moon, O.
(1993), “Analysis of Co-payments for Health Insurance Covered Patients,” Seoul National
University Graduate School of Public Health, Journal of the Institute of Health Environmental
Sciences 3(1), pp.18~32; Kim, C. et al. (1999), “Co-payment Amounts for Patients with
Health Insurance Coverage,” Korea Society of Health Policy and Administration, Korean
Journal of Health Policy and Administration 9(4), pp.1~14; Lee, J. (2002), “Current Status and
Trends of Health Insurance Co-payments,” NHIC Health Insurance Research Institute,
Health Insurance Forum 1(3), pp.51~72; Ministry of Health and Welfare (2003), White Paper
on Health and Welfare; National Health Insurance Corporation, Health Insurance Statistical
Yearbook; Ministry of Labor, IACI Statistical Yearbook; Employment Insurance Internet
Service http://edi.work.go.kr

for grade-1 disabilities. Nursing care benefits are set at an even higher
level, but are compensated on the basis of actual cost. Unemployment
benefits in the framework of employment insurance are paid at an
income replacement rate of 50% of the average wage. The extension of
the benefit period for unemployment benefits is possible on a needs
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basis, and the income replacement rate during this extension is 35% of
the average wage.

Changing social risks and increased demand for welfare services
Welfare systems based on cash transfers through social insurance and
public assistance assume continuous economic growth, full employment,
equality, and a traditional industrial society where men provide monetary
support and women provide domestic labor and care in the context of
stable family relations. The present society is quite different from this
‘traditional’ society. Thus, the assumptions of the past welfare system
have been faltering, and the nature of social risks is changing. With an
aging population, the dissolution and instability of families, various new
family types and other new social phenomena, we face a new list of
social risks that require new social policies.
Just as our economy experienced rapid growth, the family and
demographic structure has also changed rapidly over a short period of
time. The first of these changes can be seen in the rapid aging of the
population. The proportion of persons 65 years or age and older among
the total population was only 3.1% in 1970, but this grew rapidly to 5.1%
in 1990, 7.2% in 2000 and 9.5% in 2006. Meanwhile, the median age rose
from 18.5 years in 1970 to 35.4 years in 2006. This rapid aging was the
combined result of a drop in the birth rate as a result of a childbirth
strike, and the increase in the average life expectancy. Korea has also
seen an increase in the number of 1-person households, and among
these, 25% consist of persons who are 65 years of age or older. Along
with this increase in the senior population and the increase in the
number of 1-person senior households, when we also take into
consideration the fact that the rate of disease prevalence among seniors
65 years of age or older is 49.2%, we can anticipate an explosive growth
in demand for elder care services.
The standard family of the past with a breadwinning male, a caregiving female, children, and elderly grandparents is now giving way to
various types of families. Single-parent families are on the rise with the
increasing divorce rate; family reconstitution is increasing with the rise in
the number of remarried families; and an increase in the number of
international marriages particularly in the rural areas is leading to more
multicultural families (marriage migrant families). Also, as more women
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are employed, social awareness is changing, and it is now unreasonable to
expect all women to play the role of the caregiver.
There is more demand for new social services such as childcare and
nursing care, but with the decrease in the ability of the home to supply
such social services, it is necessary for the State to pay more attention to
social services beyond the existing expectation of cash transfer.
Accordingly, the government continuously increased the ratio of spending
on social welfare services from 1.3% of the budget in 1993 to 3.9% in
2004, the year before social services were delegated to the local
governments.

International comparison of social security expenditure and
tax-to-GDP ratios
The level of social security spending in Korea is among the lowest in
the OECD nations. Only Mexico and Korea spend less than 10% of
[FIGURE III-29] SOCIAL WELFARE SPENDING IN OECD COUNTRIES (IN 2003)
(Unit: %)

Source: OECD, OECD Social Expenditure Database (SOCX). www.oecd.org/els/social/expenditure
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their GDP on social security, and only 6 of the OECD members have
spending levels lower than 20% of GDP. Meanwhile, social security
spending exceeds 25% of GDP in 10 OECD countries. One notable
characteristic of social security spending in Korea is that it has the
highest level of statutory private welfare spending as a percentage of the
total amount spent on social welfare. This tells us that larger portions of
social welfare programs are funded by the private sector, instead of by
the government. Only Korea, Switzerland and Iceland have statutory
private welfare spending ratios that exceed 20% of total welfare spending,
while the ratio is between 10-20% in Australia, Finland and Luxembourg,
and is less than 10% in all other OECD nations.
Government spending on social welfare is funded by tax revenue. It
would therefore be appropriate to examine the level of taxes in relation
to social security spending. The tax-to-GDP ratio was highest in Sweden
where it was above 50%, and spending was above 40% in Scandinavian
and European countries including Denmark, Belgium, France, Norway,
Austria, Italy and Luxembourg. The tax-to-GDP ratio of Korea was one
of the lowest, second only to Mexico. As for public social welfare
expenditure, Sweden, France, Germany, Denmark, Belgium, Austria and
[FIGURE III-30] TAX BURDEN AND SOCIAL SECURITY SPENDING IN OECD COUNTRIES
(IN 2003)
(Unit: %)

Source: OECD, OECD Social Expenditure Database (SOCX) www.oecd.org/els/social/
expenditure; OECD (2006), Revenue Statistics 1965-2005.
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Norway had levels above 25% of GDP, and Korea was last with 5.7%,
followed by Mexico with 6.8%.
In regards to the ratio of the public social security spending component
as a percentage of the total tax burden, Germany and Japan had highest
levels, and exceeded 70%. They were followed by Switzerland, Poland
and France. The only countries with a ratio of less than 50% were Korea,
Mexico and Iceland, and among these, Korea’s ratio was lowest at 22.5%.
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IV.1 Unionization Rate
Overview of changes and international comparison of the
unionization rate
Within the larger context of political democratization, the labor movement
grew explosively in July and August 1987, and the unionization rate
jumped accordingly, from 15.7% at the end of June 1987 to 18.5% by
the end of the year. The unionization rate continued to increase until it
peaked at 19.8% in 1989, and then started to fall, dropping to 12%
between 1997 and 2001, 11% in 2002 and 2003, and 10.3% in 2005. The
number of union members also fell from a high of 1.93 million in 1989:
that number briefly increased after the financial crisis. This increase was
not large, however, and starting in 2002, the number of union members
has continued to fall. [Figure IV-1] tells us that the number of union
members has remained between 1.5 million to 1.6 million since the
financial crisis. Thus, it may be that the fall in the unionization rate
during this period was simply a result of a larger number of wage
workers.
[FIGURE IV-1] UNIONIZATION RATE AND UNION MEMBERSHIP TRENDS
(Unit: 1,000 persons, %)

Source: Ministry of Labor.
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Worldwide, there is talk of a decline in the labor movement and a
drop in unionization rates 29 , and <Table IV-1> shows us that
unionization rates have indeed dropped rapidly from 1990 to 2003 in
Korea, as well as in Australia, Ireland, UK and Germany. But a closer
look at <Table IV-1> also tells us that in many countries, the
unionization rate remained stable or changed very slightly between 1998
and 2003.
<TABLE IV-1> INTERNATIONAL COMPARISON OF DECLINING UNIONIZATION RATES
(Unit: %)

Country
Australia
Austria
Belgium
Canada
Denmark
Finland
France
Germany
Ireland
Italy
Japan
Korea
Netherlands
Norway
Spain
Switzerland
UK
USA

1970

1990

1993

1998

2003

50
63
42
32
60
51
22
32
53
37
35
13
37
57

41
47
54
33
75
73
10
31
51
39
25
18
24
59
13
24
39
16

38
43
55
33
77
81
10
32
48
39
24
15
26
58
18
23
36
15

28
38
55
29
76
78
8
26
42
36
23
12
25
56
16
22
30
13

23
35*
55*
28
70
74
8
23
35
34
20
11
22*
53
16
18**
29
12

29
45
24

1970~1990 1990~2003
% change % change
-9
-18
-16
-12
+12
+1
+1
-5
+15
-5
+22
+1
-12
-2
-1
-8
-2
-16
+2
-5
-10
-5
+5
-7
-13
-2
+2
-6
+3
-5
-6
-6
-10
-8
-4

Note: * denotes 2002 figures, ** denotes 2001 figures.
Source: Visser (2006).
29

Strong opposing views have been expressed, too, pointing, for instance, to the labor movement
and the unionization rates that are gaining strength in the developing countries, and to the fact
that among the 29 OECD countries, although the unionization rate fell by 2% or more in 22
countries between 1980 and 2000, it remained stable in 1 country (Sweden), and has increased
by 2% or more in 6 countries (Belgium, Denmark, Finland, Iceland, Spain and Turkey). It has
also been noted that even in countries with falling unionization rates, the decrease is slowing or
unionization rates are stabilizing. (Cho, W. et al, 2007: 222).
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[FIGURE IV-2] CHANGE IN THE NUMBER OF UNION MEMBERS IN MAJOR COUNTRIES
(1995 NUMBERS SET AS 100)

Source: Calculated from KLI Labor Statistics.

[Figure IV-2] shows the relative change in the number of union
members, with the 1995 levels serving as the baseline (100). Here, we can
see that the number of union members in Korea dropped sharply with
the financial crisis, but recovered somewhat, so that overall, there was a
slight downward trend similar to that in the UK and the US. Meanwhile,
in Australia, the number of union members initially dropped sharply and
then stabilized, while in Japan, there was a steady continuous decrease in
the number of union members. As for Korea, if we take into consideration
the government employees union and the atypical workers unions that
were not included in official statistics until 2005, we can say that the
labor movement is still quite dynamic.

Relationship between change in the employment structure
and change in the unionization rate
An examination of the change (from 1993 to 2005) in the number of
union members by industry sector reveals that, as shown in <Table IV2>, the proportion of union workers in the manufacturing sector is

156

Labor in Korea 1987~2006: Looking through the Statistical Lens

<TABLE IV-2> CHANGE IN THE NUMBER OF UNION MEMBERS BY INDUSTRY
(Unit: persons, %)

1993

Agriculture, fishing
and mining
Manufacturing

Ratio

2005

Union Rate of change in
member the number of
Ratio
increase wage workers
rate
(’93~’05)

20,994

1.2

44,093

2.9

110.0

-37.5

739,394

43.1

413,083

27.6

-44.1

-12.3

Electricity, gas and
water supply

32,446

1.9

31,610

2.1

-2.6

69.0

Construction

20,773

1.2

36,501

2.4

75.7

31.0

Wholesale and retail

64,877

3.8

10,460

0.7

-83.9

1.9

18,681

1.1

23,892

1.6

27.9

63.6

409,337

23.9

327,774

21.9

-19.9

51.3

204,763

11.9

153,346

10.3

-25.1

-19.1

203,247

11.9

454,742

30.4

123.7

83.4

1,714,512 100.0 1,495,501 100.0

-12.8

23.7

Hotels and
restaurants
Transport, post and
telecommunications
Financial institutions
and insurance
Other various
services
Total

Notes: 1) ‘Other various services’ include real estate and renting and leasing, business activities,
public administration, education, health and social work, recreational, sporting and
cultural activities, other community, repair and personal service activities, and private
households with employed persons.
2) Figures may differ slightly from official statistics due to partial omissions in the number
of union members.
Source: Adjustments made on data in Cho, S. and Kim, J. (2007). Wage worker figures from
National Statistical Office, Census on Basic Characteristics of Establishments.

decreasing significantly, while union membership is growing in health
and social services and other service industries, including hotels and
restaurants. Therefore, despite the sharp decrease in the number of
union members in manufacturing, the total number of union members
has not fallen significantly, due to new unionization trends in services.
The union member ratio of the transportation and telecommunications
sector remained quite stable throughout this period. What is interesting is
that <Table IV-2> shows us that, during the same period, among wage
workers, the number of union members in manufacturing fell much more
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sharply than the overall number of workers in manufacturing. In other words,
we cannot attribute the decline in the unionization rate in Korea simply
to the fall in the composition ratio of manufacturing, where unionization
is relatively easier. Meanwhile, in ‘other various services,’ the increase
rate for the number of union members did exceed the increase rate in the
total number of wage workers, but, overall, while the increase rate for
the number of union members in the service sector recorded 7.7%, the
number of all workers in the services sector (including hotels and
restaurants, transport and financial institutions) increased at a rate of
42.2%, so the unionization rate also fell for this particular sector.
Manufacturing has been the most important sector for the labor union
movement, and data on changes in the number of union members in the
manufacturing sector between 1993 and 2005, which are provided in
<Table IV-3>, shows that drop in the number of union members was
greater than the drop in the number of wage workers in the light
manufacturing industry, while in the metal and chemical industries, even
though there was an increase in the number of wage workers, the
number of union members decreased. In sum, the decrease in the
number of union members in the manufacturing sector reflects a
structural change in the decline of the light manufacturing industry, while
also reflecting the failure of union strategies for the protection of
organizations as well as for new organization efforts in the metal and
chemical industries where the number of wage workers increased.30
<Table IV-4> also looks at the manufacturing sector. Here, we can
see that the number of wage workers in large firms has decreased significantly,
but the decline in the number of union members in firms with 50 or
more workers has been modest. For companies with fewer than 50
workers, while there has been a 15% increase in the number of workers,
the number of union members fell 70.3%, reflecting the fact that, under
the enterprise-level labor union system, there have been differences in
the unionization rate decrease rate by firm size.31
30

31

The large decrease in the number of union members in the metal industry may be due to the
fact that it became more difficult to protect organized unions as global competition intensified
with the expansion of trade and overseas investment.
This table is significant in that is tells us that, while overall employment has decreased in the
manufacturing sector, the movement of workers from large to small to smallest-sized firms has
occurred rapidly and broadly. This signifies that the number of ‘decent jobs’ with more stability
and better working conditions has decreased. This is also one of the most serious problems
faced by our labor-management system that is centered on enterprise-level unions in large
companies.
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<TABLE IV-3> CHANGE IN THE NUMBER OF UNION MEMBERS BY MANUFACTURING
SUB-SECTOR
(Unit: persons, %)

Number of union members
1993
Metal

2005

Ratio

407,540 23.8 261,082 17.5

Chemical
Light
Manufacturing

Ratio

71,601

Number of wage workers
Rate of
1993
2005
change
(’93 ~ ’05)

Increase
rate
-35.9

4.2

58,272

3.9

-18.6

260,253 15.2

93,729

6.3

739,394 43.1 413,083 27.6

1,877,700 1,984,438
381,421

5.7

398,234

4.4

-64.0

1,676,565 1,068,221

-36.3

-44.1

3,935,686 3,450,893

-12.3

Note: Metal industry corresponds to sub-sectors 26, 27, 28, 29, 30, 31, 32, 33, 34 and 35 of the
Korean Standard Industrial Classification table; chemical industry corresponds to subsectors 23, 24 and 25; light industry corresponds to sub-sectors 15, 16, 17, 18, 19, 20, 21, 22,
36 and 37.
Source: Same as <Table IV-2>.

<TABLE IV-4> CHANGE IN THE NUMBER OF UNION MEMBERS IN MANUFACTURING
BY FIRM SIZE (1993 ~ 2005)
(Unit: persons, %)

Number of union members
1993 Ratio

2005 Ratio

Increase
rate

Number of wage workers
Rate of
1993
2005
change
(’93 ~ ’05)

1~49 persons

23,839

3.2

7,083

1.7 -70.3

50~99 persons

28,404

3.8 16,091

3.9 -43.3

395,045

404,855

2.5

100~299 persons 113,049 15.3 67,801 16.4 -40.0

524,284

484,813

-7.5

300~499 persons 64,704

8.5 -45.6

192,604

136,416

-29.2

500~999 persons 117,250 15.9 52,953 12.8 -54.8

276,210

140,888

-49.0

1,000 persons or
392,148 53.0 233,977 56.6 -40.3
more

921,246

413,390

-55.1

3,935,686 3,450,893

-12.3

Total

8.8 35,178

739,394 100.0 413,083 100.0 -44.1

1,626,297 1,870,531

15.0

Source: Same as <Table IV-2>.

As for the regional distribution of labor unions, although the number
of unions in the capital region of Seoul, Gyeonggi-do and Incheon
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account for less than half of the total, in terms of the number of union
members, almost 70% are concentrated in this region. This reflects the
existence of a dual structure in union organization between the capital
region and other localities. This is, in part, due to the concentration of
non-enterprise umbrella organization headquarters in Seoul,32 and is also
due to the bias in favor of services over manufacturing in the Seoul area.
<Table IV-5> compares the number of union members by region in
1992 and 2005. We can see here that the proportion of union members
in Seoul and Gyeonggi has increased significantly, reflecting the aforementioned
<TABLE IV-5> NUMBER OF UNION MEMBERS BY REGION (1992 AND 2005)
(Unit: persons, %)

Seoul
Busan
Daegu
Incheon
Gwangju
Daejeon
Ulsan
Gyeonggi
Gangwon
Chungbuk
Chungnam
Jeonbuk
Jeonnam
Gyeongbuk
Gyeongnam
Jeju
Total
(Gyeongnam
+ Ulsan)

1992 year-end

Percentage

2005 year-end

Percentage

Rate of change
(’05/’92)

676,119
199,527
47,556
141,189
31,847
34,992
176,800
31,671
30,181
23,833
30,187
26,541
65,832
209,359
8,964

(39.0)
(11.5)
(2.7)
(8.1)
(1.8)
(2.0)
(10.2)
(1.8)
(1.7)
(1.4)
(1.7)
(1.5)
(3.8)
(12.1)
(0.5)

801,418
63,378
28,238
45,994
18,204
30,521
89,856
207,025
17,224
27,114
22,173
18,759
22,186
51,984
56,201
5,897

(53.2)
(4.2)
(1.9)
(3.1)
(1.2)
(2.0)
(6.0)
(13.7)
(1.1)
(1.8)
(1.5)
(1.2)
(1.5)
(3.5)
(3.7)
(0.4)

18.5
-68.2
-40.6
-67.4
-42.8
-12.8
17.1
-45.6
-10.2
-7.0
-37.9
-16.4
-21.0
-34.2

1,734,598

(100.0)

1,506,172

(100.0)

-13.2

209,359

(12.1)

146,057

(9.7)

-30.2

Source: Ministry of Labor, Labor Union DB and Kim, J. (1993).
32

Of the 51 industry-wide unions, 39 headquarters are concentrated in Seoul, while there are 5 in
Busan, 3 in Daejeon, and 1 each in Incheon, Gyeonggi, Gyeongbuk and Jeonnam.

160

Labor in Korea 1987~2006: Looking through the Statistical Lens

effect of industry-wide unions and the concentration of industry in the
capital region, as well as the change in industrial structure in favor of
services. This contrasts sharply with the drop in the number of union members
in the traditional industry powerhouses of Busan, Incheon and Daegu.
Our analysis has shown that, while the unionization rate fell 9.5
percentage points from 1989 to 2005, the number of union members has
remained relatively stable over the past decade at 1.5 million to 1.6
million. This reflects a sharp decrease in the number of union members
in manufacturing, in large companies and in the localities, which was
offset by an increase in the number of union members in the services
sector. In conclusion, although the unionization rate has fallen
significantly, this fall can technically be attributed to a general increase in
the number of workers. Still, with the exception of efforts made by
government employees and some non-regular workers, there has not
been much movement for organization of new unions, and there is no
denying that, compared with other countries, the unionization rate is
indeed quite low.

IV.2 Labor Union Organization Type
A comparison of the size of past and present labor union
organizations (in terms of the number of members) shows us that the
proportion of union members has fallen for unions of all sizes, except in
unions with 5,000 or more members. This is most likely due to the
influence of stronger organization at the industry level. The number of
unions also dropped in firms of all sizes, with the exception of the
number of unions in firms with fewer than 50 members, where there was
a slight increase. The decrease in the number of unions with 1,000 or
more workers and those with 5,000 or more workers can be attributed to
the merger of unions during corporate restructuring and stronger
industry-level organization, as well as to the drop in the number of
members within these large unions.
Focusing only on the enterprise-level unions (with a total membership
of 900,000) in an analysis of the characteristics of unions by firm size, we
see that over 50% of all union members are working in firms with 1,000
or more workers, as is shown in <Table IV-7>. The number of unions
and the ‘within-firm’ unionization rate was highest in firms with 100 to 299
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<TABLE IV-6> ORGANIZATION BY UNION SIZE
(Unit: unions, persons, %)

Less than 50 persons
50~99 persons
100~299 persons
300~499 persons
500~999 persons
1,000~4,999 persons
5,000 persons or more
Total

1992
# of # of union
unions members
2,929
69,189
1,669
119,335
1,710
280,364
345
131,507
293
202,121
227
437,389
38
494,693
7,527 1,734,598

Ratio
4.0
6.9
16.2
7.6
11.7
25.2
28.5
100.0

2005
# of # of union
unions members
2,976
50,446
1,041
74,206
1,350
223,547
235
91,187
183
124,925
152
291,713
34
650,148
5,971 1,506,172

Ratio
3.3
4.9
14.8
6.1
8.3
19.4
43.2
100.0

Note: Total includes unions where the number of members is unknown.
Source: Ministry of Labor, Labor Union DB and Kim, J. (1993).

<TABLE IV-7> CHARACTERISTICS OF ENTERPRISE-LEVEL UNIONS BY FIRM SIZE
(AS OF THE END OF 2005)
(Unit: unions, persons, %)

Unionizatio
WithinAverage
n rate (as a
# of
enterprise
# of
# of
# of
Firm size
union Ratio
percentage
unions
employees unionization union
members
of the # of
rate
members
workers)
1~49 persons
1,540 21,862 (2.4)
39,745
55.0
14.2
0.2
50~99 persons
1,162 46,649 (5.2)
84,019
55.5
40.1
3.4
100~299 persons 1,790 187,325 (20.9) 301,761
62.1
104.7
12.8
300~499 persons
364 78,319 (8.7)
136,788
57.3
215.2
15.5
500~999 persons
298 106,418 (11.9) 202,298
52.6
357.1
18.9
1,000~ 4,999
238 235,450 (26.3) 483,682
48.7
989.3
56.9
persons
5,000 persons
37 220,094 (24.6) 560,388
39.3
5,948.5
56.9
or more
Total
5,429 896,117 (100.0) 1,808,681
49.5
165.1
6.0
Size unknown
80
6,235
n. a.
77.9
Note: The denominator used for calculating the unionization rate was taken from the National
Statistical Office, Census on Basic Characteristics of Establishments.
Source: Calculated from Ministry of Labor, Labor Union DB.
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workers, pointing to the need for us to examine union activity in midsized firms. Still, we can easily see that the symbolic effect of the 37
unions in firms with 5,000 or more workers is very significant.33 In
terms of overall unionization by firm size, in companies with 1,000 or
more workers, 56.9% of all wage workers are member of enterprise-level
unions, while the rate falls to 0.2% in firms with fewer than 50
workers.34 This inequality in union organization by firm size leads to the
strange phenomena of unions in SMEs being fragmented and weakened,
of increased group egoism of unions in large companies and public
corporations, and of collusion between these large unions and their
employers. This, in effect, has been the major factor behind the shift in
the labor movement’s focus toward industry-level unions. Another factor
behind this move is that the organization of unions at the enterpriselevel has reached its limit. More discussion of this aspect will follow.
We will now examine the status of unions established in various time
periods up until 2005. As the year of establishment used in this analysis
is based on the date of registration with the Ministry of Labor, it should
be noted that in addition to data on union establishment in the purest
sense, this data includes all changes in types of union that were caused by
M&As or the closure of firms. First, if we analyze union membership in
enterprise-level unions according to the year of union establishment, we
can see that, of the 900,000 enterprise-level union members, most are
members of unions established in the late 1980s. In terms of the unions
themselves, most were established after the financial crisis. This data
reflects the drop in the survival rate of unions as they get older. <Table
IV-8> shows us that new union organization was not easy in 1998, when
the financial crisis was at its peak, but the situation temporarily improved,
only to fall again starting in 2002. Since 2002, the numbers of members
in new unions and the within-enterprise unionization rate have also
decreased considerably, telling us once again that new organization of
33

34

Assuming that the actual effect of enterprise-level unions extends also to workers who are not
union members, since the figures in <Table IV-7> tell us that the average unionization rate
within enterprises is about 50%, the effects of the collective agreements bargained by
enterprise-level unions in Korean enterprises are extended to about two times the number union
members.
This may be due to the fact that this analysis only includes the 900,000 persons who are
members of enterprise-level unions. The figures may differ when the 600,000 industry-level
union members are also included in the analysis, but the current numbers were used as is in
order to describe the characteristics of the enterprise-level system of industrial relations. Even
if industry-level union members are included, there would probably be no difference in the fact
that the unionization rate is higher for large companies and lower for SMEs.
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enterprise-level unions is no longer an easy task. We can also see that union
organization in the large companies has more or less been completed, and
that new organizations are forming sporadically in smaller firms.
If we take a look at the local industry-level or occupational unions by
year of establishment, we see that, compared to enterprise-level unions,
there was an even higher number of unions that were established after
the financial crisis, and a greater number of members during this period.
This data points to the more active organization of unions beyond the
enterprise level, following the financial crisis. The next most active
period for the establishment of these unions was the late 1980s. In terms
<TABLE IV-8> ENTERPRISE-LEVEL
THE END OF 2005)

UNIONS BY ESTABLISHMENT YEAR (AS OF

(Unit: unions, persons, %)

# of union

# of

# of

members employees unions
Pre-1960s

Ratio of
the # of
unions

Ratio of
the # of
union
members

Average #
of unions
members

Withinenterprise
unionizati
on rate

100,042

167,024

123

(2.2)

(11.1)

813.3

59.9

85,094

138,652

337

(6.1)

(9.4)

252.5

61.4

138,784

187,830

643

(11.7)

(15.4)

215.8

73.9

311,434

584,396

1,210

(22.1)

(34.6)

257.4

53.3

1990~1997

87,865

173,704

731

(13.3)

(9.8)

120.2

50.6

1998

19,068

44,193

132

(2.4)

(2.1)

144.5

43.1

1999

24,985

66,316

251

(4.6)

(2.8)

99.5

37.7

2000

28,706

57,421

309

(5.6)

(3.2)

92.9

50.0

2001

35,163

82,336

374

(6.8)

(3.9)

94.0

42.7

2002

18,060

44,593

385

(7.0)

(2.0)

46.9

40.5

2003

17,335

58,065

349

(6.4)

(1.9)

49.7

29.9

2004

20,250

159,372

367

(6.7)

(2.2)

55.2

12.7

1970s
1980s (before
June 1987)
1980s (since
July 1987)

2005

13,701

43,730

273

(5.0)

(1.5)

50.2

31.3

1998~2005

177,268

556,026

2,440

(44.5)

(19.7)

72.7

31.9

Total

900,487 2,363,658

5,484

(100.0)

(100.0)

164.2

38.1

Source: Calculated from the Ministry of Labor, Labor Union DB.
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of the number of union members, however, compared to the period
directly following the financial crisis, the number of members was
highest in unions established before June 1987. It is interesting to note
that this period also had the highest average number of union members.
This was actually the result of various local longshoremen’s & warehousemen’s unions and sailor’s unions being newly established or re-registering
after organizational change. Meanwhile, the local industry-level and
occupational unions established since 1998 have an average membership
of 177.2 persons, and are relatively small.
As for the large and small industry-level unions, more than half were
established after the financial crisis. In terms of numbers of union
members, 63.1% of industry-level union members belong to unions
established after the financial crisis. This trend did start to slow down
from 2002, but in terms of membership numbers, the ratio is second
highest for unions that were established in 2002 and beyond. If we also
take into consideration the domino effect that occurred in 2006 in the
conversion of individual unions into industry-level organizations, there is
a significant possibility that, in the long-term, a system centered on
industry-level, local-level and occupational unions will eventually take root.
<TABLE IV-9> LOCAL INDUSTRY AND OCCUPATIONAL UNIONS BY YEAR OF
ESTABLISHMENT (AS OF THE END OF 2005)
(Unit: unions, persons, %)

# of unions
Pre-1960s
1970s
1980s (before
June 1987)
1980s (since July
1987)
1990~1997
1998~2005
Total
1998~2001
2002~2005
Year of
establishment
unknown

# of union Ratio of the #
members
of unions

Ratio of the # Average # of
of union
union
members
members
11.5
798.8
1.0
143.8

18
9

14,378
1,294

4.9
2.4

24

35,460

6.5

28.4

1,477.5

45

20,380

12.1

16.3

452.9

29
246
371
129
117

9,658
43,582
124,752
23,960
19,622

7.8
66.3
100.0
34.8
31.5

7.7
34.9
100.0
19.2
15.7

333.0
177.2
336.3
185.7
167.7

3

683

Source: Calculated from the Ministry of Labor, Labor Union DB.
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<TABLE IV-10> INDUSTRY-LEVEL UNIONS BY YEAR OF ESTABLISHMENT (AS OF
THE END OF 2005)
(Unit: persons, unions, %)

# of union
members
1980s (before June

# of unions

Ratio of the # of Average # of
union members union members

75,274

6

15.7

12,545.7

July 1987~1997

12,701

7

2.7

1,814.4

1998~2001

301,489

26

63.1

11,595.7

2002~2005

88,546

11

18.5

8,049.6

Total

478,010

50

100.0

9,560.2

375

1

1987)

Year of establishment
unknown

Source: Calculated from the Ministry of Labor, Labor Union DB.

<TABLE IV-11> ENTERPRISE-LEVEL

UNIONS AND BEYOND ENTERPRISE-LEVEL
UNIONS BY YEAR OF ESTABLISHMENT (AS OF THE END OF 2005)

(Unit: persons, unions, %)

Establishment period

Enterprise-level
unions

Beyond enterprise-level unions
Local

# of
union

enterprise- level

industry and
Share

members

Ratio of the # of
union members in

occupa-

IndustryShare

level

unions and
Share

unions

tional

beyond enterpriselevel unions

unions
1980s(before

323,920 (36.0)

51,132

(41.0)

75,274

(15.7)

71.9: 28.1

399,299 (44.3)

30,038

(24.1)

12,701

(2.7)

90.3: 9.7

1998~2005 177,268 (19.7)

43,582

(34.9) 390,035

(81.6)

29.0: 71.0

(100.0) 478,010 (100.0)

59.9: 40.1

June 1987)
July 1987~
1997
Total

900,487 (100.0)

124,752

Source: Calculated from the Ministry of Labor, Labor Union DB.

Combining the data in <Table IV-8>, <Table IV-9>, and <Table IV-10>,
we can see that, as shown in <Table IV-11>, while the new establishment
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of enterprise-level unions was stagnant after the financial crisis, unions
were quite active in terms of the unions that go beyond the enterprise
level, leading to a significant difference by year of establishment in the
proportions of enterprise-level unions to beyond enterprise-level unions.
For instance, for enterprise-level unions established from 1987 to 1997
when the autonomous labor movement emerged, the ratio of union
members belonging to enterprise-level unions reached 90.3%, but from
1998 to 2005, in the aftermath of the financial crisis, the proportion of
union members belonging to beyond enterprise-level unions reached 71.0%.

IV.3 Union Representation
The unionization rate for wage workers as of the end of 2005 was 10.3%.
This level of unionization is very low when compared to unionization in
the major advance nations, and we could say that, overall, the representation
of workers by labor unions is very weak. The composition of labor
unions is also distinct from the composition of the total workforce of
Korea, as labor unions consist primarily of male, adult, regular, blue
collar workers in large companies in manufacturing and heavy industries.
<Table IV-12> sets forth data compiled from the Economically Active
Population Survey,35 and here we can find data on union organization by
gender. The table shows us that in 2003, 14.9% of male wage workers
were unionized, while only 6.4% of the women belonged to unions. Men
accounted for 76.7% of all union members, whereas they only comprised
58.5% of all wage workers. This indicates that unions better represent
men than they do women. This trend continued through 2006, when the
ratio of men among all unionized workers fell 2.3 percentage points from
the ratio in 2003, but still recorded 74.4%, a ratio much higher than the
25.6% for women.
By age, the ratio of youth among all union members is 1/5 that of
adults, and continues to decrease. Meanwhile, the number of adult union
members continues to increase, pushing the proportion of adult union
members even higher. In 2003, 22.1% of youth workers were unionized,
35

While 4.1 and 4.2 utilized Ministry of Labor administrative statistics, this section uses data from
the Economically Active Population Survey, and therefore the information presented in this section
may differ slightly from that in previous sections. For instance, administrative statistics show
that the number of union members decreased by 44,000 from 2003 to 2005, but the Survey data
shows an increase in the number of union members by about 120,000 persons from 2003 to
2006.
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<TABLE IV-12> UNIONIZATION BY GENDER, AGE AND EMPLOYMENT TYPE
(Unit: persons, %)

2003
# of union
members
Ratio among # of
union members
Men
Unionization rate
Ratio among # of
wage workers
# of union
members
Ratio among # of
union members
Women
Unionization rate
Ratio among # of
wage workers
# of union
members
30 years Ratio among # of
union members
old and
younger Unionization rate
Ratio among # of
wage workers
# of union
members
Older than Ratio among # of
30 years union members
old
Unionization rate
Ratio among # of
wage workers
# of union
members
Ratio among # of
Regular
union members
workers
Unionization rate
Ratio among # of
wage workers
# of union
members
Temporary Ratio among # of
and daily union members
workers Unionization rate
Ratio among # of
wage workers

2004

2005

2006

1,237,825 1,369,308 1,338,737 1,289,700

Rate of
change
51,875

76.7

75.4

76.1

74.4

-2.3

14.9

16.1

15.4

14.5

-0.5

58.5

58.2

58

58.0

-0.5

376,677

446,063

421,484

444,125

67,448

23.3

24.6

23.9

25.6

2.3

6.4

7.3

6.7

6.9

0.5

41.5

41.8

42.0

42.0

0.5

356,200

414,911

349,255

345,954

-10,246

22.1

22.9

19.8

20.0

-2.1

8.7

10.2

8.7

8.9

0.2

29.0

28.0

26.8

25.3

-3.6

1,258,302 1,400,461 1,410,966 1,387,871

129,569

77.9

77.1

80.2

80.0

2.1

12.5

13.3

12.9

12.1

-0.4

71.0

72.0

73.2

74.7

3.6

1,538,098 1,735,077 1,673,807 1,633,833

95,735

95.3

95.6

95.1

94.2

-1.0

21.3

22.5

21.1

19.8

-1.4

51.1

52.8

53.0

53.7

2.6

76,404

80,294

86,414

99,992

23,588

4.7

4.4

4.9

5.8

1.0

1.1

1.2

1.2

1.4

0.3

48.9

47.2

47.0

46.3

-2.6

Source: National Statistical Office, Additional Survey to the Economically Active Population Survey.
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but this ratio fell 2.1 percentage points in 2006 to 20.0%, whereas for
adults, the ratio rose from 77.9% in 2003 to 80.0% in 2006. In
comparison, adults accounted for a lower 71.0% of all wage workers in
2003 and 74.7% in 2006. In other words, the rate of unionization is
higher for adults than for youths.
By employment type, we can see that most of the union members are
regular workers, while temporary and daily workers can rarely join
unions. In 2003, the ratio of regular workers among union members was
95.3%, and this rose to 94.2% in 2006, in stark contrast to the proportion of
4.7% for temporary and daily workers in 2003 and 5.8% in 2006. Unions
continue to be comprised mostly of regular workers. Considering that
temporary and daily workers account for about half of the wage workers,
their unionization rate of 1% tells us that they have almost no
representation in the unions.
Next, we look at union organization by occupation. Here, the degree
of unionization was relatively high for skilled manufacturing workers,
professionals and clerical workers, but low for unskilled manufacturing
workers and sales/service workers. This trend has continued unchanged
into recent years. In 2003, the unionization rate was highest at 28.5% for
plant and machine operators and assemblers. Although their unionization
rate did fall to 27.0% in 2006, this group still had the highest overall rate
of unionization. The unionization rates for professionals and clerical
workers were relatively high at 14.3% and 15.9% respectively in 2003,
and 14.5% and 15.6% in 2006. Meanwhile, the unionization rates for
sales workers and service workers were a mere 1.8% and 1.7%,
respectively, in 2006. For service workers, in particular, the unionization
rate actually fell 0.3 percentage points, compared to 2003. When we
remember that sales and service workers account for 20% of all wage
workers, we come to realize the seriousness of the lack of representation
for these workers.
The unionization trend by firm size shows that unionization rates have
increased somewhat in the smallest firms with fewer than 10 workers as
well as in workplaces with 300 or more workers, while rates decreased in
workplaces with 10 to 299 workers. The unionization rate for workplaces
with fewer than 5 workers was 0.6% in 2003, but grew slightly to 0.9% in
2006. Meanwhile, for workplaces with 5 to 9 workers, there was an increase
from 1.8% to 2.6%. The proportion of wage workers in workplaces with
fewer than 10 workers, however, is 37% of all wage workers. In comparison,
therefore, the unionization rate in small companies is very low. As
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<TABLE IV-13> UNIONIZATION BY OCCUPATION
(Unit: persons, %)

Unionization rate

# of union
members

Unionization rate

# of union
members

Unionization rate

Rate of change in the
unionization rate (%p)

2006

# of union
members

2005

Unionization rate

Legislators,
senior officials
and managers
Professionals
Technicians and
associate
professionals
Clerks
Service workers
Sales workers
Skilled
agriculture,
forestry and
fishery workers
Craft and related
workers
Plant and
machine
operators and
assemblers
Elementary
occupations

2004

# of union
members

2003

12,192

5.0

17,710

7.5

15,737

6.0

19,103

7.2

2.2

204,590 14.3

223,456 15.4

237,284 15.2 238,985 14.5

0.2

169,824 10.6

209,266 12.3

183,241 10.9 204,907 11.0

0.5

464,733 15.9
29,764 2.0
18,783 1.8

496,603 16.7
34,775 2.3
20,473 2.0

484,599 15.9 475,072 15.6
34,368 2.1 26,442 1.7
26,306 2.5 20,034 1.8

-0.3
-0.3
0.0

1,328

2.7

2,523

4.5

1,752

151,069

9.1

166,863

9.8

165,420

467,414 28.5

94,806

4.6

944

1.9

-0.8

9.7 159,807

9.3

0.2

535,323 30.4

501,040 28.6 480,644 27.0

-1.5

108,378

110,474

0.1

5.0

2.9

5.0 107,887

4.7

Source: National Statistical Office, Additional Survey to the Economically Active Population Survey.

mentioned, the unionization rate in workplaces with 300 or more workers
also increased from 34.0% in 2003 to 35.5% in 2006. In workplaces with
100 to 299 workers, the unionization rate dropped 1.5 percentage points
from 22.9% in 2003 to 21.4% in 2006, while the unionization rate for
workplaces from 30 to 99 workers fell 1.1 percentage points from 14.7%
to 13.6%. The unionization rate remained stable for workplaces with 10
to 29 workers.
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<TABLE IV-14> UNIONIZATION BY FIRM SIZE
(Unit: persons, %)

Rate of change in the
unionization rate (%p)

Change in the ratio of
wage workers (%)

21,212 0.8 25,580

0.9

28,656 0.9

0.3

8.7

42,572

1.8

56,193 2.3 72,605

2.9

66,065 2.6

0.7

11.1

7.6 240,697 7.4

-0.1

5.6

401,676 14.7 464,890 16.2 417,148 14.2 411,089 13.6

-1.1

10.4

315,831 22.9 367,411 24.7 346,081 23.3 333,623 21.4

-1.5

12.9

604,389 34.0 658,999 36.3 656,650 34.6 653,695 35.5

1.5

3.6

232,258

7.5 246,667 7.8 242,157

Unionization rate

# of union
members

0.6

# of union
members

17,777

Unionization rate

Unionization rate

2006

# of union
members

2005

Unionization rate

Less than 5
persons
5~9
persons
10~29
persons
30~99
persons
100~299
persons
300 persons
or more

2004

# of union
members

2003

Source: National Statistical Office, Additional Survey to the Economically Active Population Survey.

Overall, there was an increase in the unionization rates in large companies
that already had high rates of unionization, whereas the unionization
rates in SMEs remained largely the same or dropped slightly. These
numbers tell us that the trend toward union representation is growing for
workers in firms of different sizes.

IV.4 Union Wage Effects
Union and nonunion wage trends
An examination of union and nonunion wage trends shows us that,
with the exception of 1987 when the organization power of unions was
still quite weak, the gap between union and nonunion wages has
continued to increase. In 1987, the total wage for the unionized sector
was 7.5% higher than for the nonunionized sector, but this gap grew to
43.5% in 2005. The same holds true for hourly wages.
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<TABLE IV-15> UNION AND NONUNION WAGE TRENDS
(Unit: 1,000 won, %)

1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

Union
397.4
502.0
586.8
694.0
803.4
958.6
1071.0
1179.4
1342.9
1547.0
1684.5
1736.1
1809.7
2029.1
2189.5
2365.6
2586.8
2762.1
2918.7

Total wage
Nonunion
369.6
400.1
460.1
537.2
660.3
777.9
839.7
925.9
1053.3
1207.8
1326.6
1318.6
1310.7
1436.2
1520.8
1621.4
1763.3
1888.6
2035.1

Wage gap
7.5
25.5
27.5
29.2
21.7
23.2
27.5
27.4
27.5
28.1
27.0
31.7
38.1
41.3
44.0
45.9
46.7
46.2
43.4

Union
1.802
2.326
2.778
3.340
4.044
4.627
5.058
5.610
6.438
7.714
8.428
8.846
8.866
9.951
11.057
12.530
13.531
13.979
15.627

Hourly wage
Nonunion Wage gap
1.706
5.6
1.860
25.1
2.168
28.1
2.589
29.0
3.331
21.4
3.814
21.3
4.023
25.7
4.502
24.6
5.145
25.1
6.168
25.1
6.801
23.9
6.664
32.7
6.462
37.2
7.252
37.2
7.796
41.8
8.550
46.5
9.269
46.0
9.458
47.8
10.616
47.2

Note: The ‘wage gap’ represents how much higher the union wage is in comparison to the
nonunion wage as a percentage of the nonunion wage.
Source: Ministry of Labor, Report on the Basic Statistical Survey on Wage Structure.

Recently, the widening of this wage gap has slowed somewhat. In
2005, for instance, the union/nonunion wage gap actually narrowed in
comparison to the year before. This recent trend also reflected a higher
rate of wage increase in nonunionized sector as compared to the
unionized sector in 2004 and 2005.

Union wage premium
To see what the gap between union and nonunion wages looks like
when all other conditions are held stable, we controlled the variables of
gender, tenure, years of education, age, the industry dummy variable, the
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occupation dummy variable and the firm-size dummy variable to estimate
the coefficient of the union dummy variable and calculate the unionnonunion wage gap.
[Figure IV-3] tells a very interesting story. Whereas the union wage
premium remained between 3-6% before the financial crisis, the
premium increased in a step-like fashion after the crisis to eventually
fluctuate between 6% and 9%. This tells us that the impact of the
financial crisis was delivered in a very unequal manner according to the
existence or absence of a union. In other words, the union wage premium
of unionized workplaces increased substantially with the financial crisis,
as wage levels dropped less in workplaces that had unions, while in those
workplaces without unions, wage adjustment was much easier. But as we
approached 2005, this union wage premium started to decrease, and has
returned to pre-crisis levels. The union wage premium in the Korean
labor market has gone through a long adjustment period after the shock
of the financial crisis, and has returned to normal levels, but still, as seen
in <Table IV-15>, the overall wage gap has increased between union
[FIGURE IV-3] UNION WAGE PREMIUM TRENDS

Note: Wage premium is calculated by estimating the union wage effect by controlling the variables
of gender, tenure, years of education, age, the industry dummy variable, the occupation
dummy variable and the firm-size dummy variable.
Source: Ministry of Labor, Report on the Basic Statistical Survey on Wage Structure.
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and non-union workplaces. This tells us that we need to pay attention to
both the net effect and the gross effect that unionization has on wages.

Labor unions and wage structure
We have seen that the gap between union wage and nonunion wage
has increased over the years. Unions also have the effect of reducing
wage gaps that exist within unionized sectors. First, if we look at the
gender wage gap in both unionized and nonunionized sectors, we can see
that, although since 1987 the gender wage gap has narrowed gradually in
both sectors, the gap has grown much smaller in the unionized sector. In
1987, the gender wage gap was almost the same for unionized and
nonunionized sectors, but in 1997, right before the financial crisis, while
the gender wage gap was 46.1% in the unionized sector, it was about 20
percentage points higher, at 65.8%, in the nonunionized sector.
Recently, however, the gender wage gap in the unionized sector has
widened again, while the gap in the nonunionized sector has continued
to decrease, leading to a smaller difference in the gender wage gaps in
unionized and nonunionized sectors.
[FIGURE IV-4] GENDER WAGE GAP IN UNIONIZED AND NONUNIONIZED SECTORS

Note: The ‘gender wage gap’ refers to the % amount by which wage levels for men are higher than
those for women.
Source: Ministry of Labor, Report on the Basic Statistical Survey on Wage Structure.
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[FIGURE IV-5] EDUCATIONAL LEVEL (HIGH
GRADUATES OR HIGHER)

SCHOOL GRADUATES VS. COLLEGE
WAGE GAP IN UNIONIZED AND

NONUNIONIZED SECTORS

Note: The ‘educational level wage gap’ refers to the % amount by which wage levels for college
graduates are higher than those for high school graduates.
Source: Ministry of Labor, Report on the Basic Statistical Survey on Wage Structure.

Taking a look at the wage gap between workers of different
educational levels in unionized and nonunionized sectors, we find that
the wage gap between high school graduates and workers with college
degrees or higher levels of education is smaller in the unionized sector.
This trend has been rather consistent in the past 20 years. In 1988, the
percentage point difference between the educational wage gap in the
unionized sector and that in the nonunionized sector was 27.2
percentage points, while it was at 21.7 percentage points right after the
financial crisis in 1999, and remains rather stable at 21.1 percentage
points in 2005. The difference in the educational level wage gap between
unionized and nonunionized workplaces decreased slightly from 2000,
and widened again in 2005.
When it comes to the effect of unionization on wage gaps between
firms of different sizes, the situation is very different. In the
nonunionized sector, the wage gap between mid-sized firms with 100 to
299 workers and large firms with 500 or more workers has continuously,
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[FIGURE IV-6] WAGE

GAP BETWEEN FIRMS OF DIFFERENT SIZES (100~299
PERSONS VS. 500 OR MORE PERSONS) IN UNIONIZED AND NONUNIONIZED
SECTORS

Note: The ‘wage gap between firms of different sizes’ refers to the % amount by which wage levels
in firms with 500 or more workers are higher than those for firms with 100-299 workers.
Source: Ministry of Labor, Report on the Basic Statistical Survey on Wage Structure.

if only very slightly, increased over the years. But, interestingly, under the
enterprise-level union system, the wage gap between large and mid-sized
companies in the unionized sector widened significantly after the financial
crisis. Of course, the wage gap between firms of different sizes is still
greater in the nonunionized sector than in the unionized sector, a result
that is consistent with existing studies such as those of Freeman &
Medoff (1984) that state that there is a negative correlation between
unionization and the firm size wage gap.

IV.5 Labor-Management Conflicts
Labor dispute trends
Labor disputes in Korea increased dramatically with the labor uprising
in July and August 1987, followed a steady downward trend for a few
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years, stabilized in the mid-1990s, and then grew again with the financial
crisis. Before 1987, there had only been about 270 labor strikes with
47,000 or so participants, but in 1987 alone, the year of the labor movement,
there were 3,749 strikes in which 1.262 million workers participated.
Since then, the number of participants has decreased significantly, but
the number of strikes has continued to exceed 1,000 per year for 3
consecutive years. In terms of lost workdays, in 1987, there were 6.95
million worker-days lost, and until 1994, there were over 1 million
worker-days lost per year. From the mid-1990s, however, the number of
strikes per year fell below 100, and the number of participants and lost
work days also decreased sharply as industrial relations stabilized. The
financial crisis, however, prompted a new wave of labor disputes, and in
1998, the number of strikes again went over 100, and the number of lost
workdays exceeded 1 million.
The excessive labor disputes in the early days of the labor movement
can be understood as a reaction to the long-term suppression of labor in
the past. Meanwhile, the increase of labor conflicts following the financial
[FIGURE IV-7] TRENDS FOR MAJOR LABOR DISPUTE INDICATORS
(Unit: cases, 1,000 persons, 1,000 days)

Source: Ministry of Labor, Labor Dispute DB.
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crisis can be interpreted as a phenomenon induced by deepening insecurity
in employment.

Strike rate trends
The strike rate is defined as lost workdays per 1,000 wage workers. In
1987, the strike rate was 755.8 days, and this fell to 30 or so days in the
mid-1990s, only to rise again with the financial crisis to over 100 days.
The strike rate has recently fallen back below 100 days, but has yet to
reach mid-1990s levels. Since 2002, the number of lost workdays has
remained slightly above 1 million worker-days, but with the increase in
the number of wage workers, the strike rate has fallen somewhat.
<TABLE IV-16> STRIKE RATE (NUMBER OF LOST WORK DAYS / NUMBER OF WAGE
WORKERS BY YEAR × 1,000)
(Unit: days, 1,000 persons)

Lost work days
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006

6,947,000
5,400,837
6,351,443
4,487,151
3,271,334
1,527,612
1,308,326
1,484,368
392,581
892,987
444,720
1,452,096
1,366,281
1,893,563
1,083,079
1,580,404
1,298,663
1,197,201
847,695
1,200,567

Number of wage
workers
9,191
9,610
10,390
10,950
11,699
11,910
11,944
12,479
12,899
13,200
13,404
12,296
12,663
13,360
13,659
14,181
14,402
14,894
15,185
15,551

Source: Calculated from the Ministry of Labor, Labor Dispute DB.

Strike rate
755.8
562.0
611.3
409.8
279.6
128.3
109.5
119.0
30.4
67.7
33.2
118.1
107.9
141.7
79.3
111.4
90.2
80.5
55.8
77.2
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<TABLE IV-17> INTERNATIONAL COMPARISON OF LOST WORK DAYS PER 1,000
1)
EMPLOYED PERSONS IN ALL INDUSTRIES (1996-2005)
(Unit: days)

1996 1997 1998 1999 2000 2001 2002 2003 2004
Korea
UK
Austria
Belgium
Denmark
Finland
France
Germany
Ireland
Italy
Luxembourg
Netherlands
Portugal
Spain
Sweden
EU average
Iceland
Norway
Switzerland
Turkey
Australia
Canada
Japan
New Zealand
USA
OECD
3)
average

68 33 118 108 142 79 111 90
55 10 11 10 20 20 51 19
0
6
0
0
1
0
3 398
48 13 28
8
8
69 n.a n.a
32 42 1,317 38 51 24 79 23
11 56 70 10 126 30 36 42
57 42 51 64 114 82 n.a 10
3
2
1
2
0
1
10
5
110 69 32 168 72 82 15 26
137 84 40 62 59 67 311 124
2
0
0
0
5
0
0
0
1
2
5
11
1
6
35
2
17 25 28 19 11 11 29 15
165 182 121 132 296 152 379 59
17
7
0
22
0
3
0 164
53 37 53 36 60 43 109 44
0 292 557 0 368 1,571 0
0
286 4 141 3 239 0
72
0
2
0
7
1
1
6
6
2
30 19 29 23 35 28
4
14
131 77 72 89 61 51 33 54
280 296 196 190 125 162 218 122
1
2
2
2
1
1
0
0
51 18
9
12
8
37 23 13
42 38 42 16 161 9
5
32
51

41

46

29

86

27

47

33

81
34
0
n.a
31
21
9
2
14
44
0
9
12
306
4
49
1,052
68
11
8
45
226
0
4
8
31

Average2)
2005 1996~ 2001~ 1996~
2000 2005 2005
56
94
83
89
6
21
26
23
0
1
80
41
n.a 21 n.a n.a
21 296 36 165
322 56
91
74
n.a 66
34
53
1
2
4
3
17
91
30
57
56
76 120 99
0
1
0
1
6
4
12
8
7
20
15
17
62 182 189 186
0
9
34
22
25
48
53
50
0
245 552 401
5
134 29
80
0
2
5
4
15
27
14
20
28
85
42
62
226 215 202 208
n.a
1
0
1
4
19
18
19
8
61
13
36
29

51

33

42

Notes: 1) The number of employees for some countries was estimated.
2) Calculated by obtaining the yearly average weighted by employment for years where data
was available.
3) Hungary, Poland and Slovakia are included in the OECD average from 2000.
Source: Hale, D. (2007), “International Comparisons of Labour Disputes in 2005,” Economic &
Labour Market Review 1(4), April 2007, p.24. Data on the number of lost workdays from
ILO, Eurostat and the national statistics offices. Data on the number of employees from the
OECD and the national statistics offices. Data on Korea from the Ministry of Labor
internal data and raw data from the National Statistical Office, Economically Active Population
Survey.
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A comparison with other countries shows that the strike rate in Korea
from 1996 to 2005 was higher than the EU average and the OECD
average, but lower than that of Spain, Italy and other Latin European
countries, and also lower than the strike rates of Iceland, Denmark and
Canada. The strike rates of Germany and Japan are very low, and the
industrial relations in the Anglo-Saxon countries - UK, USA and New
Zealand - also seem to have relatively stable industrial relations. Italy and
Spain are similar to Korea in that the strike rate rose in the early 2000s
relative to the late 1990s. Meanwhile, in Denmark and Ireland, the strike
rate fell, perhaps in relation to progress in social dialogue in these countries.

Dispute analysis by industry
<Table IV-18> sets forth information on lost workdays in each
industry sector. Manufacturing has the largest share here, while transport
is a distant second. In some industry sectors, disputes were concentrated
in specific years. For instance, 1996 was the year for disputes in the
wholesale and retail sector and in hotels and restaurants, financial institutions
and insurance had many disputes in 1999, public administration had
many disputes in 2005, and 2006 was the year for disputes in construction.
The very slight decrease in the ratio of disputes in manufacturing and in
transport is due primarily to the increasing number of disputes in nonmanufacturing sectors.
Since the percentage of lost work days by industry sector does not
reflect the difference in the number of wage workers per industry sector,
the strike rate per 1,000 workers was obtained by dividing the number of
lost work days by the number of wage workers for each industry sector
as stated in the Economically Active Population Survey. The results are shown
in <Table IV-19>, which tells us that the strike rate is very high in
manufacturing and transport. Also, as mentioned previously, some
industries may have higher strike rates in specific years, but overall it
seems that the strike rate is not low in the electricity, gas and water
supply sectors, the financial institution and insurance sectors, and the
health and social work sectors. The strike rates for manufacturing and
transport have been increasing over the years, even though the overall
strike rate for all industries has remained quite stable. Similar situations
can be found for 1996, 2005 and 2006, perhaps related to the permanent
risk of restructuring and hollowing out that the manufacturing sector
faces, and the decrease in the number of workers in this sector.
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<TABLE IV-18> PERCENTAGE OF LOST WORKDAYS BY INDUSTRIAL SECTOR
(Unit: %)

Agriculture, forestry and fishing
Mining
Manufacturing
Electricity, gas and water supply
Construction
Wholesale & retail , hotels & restaurants
Transport
Financial institutions and insurance
Real estate and renting and leasing
Public administration and defense,
compulsory social security
Education
Health and social work
Other industry sectors
Total

1996
0.0
0.0
81.0
0.0
0.3
6.0
8.6
1.6
1.0

2005
0.1
0.1
73.3
0.2
0.7
2.4
8.4
3.1
0.2

2006
0.0
0.0
69.3
0.2
12.4
1.4
7.4
0.7
2.4

0.0

8.0

0.5

0.4
0.4
0.7
100.0

1.7
0.3
1.5
100.0

4.2
0.9
0.7
100.0

Source: Calculated from the Ministry of Labor, Labor Dispute DB.

<TABLE IV-19> STRIKE

RATE (LOST WORK DAYS PER
INDUSTRIAL SECTOR

1,000

WORKERS) BY

(Unit: days)

Agriculture, forestry and fishing
Mining
Manufacturing
Electricity, gas and water supply
Construction
Wholesale & retail, hotels & restaurants
Transport
Financial institutions and insurance
Real estate and renting and leasing
Public administration and defense,
compulsory social security
Education
Health and social work
Other industry sectors
Total

1996
0.0
0.0
150.9
0.0
1.3
9.3
68.2
13.3
5.4

2005
7.4
40.7
167.4
20.2
4.5
6.4
107.1
36.3
0.8

2006
0.0
0.0
220.9
25.0
104.7
5.5
126.9
10.4
15.4

0.0

83.2

7.0

3.5
20.1
7.6
67.9

10.7
4.7
9.7
54.2

36.0
16.7
6.1
73.7

Source: Calculated from data from the National Statistical Office, Economically Active Population
Survey and the Ministry of Labor, Labor Dispute DB.
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Dispute trend by cause
An analysis of the causes of labor disputes shows that, before the
financial crisis, labor disputes occurred mostly because of unmet
demands for wage increases or unpaid wages, whereas in the post-crisis
period, much of the conflict surrounds the collective agreement. It must
be noted, however, that when simultaneous negotiations on wage and
<TABLE IV-20> DISPUTES BY CAUSE
(Unit: cases)

1990

322

Unpaid
wages
10

1991

234

5

132

7

1992

235

27

134

4

49

21

1993

144

11

66

1

52

14

1994

121

6

51

3

42

19

1995

88

-

33

1

49

5

1996

85

1

19

-

62

3

1997

78

3

18

-

51

6

1998

129

23

28

3

57

10

1999

198

22

40

-

89

47

2000

250

7

47

2

167

27

2001

235

6

59

-

149

21

2002

322

2

44

8

249

19

2003

320

5

43

3

249

20

All

Wage
increase
167

Dismissal
18

Collective
Other
agreement
127
90

2004

462

3

56

-

386

17

2005

287/(181)

-

36

-

236

15

2006

(253)/138

1

26

3

97

11

Notes: 1) Industry-wide strikes are counted as one from 2006. Thus, ‘138 cases’ in 2006 becomes
253 when strikes in each industry-level union branch are counted separately. The
number of strikes in 2005 would be 181 if calculated by 2006 criteria.
2) ‘Other’ causes include working condition improvement, shortening of working hours,
layoffs for managerial reasons, layoffs after corporate sell-out, opposition to receiving
volunteers for voluntary retirement, opposition to entrepreneurship, opposition to
M&As, personnel management decisions etc. In 1990 and 1991, the collective
agreement was not counted separately, so the ratio of ‘other’ causes is higher.
Source: Calculated from the Ministry of Labor, Labor Dispute DB.
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the amendment of the collective agreement result in labor strikes, these
strikes are classified as being caused conflicts about the collective agreement,
so in reality, the number of strikes surrounding collective agreements
may be overestimated. Still, the collective agreement does seem to be
playing a greater part in increasing friction, and the reasons for this may
be as follows. First, there was a significant difference of opinion between
labor and management in the construction of the agreement. The union
wanted a new industry-wide basic agreement with the conversion to
industry-level unions, while the employers wanted to stay with the
existing enterprise-specific agreement. This is reflected in the fact that
the number of disputes related to the collective agreements dropped
considerably in 2006 when strikes in the same industry started to be
counted as one. Second, with the financial crisis, the unions wanted more
mechanisms to protect workers against restructuring and employment
adjustment, but the employers felt that these mechanisms violated
management rights while adding rigidity to the system. In other words,
since the financial crisis, a major cause of labor disputes lies in the
conflict between the employer’s sense of their management prerogative
and the union’s demand to be allowed to participate in management so
that any possibility for employment adjustment can be blocked early on.

Illegal strikes
A review of the legality of strikes shows us that there was a high
proportion of illegal strikes during the chaotic late 1980s and the
restructuring period both before and after the financial crisis. Recent
rates have been quite low at about 10%, with wide fluctuations by year.
This tells us that, contrary to general concern, most disputes have
occurred and been resolved within the legal framework. In 2006, among
the 24 illegal strikes, 11 were in violation of laws governing strike
procedure, 7 violated laws on strike procedure and objectives, 3 violated
laws on strike objectives, 1 violated laws on procedure and actors,
another violated laws on the means of the strike (occupation of
production facilities), and 1 was illegal for ‘other’ reasons. In other words,
a large number of illegal strikes were problematic in that they did not
conduct industrial action ballots or go through arbitration by the labor
relations committee. Thus, in terms of the qualitative content of the
wrongdoing, the situation is not too worrisome. The radical tower crane
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protests, hunger strikes and self-immolation that have become icons of
Korean labor strikes are actually linked more to the struggle for survival
rights by ‘outlaw’ unions for subcontractors and atypical workers than to
legitimate unions, and therefore require a separate approach with different
measures.
A comparison of the total number of strikes per umbrella organization
shows us that the KCTU was responsible for 80% of the strikes in recent
years. Surprisingly, the FKTU and the KCTU is each responsible for
about the same number of illegal strikes. This implies that, setting aside
differences in the militancy of these umbrella organizations, effective
administrative guidance should be continuously provided for procedural
violations and strikes with illegitimate objectives.
<TABLE IV-21> ILLEGAL AND LEGAL STRIKES
(Unit: cases, %)

1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006

All

Illegal

Legal

1,379
1,319
320
238
237
150
104
88
85
78
129
198
250
235
326
326
462
287
138

1,143 (82.9)
859 (65.1)
183 (57.2)
96 (40.3)
86 (36.3)
36 (24.0)
35 (33.7)
14 (15.9)
13 (15.3)
16 (20.5)
55 (42.6)
95 (48.0)
67 (26.8)
55 (23.4)
63 (19.3)
27 (8.3)
58 (12.6)
17 (5.9)
24 (17.4)

236 (17.1)
460 (34.9)
137 (42.8)
142 (59.7)
151 (63.7)
114 (76.0)
69 (66.3)
74 (84.1)
72 (84.7)
62 (79.5)
74 (57.4)
103 (52.0)
183 (73.2)
180 (76.6)
263 (80.7)
299 (91.7)
404 (87.4)
270 (94.1)
114 (82.6)

Note: Due to missing data, the total number of disputes in this table is smaller than the actual
number of disputes.
Source: Calculated from the Ministry of Labor, Labor Dispute DB.
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Meanwhile, analysis of the resolution of strikes tells us that the
majority are resolved through labor-management agreements, while a
considerable percentage (10-30%) are self-terminated. Self-termination
may occur when the union withdraws excessive demands, or returns to
work because there is nothing more to expect from the employer. Within
a time-series, the proportion of strike resolution through labor-management
agreement to the number of strikes that were of self-termined fluctuated
widely and inconsistently, making it difficult to identify any specific
trends. Strike resolution through the injection of police force or through
administrative measures has virtually disappeared since 1994, consistent
with the significant decrease in the overall numbers of illegal strikes.

IV.6 Labor-Management Councils
Establishment of labor-management councils
In 2006, the number of workplaces with labor-management councils
stood at 40,018, an 11.3% increase over the previous year’s figure (35,968),
and a 53% increase over the 26,249 councils that were in place in 1998.
In 1998, the government required that labor-management councils be
established in all workplaces with 30 or more workers – an expansion
from the previous requirement, which stated that workplaces with 50 or
more workers were required to establish these councils. This expansion,
together with an increase in newly established workplaces, led to an initial
steep increase in the number of workplaces with labor-management
councils. The number of workplaces with labor-management councils
continued to increase gradually after this initial jump.
According to an analysis of workplace panel survey data, as of 2005,
52.75% - more than half - of all workplaces seem to be operating labormanagement councils. Labor-management councils are flourishing more
in the manufacturing sector, as is shown in the fact that the ratio of
workplaces in the manufacturing sector with labor-management councils
was 59.0%, while the ratio was 46.9% in the non-manufacturing sectors.
Meanwhile, a look at the establishment of labor-management councils
by firm size since 1998 shows us that the number these councils has
increased greatly in workplaces of all sizes. This increase was most
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significant in workplaces with 30 to 49 persons because of the 1998
requirement to establish labor-management councils, as the number of
labor-management councils in these workplaces increased by 62.7%
from 1998 to 2006. The next largest rates of increase were 48.8% in
workplaces with 1,000 or more workers, and 34.8% in workplaces with
500 to 999 workers.
[FIGURE IV-8] LABOR-MANAGEMENT COUNCIL ESTABLISHMENT TREND
(Unit: councils)

Source: Ministry of Labor administrative data

<TABLE IV-22> LABOR-MANAGEMENT COUNCIL ESTABLISHMENT BY INDUSTRY
(Unit: councils, %)

All

Ratio

Manufacturing Ratio Non-manufacturing

Ratio

Established

19,025

52.75

10,256

59.05

8,768

46.89

Not established

17,042

47.25

7,111

40.95

9,931

53.11

Source: KLI (2005), Workplace Panel Survey.
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<TABLE IV-23> LABOR-MANAGEMENT ESTABLISHMENT BY FIRM SIZE
(Unit: councils, %)

Workplace size
30~49 persons

1998

Ratio

2002

Ratio

2006

Ratio

Increase rate
(1998~2006)

10,327

(39.3)

13,111

(43.1)

16,797

(42.0)

62.7

50~99 persons

8,543

(32.5)

9,418

(31.0)

12,606

(31.5)

47.6

100~199 persons

4,334

(16.5)

4,541

(14.9)

6,272

(15.7)

44.7

200~499 persons

2,120

(8.1)

2,316

(7.6)

3,045

(7.6)

43.6

500~999 persons
1,000 persons
or more

581

(2.2)

621

(2.0)

783

(2.0)

34.8

344

(1.3)

413

(1.4)

512

(1.3)

48.8

Source: Ministry of Labor internal administrative data.

Major activities and the labor-management council operation
model
<Table IV-24> indicates that the labor-management councils mostly
engage in consultations on improving worker welfare and also discuss
issues relating to safety, health, the work environment, and productivity
enhancement. The scores for welfare, health and safety, and productivity
enhancement were in the 3s, indicating that respondents believe that
<TABLE IV-24> LABOR-MANAGEMENT COUNCIL UTILIZATION
Average score
Sharing information on management plans and performance

3.4

Discussions on organizational restructuring

2.8

Discussing employment adjustment

3.0

Discussing productivity enhancement

3.4

Discussing the personnel management system

3.1

Discussing issues relating to safety, health and the work environment

3.6

Preparatory coordination on wage negotiations and collective bargaining

3.2

Consultations on worker welfare improvement

3.8

Note: 1 (not at all) ~ 5 (very much so).
Source: KLI (2003), Workplace Panel Survey.
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labor-management councils were at least ‘somewhat useful’ with regard
to these three issues. Meanwhile, the scores also reflect that respondents
did not see the usefulness of the councils in discussing organizational
restructuring or employment adjustment.
The autonomy and degree of democracy in labor-management
councils differed greatly from the unionized to the nonunionized sectors.
First, in terms of selecting the worker representatives to the labormanagement council, 34.4% of the unionized sector utilized democratic
methods such as direct or indirect votes, and 56.1% selected the union
representatives or their delegates to represent workers at the council,
while only 9.5% chose worker representatives appointed or recommended
by the employer. But in the nonunionized sector, 29.0% chose worker
representatives who were appointed or recommended by the employer,
and while there were no cases of the union leaders delegating the role to
someone, a high ratio of worker representatives were selected through
direct or indirect votes.
There is a significant difference between the unionized and nonunionized
sectors in terms of the process for making decisions about working
conditions. In the unionized sector, 52.4% - more than half - decided on
working conditions through labor-management agreements or through
substantial agreement between the two parties. Meanwhile, for the
nonunionized sector, this rate fell to 29.4%, while 13.3% of the time,
workers were only given explanations about working conditions, and in
0.6% of the nonunionized sector, discussions on working conditions
were non-existent.
<TABLE IV-25> METHOD OF SELECTION OF THE WORKER REPRESENTATIVE TO
THE LABOR-MANAGEMENT COUNCIL
(Unit: %)

Direct vote
Indirect vote
Appointment or recommendation by the employer
Union representative or their delegate

Unionized

Nonunionized

27.4
7.0

47.1
22.8

9.5

29.0

56.1

-

Other

-

Total

100.0

Source: KLI (2005), Workplace Panel Survey.

1.1
100.0

188

Labor in Korea 1987~2006: Looking through the Statistical Lens

<TABLE IV-26> DECISION-MAKING METHOD DURING LABOR-MANAGEMENT COUNCIL
DISCUSSIONS ON WORKING CONDITIONS

(Unit: councils, %)

Unionized

Nonunionized

Frequency

Ratio

Frequency

Ratio

Labor-management agreement

3,548

(52.4)

2,558

(29.4)

Labor-management consultation

3,107

(45.9)

4,856

(55.7)

Explanation and collection of opinions

114

(1.7)

1,159

(13.3)

Need arose but nothing was discussed

-

-

53

(0.6)

Need did not arise

-

-

88

(1.0)

6,769

(100.0)

8,715

(100.0)

Total
Source: KLI (2005), Workplace Panel Survey.
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