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Foreword
Korea is one of the first countries to emerge from the recent global
financial crisis—thanks to the magnanimous efforts of its workers,
businesses, and the government—and macroeconomic indicators are
recovering their pre-crisis levels. But labor market indicators show no
signs of recovery, and the pre-crisis structural problems persist.
Weakening job creation, which has failed to keep pace with the
growing economy of the past decade, is posing challenges to the labor
market as well as to industrial relations. More specifically, we face
many new challenges, including an aging population, widening
socioeconomic inequality, and an increasing demand for flexibility, yet
we are not fully equipped to meet these challenges head-on.
Confrontation 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.
This volume is a collection of significant articles written by
researchers at the Korea Labor Institute as they seek to identify many
issues for our society to address—and ways to address them. The
subject matter embraces industrial-relations and labor-market issues
such as corporate social responsibility, social enterprise policy, the
new structure of local employment governance, fixed-term
employment, and other related topics.
I hope this collection will inform readers in other countries of
recent developments in the labor-market and industrial-relations
spheres in Korea.
December 2009
Myung-sook Jun
Korea Labor Institute
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Tasks for Creating and Fostering
Social Enterprises
Charnim Park
Development of Social Enterprises

The economic crisis of the late 1990s and the subsequent mass
unemployment triggered a dialogue concerning social enterprise in
Korea. The European concept of social employment and social
enterprise was introduced, and numerous measures to overcome the
mass unemployment situation were discussed and reviewed. These
ideas determined the characteristics of jobs provided through the
public work program, which paid cash to the unemployed in the lowincome group as a form of emergency relief. These ideas also
impacted the contents and organization of the self-support program.
After the early 2000s, discussions on social employment and social
enterprises expanded in scope to changes in the industrial structure
and job creation. At that time, Korea had already overcome the
economic crisis to a certain extent and needed to prepare for future
increases in the demand for social services. Social employment and
social enterprises provide support needed by the local community by
employing its residents within the community. From this point in
time, social employment and social enterprises were discussed from
the perspective of job creation and changing the industrial structure.
This is a translated version of the paper published in the Monthly Labor Review (KLI, July
2008).
Research Fellow, Korea Labor Institute.
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Social employment and social enterprises became a major labor policy
issue, leading the Korea Ministry of Labor to start a social employment
program in 2003.
The social employment program ultimately aims to develop social
enterprises into self-supporting companies, in other words, to enable
stable job creation in social services. In reality, the result was not in
accordance with the original purpose. The social employment
program in particular was criticized for its financial dependence on
the government. Because the government provided 100% of the
wages for the newly employed through the social employment
program, it was structurally difficult to maintain the program without
government money. As a result, the Korean government changed
policy focus from social employment to social enterprise. In January
2007, the government enacted the Social Enterprise Promotion Act
and related enforcement decrees and rules. According to the act, the
government first certified 36 companies as social enterprises in
October 2007, and the number of certified companies rose to 84 in
May 2008. The Korean government plans to foster 1,000 social
enterprises by 2012.
This process set the stage for Korean social enterprises. First,
NGO groups and researchers introduced the dialogue concerning
social enterprises, and the government has set quantitative goals and
driven the execution process. Second, there are two government
ministries regulating the institutions and businesses of social
enterprises. Although most social enterprises concentrate on social
services managed by the Korea Ministry of Health, Welfare and
Family, it is the Ministry of Labor that initiated, managed, and
financially supported social enterprises. Third, jobs could be created
as a result of the development of social enterprises within communities,
and this has become the main goal for fostering social enterprises. Job
creation became the starting point for discussions on the development of
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Korean social enterprises.

The Concept of Social Enterprises
What are Social Enterprises?
The concept of social enterprises was first introduced in Europe in
the 1970s and was further developed in the 1990s. It started as an
attempt to solve social issues which could not be solved with existing
welfare and social systems. The concept has lately expanded in scope.
Increases in the employment rate of women, the destabilization of
family structures, and an aging population are common features of all
modern societies, translating into both increases in the demand for
childcare and care for the elderly, and decreases in the ability of
individual families to provide such services. Furthermore, since the
mid-70s with the downfall of the world economy and the subsequent
chronic unemployment, the validity of the Keynesian welfare state,
which promised full employment and equality, has been questioned.
This situation led to questions about the legitimacy of the post-war
welfare state and state-provided social services. In this context, the
concept of social enterprises was introduced as one measure to
address the new issues at hand.
It is difficult for countries such as Italy, an aged society and a cashcentered welfare state, to deal with increases in the demand for social
services through existing social systems. In countries such as the UK
with large state welfare systems, the advent of theories on the crisis of
welfare states led to pressures to privatize services which were once
provided by the state. In such cases, groups trusted by the public to
provide services were needed, and social enterprises developed from
this demand. With long-term unemployment prevalent across Europe,
mechanisms to deal with such issues were needed within communities
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and this role was allotted to social enterprises.
Social enterprises, a combination of the words “social” and
“enterprise,” are organizations (or “enterprises”) which conduct
economic activities to provide goods and services similar to public
goods based on the functional principle of putting the unity of the
group above the creativity of individuals (thus “social”). Therefore,
although social enterprises are a part of the private sector, or the
“market,” they have “new” features (working for the public good and
the limited distribution of profits), which differentiate them from
existing enterprises in the capitalist market. The term social enterprise
does not refer to a completely fixed entity, but the format differs
from country to country, and is driven by different factors according
to the situations of each country.
The most significant feature of social enterprises is the coexistence
of the “social” and “enterprise” aspects. Defourny stated: “The
‘enterprise’ aspect exists because social enterprises directly manufacture,
provide or sell goods and services; have a high level of independence
(for they are not directly governed by governments or private
companies); take a considerable level of risk (the possibility of being
driven out of the market in the case of unsound management); and
include a certain number of paid workers (although social enterprises
may accept volunteers and/or donations, a certain number of paid
workers participate in production activities).” The word “enterprise”
should not be understood in the traditional sense of legal enterprise
or business, but rather as referring to “productive” activities, which
may vary from cooperatives, groups that provide mutual help to its
members, and voluntary associations, to private for-profit organizations.
The “social” aspect of social enterprise refers to the following.
Social enterprises explicitly aim to serve the local community or a
specific group; they are voluntarily created by citizens; they do not
base decision making rights on capital ownership; the members
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participate in the decision making processes to add depth to local
democracies through the democratic management of economic
activities; and are not-for-profit or have limited distributions of profits.
Expected Benefits from the Development of Social Enterprises
First, adequate levels of social services can be provided at adequate
prices. Social enterprises are able to receive support through sources
outside the market such as donations, volunteer work and government support. Therefore, thanks to their innate redistribution
function, they solve the negative aspects of the market in which there
is a large disparity in the quality of services depending on the wealth
of the person being served. Community recognition of the
redistribution function of social enterprises will create a better image
of social enterprises and higher trust for social enterprises, which will
translate into higher revenues.
Second, social enterprises enable customer satisfaction and the
creation of high-quality jobs. Maximizing profits is not the goal of
social enterprises and therefore, the services needed by the
community could be provided even if the profits are low. Social
enterprises are also able to provide better jobs for the community, as
compared to the market.
Third, social enterprises provide services that are fine-tuned to the
needs of the community, responding sensitively to the demands of
the community. Social enterprises work within the community, and
local residents work and volunteer at social enterprises; therefore,
social enterprises are able to listen closely to the demands of the
community, discovering demands for services not realized by the state
and providing such services to the community. The cost for planning,
upsizing or downsizing services is low, for social enterprises are
relatively small and are able to mobilize donations and volunteers.
Social enterprises can experiment with new and future-oriented services.
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Fourth, social enterprises contribute to the development of the
local community. Social enterprises have the structure to satisfy the
demands created within the community and in turn, are able to create
jobs for the community through the growth of social enterprises.
Women can be freed from domestic labor to find jobs using the social
services provided by social enterprises, and integrated social
enterprises provide jobs to those who would otherwise find it
extremely difficult to find work, creating a net increase in jobs.
Fifth, social enterprises facilitate social unity and create social
capital. Social enterprises can solve or mitigate problems within a
group, and prefer to integrate marginal classes into the labor market
by providing high wages, contributing to increased standards of living,
creating increased levels of welfare within the community, and increasing
the level of social integration. Through urging the participation of
volunteers and users, social enterprises develop unity and the spirit of
mutual help, expand trust, and contribute to the creation of social
capital by facilitating the participation of citizens in solving social issues.
Sixth, social enterprises contribute to enhanced social responsibility
and ethics of companies. The development of social enterprises leads
to higher expectations by the citizens of corporate responsibilities.
For example, social enterprises may raise citizen’s expectations for
environmental accountability of companies because they use
environmentally-friendly work processes. They may also create new
ethical standards such as fair trade.

The Korean Society and its Need for Social Enterprises
Changes in Social Risks and Increases in the Demand for Welfare Services
New social risks related to social services are emerging in Korean
society, calling for new social policies. Social policies have been
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designed for well-functioning standard families with a male
breadwinner, a female caretaker, children, and an elderly couple.
However, the reality is drifting away from this “standard.”
First, the standard form of families of the past is gradually
decreasing in number along with an increase in various other forms of
families. Sharp increases in the number of divorces resulted in
increases in the number of single-parent families and remarriages.
Increases in international marriages and the subsequent multi-cultural
families can also be seen, especially in rural areas. Increases in the
number of women who participate in the economy are resulting in a
new social recognition, making it difficult for society to expect
women to become the caretakers, as they did in the past. The needs
of divorced, remarried and multi-cultural families for social services
are different from those of the standard families of the past.
Second, aging of Korean society is accelerating and there is also an
increase in the number of the elderly living alone. The aging society is
propelled by sharp decreases in birthrates and increases in life
expectancy. In 1970, merely 3.1% of the total population was aged 65
or above, but this figure increased to 5.1% in 1990, 7.2% in 2000, and
9.5% in 2006. The median age was 18.5 in 1970, but increased to 35.4
in 2006. For the elderly, health and secure income are the most
important issues, and health is closely related to demands for social
services. Due to the fact that the prevalence of elderly aged 65 or
above is 49.2%, there will be an astronomical increase in the demand
for caretaker services for the aged. In addition, the number of oneperson families is increasing. Currently, 25% of one-person families
are aged 65 or older, and this trend is expected to accelerate.
Considering the rate of aging,1 increases in the demand for social
1

The speed of aging in Korea is expected to be unprecedented in the world. The jump from
7% to 14% of the total population being 65 years or older took only 19 years in Korea, and
as the jump from 14% to 20% is estimated to take seven years, by 2026 (just 18 years from
now), Korea will become a super-aged society.
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services for the elderly will be explosive.
Commercialization of Services and the Quality of Related Jobs
Thus far, the Korean government has provided social services
using public funds to only a very limited number of people, such as
those eligible for public assistance. Therefore, people who are not
eligible for public assistance have had to turn to personal solutions
and the market for basic services such as childcare and nursing.
Considering the changes in society and family structures mentioned
above, the possibility of satisfying the demands for services such as
childcare and nursing through personal solutions, namely, help from
family, will become lower and lower, and supply through the market
is expected to increase. When finding caretakers through the market,
the quality of the services provided will vary according to economic
capabilities, and the quality of jobs in this sector will be low,
translating into a new issue of the mass production of low-quality jobs
with the expansion of the caretaker market.
When the most basic services that all people need, such as
childcare and nursing, are left up to the market alone, not only will
the quality of services provided differ greatly according to economic
affluence, but there is also the concern that certain classes will not be
able to access services, although they will still need them. As one of
the measures to bridge this gap, the government is currently
conducting a voucher system, a form of cash assistance for services
provided, to reduce the burden on the users and increase their access
to services.
Since the level of education and skill required for jobs in social
service positions such as childcare and nursing is not high, the
threshold for such jobs is low but at the same time, the quality of jobs
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is also low.2 In addition, services are provided not only through
formal organizations such as day care centers, hospitals and nursing
homes, but also informally at individual homes; therefore, the
laborers working informally without employment contracts are not
subject to the Labor Standards Act, nor are they subject to social
insurance as laborers, leaving them unable to receive compensation in
the case of industrial accidents. Included in this category are maternity
nurses, babysitters, domestic workers, and nurses who work at
individual homes after being introduced by agencies.
The voucher system, recently instituted, is not free from
controversy concerning the quality of jobs. Researchers have cited the
fact that most workers who provide services within the voucher
system work on an on-call basis. The voucher system does enhance
access to services for the user, but it does not improve the quality of
jobs, with the result that the expansion of the voucher system may
increase the number of low-quality jobs. In a nutshell, countermeasures
to maintain the quality of jobs are needed in order to prevent
increases in the number of social service jobs translating into
increases in the number of informal jobs, therefore not enabling
workers to be recognized as laborers, and increasing the numbers of
irregular workers who work on an on-call basis. Without such
countermeasures, increases in the demand for social services may
further highlight the contradictions which already exist in Korean
society and create a large pool of low-quality jobs.3 This will produce
2
3

The quality of jobs can be evaluated through compensation, job security, retirement
allowance, employment conditions such as maternity leave, and social insurance benefits.
One of the job quality issues being discussed is the low coverage rate of social insurance.
All wage earners are to be covered by social insurance, but in reality, many laborers and
irregular workers at SMEs are excluded, and non-wage workers are not included in the
system. As of 2006, all Koreans are covered by the national health insurance, but only
61.5% of the wage earners are covered by the pension system, 75.2% by industrial accident
insurance, and 53.0% by employment insurance; and when the percentages are based on
the total working population, the figures are 50.5% for industrial accident insurance and
35.5% for employment insurance.
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concern rather than satisfaction with the number of jobs.
Within the Korean socioeconomic context, policies to foster social
enterprises have two goals: the supply of social services, and labor
integration (creating high-quality jobs). Of course, fostering social
enterprises is not the only way to achieve these goals, but it can be
given priority as a policy measure, because social enterprises have
proven effective in achieving these goals in foreign countries, and
Korea is experiencing socioeconomic situations similar to those that
triggered the creation of social enterprises in Western welfare states.

Tasks for Fostering Social Enterprises
Barriers to the Development of Social Enterprises
Social enterprises are relatively new in Korea, with a history of
merely a year since the enactment of the related laws and the selection
of social enterprise; therefore, it is still difficult to evaluate the success
or failure of social enterprises. However, against the backdrop of the
execution process, the format of social enterprises, and other related
opinions, it can be said that improvements in the overall system, such
as support systems and certification requirements, are needed in order
for social enterprises to successfully take root and flourish in Korea.
The following are the crucial issues at hand in the process of
executing the current system: First, there is a lack of sufficient
understanding on the part of the public of what social enterprises are,
as well as in the social enterprises applying for certification and those
that have already been certified. Publicity for social enterprises was
not sufficient and successful models for social enterprises are yet to
be developed.
Second, the overall operation system, including the certification
and support systems, is yet to be well-organized. There are still many
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difficulties in applying for certification, such as the set times for
applications and the fact that applications can only be made in Seoul
and Busan, and it is difficult to properly evaluate the applications due
to the short certification timeline. It is also difficult to say that the
support system is fully organized. Many social enterprises take for
granted the connection between social enterprises and social
employment, and consider being certified as equivalent to being
selected as a company that will be provided with labor costs. This is a
conceptual confusion that arises from the fact that many certified
social enterprises participated in the social employment program in
the past, and special support packages for social enterprises are yet to
be presented. There is also a shortage of detailed support measures,
such as measures for expanding the revenues of social enterprises.
Basic Direction for Support
Expand recognition of social enterprises through certifying a wide range of
companies. The debate about the definition of social enterprises has
continued ever since their introduction. At issue is which business
categories will have companies certified as social enterprises, whether
they will be companies that provide social services or goods needed
for society, companies that hire primarily from vulnerable groups, or
companies with social (or ethical) ownership and decision-making
structures. As has been discussed above, the core of social enterprises
is the ownership structure, ethical management, and decision-making
processes that would not otherwise be seen in existing companies in
the market. In other words, the basic criteria in deciding whether a
certain company is a social enterprise should be the level of profit
distribution, capital ownership structure, and ethics and decisionmaking structure. At this initial stage of defining and developing
social enterprises, recognizing a scope for social enterprises will
facilitate the process for enhancing the awareness of social enterprises.
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However, the government’s wage support for social integration
should be limited only to those who will surely face difficulties in
being integrated into the labor market, such as persons with severe
disabilities, persons released from prison, persons with drug
addictions, the homeless, and North Korean defectors. Support
should be provided, but the wage should be on par with the
employment subsidy for persons with severe disabilities, while
excluding those who are already being supported with employment
subsidies. It should be noted that these suggestions are overall
standards, and the detailed certification criteria and support need to
be further researched. Stipulating that employing people from
vulnerable groups such as the elderly and the youth is in itself “social”
would mean that all companies with mostly low-income, low-skill
jobs need to be considered social enterprises. If this is so, many cases
will not be able to satisfy the above-mentioned core features of social
enterprises.
Maximize the mobilization of social support by establishing a standing support
system through public-private cooperation. The success of social enterprises
hinges on developing businesses that are fit for the needs of the
community as well as maximizing the mobilization of community
resources, making the proactive cooperation of the central
government, local government, and private groups vital in the success
of social enterprises. It is especially difficult to solve issues such as
supporting certification of social enterprises, discovering and
supporting potential social enterprises, supporting the discovery of
sales channels for social enterprises, responding to requests for
support, and solving managerial difficulties without cooperation
between local governments and the private sector.
Considering the expertise of the private sector, diagnosis and
consulting systems for social enterprises should be led by the private
sector. Diagnosis and consulting should start with the diagnosis of
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certified social enterprises to check the necessary support for each
company, suggesting various support and solutions for different
businesses and regions. In addition to improving the system for
providing consulting services for all certified enterprises, it would be
ideal to provide intense consulting for a year upon the request of
social enterprise status.
Enterprises which wish to be certified as social enterprises but do
not satisfy the criteria should be managed as potential social
enterprises so that they can receive help to develop into sound social
enterprises.
Organize support systems and diversify support. The output of social
enterprises varies from personal social services to manufacturing, and
the development stage is also different from company to company,
making uniform support inefficient. As support may vary for different
social enterprises according to their development stage, there is a
need to seek the specific kinds of support which are needed by each
enterprise, in order to provide practical help to the growth of each
enterprise. It is necessary to plan varying support such as development
of sales channels, management support, cuts in insurance premiums,
wages for expert personnel, financing, education and training, and
community development.
The specifics of the support are best decided after the postcertification diagnosis process. A system of “certification Ⱥ diagnosis
Ⱥ support” should be established so that the need for support can be
confirmed through the post-certification diagnosis process and thus,
intense support can be provided. Social enterprises should be
diagnosed within three months of certification. (Consulting services
should not be provided to all social enterprises as is currently done,
but intense consulting services should be provided for a year upon
request.) A standard manual needs to be developed for diagnosis.
Support following diagnosis should not stop at a single event, but the

14

Labor Issues in Korea 2009

support needed by social enterprises should be provided through a
standing channel for communication.
Wage support for social enterprises should be reduced, and social
enterprises need to become more transparent. Wage support for
general participants should be reduced, whereas wages for expert
personnel and managerial salaries should continue to be supported. If
wages continue to be provided through social enterprises with
government support, it may hinder the ability of the social enterprises
to survive in the market. When social enterprises pay wages through
government support, they may stop playing the role of executing
government programs on behalf of the government rather than
aiming to become self-supportive in the market. In these cases,
without government support, the long-term survival of social
enterprises may become virtually impossible. Wages provided by the
government at social enterprises should be limited to participants
(employees) who have severe difficulties in becoming integrated into
the labor market, such as persons with severe disabilities, persons
released from prison, persons with drug addictions, the homeless, and
North Korean defectors. Other wage support for social enterprises
should be limited to management and expert personnel expenses.4
It is suggested that the government provide the expenses for social
insurance (the portion shouldered by companies) and retirement
allowance reserves rather than providing wages for the participants.
Providing the expenses for social insurance and retirement allowance
reserves prevents the social enterprises from being dependent on the
government, but at the same time, reduces the managerial burden and
improves the quality of jobs. With few exceptions, most jobs at social
enterprises are low-skill, low-income jobs, and similar jobs in the
market would not make the laborers eligible for social insurance and
4

In such cases, the support should be provided for approximately one in every ten
employees.
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retirement allowances. If the government provides the expenses for
social insurance and retirement allowance reserves, workers will be
able to benefit from social insurances and retirement allowances,
creating model cases for similar jobs outside social enterprises.
Monitoring should not be excluded from discussions on support.
The support system can include monitoring, but such a structure
would result in lower efficiency. When a single person (or
organization) is in charge of both support and monitoring, there is the
risk that social enterprises will not be able to frankly disclose their
situation and be honest about the support they need, leading to
questions about the effectiveness of support. Therefore, the
monitoring system should be separate from the supporting system,
but it is realistically difficult to have two separate systems in the initial
stages. Under such circumstances, the easiest and the most objective
way to check whether or not the principles of social enterprises have
been damaged is to check the accounting records and the changes in
the equity structures. Any social enterprises which receive financial
support, such as support for manager and expert personnel wages and
social insurances, should be required to accept external audits and
disclose the equity structure in order to enhance transparency. The
cost for external audits should be shouldered by the government. Not
only will objectivity be enhanced, but this additional cost will be lower
than having an additional monitoring organization. Limitations for
Table 1-1. An Example of a Way to Decrease the Number of Enterprises Receiving Cash
Support

1FSDFOUBHFPG&OUFSQSJTFT3FDFJWJOH
$BTI4VQQPSU

'JSTU
ZFBS

4FDPOE
ZFBS

5IJSE
ZFBS

'PVSUI
ZFBS

'JGUI
ZFBS











Note. The 100% figure for the first year refers to those with external audits and equity structure
disclosures.
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cash support should be considered, such as reducing the number of
social enterprises which receive cash support by 10% each year, in
order to prevent support going to inappropriate companies and, at
the same time, to enhance the ability of the enterprises to support
themselves.
Another point that needs to be discussed concerning support is
that a direct and close relationship between the social employment
program and social enterprises should be avoided. The social
employment program is a typical wage support program for which the
prospects are not bright. Connecting such a program with social
enterprises will not have a positive effect on the diversity and growth
of social enterprises. Although there is no need to limit social
enterprises or potential social enterprises from receiving support for
wages through the social employment program, in such cases support
for manager and expert personnel wages and social insurances should
not be given.
Tasks for Fostering Social Enterprises
Secure sales channels in the government market. In order for social
enterprises to develop and take root, profit creation through the
market is more important than direct support from the government.
The government market is the most likely source for stable revenues.
Some prime examples of the government market include providing
social service on commission,5 participating in government procurement programs, government programs commissioned to the private
sector,6 and the preferential purchase system. Stable income should
be secured through active participation in these programs. A support
5

6

Projects commissioned by the government in relation to social services, such as voucher
programs (caretakers for the elderly, caretakers for persons with severe disabilities,
maternity nurses and innovation of community services), childcare programs of the
Ministry of Gender Equality, and the Long-Term Care Insurance for the Elderly.
Garbage disposal, sanitary work, etc.
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system with public (local government) and private cooperation should
be in place, and the support system should facilitate securing stable
sales channels for social enterprises.
The purchase standards of public organizations need to be changed
in order for social enterprises to secure sales channels within the
government market. Purchases by public organizations should go
beyond maximizing net benefits and should comply with ethical
regulations to implicitly set the course for private companies. The
purchase standards of public organizations should include fair trade,
compliance with labor-related laws, the employment of people from
vulnerable groups, as well as anti-discrimination regulations. With
such standards, the fact that social enterprises are ethical companies,
complying with environmental responsibilities and the Labor
Standards Act and providing the four major social insurance benefits,
will act as important leverage for social enterprises in the government
market. Manuals for public procurement contracts and government
procurement should be distributed to new social enterprises as a
reference tool kit which includes information related to procurement
and public purchases as well as outlining the advantages of social
enterprises in the procurement market.
The tasks for securing sales channels in the government market by
procurement methods are as follows.
Currently, social enterprises are not permitted to provide social
services on commission, because most social enterprises are receiving
wages through the social employment program and it is said to be
difficult to provide vouchers to companies which are already receiving
wages. 7 In order for social enterprises to participate in voucher
programs, the current wage support system needs to be changed. As
7

Workers who receive all or part of their wage from the government such as those who
participate in the self-support program or work at welfare centers are not eligible for
participation in the voucher program.
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has been discussed above, wage support for social enterprise
participants should not be provided, and the government should only
provide support for social insurance, retirement allowances, and
wages for managers and expert personnel. With these changes, the
total amount of support received by social enterprises will remain
constant; and at the same time, social enterprises will be able to secure
a stable revenue base by participating in the government’s social
service market.
Preferential purchase systems also need to be made effective.
Korea has a total of 35 preferential purchase systems, but the output
of social enterprises is not mandatorily included in these preferential
purchases. The most realistic way to include the output of social
enterprises in preferential purchases is to make them subject to the
public purchase plan of the Small and Medium Business
Administration.8 For this to happen, a process for recognizing social
enterprises as SMEs must first be in place. Social enterprises with low
recognition but experience in working with the government may have
leverage in bidding for government projects, but considering that it is
difficult to win the first deal, the Korea Ministry of Labor should
strive to start increasing purchases from purchases related to the
Ministry. Services by social enterprises need to be included in
restrictive and selective competition bidding systems. Under the
current system, in which the head of a public organization purchases
products designated by the administrator of the Small and Medium
Business Administration, purchases are to be made through the
“restrictive or selective competition bidding among SMEs” unless
there are reasons to do otherwise.9
8
9

Currently SME products, products made with newly developed technologies, and products
made by companies with women CEOs are included in the purchase plan.
Products designated by the administrator of the Small and Medium Business
Administration are eligible for preferential bidding, which is only for SMEs excluding
conglomerates. (Competing SME products are designated by the administrator of the Small
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The current Social Enterprise Promotion Act does not include
“no-bid contract”-related clauses, making it realistically difficult to
sign no-bid contracts. Therefore, related clauses need to be included
in the law, and the local government’s social enterprise promotion
ordinances need to also include clauses related to procurement
through social enterprises.
The output of social enterprises should be included in the Public eProcurement Information System of the Small and Medium Business
Administration (http://smpp.go.kr/). Social enterprise certification
needs to be included in the company features tab within the system to
raise awareness of social enterprises.
Develop and foster businesses with potential to develop into social enterprises.
The government needs to develop and foster businesses with the
potential to develop into social enterprises in different business
categories and regions. Government support of social enterprises
implies that certain business categories will be actively developed. In
other words, there will be a need to foster social enterprises in areas
with potential for growth in the future. The detailed examples of
business categories which should be fostered by the government are
as follows. First, social enterprises need to be developed in niche
markets where there is demand but little supply, an example of which
is services for the disabled. Second, social enterprises should be
fostered in markets in which there are many service providers; with
the advent of a new institution, there is a high potential for
development, and it is ideal to provide services through social
enterprises. A prime example would be the newly established LongTerm Care System for the Elderly. Nursing homes for the elderly can
and Medium Business Administration and currently, there are some 220 products
designated, primarily from the manufacturing sector.) The system aims to foster SMEs, and
therefore, the designation process takes into consideration the nomination of the Korea
Federation of Small Business, although there is the criterion of more than ten SMEs
producing the same product, and the volume of public procurement reaching more than
500 million won per year.
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be certified as social enterprises, social enterprises can conduct
businesses related to care for the elderly, or social enterprises can
conduct businesses related to educating and fostering caretakers for
the elderly. Each of these business models will require proactive
fostering. Third, social enterprises should also be fostered in areas in
which the government makes massive investments according to
policy changes triggered by changes in the socioeconomic
environment, such as the rural areas in which major investments are
being made by the government according to the Comprehensive
Countermeasures for Rural Areas.10 Social enterprises need to be
fostered through the development of business categories in which
social enterprises can be developed.11
There are also business categories which need government
intervention among the categories where social enterprises already
exist. Fostering social enterprises in these areas should be approached
from a few different ways simultaneously. First, methods other than
social enterprises should be found for areas with intentions fit for
social enterprise but in which social enterprises have failed to create
markets and the probability of the survival of the enterprises is not
high due to the lack of marketability. A prime example would be
providing packed lunches to the beneficiaries of the national basic
livelihood program and to children in need, which the government
has a responsibility to deliver. The government pays for the lunches
under the market price, and therefore, there are no private companies
participating, only social enterprises and self-support program
10
11

The government is to invest 119 trillion won from 2004 to 2013 through the
Comprehensive Countermeasures for Rural Areas.
The following have potential to develop into businesses for social enterprises as a part of
the countermeasures for rural areas: developing local brands, agriculture-related
businesses such as making logistics more efficient, vitalizing tourism (conglomerates
turning themselves into social enterprises by forming relations with agricultural and
fisheries villages), expanding the farm helper system, and establishing medical service
systems for rural areas.
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participants. For areas such as this, in which the private market
cannot be created due to the price paid by the government, fostering
social enterprises is not appropriate, since participating social
enterprises are unlikely to be able to support themselves. The prices
for the packed lunches should be increased or the government must
provide the lunches directly. Second, the government needs to
provide full-fledged support for areas in which the intentions are
appropriate for social enterprises and at the same time, there is a
market that has developed to a certain extent. These are the areas in
which a certain level of profits can be secured, such as garbage
collection and recycling, which call for environment-friendly
processes. Employing social enterprises in these areas may lead to
slightly higher costs due to the environment-friendly processes, but
the general costs such as the cost for lots and government
commission can be saved, securing a certain level of profits for social
enterprises. Third, there are also areas such as sanitary work in which
a significant private market has already developed. The government
needs to at least give priority to social enterprises in these areas in
order to foster social enterprises, which will also benefit society
because of the environment-friendly processes used by social
enterprises and the quality of jobs provided.
In order to foster social enterprises, it is important to find ways to
connect social contributions with social enterprises. Considering that
social contributions of companies are increasing each year12 and the
social responsibilities of companies are being emphasized more and
more, various forms of support need to be developed for companies
to choose from according to their situation. The following are a few
examples. The first is connecting social enterprises with the social
contribution activities of private companies, such as volunteer work
12

Social contribution by companies recorded 1.4 trillion won in 2005 and this figure
increased to 1.8 trillion won as of 2006.
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and forming cooperative relations with rural villages. Second, private
companies may provide social enterprises with management knowhow and related expertise. Third, private companies may use the
existing organization or space to support social enterprises, such as
using their sales networks to support the sales of social enterprises or
allowing social enterprises to use their facilities and space.
Expand tax deduction and financial support. The registration and
acquisition taxes should be reduced for social enterprises. The
companies currently enjoying these incentives are small- and mediumsized start-ups, venture start-ups and companies established for job
creation. Taking into consideration that social enterprises are not only
small- and medium-sized start-ups but are also established for the
public good, such tax incentives should also be provided for social
enterprises.
In the case of private companies receiving certification as social
enterprises, it is structurally difficult for these companies to receive
donations from the private sector. Not-for-profit companies are able
to provide tax incentives for the companies which provide them with
donations, but social companies in the private sector are not able to
do so. This is because of the perspective that for social enterprises in
the private sector, the “private sector” aspect outweighs the “social”
aspect, and therefore, donations for these companies are not subject
to tax incentives. Yet, as has been mentioned above, social enterprises
are different from other companies in that they do not aim at
maximizing their profits. Therefore, donations for social enterprises
should certainly be subject to tax incentives.
Currently, social enterprises are relatively isolated from financial
support for SMEs. Private funding mostly focuses on businesses
started with a small amount of capital by those living in poverty, and
most public funds focus on supporting SMEs in manufacturing and
IT. In order to expand funding for social enterprises, changes are
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needed.
First, social enterprises should be able to use existing credit
guarantee systems so that they can be included as SMEs. A major role
of the Korea Credit Guarantee Fund is to evaluate credit and provide
the guarantee for 40 trillion won worth of credit per year.
Second, loans for social enterprises need to be expanded, along
with support and financing for facilities and management. The
following may be considered: including social enterprises as subject to
micro-financing, creating policy funds to secure funds for loans,
expanding local investment institutions which provide long-term
loans at low interest rates in Korea, and vitalizing the private capital
market by connecting it with SRI funds.
Strengthen education, training and promotion. Education and training is
an important basis for fostering social enterprises. For the
development of social enterprises, various curricula for the social
enterprise stakeholders should be opened to enhance the quality of
the staff and participants and to foster future social enterprise
entrepreneurs.
First, curricula for the staff and participants of social enterprises
need to be opened. Currently, there is a six-month academy for social
enterprise entrepreneurs, but in the future, subjects related to social
enterprises should be opened as part of MBA courses at prestigious
universities to train social enterprise consultants and foster social
enterprise entrepreneurs. Furthermore, masters degree courses and
MBA courses for social enterprises should be created. These courses
will enhance the public understanding of social enterprises in the
short run and will facilitate the fostering of social entrepreneurs in the
long run. Even before coming up with regular curricula, short-term
education and observation programs should be provided to experts in
diagnosis and consulting, in order to facilitate the understanding of
social enterprises and enhance the quality of consulting services.
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Curricula are also needed for public servants at local governments,
and employees at private organizations whose work is related to social
enterprises.
Social enterprises are at their initial stage, and therefore, multifaceted education and promotions are needed to enhance the
understanding of social enterprises by public servants at central
government bodies, contract-related public servants at local
governments, and employees at private organizations. Education and
training should be provided not only for public servants at local
governments and employees at private organizations, but also for
people who contribute to the growth of social enterprises as an
incentive.
Efforts should also be concentrated on promotion without
infringing on the core values of social enterprises. There is a special
need to raise awareness among the public of the democratic and
ethical value of social enterprises as well as the capability for
redistribution. It is also important to have publicity for the success
stories of social enterprises which have realized the core values, and
demonstrate that it is possible to couple commercial value with social
and environmental values, which will translate into higher
expectations for the potential of social enterprises by the public.
Through promotional activities, more companies will be willing to
become social enterprises or work with social enterprises, the brand
image of social enterprises will improve, and the sales volume will
also increase.
In order to secure sales channels in private markets, one of the
measures to raise awareness would be to develop a trademark used by
all social enterprises, for most are micro companies and therefore,
have low brand awareness. By using a common trademark, awareness
among consumers, companies and public organizations will be raised,
translating into higher revenues. The government should pay the
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expenses for developing a common trademark with reference to the
SME common trademark support project.13
Promotional activities can be conducted by various groups
including the central government, local governments, social enterprise
associations, corporate bodies and academia through the media,
Internet, events, seminars, incentives, print ads and other promotional
materials.14

13

The SME common trademark support project provides a 70% matching fund for
development (with a cap of 50 million won) and an 80% matching fund for promotional
activities.
14Promotions can include selecting and awarding outstanding social enterprises every year,
publicity through mass media channels (TV ads and special programs on social
enterprises), creation of UCC on social enterprises and online promotions, selecting social
enterprise ambassadors, designating a social enterprise day, creating and distributing social
enterprise product catalogues, opening seminars on social enterprises in different regions,
or publishing case studies on the benefits of local government from procuring through
social enterprises.
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Employment Structure and Effects of the
Foreign Workforce
Kyu-Yong Lee and Sung-Jae Park

Introduction
Remaining at roughly 400,000 since 2000, the number of foreign
workers in Korea began to increase by more than 100,000 annually
starting in 2005 so that it stands at approximately 700,000 as of July
2008. The number of illegal immigrants is also on a steady rise.
Foreign workers account for 3.0% of Korea’s total employed
population (4.4% of wage workers), and it is estimated that the
proportion of non-professional foreign workers will increase to 8.6%
of the total Korean workers in production and manual jobs in Korea.
Foreign workers tend to be preferred over Korean workers if their
job skills or work capacities are on a similar level, because foreign
workers’ reservation wages are lower. This is why most countries are
protecting the labor market for their citizens by emphasizing the role
of foreign workforce inflow as a complement to the domestic labor
market, with the exception of highly talented foreign workers with
professional expertise. In other words, countries attempt to minimize
the negative repercussions created by the introduction of foreign

This is a translated version of the paper published in the Monthly Labor Review (KLI,
September 2008).
Kyu-Yong Lee, Research Fellow, Korea Labor Institute; Sung-Jae Park, Senior Researcher,
Korea Labor Institute.
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workers into their labor markets by supplying the foreign workforce
mainly into sectors avoided by their domestic workers. The types of
employment that low-skilled foreign workers engage in are considered
particularly crucial factors in foreign workforce policies, as they
mostly tend to be the kinds of jobs that workers in socially vulnerable
classes depend on.
Measures often used to protect the labor market for a country’s
citizens include efforts to employ domestic workers (labor market
test) as well as controlling the levy or quota of foreign workers
supplied. Most countries also limit the industries or types of jobs in
which employment of foreigners is permitted, and grant businesses
limited eligibility to employ foreign workers.
Gathering information on the foreign workforce labor market is a
crucial aspect for successfully operating the above measures and
protecting domestic workers. Analyses of factors such as the
employment structure or wages of the foreign workforce will help
improve the effectiveness of foreign worker policies that are in
balance with the labor market for citizens. It is consequently a highly
important task to build systematic data on the foreign workers’ labor
market. However, the official data on the labor market of foreigners
currently employed in Korea is very limited in scope, as employment
statistics are only reported for a part of the overseas Korean workers
of foreign nationalities and the workers legally employed under the
Employment Permit System1.
In view of that limitation, this paper aims to make use of the
available data to estimate the industry distribution of nonprofessional2 foreign workers employed in Korea. In addition, the
1

2

The Labor Demand Survey carried out by the Ministry of Labor does provide data on
foreign workers. However, it only focuses on the manufacturing industry and is therefore
limited in terms of identifying the status quo of the overall foreign workforce in Korea.
“Non-professional” workers is a term referring to low-skilled and manual workers, the
category to which most of the foreign workforce belong in the visa system with the
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paper explores the effects of the employment of foreign workers in
related sectors, as compared with the changes in the labor market for
domestic workers.

Foreign Worker Trends
Before estimating the distribution of foreign workers over various
industries, let us first take a look at the immigration statistics showing
the current numbers of foreign workers by visa type. The numbers of
foreigners employed in Korea can be estimated by examining
“Immigration and Foreigner Policy Statistics” compiled by the
Ministry of Justice. Visa types for foreign workers are comprised of
Employment (E), Working Visit (H-2), Short-term Employee (C-4),
Industrial Trainee (D-3), Corporate Investor (D-8), and Employment
Control (F14) visas. There are also a significant number of illegal
immigrants. Illegal immigrants include both those who entered Korea
on an employment visa but have lost their legal status by having either
left their workplace or exceeded the length of stay, as well as those
working in Korea despite having entered on a non-employment visa.
As most of these illegal immigrants are believed to be staying in
Korea for employment3, we have considered all illegal immigrants as
employed persons for the purposes of this paper.
Table 2-1 shows the numbers foreign workers by visa type, as of

3

exception of E1-E7 (professional/skilled worker visas) holders. “Non-professional”
workers is a more adequate description containing both meanings of “low-skilled” or
“manual” workers since foreign workers are now finding employment in an increasingly
diverse range of industries but the use of these latter expressions is mainly limited to the
manufacturing industry.
This paper considers all illegal immigrants in Korea as being employed. A more precise
analysis can be conducted by applying the proportional figures for the possible ages of
employment (e.g. 90% of illegal immigrants are between the ages of 16-60) of illegal
immigrants. However, it would not be an over-estimation to consider all illegal immigrants
as being employed if we allow for the foreign workers who are not included in foreign
workforce estimations, such as student visa holders who are illegally working.
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the end of May 2008, including all those who entered Korea on an
employment visa (which also includes those illegally employed) and
foreigners who entered Korea on a non-employment visa but who are
remaining as illegal immigrants. As we can see in the below Table,
576,260 people out of the total foreign workforce of 717,398 workers
Table 2-1. Status Quo of Foreign Workforce by Visa Type (May, 2008)
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Note. Foreigners Entering on Employment Visas includes both foreign workers who remain legal
residents, having arrived in Korea on legitimate employment visas, as well as those who have
become illegal residents because of having left their workplace or the expiration of the
legitimate length of stay; Foreigners Entering on Non-employment Visas refers to foreigners
who entered Korea holding non-employment visas, such as a tourist visa, and who now
remain in Korea as illegal aliens. A vast majority of them are believed to be employed. Data
from Immigration and Foreigner Policy Statistics, Korea Ministry of Justice.

30

Labor Issues in Korea 2009

Table 2-2. Foreign Worker Trends by Sex
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Note. Data from Immigration and Foreigner Policy Statistics, Korea Ministry of Justice.

entered Korea on employment visas (including both those currently
staying as legal workers and those who have become illegal
immigrants due to visa expiration), and 141,138 foreigners entered on
non-employment visas, and now remain as illegal workers. Of all the
foreign workers, the percentage of men (477,327 persons, 66.5%) is
twice as high as that of women (240,071 persons, 33.5%).
By using these statistics, it is possible to derive time series data on
the total size of the foreign workforce in Korea. Table 2-2 and Figure
2-1 display the trends of total foreign workers since July 2004. As
seen in the above Table, the size of the foreign workforce in Korea
has steadily grown from about 460,000 in the second half of 2004 to
528,000 by the second half of 2006, and now numbers more than
700,000 as of the first half of 2008. This translates into an annual
growth of nearly 100,000 foreign workers since 2004. The dramatic
rise in recent figures is mainly caused by an increasing number of overseas
Koreans entering Korea under the Visitor Employment System.
Table 2-3 shows the total numbers of foreign workers with both
legal and illegal status, and Table 2-4 displays the proportion of non-
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Figure 2-1. Foreign workforce trends. Visas that permit employment are Employment
(E), Working Visit (H-2), Short-term Employment (C-4), Industrial
Trainee (D-3), Corporate Investor (D-8), and Employment Management
(F14). Data from Immigration and Foreigner Policy Statistical Yearbook,
Korea Ministry of Justice.
Table 2-3. Numbers of Legal/Illegal Foreign Workers in Korea
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Note. Illegal immigrants are comprised of those on short-term visas (47.3%), industrial trainees
(18.5%), those remaining after the 2003 legalization (14.0%), those arriving under the
Employment Permit System (3.6%), etc. Data from Immigration and Foreigner Policy
Statistics, Korea Ministry of Justice.

professional workers in the legally employed foreign workforce. As of
July 2008, 68.8% of all foreign workers are legally employed and
91.0% of these legally employed foreigners are working in low-skill,
manual jobs. We can also see that the proportion of overseas Koreans
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is rapidly growing, with those arriving on H-2 visas now reaching
66.1%, or two-thirds, of those legally entering Korea on nonprofessional employment visas.
Table 2-4. Numbers of Legally Employed Foreigners in Korea
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Effects of Foreign Worker Employment
Foreign Workforce Distribution by Industry
Analyzing the impact of the foreign workforce on the domestic
worker’s labor market is a critical aspect of foreign workforce policies,
requiring systematic data on the employment structures and wages of
foreign workers. However, such studies of foreign worker
employment effects are not being actively conducted in Korea due to
the limited availability of data.4
4

Major research papers on this subject include those by Grossman (1982), Borjas (2003),
and Loghiet et al. (2005). By analyzing the data of individual countries, they conclude that
the increase of immigrants has led to lower wages and expanded unemployment. Also, an
OECD study (2006) analyzed the effects of immigration on the unemployment of the
receiving country, using data collected by different countries. Recent research efforts on
the subject conducted in Korea include studies by Jun-Mo Cho (2003) and Han-Suk Lee
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This is the point that this chapter will address. Although the most
important information needed for an analysis of foreign employment
effects is the foreign workforce distribution by industry, we were only
able to secure the related data for approximately 10% of the overseas
Koreans who entered Korea under the Visitor Employment System
and the (total) foreign workers who entered under the Employment
Permit System, which are all included in the legally employed foreign
workforce in Table 2-4.5 In other words, the industry distribution is
only identifiable for about 25% of the total foreign workforce in
Korea. As a result, we were restricted to utilizing the available data
under certain limited hypotheses, and approached the issue as follows.
First, we assume that the illegal immigrants who entered Korea on
employment visas are still working in the same industry. Second, we
took the nationality distribution (Korean-Chinese, Chinese, and
others) into consideration when predicting the industries of
employment by nationality types for foreign workers who obtained
legal status in under the 2003 legalization measure. Third, the industry
distribution data reported by workplaces employing foreigners under
the Visitor Employment System were used to study the distribution
of industries in which Working Visit visa holders are employed.
Fourth, of the illegal immigrants who entered Korea on tourist visas
and the like, instead of through legitimate employment channels, we
assumed that 90% are currently employed in manual and production
job sectors. This 90% was further broken down by nationality:
Korean-Chinese, Chinese, and others to estimate their industry
distributions, using the data from the 2003 voluntary reporting by
illegal immigrants.

5

(2004). Refer to Kyu-Yong Lee et al. (2007) for discussions on the labor market effects of
foreign workers and on the general status quo of the labor market and the foreign
workforce system.
Those who entered the country on professional employment visas were excluded, as the
analysis on the employment effects by a foreign workforce is applicable mainly to low-skill,
manual workers.
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The results of these estimates are displayed in Table 2-5, from which
we can infer that the increase in the inflow of overseas Koreans has
led to a growing proportion of foreign workers employed in the
construction or restaurant and lodging industries.
Table 2-5. Non-Professional Foreign Worker Distribution by Industry
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Next is the question of how the influx of foreign workers has
impacted the employment of Korean nationals in these industries.
Because of several restrictions, we have taken an experimental
approach in this study using a simple estimation model, but a more
sophisticated model and data would be required for a detailed analysis
of the effects on domestic employment.
Table 2-6 and Figure 2-2 display the shifts in the percentages of
Korean/foreign workers in each industry. As we can see, the
proportion of Korean workers in production jobs as opposed to the
total number of employed persons is declining across all the sectors,
with the exception of the domestic help service industry. As expected,
the percentage of foreign workers in these jobs is steadily growing.
However, the reasons for these changes cannot be attributed solely to
the influx of foreign workers. The reduced number of Korean
employees in production jobs reflects the impact of economic
conditions as well as the labor supply. According to an employment
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adjustment analysis using a dynamic labor demand model, production
jobs are generally more sensitive to economic fluctuations than
clerical and managerial jobs. This is why a more thorough
Table 2-6. Changes in Korean/Foreign Worker Percentages by Industry
1FSDFOUBHF 
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Note. Percentages for domestic workers (DW) (Korean nationals) are calculated as follows. TDW:
Production job wage workers in all industries / Workers in all industries; MDW: Production
job wage workers in the manufacturing industry / Workers in the manufacturing industry;
CDW1: Day laborers among production job wage workers in the construction industry /
Workers in the construction industry; CDW2: Temporary and day laborers among
production job wage workers in the construction industry / Workers in the construction
industry; FDW: Temporary and day laborers among female workers in the restaurant and
lodging industry / Workers in the restaurant and lodging industry; HDW: Female workers
in the domestic help service industry / Workers in the domestic help service industry. For
foreign workers (FW), the above figures refer to the percentage of foreign workers out of
the total number of workers in each industry. The percentage figures for domestic workers
are derived from the “Economically Active Population Survey,” which was undertaken by
the Korea National Statistical Office. We estimated the corresponding percentages of
foreign workers for the purposes of this study.
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investigation on the decline of production employee percentages in
these industries is required in order to deliver an accurate analysis.
It is not appropriate to link the reduced percentage of domestic
workers in production jobs directly to the growth in the immigration
of foreign workers, which in some cases plays a complementary role
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Figure 2-2. Trends of Korean/Foreign worker percentages by industry.

37

Employment Structure and Effects of the Foreign Workforce

Figure 2-2 (Continued)
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Figure 2-2 (Continued)
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to a decrease in Korean production workers. Nevertheless, we can
reasonably conclude that foreign workers do affect the employment
of domestic workers to a certain extent. Foreign workers tend to have
a relatively higher rate of maintaining their jobs through economic
fluctuations, as their wages are lower and they are more highly
motivated to keep their jobs, compared to Korean workers.
Foreign Workforce Employment Effects
A simple model will help us identify the extent of the ramifications
of the growth in the immigration of foreign workers for the
employment of domestic workers. The inflow of foreign workers
does not impact the overall labor market, because the majority of
foreign workers are employed in production or sales jobs. Therefore,
we limited the analysis data to the industries mostly affected by
foreign workers, narrowing the scope to manufacturing, construction,
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restaurant and lodging, and domestic service, the industries in which
most of the (low-skilled) foreign workers are employed. Korean
workers affected by the influx of foreign workers were classified in
terms of sex, industry, job category, and job status, based on the
monthly data on the economically active population from the
National Statistical Office. Next, we extracted data samples on
production job wage workers in manufacturing, temporary or day
laborers of wage workers in construction, temporary or day laborers
of women working in restaurants and lodging, and female workers in
domestic service.
Table 2-7. Estimation Results
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Note. The output variable used the seasonally adjusted industrial production index for the
manufacturing and restaurant and lodging industries, and the log value of the order received
amount for the construction industry. The output variable was excluded for the domestic
service industry. The dependent variable refers to the log value of domestic workers in each
industry as follows. Manufacturing: Production job wage workers; Construction: Temporary
and day laborers among production job wage workers; Restaurant and Lodging: Temporary
and day laborers among female workers; Domestic Service: Female workers. The dummy
variable is 0 and 1 respectively for before and after the March 2007 introduction of the
Visitor Employment System. Significance of 10% for *, 5% for **, and 1% for ***.
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In the analysis model, the dependent variable is the log value of
each industry’s Korean workers in production or manual jobs. For
independent variables, we used the trend variable, amount (value) of
production (seasonally adjusted index for manufacturing and
restaurant and lodging industries, log value of the amount of orders
received for construction industry), log value of foreign workers, and
the dummy variable of Visitor Employment System enforcement.
Table 2-7 displays the results of this estimate, from which we can see
that the employment of foreign workers has a negative effect on
Korean worker employment, mainly in construction and the
restaurant and lodging industry.

Conclusion
This paper has studied the effect of foreign workers in Korea, their
distribution by industry, and their impact on Korean workers. The
immigration of foreign workers is expected to continue to increase
when one considers the predicted demographic changes in Korea.
The nature of this recent foreign worker influx poses two challenges
to the Korean labor market. First, Korea still suffers from a labor
shortage despite the steady immigration of foreign workers. In 2007,
businesses with five or more employees recorded a 4% labor shortage
rate for production and manual workers, and small businesses with
ten or fewer employees reported a 6-10% labor shortage rate (Labor
Demand Survey, Korea Ministry of Labor, 2007). Also, the Small and
Medium Business Administration issued a Small and Medium
Enterprise Labor Condition Survey Report (2007) which showed that
labor shortage rates by job category recorded 7.40% for low-skill jobs,
3.79% for technical and quasi-professional jobs, and 3.16% for simple
manual jobs. Second, as analyzed in this paper, the growing supply of
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foreign workers may eventually replace Korean workers in some
employment sectors, such as the construction industry. These results
can be construed as suggesting a potential mismatch between the
foreign worker supply shortage and the quantitative or qualitative
aspect of foreign worker supply and demand in the production and
manual job markets.
Wide-ranging institutional efforts are therefore required, such as
supplying an adequate number of the foreign workers, establishing a
foreign worker supply system meeting the needs of business sectors,
mechanisms to ensure compliance with the principle that a foreign
workforce should complement the labor market for domestic workers,
and vocational skill improvement programs for Korean workers
competing with foreign workers. At the same time, it must be
remembered that the recent expansion of foreign worker immigration
is mainly attributable to overseas Koreans, who are most likely to
replace Korean workers in the labor market. Setting quotas for
overseas Koreans would not be very effective since the Visitor
Employment System under which overseas Koreans enter the country
allows them to seek employment freely within permitted industries.
Therefore, it is necessary to strengthen the employment support
system for overseas Koreans in order to ensure a balance between
their immigration and the employment of domestic workers. This
measure should be consistent with the policy goal of supporting
overseas Koreans as well as minimize the impact of the overseas
Koreans on the domestic labor market. It goes without saying that a
reliable means of collecting statistical data on the foreign workforce
must be established in order to enhance the effectiveness of these
policies.
This paper is a preliminary and experimental analysis of the effects
of employing foreign workers. More detailed research is called for to
analyze the labor market for domestic workers who face competition
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from the influx of foreign worker. This important issue also requires
more sophisticated and varied methodologies for studying the effects
of foreign workers on domestic employment.
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Participants in the Performing Arts
Sector: Artists or Workers?
Seung-Yeol Yee

Stage Actors Feed on Morning Dew? Are You Proud of That?
“This producer was telling me that they’ll be doing something as a professional
theater company. Rehearsal is two months and the show lasts one month. And this
guy, this representative, tells me, ‘We’ll pay you 3 million won.’ So I tell him,
‘You $@&%. Have you ever tried living for three months on 3 million won? I
have two children, and what, stage actors feed on morning dew? Are you proud of
that?’” (Mr. C, actor. Interview, March 2007)
The Korea Labor Institute (KLI) conducted a status survey in 2007
of 273 members of the theater and musical sector—actors, producers,
playwrights, and staff members—as part of its project “Professional
Workforce Structure and Policy Support in the Performing Arts
Sector: with a Focus on Theater and Musicals.”1 The survey revealed
the average monthly wage for this sector to be 1.583 million won and
the hourly wage to be 145,000 won (Hwang et al., 2007), figures that
show that the actor quoted above was by no means lying.
An hourly wage of 145,000 won (4 times 3,480 won, the statutory

1

This is a translated version of a paper published in the Monthly Labor Review (KLI, October
2008).
Research Fellow, Korea Labor Institute.
For the sake of simplicity, this survey is referred to hereafter as the Status Survey.
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minimum wage as of 2007) implies that, based on income alone, the
socioeconomic status of these participants may not be that low. But
the average monthly income figure of 1.583 million won contradicts
this impression. Given that a similarly timed survey (done in the first
half of 2007) revealed the average monthly total income of full-time
workers in all nonagricultural businesses with 5 or more employees to
be 2.575 million won, it is not hard to imagine the conditions
surrounding the working lives of those in the performing arts (Korea
Ministry of Labor, 2007).
Those who labor in the performing arts exist not only in the world
of art but also in the more ordinary world of livelihood; thus, their
artistic activities and economic activities are conducted in parallel.
Ideally, their artistic endeavors are accompanied by income at a level
that ensures them an adequate livelihood, but the simple figures
reviewed above paint a starkly different picture.
Then, how do those who must divide their time between artistic
and economic pursuits define themselves? Do they consider
themselves artists if they spend most of their time in artistic pursuits,
even if such activities bring little income? Do they see themselves as
artists if they pack their scripts or sheet music into their bags, even if
they spend more of their time on economic activities? Conversely, do
they see themselves as workers if they work backstage, even if they
are part of the performing arts sector? Or do they call themselves selfemployed, or freelancers who provide services at will to those who
require them, although such work does not guarantee stable income?
These and other questions were asked of the 273 performing arts
sector participants surveyed. This paper, which is based on their
responses, discusses their perceptions of work and how their job
characteristics influence such perceptions.
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What the Status Survey Responses Revealed
Respondents to the Status Survey were asked to indicate their level
of agreement with the statements “I am an artist,” “I am a worker,”
and “I am self-employed” by scoring each on a scale of 0 to 10; a
higher score indicates stronger agreement. For example, if a
respondent believed himself to be strictly an artist, he would assign a
score of 10 or 9 to the statement “I am an artist” and very low scores
to the statements “I am a worker” and “I am self-employed.” Those
who believed themselves to be workers or self-employed would score
the statements in the opposite manner.
But the Status Survey did not force respondents to limit their selfperception to just one of the three. It allowed multiple responses,
such as that the respondent is an artist as well as a worker, or an artist
as well as self-employed. In other words, it asked them to express
what they do in a three-dimensional manner within the three axes of
artist, worker, and self-employed.
Half Believe Themselves to Have Artist’s Blood Running Through Their Veins
The responses are summarized in Table 3-1. One of the most
prominent results is that many of the respondents consider
themselves artists. The average score of 7.45 for the artist selfperception shows a strong tendency to identify oneself as such. The
average score for the worker self-perception was 4.69 and for selfemployed was 2.96. Simply put, respondents scratched their heads at
the self-perception “self-employed” but neither accepted nor rejected
self-perception as a “worker.” As these are mean values, they can be
seen as the average or representative image of those in the performing
arts sector.
We can assume that if respondents had been forced to define
themselves according to one category only, the sum of the three
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scores would approximate 10. If one has a strong identity as an artist,
he or she would assign the artist statement a 10, and the other two,
values close to 0. But the actual sum of the three scores is 15.11. That
the average sum exceeds 10 shows that the respondents do not limit
themselves to only one professional identity. It probably also implies
that they do not see the three definitions as mutually exclusive. In fact,
the correlation between the definitions is -0.0883 between artist and
worker, 0.1773 between artist and self-employed, and 0.2772 between
worker and self-employed. The estimation of correlation coefficient
shows that our assumption was not too far off the mark.
Table 3-1. Self-perception of Performing Arts Sector Participants by Job Category
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Note. The higher the score, the stronger the agreement, and vice versa (minimum 0, maximum 10);
figures are averages and standard deviations are in parentheses; total is the sum of the
perception scores for artist, worker, and self-employed.

Let us paint the picture of a typical participant in the performing
arts sector. The average total score of 15.11 will be taken as 100%. In
this scenario, a typical individual would consider himself to be 49%
artist, 31% worker, and 20% self-employed.
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Artists Who Perform, Workers Who Plan
Notwithstanding the above, those in the performing arts sector
may have different views depending on their job category. By that
criteria, creative staff (9.00) and performers (8.24) show higher
average scores for the artist self-perception. 2 In comparison, the
average artist score for performance operational staff is only 3.50, the
lowest among the different job groups. Thus operational staff are far
less likely to see themselves as artists. Technical staff and
performance planners/producers scored 6.35 and 6.32 respectively,
relatively closer to the artist self-perception but lower than that for
creative staff and performers.
For the worker self-perception, planning/production and education/
critique showed relatively higher scores, at 5.57 and 5.20 respectively,
whereas creative staff gave it a lower score (3.93). And for the selfemployed definition, creative staff and performers, at 3.80 and 3.08
respectively, gave comparatively high scores. These results show that
even within the performing arts sector, people perceive their
professional identity differently depending on their job category.
But Table 3-1 also shows that the sum for each job category is
different as well. The highest total was for creative staff (16.73),
followed by performers (16.02), planning/production (14.86),
education/critique (14.40), technical staff (13.49), and operational
staff (9.19). Higher totals indicate a tendency to identify oneself with
more than one self-perception. At the opposite end of the spectrum,
operational staff may limit their self-perception to only one category,
or even to none in some extreme cases.

2

Education and critique had the third-highest score, 7.20, but because there were only 10
respondents, statistical significance is low.

48

Labor Issues in Korea 2009

Do Participants in the Performing Arts Sector Have Multiple Personalities?
In a slight change of perspective, let us take the score 0–3 as
rejection of a definition, 4–6 as neither acceptance nor rejection, and
7+ as positive acceptance. In other words, if someone scored the
artist self-perception a value of 7, he perceives himself to be an artist,
and if he scored it a value of 3 or less, he believes he is not an artist.
Table 3-2 shows the reconstructed data using such scoring ranges.
The table shows that 23 out of 27 cells are filled, partly explaining
how the above-mentioned correlation coefficients were produced.
The respondents are evenly dispersed across the three-dimensional
realms of artist, worker, and self-employed without being concentrated
in a particular area. Perhaps this is the defining characteristic of
members of the performing arts sector. Let us bear this in mind as we
take a closer look at the table.
Table 3-2. Breakdown of Self-perception by Respondents
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First, the group with the highest frequency is [Artist, worker, selfemployed] = [7–10, 0–3, 0–3]. This is the group of individuals who
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tend to think of themselves more as artists and less as workers or as
self-employed. This group includes 21.6% of all respondents,
meaning that about 20% of the people in the performing arts sector
consider themselves strictly as artists.
The next highest frequency is found in [Artist, worker, selfemployed] = [7–10, 7–10, 7–10]. These individuals account for 16.1%
of all respondents. They consider themselves to be artists, as well as
workers and as self-employed. This may be a reflection of either their
itinerant reality, in which they must move from job to job because of
their unstable income source, or their unique personality and
outlook.3
The group with the third-highest frequency is [Artist, worker, selfemployed] = [7–10, 7–10, 0–3]. These people see themselves more as
artists and as workers, but less as self-employed. And 7.3% are [Artist,
worker, self-employed] = [7–10, 4–6, 0–3], who perceive themselves
as artists but not as self-employed, and are noncommittal to worker
status.
Characteristics by Job Category
We further broke down the data from Table 3-2, grouping
respondents into those who consider themselves strictly as artists (7
or higher for artist self-perception, 3 or less for both worker and selfemployed), strictly as workers (7 or higher for worker self-perception,
3 or less for both artist and self-employed), as both artists and
workers (7 or higher for artist and worker, less than 6 for selfemployed), as both artists and self-employed (7 or higher for artist
and self-employed, and 6 or less for worker), or as artists, workers,
3

Perhaps not directly relevant to this result, but interesting nonetheless, is this statement by
a composer, who when asked in an interview, “Do you tell others that you are a composer
of musical scores?” answered, “I just tell them, ‘I stay home.’” The fact that he calls
himself unemployed indicates that artists are not free from society’s perceptions about
jobs.

50

Labor Issues in Korea 2009

and self-employed (7 or higher for all three definitions)4 and analyzed
their characteristics. The results are summarized in Table 3-3.
This grouping method reveals a relatively higher average age for
those who consider themselves to be both artists and self-employed,
and a relatively lower average age for those who see themselves as
workers. This characteristic is also reflected in their career. Those
who think of themselves both as artists and as self-employed have the
Table 3-3. Characteristics by Self-perception
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4

Those who consider themselves strictly as self-employed (7 or higher for self-employed, 6
or less for artist and worker) or as workers and self-employed (7 or higher for worker and
self-employed, 6 or less for artist) were not considered because of the extremely small
sample size.
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highest total average monthly income at 2.85 million won, earned
from both performance-related and nonperformance-related sources.
In comparison, those who see themselves as workers have the
second-highest total average monthly income, but their main income
source is nonperformance-related. Those who rank low on the
income scale are the artist group and the artist/worker/self-employed
group.5
Interestingly, those who see themselves as workers exhibited the
lowest overall satisfaction. The average itself, 3.42, does show relative
satisfaction. But it is still low compared with the average for those
who clearly self-identify as artists.

And Are They Happy?
So far we have discussed how those in the performing arts sector
see themselves: as artists, as workers, or as self-employed, or as a
combination of two or more of these. In this section we will discuss
the level of happiness they derive from working in their chosen field,
the depth of their concerns or thoughts, and their level of general
happiness. We will also see whether there are any differences in their
sense of happiness or their concerns depending on their professional
perception.
Respondents to the Status Survey were asked to respond to the
statements “I am happy as a participant in the performing arts,” “I am
5

One theater association member stated the following (given that this interview was
conducted before the Status Survey, the comment probably refers to a different survey):
“There was this question in the survey. ‘Do you see yourself as a worker?’ Then it tries to
change your perception, and asks things like, ‘If you are, how much do you wish to be
paid?’ But in this sector nobody calls himself a worker. And many in this sector actually
think, if you get paid for what you do, you’re not an artist. But then those who lead the
artists and try to create a better environment for them are workers, salary-earners. So
actually, it’s right that we should be paid accordingly, including myself. No matter what we
do. But then of course there are always those who make unreasonable demands.”
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happy as a person in general,” and “I have concerns related to the
performing arts field” using a score from 0 to 10, 0 indicating
complete disagreement and 10, complete agreement. The results are
summarized in Table 3-4. The numbers in the table are average scores.
Results show a positive average score of 7.59 for the statement “I
am happy as a participant in the performing arts.” At the same time,
they reveal the existence of deep concerns about a participant’s
chosen field, with an average score of 8.00. At least in this field, the
depths of concerns and happiness seem to be separate from each
Table 3-4. Happiness Among Participants in the Performing Arts Sector
6OJUQPJOU 



0CTFSWFE
OVNCFS

5PUBM



$PODFSOT
)BQQJOFTT )BQQJOFTT
BCPVU
BT
BTQFSTPO
QFSGPSNJOH
QFSGPSNFS JOHFOFSBM
BSUT
 

 

  






















+PC
DBUFHPSZ

1MBOOJOHQSPEVDUJPO
$SFBUJWFTUBGG
1FSGPSNFS
5FDIOJDBMTUBGG
0QFSBUJPOBMTUBGG
&EVDBUJPODSJUJRVF

"SUJTU

ˀ 
ˀ 
ˀ 





 
 
 

 
 
 

  
  
  

8PSLFS

ˀ 
ˀ 
ˀ 





 
 
 

 
 
 

  
  
  

4FMG
FNQMPZFE

ˀ 
ˀ 
ˀ 





 
 
 

 
 
 

  
  
  















Note. Figures are averages and standard deviations are in parentheses.






















Participants in the Performing Arts Sector: Artists or Workers?

53

other. Put another way, if one works in the performing arts sector, he
or she has many concerns but feels happy at the same time.
The sense of happiness by job category was found to be highest in
the following order: creative staff (8.24), performers (7.85),
education/critique (7.60), planning/production (7.40), technical staff
(7.24), and operational staff (5.45). Generally, it was found that the
closer individuals are to creative work, the higher their level of
happiness, and that intermediaries such as technical or operational
staff are relatively less happy. This pattern is also commonly found in
the depth of their sector-related concerns.
Similarly, the results indicate that the more strongly these
individuals self-identify as artists, the happier they feel. There is a
0.5270 correlation between the artist self-perception score and the
happiness score. There is also a correlation, at 0.4643, between the
artist self-perception score and the depth-of-concerns score.
In comparison, respondents’ happiness as a performer is high if
they have weak self-perception as a worker but strong self-perception
as self-employed. They show little difference from those who strongly
perceive themselves as artists.
The level of general happiness as a person is lower compared with
happiness as a performer. The average is 6.14, and if a score of 5 can
be seen as a moderate level, then level of general happiness is only
slightly higher than moderate. If we view the results by job category,
performers exhibit the lowest level of general happiness as a person,
while planning/production employees exhibit the highest. If their
self-perception as an artist is strong, their general happiness as a
person tends to be low, and their happiness as a person also tends to
be low if they do not see themselves as workers or as self employed.
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Then What Do We Need?
The results of the Status Survey, which probed the self-perceptions
of participants in the performing arts sector, revealed that they define
themselves not only as artists but also sometimes as workers and/or
as self-employed. It is clear that the self-identities of artist, worker,
and self-employed are not mutually exclusive. Many see themselves as
artists, as workers, and as self-employed at the same time.
And they also appear to be happy as performers. At the same time,
they also harbor deep concerns and thoughts about their line of work.
But the level of general happiness they feel as a person is lower than
their happiness as a performer.
Given these characteristics, it is clear that it would be quite
challenging to develop policies that target this particular group of
people. If labor market policies mainly target “workers,” they would
be ineffective or even counterproductive for those who see
themselves as self-employed and reject the self-perception as worker.
The same applies for those who see themselves strictly as artists. But
applying policies in a selective manner based on such perception
differences would not be easy, either. Differences in perception do
not necessarily make it easy to separate policy target groups. Even if
separation is successfully accomplished, such selective targeting may
ultimately worsen the interests between colleagues. If indeed that is
the case, the end result may be, in a worst-case scenario, completely
different from what was originally intended.
Does this mean that the best action is no action, because the policy
impact may be offset or nonexistent anyway? But the low income and
entailing unstable lifestyle will, if it has not already done so, lead to
defection by talented and passionate people from the performing arts
sector, just as in any other. The labor market in this sector has
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changed so much that it is no longer feasible to justify the
compensating differences only with the pride of being an “artist.”
Thus there are concerns that any support programs that generate such
a vicious cycle will impede the development of the sector.
Recent labor market policies transcend the boundary of workers
protected under labor laws. In other words, these policies and their
benefits are extended even to those who may or may not be
workers—microenterprise owners or independent contractors. Such
policy attempts should also be made in the performing arts sector.
The policy approach for the employed who are not workers may be
quite suitable and practically beneficial for the members of this sector
who see themselves as workers but who do not reject the “selfemployed” self-perception.
In closing, let us consider this statement by a professor of film and
theater:
“In the past Korean sportsmen and artists have done important work. But it
kind of stopped somewhere along the line, and they no longer get that kind of
respect. They have to get respect from society. It’s that important.”
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The Workers’ Medical and Vocational
Rehabilitation System
of Social Insurance in Korea
Jo-Duk Yoon

INTRODUCTION
National Competitiveness Enhancement and a
Healthy Skilled Labor Force
As a result of Korea’s low birthrate and rapidly aging population,
the country’s total population is expected to decrease by the year 2020,
and its working-age population (those 15–64 years of age) is expected
to decrease by 2017 (see Table 4-1). The growth rate of the workingage population is expected to drop drastically beginning in 2009 to a
meager 0.27% in 2018 (see Figure 4-1). The population growth for
the 15–64 age group will decrease even more rapidly; as a result,
absolute population will decrease by around 2017 (Keum, 2008, p. 12).
Such a decrease in the work-aging population will reduce corporate
productivity and national competitiveness. Therefore, it is important
to prevent diseases or industrial accidents in order to maintain and
preserve a healthy labor force and to increase national competitiveness.

This paper was presented at the international seminar “Systematization of the Social
Insurance Functions: Focusing on the Workers’ Medical and Vocational Rehabilitation,” coorganized by the Korea Labor Institute, Korea Workers’ Compensation and Welfare
Service, and Workers Accident Medical Corporation on October 24, 2008, in Seoul, Korea.
Senior Research Fellow, Korea Labor Institute.
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National Competitiveness Enhancement and
Social Insurance Function Formulation
In this era of globalization and unlimited competition, one of the
keys to increasing the national competitiveness of Korea, which
began the modernization process later than western industrial
countries, is a healthy high-quality labor force (see Figure 4-2). If Korea
is to have such a labor force, it must take measures simultaneously in
the workplace, at home, and in society in order to maintain and
preserve a healthy workforce as well as to cultivate a skilled workforce
and to continuously improve quality. In other words, it is necessary to
formulate social insurance functions in order to maintain and preserve
a healthy labor force by preventing industrial accidents and
occupational diseases, and by caring for workers’ lifetime health in
preparation for an aging society, low birth rates, and so forth.
Table 4-1. Population by Age and Proportion
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Figure 4-1. Increase/decrease in the growth rate of the working-age population. --= growth rate of population aged 15 or older;  = growth rate of
population aged 15 to 64 years. From Keum (2008), p. 12, Figure 7,
based on raw data from Korea National Statistical Office, Future
Population Estimation Results, November 2006.

Figure 4-2. Workforce conditions for national competitiveness increase.
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ADOPTION AND DEVELOPMENT OF THE KOREAN
SOCIAL INSURANCE SYSTEM
Development of the Social Insurance and Social Welfare Systems
Enactments of relevant laws to introduce public assistance and a
welfare system as well as social insurance, a pillar of social policy, are
listed chronologically in Table 4-2.
In 1963 the Social Security Act was enacted, based on which the
Industrial Accident Compensation Insurance Act was the first among
social insurance programs to be introduced. Although the National
Medical Insurance Act was enacted in 1963, not until 1976 did
workers qualify for the insurance. Furthermore, although the National
Pension Act was enacted in 1973, workplaces began to be covered
only in 1988. The Employment Insurance Act was enacted in 1993
and has been in effect since 1995. The Long-Term Senior Citizen
Care Insurance Act was enacted on April 2, 2007, and has been
enforced since July 1, 2008.
To protect workers, the Labor Standards Act, which stipulates
minimum working conditions, was enacted in 1953, and a minimumwage system was implemented in 1988. The Protection of Minimum
Living Standards Act for protecting the lives of the poor was enacted
in 1961, and a plan to guarantee 100 percent minimum livelihood was
drafted in the late 1990s.
To provide welfare services for the socially weak (children,
juveniles, people with a disability, elderly people, etc.), the Child
Welfare Act (1961), the Elderly Welfare Act (1981), the Disabled
Welfare Act (1981), the Mother and Fatherless Child Welfare Act
(1981), the Child Care Act (1991), and the Framework Act on
Juveniles (1991) were enacted. In addition, the Disabled Persons
Employment Promotion Act (1990), the Disabled Persons Facilities
Increase Act (1997), the Employment Promotion and Vocational
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Rehabilitation of Disabled Persons Act (2006), and the Basic Old-age
Pension Act (2007) were enacted and enforced.
Table 4-2. Yearly Development of Social Insurance Welfare Systems in Korea
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Table 4-2. (Continued)
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Expansion of the Social Insurance System
The expansion of the industrial accident insurance, employment
insurance, health insurance, and national pension systems, the pillars
of the social insurance system, is summarized in the following
sections.
Expansion of Industrial Accident Insurance System
Trend of Coverage Extension
In 1964, when industrial accident insurance was first introduced
and enforced, it applied only to workplaces in the mining and
manufacturing industries with 500 or more full-time workers. At that
time, 64 workplaces were covered, which included 81,798 insured
workers. In 1965 the electricity and gas industries and transportation
and warehousing industries were added to the coverage, and
workplaces with 200 or more full-time workers were also included.
Later, as coverage was expanded to more industries and workplaces,
insurance began to be applied in most industries to any workplace
with one or more workers beginning on July 1, 2000. Along with this,
employers of small or medium-sized companies with fewer than 50
employees began to be allowed to voluntarily enter the insurance
program. On January 1, 2005, as voluntary entry was allowed for
transportation businesses with no workers employed, industrial
accident insurance began to be applied to self-employed individuals.
And in July 2008, special entry was granted to those engaged in
special types of employment (quasi-self-employed persons; refer to
Table 4-3). As of late 2007, 1,429,885 workplaces had industrial
accident insurance, and the number of insured workers stood at
12,528,879, accounting for 53.5% of the total number of employees
(23,433,000; employees include permanent workers, temporary
workers, day laborers, self-employed persons, employers, and unpaid
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family workers).
Excluded are businesses covered against industrial accidents by the
Public Officials Pension Act, the Veterans Pension Act, the Seafarers
Act, the Seafarers and Fishing Boat Accident Compensation Act, or
the Private School and Staff Pension Act; construction businesses run
Table 4-3. Trend of Industrial Accident Insurance Coverage Extension by Company Size and
Industry
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Table 4-3. (Continued)
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by nonconstruction companies with a total construction cost of less
than KRW 20 million; homemaker services; and businesses with
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fewer than five full-time workers in the agriculture, forestry, fishery
and hunting sectors (Article 3 of Enforcement Ordinance of
Industrial Accident Compensation Insurance Act).
Improvement of Benefits
There are eight types of insurance benefits paid by the industrial
accident insurance system to a worker affected by an industrial
accident: medical care benefits, sick leave benefits, disability benefits,
survivor benefits, funeral benefits, an injury-disease compensation
annuity, nursing benefits, and vocational rehabilitation benefits. In
addition, special benefits for disability and special benefits for
survivors are paid as compensations by an employer instead of civil
compensations when the employer is responsible for an industrial
accident.
In 1964, when the industrial accident insurance system was first
introduced, medical care benefits were paid only when more than 10
days of medical care was necessary because of an industrial accident.
The coverage was expanded in 1971 for medical care of more than 7
days. Since 1982 benefits have been paid for medical care of more
than 3 days (see Table 4-4).
In 1964, when the industrial accident insurance system was first
adopted, sick leave benefits were 60% of an average wage and were
later increased to 70% beginning in 1989.
When the disability pension was adopted in 1971, the amount
equivalent to 240 days × 1 day’s average wage (65.8% of annual
average wage) was paid to disability degree 1, and 188 days (51.5%) to
disability degree 3. Since then, benefits have increased. Beginning in
1989 overall benefits increased by 5%: benefits equivalent to 329 days
(90.1%) for disability degree 1, 257 days (70.4%) for disability degree
3, and 138 days (37.8%) for degree 7. When the disability benefits
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lump-sum payment was introduced in 1964, an amount equivalent to
1,000 days of average wage was paid to degree 1, and 50 days to
degree 10. Benefits were increased in 1971 to 1,340 days for degree 1
and 50 days for degree 14. In 1989 overall benefits were raised by
10% to 1,474 days for degree 1 and 55 days for degree 14.
When survivor benefits were first introduced in 1971, 30% of
annual income was paid to one surviving family member and 45%
was paid to four surviving family members. Since then, benefits have
increased. Since 1982, 52% of annual income has been paid to one
surviving member and 67% has been paid to four surviving family
members. The survivor benefits lump-sum payment was as much as
1,000 days of average wage in 1964 when the system was introduced.
With the continuous increase in benefits, an amount equal to as much
as 1,300 days has been paid since 1989.
The injury-disease compensation annuity was first introduced in
1983. An amount equivalent to 313 days of average wage was paid to
disability degree 1, 277 days to degree 2, and 245 days to degree 3.
Since then benefits have increased. Beginning in 1989 there has been
an overall 5% increase: 329 days to degree 1, 291 days to degree 2,
and 257 days to degree 3.
Vocational rehabilitation benefits were adopted on July 1, 2008.
Anyone who receives disability benefits and who needs vocational
training in order to be employed is paid expenses for vocational
training and receives a vocational training allowance. If a person
receiving disability benefits returns to a workplace and an employer
maintains such employment, payment is made for support of his or
her return to work, training for adaptation to work, and rehabilitation
training. Vocation rehabilitation benefits are paid for less than 1 year.
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Table 4-4. Payment Condition and Level by Industrial Accident Insurance Benefits (2007)
5ZQF
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Table 4-4. (Continued)
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Table 4-4. (Continued)
5ZQF

$POEJUJPO
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BEBQUBUJPOUSBJOJOHGFF BOE
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Note. From Korea Ministry of Labor (2008), pp. 296–303.
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Expansion of Employment Insurance
Trend of Coverage Extension
When employment insurance was first adopted and executed in
July 1995, the unemployment benefits program applied to workplaces
with 30 or more workers, and the employment stability and job-skill
development programs applied to workplaces with 70 or more
workers. Furthermore, construction work with a total construction
cost greater than KRW 4 billion was also covered. In January 1998
the unemployment benefits program was extended to workplaces
employing 10 or more workers, and the other two programs to
workplaces employing 50 or more workers. In the construction
industry, construction work with a total amount of KRW 3.4 billion
or greater was covered. Since then, workplace coverage has been
extended to workplaces with 1 or more workers for the three
programs. And in the construction industry, construction work of
KRW 20 million or greater is covered (see Table 4-5). As of late 2007,
the number of workplaces covered by employment insurance was
1,288,138, and the number of insured people stood at 9,063,301
(Korea Labor Institute [KLI], 2008, pp. 46–47).
Excluded from coverage are persons aged 65 or older; public
officials covered by the State Public Officials Act and Local Public
Officials Act; persons covered by the Pension for Private School
Teachers and Staff Act; businesses run by noncorporations with four
or fewer full-time employees in agriculture, forestry, fishery, and
hunting; construction businesses run by nonconstruction companies
at a total construction amount of less than KRW 20 million; persons
engaged in housekeeping service; workers whose working hours in 1
month are less than 60 hours (including a person working less than 15
hours a week); special post office staffpersons; and foreign workers
(Article 8 of Employment Insurance Act, Articles 2 and 3 of
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Enforcement Ordinance of the same act). In addition, those engaged
in special types of employment (quasi-self-employed persons) are also
excluded.
Employment Insurance Programs
The employment insurance program, which began in July 1995,
expanded its coverage and function as a social safety net as the
country experienced massive corporate layoffs and other effects
under IMF supervision as a result of the 1997 Asian financial crisis.
Currently, employment insurance consists of a total of 37 major
schemes: 7 job-seekers’ benefits under unemployment benefits, 2 preand postnatal leave programs including pre- and postnatal leave and
child-care leave benefits, 5 programs to support employees in job-skill
Table 4-5. Extension of Employment Insurance Coverage to Workplace
4J[FPGXPSLQMBDFDPWFSFE
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Note. In the case of construction, three programs (unemployment benefits, employment stability
program, and job skill program) apply. From Korea Ministry of Labor (2006), p. 36.
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development benefits, 3 programs to support employers, 5 programs
for employment creation in employment stability benefits, 3
employment-adjustment programs, 6 programs of employment
promotion and stability support for the elderly, and 6 other
employment-stability programs (see Table 4-6).

Expansion of Health Insurance
Trend of Coverage Extension
Public health insurance, which began on July 1, 1977, covered
workplaces with 500 or more full-time workers at first. At present it
has been developed to cover all Korean citizens and its expansion
occurred during three stages, summarized here.
Stage One (July 1, 1977–September 30, 1998): Association. During this
period, health insurance was managed by associations: 139 company
health insurance associations, 227 regional health insurance
associations, 1 national health insurance corporation, and 1 health
insurance association. Furthermore, the National Medical Insurance
Act applied to regional insurants and workers, and the Act on Medical
Insurance for Public Officials and Private School Teachers and Staff
applied to public officials.
Stage Two (October 1, 1998–June 30, 2006): Association + partial
integration. During this period, health insurance was managed in the
mixed form of association and integration by 139 regional health
insurance associations and 1 health insurance association. The
National Medical Insurance Act applied to workers, and the Medical
Insurance Act applied to regional insurants, public officials, and
school personnel.
Stage Three (July 1, 2006–present): Full integration. During this period,
health insurance of those insured by regional health insurance or
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Table 4-6. Employment Insurance Programs

6OFNQMPZNFOU
CFOFGJUT
1SFBOEQPTUOBUBM
MFBWF DIJMEDBSF
MFBWFCFOFGJUT

&NQMPZNFOU
TUBCJMJUZ
+PCTLJMM 
EFWFMPQNFOU
CFOFGJUT

1SPHSBNT
 KPCTFFLFSⲱTCFOFGJUT ⴘ USBJOJOHFYUFOTJPOCFOFGJUT ⴙ
JOEJWJEVBMFYUFOTJPOCFOFGJUT ⴚ FBSMZSFFNQMPZNFOU
BMMPXBODF ⴛ KPCTLJMMEFWFMPQNFOUBMMPXBODF ⴜ XJEFBSFB
KPCTFFLFSⲱTBDUJWJUZGFFBOE ⴝ NPWFNFOUGFF
 1SFBOEQPTUOBUBM NJTDBSSJBHFTUJMMCJSUI MFBWFCFOFGJUTBOE ⴘ
DIJMEDBSFMFBWFCFOFGJUT
+PCTLJMMEFWFMPQNFOUQSPHSBNT FNQMPZFFTVQQPSU 
ⴗ XPSLFSMFDUVSFUBLJOH ⴘ XPSLFSTDIPMBSTIJQMFOEJOHBOE
TVQQPSU ⴙ MFOEJOHGPSKPCTLJMMEFWFMPQNFOUUSBJOJOH ⴚ
TFMFDUFEKPCUSBJOJOHTVQQPSUBOE ⴛ TVQQPSUGPSKPCMFTT
QFSTPOⲱTUSBJOJOHGPSPDDVQBUJPOBMDIBOHF
+PCTLJMMEFWFMPQNFOUQSPHSBNT FNQMPZFSTVQQPSU 
ⴗ KPCTLJMMEFWFMPQNFOUUSBJOJOHTVQQPSU ⴘ QBJEMFBWFUSBJOJOH
TVQQPSU ⴙ KPCTLJMMEFWFMPQNFOUUSBJOJOHGBDJMJUJFTBOE ⴚ
FRVJQNFOUGVOEMFOEJOHBOETVQQPSU
&NQMPZNFOUTUBCJMJUZQSPHSBNT FNQMPZNFOUDSFBUJPO 
ⴗ TVQQPSUGPSTNBMMBOENFEJVNTJ[FEDPNQBOJFTⲱXPSLJOH
IPVSSFEVDUJPO ⴘ TIJGUTZTUFNDPOWFSTJPOTVQQPSU ⴙ TNBMM
BOENFEJVNTJ[FEDPNQBOZFNQMPZNFOUDPOEJUJPO
JNQSPWFNFOUTVQQPSU ⴚ TNBMMBOENFEJVNTJ[FEDPNQBOZ
QSPGFTTJPOBMXPSLGPSDFVUJMJ[BUJPOJODFOUJWFBOE ⴛ TVQQPSUGPS
TNBMMBOENFEJVNTJ[FEDPNQBOZFOUSZJOUPOFXCVTJOFTT
&NQMPZNFOUTUBCJMJUZQSPHSBNT FNQMPZNFOUBEKVTUNFOU 
ⴗ FNQMPZNFOUNBJOUFOBODFTVQQPSU ⴘ PDDVQBUJPOBMDIBOHF
TVQQPSUJODFOUJWFBOE ⴙ SFFNQMPZNFOUJODFOUJWF
&NQMPZNFOUTUBCJMJUZQSPHSBNT FNQMPZNFOUQSPNPUJPOBOE
TUBCJMJUZTVQQPSUGPSUIFFMEFSMZ FUD 
ⴗ FMEFSMZFNQMPZNFOUQSPNPUJPOJODFOUJWF ⴘ OFX
FNQMPZNFOUQSPNPUJPOJODFOUJWF ⴙ JODFOUJWFGPSFNQMPZNFOU
PGUSBJOFENJEEMFBHFEQFPQMF ⴚ JODFOUJWFGPSDIJMEDBSFMFBWF
BOESFQMBDFNFOUFNQMPZNFOUBOE ⴛ QSFTFSWBUJPOBMMPXBODF
GPSXBHFQFBLTZTUFN  ⴜ DPOUJOVPVTFNQMPZNFOUTVQQPSUBGUFS
QSFHOBODZBOEDIJMEEFMJWFSZ
&NQMPZNFOUTUBCJMJUZQSPHSBNT PUIFSTGPSFNQMPZNFOUTUBCJMJUZ 
ⴗ FNQMPZNFOUNBOBHFNFOUEJBHOPTJTTVQQPSU ⴘ TVQQPSUGPS
MPOHUFSNKPCMFTTQFSTPOⲱTCVTJOFTTTUBSU ⴙ FNQMPZNFOU
DPOEJUJPOJNQSPWFNFOUTVQQPSUGPSUIFFMEFSMZ FUD ⴚ TVQQPSU
GPSXPSLQMBDFEBZDBSFDFOUFSFTUBCMJTINFOUPQFSBUJOH
FYQFOTFTTVQQPSU ⴛ DPOTUSVDUJPOXPSLFSSFUJSFNFOUEFEVDUJPO
TVQQPSUBOE ⴜ DPOTUSVDUJPOXPSLFSFNQMPZNFOUTUBCJMJUZTVQQPSU

Note. From Korea Ministry of Labor, Employment Insurance, April 2007 (internal data).
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company insurance, public officials, and school personnel was
integrated into the National Health Insurance Corporation (NHIC)
and managed under the National Health Insurance Act.
Throughout the three stages, national health insurance coverage
continued to expand: it covered only 8.80% of all people in 1977,
increased to 24.20% in 1980, and again to 93.90% in 1990; it covers
about 97.0% of all Korean citizens at present, making most people
beneficiaries (see Table 4-7).
Table 4-7. Extension of Health Insurance Coverage
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Note. assns. = associations; CP = covered persons. From Choi (2007), p. 5, based on raw data
from NHIC, Health Insurance Statistics Yearbook, 2005.
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Trend of Coverage Extension
A coverage rate is the remaining ratio when copayment, including
Table 4-8. Extension of Health Insurance Coverage
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Note. From Choi (2007), p. 9, based on raw data from NHIC, Health Insurance Statistical
Yearbook, 2007.
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nonbenefits, is excluded from total medical expenses, and is used to
evaluate the coverage level of health insurance benefits. It is divided
into inpatient and outpatient coverage rates as follows.
For inpatients, the nominal coverage rate stood at 79.7% in 1995,
78.4% in 2000, and 80.4% in 2005, maintaining an 80% level. In
comparison, the real coverage rate was 54.2% in 1995, 61.0% in 2000,
and 57.5% in 2005, indicating a slight convergence with the nominal
coverage rate. For outpatients, the nominal coverage rate increased
from 54.0% in 1995 to 56.4% in 2000, and to 59.4% in 2005, and the
real coverage rate recorded was 38.0% in 1995, 30.4% in 2000, and
58.4% in 2005, showing a huge increase for the last several years
(Choi, 2007, pp. 7–9). Coverage extension of health insurance
benefits is summarized in Table 4-8.
Expansion of National Pension
Trend of Coverage Extension
Under the National Pension Act, persons 18 years or older and less
than 60 years old are subject to the national pension. However,
excluded are public officials, soldiers, and school personnel at private
schools, who are affected by the Public Officials Pension Act, the
Veterans’ Pension Act, and the Pension for Private School Teachers
and Staff Act, respectively (Article 6 of the National Pension Act). In
addition, employers and workers 18 years or older and less than 60
years old at a workplace with one or more workers are guaranteed
workplace insurance (Article 8 of the same act), and persons 18 or
older and less than 60 years old who are not insured in the workplace
are guaranteed regional insurance (Article 10 of the same act).
When it began to cover workplaces in 1988, the national pension
covered 4,431,039 workers at 58,583 workplaces in its first year. In
1995 its coverage was expanded to the agricultural and fishing sectors,
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and a total of 7,496,623 people, including 1,890,187 in those sectors,
were insured. In late 1999, when its coverage was expanded to cities, a
total of 16,261,889, including 8,739,152 people in cities, were insured.
As of 2006 a total of 17,739,939 were insured (see Table 4-9).
Table 4-9. Number of National Pension Insurants by Year
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Note. From National Pension Research Institute of NPS (2007), p. 80.

Status of National Pension Benefits Beneficiaries
National pension benefits include the following types: old-age
annuities, disability annuities, survivor’s annuities, and lump-sum
refunds. The number of pension beneficiaries increased from 35,620
in late 1993 to 955,667 at the end of 2002, and to 1,973,767 in late
2006 (see Table 4-10).
The starting age for receiving annuities will be adjusted from the
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current 60 years of age to 61 in 2013, 62 in 2018, 63 in 2023, 64 in
2028, and 65 in 2033.
Table 4-10. Annuity Benefits Payment by Year and Type
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THE MEDICAL AND VOCATIONAL REHABILITATION
SYSTEM IN KOREA SOCIAL INSURANCE
Under Korean social security laws, including social insurance, no
basic or consolidated law on medical and vocational rehabilitation has
yet been enacted. It is stipulated only in individual law.
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The Medical and Vocational Rehabilitation System Under the
Industrial Accident Compensation Insurance Act
Deaths and Disabilities Caused by Industrial Accidents
In 1983, one year after the Industrial Safety and Health Act came
into effect (July 1982), approximately 3.94 million people were
covered by the Industrial Accident Compensation Insurance Act. Of
these, 1,452 died from workplace-related accidents, and the industrial
accident rate per 1,000 workers was 0.37. Ten years later, in 1993,
about 6.94 million workers were covered, of which 2,210 died from
industrial accidents; the industrial accident rate per 1,000 workers was
0.32. And in 2007, more than 10 years later, the number of workers
covered by industrial accident insurance increased to about 12.52
million; 2,406 deaths resulted from industrial accidents, and the
industrial accident rate per 1,000 workers was 0.19. Over the past 20
years (1983–2007), the rate peaked in 1994 (0.36), then decreased, and
then increased again after 2002 (0.25). It is recently trending
downward.
The absolute number of deaths was reduced during the foreign
currency crisis (1998–1999), when Korea was under the supervision
of the IMF, but has been moving upward since 2000 (see Table 4-11).
For 44 years from 1964 to 2007, when statistical data on deaths from
industrial accidents were available, the total number of deaths from
industrial accidents was 72,476. And during the same period, when
the Industrial Accident Compensation Act was enforced, until 2007,
the number of injured workers from industrial accidents was
3,855,647. The industrial accident rate per 1,000 workers from
industrial accidents in Korea is more than 10 times that for Germany
(0.21 for Korea; 0.02 for Germany in 2006).
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Table 4-11. Comparison of Number of Insured Workers, Deaths, Disabled Persons, Rates per
1,000 Persons (Korea vs. Germany)
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Table 4-11. (Continued)
# of workers
covered by
industrial
Deaths from
Persons with
Death rate per
disability from
accident
industrial
1,000 workers
insurance
accidents
industrial
accidents
(unit: 1,000
persons)
GerGer++
many**
Ger+ many
Korea
Korea Germany Korea
Korea
(Vollarbe
many
(Vollar
iter)
beiter)
1990 7,542 25,559 2,236 1,086 0.30 0.04 27,813 30,142
1991 7,922 29,937 2,299 1,062 0.29 0.04 29,854 30,612
1992* 7,058 29,966 2,429 1,310 0.34 0.04 33,569 32,932
1993 6,942 29,688 2,210 1,414 0.32 0.05 29,932 35,553
1994 7,273 29,712 2,678 1,250 0.36 0.04 29,907 34,659
1995 7,893 30,323 2,662 1,196 0.34 0.04 29,803 34,464
1996 8,156 31,277 2,670 1,120 0.33 0.04 27,394 33,966
1997 8,236 30,871 2,742 1,004 0.33 0.04 28,854 28,135
1998 7,582 30,434 2,212 948 0.29 0.03 24,759 25,549
1999 7,441 30,616 2,291 977 0.31 0.03 19,591 24,338
2000 9,485 30,843 2.528 825 0.27 0.03 19,784 22,678
2001 10,581 30,733 2,748 811 0.26 0.03 25,360 21,354
2002 10,571 30,004 2,605 773 0.25 0.03 26,354 20,603
2003 10,599 29,662 2,923 735 0.28 0.02 30,356 19,646
2004 10,473 30,208 2,825 645 0.27 0.02 33,899 18,138
2005 11,059 29,445 2,493 589 0.23 0.02 36,973 17,414
2006 11,689 30,202 2,453 642 0.21 0.02 38,597 16,874
0.19
2,406
2007 12,528

Disability rate
per 1,000
workers

Average
industrial
accident
insurance
premium
rate (%)

Korea

GerGerKorea
many
many

3.69
3.77
4.76
4.31
4.11
3.77
3.36
3.50
3.27
2.63
2.08
2.39
2.49
2.86
3.24
3.34
3.30
-

1.18
1.02
1.10
1.20
1.17
1.13
1.08
0.91
0.84
0.80
0.74
0.69
0.69
0.66
0.60
0.59
0.56
-

1.64
1.64
1.94
2.21
1.94
1.50
1.52
1.68
1.55
1.65
1.76
1.67
1.49
1.36
1.48
1.62
1.76
1.95

1.36
1.39
1.43
1.44
1.45
1.46
1.42
1.40
1.36
1.33
1.31
1.31
1.33
1.35
1.33
1.31
1.32
-

Note. ** In statistics on Germany, only West Germany is included until 1991, and from 1992, statistics
on both East and West Germany are included.
** The number of workers (Vollarbeiter) in the industrial accident statistics of Germany
does reflect the actual number of workers but is the number for industrial accident
statistics. The number is derived by dividing the total working hours of employees across
all industries by the annual average working hours of a full-time employee. The annual
average working hours of a full-time employee in 2006 was 1,580 hours in Germany and
2,294 hours in Korea. The number of deaths from industrial accidents in Germany
excludes deaths in commutation and deaths from occupational disease. And the number
of persons with disabilities from industrial accident excludes disabilities in commutation
and disabilities from occupational disease.
++ corresponds to disability degree 1–14 in Korea under industrial accident statistics.
++ corresponds to a person who loses more than 20% of workforce in German industrial
accident insurance. Death rate per 1,000 workers = number of deaths ÷ number of
workers covered by industrial accident insurance × 1,000. Disability rate per 1,000
workers = number of persons with disabilities from industrial accidents ÷ number of
those covered by industrial accident insurance × 1,000. Data from Korea Ministry of
Labor, Industrial Accident Analysis, every year; HVBG, Geschäfts- und Rechnungergebnisse der gewerblichen Berufsgenossenschaften, every year.
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With harsher competition comes more stressful work environments and, as a result, an increase in the number of deaths from
cerebrovascular and cardiovascular diseases. According to an annual
report from the Korea Ministry of Labor, the number of deaths from
these diseases increased from 545 in 2000 to 820 in 2003; and the
number of deaths from stress, overwork, and liver disease also
increased, from 62 in 2000 to 88 in 2003 (see Table 4-12). In 2003
deaths from these diseases accounted for 27.4% (or 820) of total
deaths from industrial accidents (2,923). Job-related deaths peaked in
Table 4-12. Trend of Work-related Accident Deaths and Disease Deaths (2000–2006)
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Note. Work-related deaths = deaths at workplace + deaths during commutation. Occupational deaths
include pneumoconiosis, metal and heavy metal poisoning, organic solvent poisoning, certain
chemical poisoning. Job-related disease = disease as a result of compound work factors and
nonwork factors such as personal disease (cardiovascular and cerebrovascular disease,
physically strained work, back pain, overwork, stress, liver disease, etc.). From Korea
Ministry of Labor, Industrial Accident Analysis (2000–2006).
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2003 (908), and then decreased (597) in 2006.
During the period 2000–2006, deaths from occupational diseases
increased by an annual average of 6.6% from 394 in 2000 to 524 in
2006 (Table 4-12). Most deaths from industrial accidents were the
result of pneumoconiosis, accounting for 93.1% (488 persons) of all
deaths (524 persons) from occupational disease in 2006.

Increase of Work-related Disease
The work-related disease rate per 1,000 workers increased 117.58%
during the period 2001–2007, from 0.421 in 2001 to 0.916 in 2007.
The proportion of work-related diseases resulting from industrial
accidents also increased during the same period. Of all victims
(81,434) of industrial accidents in 2001, 5.47% (4,456) suffered from
work-related diseases; this number increased 7.26 percentage points
during the period 2001–2007 to reach 12.73% (11,472) of all
industrial accident victims (90,147) in 2007 (see Table 13).
Table 4-13. Trend of Work-related Disease Occurrence in Industrial Accident Insurance (2001–2007)
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Note. From Korea Ministry of Labor, Industrial Accident Analysis (2001–2007).
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Disabilities from Industrial Accidents
For the 43-year period from 1964, when the Industrial Accident
Compensation Act took effect, to 2006, the total number of
disabilities from industrial accidents was 830,834.1 If a disability that
results from an industrial accident remains uncured after treatment,
the affected individual is officially regarded as a person with a
disability from an industrial accident. The number of such persons
has increased every year, from 19,591 in 1999 to 38,579 in 2006. The
number of people with a disability from industrial accidents was at its
lowest (rate per 1,000 workers: 2.08) in 2000 and continued to
increase, reaching an industrial accident rate per 1,000 workers of 3.30
in 2006 (see Table 4-11). In 2006 the rate of disabilities from
industrial accidents per 1,000 workers in Korea (3.30) was 5.9 times
larger than that (0.56) of Germany.
As seen above, while Germany has seen a gradual decrease in the
occurrence of disabilities from industrial accidents and in its industrial
accident rate per 1,000 workers, Korea has seen an increase both in
the absolute number of occurrences of industrial accident disabilities
and in the industrial accident rate per 1,000 workers.
Average Labor Force Loss of Industrial Accident Victims
The number of those judged to be industrial accident victims
increased every year during the study period. For example, the figure
rose 52.2% (or 13,237 persons) during the period 2001–2006, from
25,360 in 2001 to 38,597 in 2006. In addition, the average labor force
loss of those judged to be industrial accident victims increased 3.6
percentage points for 10 years, from 24.2% in 1996 to 27.8% in 2006
1

Out of 830,834, that is, the total number of industrial accident disabilities, some returned to
work or changed jobs because their disability was not serious but later had another
industrial accident and were again assigned a disability degree. However, statistics about
such cases cannot be found.
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(see Table 4-14). The increase of average labor force loss means not
only a reduction in productive activities but also a decrease in quality
of life.
Table 4-14. New Industrial Accident Disabilities and Average Labor Force Loss by Year (1996–2006)
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Note. Although there is no stipulated provision in law about workforce loss levels per disability
degree, the customary criteria used in the practice of industrial insurance are as follows:
Disability degrees 1–3: 100% loss of workforce; disability degree 4: 92% loss of workforce;
disability degree 5: 79% loss of workforce; disability degree 6: 67% loss of workforce; disability
degree 7: 56% loss of workforce; disability degree 8: 45% loss of workforce; disability degree
9: 35% loss of workforce; disability degree 10: 27% loss of workforce; disability degree 11:
20% loss of workforce; disability degree 12: 14% loss of workforce; disability degree 13: 9%
loss of workforce; disability degree 14: 5% loss of workforce. From Korea Workers’
Compensation & Welfare Service, Industrial Accident Compensation Department.
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The increase of average labor force loss hinders efficient industrial
accident prevention, thus increasing the occurrence of serious
accidents. In addition, the increase in disabilities after treatment of
injury or disease from industrial accidents means that quick transfer
of a worker to a hospital and speedy and specific treatment after an
accident are not done in a timely manner.
Trend of Premium Rate in Industrial Accident Insurance
In 1964, when industrial accident insurance began in Korea, the
average premium rate was 2.3% of the total wage of a worker at a
workplace. From the late 1960s to the late 1970s, the rate gradually
decreased. It then increased slightly beginning in 1981, peaking in
1993 (2.21%), and decreasing over the next 2 years. The rate increased
again in 1996, peaked at 1.76% in 2000, and started moving
downward. Reaching its lowest point (1.36%) in 2003, the rate turned
upward (1.95%) again in 2007 (see Table 4-11). An increase in
premium rates for industrial accident insurance leads to an increase in
the burden of premiums fully paid by employers and ultimately
undermines national and corporate competitiveness.
Comparison of Loss from Industrial Accidents
When a workplace labor dispute stops production, thereby
becoming a major social issue, it has been for many years the
government’s practice to prepare immediate and multifaceted
measures. However, unless they are serious, workplace industrial
accidents draw no attention whatsoever from society.
In 2005, 81 times as many lost workdays (69,188,000 days) resulted
from industrial accidents as from labor disputes, and the resultant
economic losses were also great (loss from industrial accidents in
2005: KRW 15 trillion, 128.8 billion; loss from labor disputes in 2005:
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KRW 1 trillion, 289.8 billion [production losses] + USD 829 million
[export losses]; KLI, 2006 KLI Labor Statistics, pp. 123, 167).
When lost workdays from industrial accidents per 1,000 employees
were compared with those of other countries, Korea (3,374 days) had
4 times the number of Taiwan (850 days), 46 times that of Singapore
(72 days), and 2.6 times that of France (1,285 days) in 1996 (KLI,
2002 Overseas Labor Statistics, p. 98). Such huge losses and lost
workdays from industrial accidents not only weaken corporate
competitiveness but also undermine national competitiveness.
Possible Link Between Industrial Accidents and Other Risks
When the head of a family dies from an industrial accident, or
when an individual is forced to live with a serious disability from an
industrial accident even after treatment, or when an individual must
be treated for a long period of time (several years) because of an
industrial accident, problems such as child rearing and education, care
of the disabled person, and the family’s livelihood are raised
depending on individual circumstances, and a vicious cycle of poverty
and unemployment may begin. In the worst cases, the situation results
in a suicide or family disintegration. According to research by Lee et
al. (2001), 53.6% of those at home with disability degree from 1–3 as
a result of an industrial accident reported that they could not perform
daily life activities by themselves. In addition, in terms of the burden
of living expenses, 20.3% lived on industrial accident insurance. And
when living expenses were insufficient, the burden was assumed by
either a child (16.6%), a spouse (8.2%), a parent (6.4%), or no one
(19.5%; Lee et al., pp. 120, 123).
Research on the overall status of cases in which an industrial
accident brings about a vicious cycle of family disintegration, poverty
and joblessness, or a suicide has not been undertaken.
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Figure 4-3. Possible link between industrial accidents and other risks.

Impact of Overtime on Industrial Accidents
According to Nachreiner, Akkermann,·and Haenecke (2000), for
the 8 hours from arrival at a workplace to the end of the workday, the
level of relative risk of death from industrial accidents is similar for
each hour. However, the relative risk rate is doubled from the ninth
hour and increases exponentially from the twelfth hour (see Figure 4).
This means that when the length of a workday exceeds 8 hours
(overtime), the risk rate of industrial accidents also increases. Excessive
overtime increases the risk rate of industrial accidents and shortens

Figure 4-4. Industrial accident risk level with time passage. Exposed 95 = total input
workforce % by hour calculated with socioeconomic panel data; % acc =
ratio % of the number of deaths from industrial accidents by hour; RR
= relative risk of death from industrial accident by hour. From
Nachreiner, Akkermann, and Haenecke (2000), p. 22.
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workers’ leisure hours, thus negatively affecting quality of life. As a
result, it is difficult to expect workers to work creatively and
productively under these circumstances.
Overtime increases the death rate from industrial accidents. As
seen in Table 4-15, on average, 2,366 working hours are lost in Korea
each year, and the death rate per 10,000 workers from industrial
accidents is 1.45, 4.6 times higher than for Japan (1,789 hours and 0.31),
20.7 times higher than for the United Kingdom (1,669 hours and
0.07), and 3.1 times higher than for Germany (1,443 hours and 0.47).
Table 4-15. Annual Loss of Working Hours and Deaths Rate per 10,000 Workers by Country
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Note. Death rate per 10,000 workers = number of deaths from industrial accidents ÷ number of
workers × 10,000. Statistical data on Korea are data as of 2005. In other countries (Japan,
Germany, US, UK), annual loss of working hours is the data as of 2004, and the death rate
per 10,000 workers is 2003 data. From Presidential Commission on Policy Planning (2006a),
p. 40, based on raw data from OECD, Employment Outlook (2005).

Table 4-16. Trend of Annual Working Hours by Industry
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Medical and Vocational Rehabilitation Under the Industrial Accident
Compensation Insurance Act
Article 40 of the Industrial Accident Compensation Insurance Act
stipulates that if a worker is hurt or contracts a disease because of
work, he or she will receive medical care benefits, which cover the
following: 1 examination and checkup; 2 provision of medical agent,
diagnostic materials, artificial limbs and other aids; 3 treatment,
surgery, and other medical cure; 4 rehabilitation treatment; 5
hospitalization; 6 nursing and care; 7 transfer; and 8 others defined
under the ordinance of the Korea Ministry of Labor. Rehabilitation
treatment was newly included in the revision of the Industrial
Accident Compensation Insurance Act in 2007 and went into effect
on July 1, 2008.
Vocational rehabilitation benefits were also newly included in 2007
when the act was revised and went into effect on July 1, 2008. As a
result, Vocational Rehabilitation Benefits (Article 72), a Job Training
Fee (Article 73), a Job Training Allowance (Article 74), a Return-towork Support (Article 75), and other benefits were included.
The Medical and Vocational Rehabilitation System Under the
National Health Insurance Act
There is no provision relevant to vocational rehabilitation in the
National Health Insurance Act.
Status of Death and Disease
The total number of deaths during 2006 was 243,934, and by cause,
cancer (malignant neoplasm) takes the biggest portion, at 27.0%
(65,909 people), followed by cerebrovascular disease (12.3%), heart
disease (8.3%), diabetes (4.8%), suicide (4.4%), traffic accidents
(3.2%), liver disease (3.1%), chronic lower respiratory tract disease
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(2.9%), hypertensive disease (1.9%), and pneumonia (1.9%; Korea
National Statistical Office [2007], p. 13). Cancer, cerebrovascular
disease, and heart disease account for 47.6% of all deaths.
The biggest cause of death is cancer, but it is the summation of
different forms of the disease (e.g., lung cancer, stomach cancer, liver
cancer, etc.). As a single disease, cerebrovascular disease ranks first as
a cause of death. Subcategories of cardiovascular and cerebrovascular
disease are essential (primary) hypertension, non-insulin-dependent
diabetes mellitus, hypertensive heart disease, cerebral infarction,
insulin-dependent diabetes mellitus, and chronic ischemic heart
disease.
Impact of Health Insurance on the Working-age Population (Workers)
Kim, Mun, and Lee (2007) found that the health insurance system
contributes to economic growth: “Health improvement has a positive
impact on economic growth, which in turn improves health level. As
human capital with improved health also increases physical and
mental capabilities, it comes to have better productivity. With better
productivity through health improvement, human capital has better
access to education and training. As a result, a labor force high in
quality and ample in quantity is supplied as a production factor,
playing an important role in economic growth. Economic growth
increases personal and national income, which then leads to
increasing demand and consumption for medical service at the
personal level and more investment into the medical service delivery
system at the national level. This again is linked to health
improvement of human capital” (pp. 32–33).
According to Kim et al. (2007), since 1977, when the company
health insurance system was first applied to a workplace with 500 or
more employees, the system has helped to increase corporate
productivity. From 1990, roughly 10 years after the introduction of
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the health insurance system, the average number of deaths per
100,000 working-age persons (15 to 64 years old) decreased, yielding a
remarkable difference in the number of deaths in all age ranges (Kim
et al., 2007, pp. 35–36).
Kim et al. (2007) also reported that the average number of sick
days, a factor that directly affects quality and quantity of labor, that is,
number of working days and labor productivity, drastically declined
between 1986 and 1989 (p. 37).
The Medical Rehabilitation System Under the National Health Insurance Act
Medical care benefits under the National Health Insurance Act
(Article 39) cover the following: 1 examination and checkup; 2
provision of medical agent and treatment materials; 3 treatment,
surgery, and other medical cure; 4 prevention and rehabilitation; 5
hospitalization; 6 nursing; and 7 transfer.
According to Article 47 (Medical Checkup) of the National Health
Insurance Act, NHIC provides medical checkups for disease
detection of an insured and a dependent at the early stages and pays
medical care benefits accordingly. The insured at a company receive
general medical checkups every 2 years, and those insured at a
company but not engaged in an office job receive checkups once a
year (Article 26 of Enforcement Ordinance of the act).
The Medical and Vocational Rehabilitation System Under the
National Pension Act
There is no provision relevant to medical and vocational
rehabilitation in the National Pension Act.
Number and Prospect of Beneficiaries of Early Old-age Pension
As of late 2006, the total number of beneficiaries of early old-age
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pension was 101,166. This number is expected to increase 246.9% (by
249,756 persons) during the period 2006–2012, to 350,922 in 2012
(Park, Shin, Park, & Han, 2007, pp. 67, 71). As of late 2006, the
percentages of beneficiaries (101,166 persons) of early old-age
pension were 3.9% (3,934 persons) for those 55 years old, 7.2%
(7,308 persons) for those 56 years old, and 9.2% (9,278 persons) for
those 57 years old, 11.0% (11,177 persons) for those 58 years old,
11.9% (12,074 persons) for those 59 years old, 90% (9,119 persons)
for those 60 years old, and so forth (National Pension Service, 2007,
p. 268).
Table 4-17. Payment and Prospect of Early Old-age Pension
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Note. New beneficiaries are calculated on a yearly basis and total beneficiaries are based on yearend. Total benefits are a yearly summation, and monthly average wage is the monthly average
wage of all beneficiaries. Until 2006, payment data are actual, and from 2007 on, they are
estimated. From Park et al. (2007), pp. 67, 71.
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Those who qualify as beneficiaries of early old-age pension are 55
or older and less than 60 years old and have no economic activities
for income. It is thought that some have stopped economic activities
as a result of disease.
Number and Prospect of Beneficiaries of Disability Annuity
In late 2006, the total number of beneficiaries of disability annuity
was 61,762, a figure expected to increase 61.4% (37,925 persons) for
6 years (2006–2012) to 99,687 in 2012 (Park et al., 2007, pp. 86, 89).
As of late 2006, the percentages of disability-annuity beneficiaries
(61,762 persons) were 0.2% (95 persons) for those 20–24 years old,
1.2% (734 persons) for those 25–29 years old, 4.0% (2,481 persons)
for those 30–34 years old, 7.7% (4,748 persons) for those 35–39 years
old, 11.0% (6,822 persons) for those 40–44 years old, 16.3% (10,069
persons) for those 45–49 years old, 17.1% (10,960 persons) for those
Table 4-18. Beneficiary and Prospect of Disability Pension
 6OJUDBTF ,38NJMMJPO ,38 
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Note. New beneficiaries are calculated on a yearly basis, and total beneficiaries are based on yearend. Total benefits are a yearly summation, and monthly average wage is the monthly average
wage of all beneficiaries. Until 2006, payment data are actual, and from 2007 on, they are
estimated. From Park et al. (2007), pp. 86, 89.
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50–54 years old, 20.0% (12,369 persons) for those 55–59 years old,
14.4% (8,894 persons) for those 60–64 years old, 5.8% (3,572
persons) for those 65–69 years old, and 1.6% (1,018 persons) for
those 70 years or older (NPS, 2006 National Pension Statistics
Yearbook, p. 286).
It is thought that accidents and disease are the cause of disability of
those beneficiaries.
DIRECTION OF MEDICAL AND VOCATIONAL REHABILITATION FUNCTION FORMULATION IN SOCIAL INSURANCE
Link Between Health Insurance and Industrial Accident
Insurance for Worker Disease Prevention
It is suggested that the law should stipulate cooperation between
health insurance and industrial accident insurance for the following
situations.
First, if health insurance finds an abnormal condition during a
general medical checkup of a worker, it should notify industrial
accident insurance, which should then cooperate with health
insurance to prepare measures to improve the worker’s health.
Second, health insurance should cooperate with industrial accident
insurance to develop and implement health improvement programs for
workers at workplaces, a measure that would be effective in
preventing work-related accidents and disease.
Introduction of Medical and Vocation
Rehabilitation Functions to National Pension
It is suggested that the following be stated in the National Pension
Act.
First, intensive medical rehabilitation measures should be prepared
for a worker with an abnormal medical condition after a certain
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period of time (e.g., 15 years) of being insured by the national pension.
This will have the effect of preventing early retirement because of
disease.
Second, for an individual who loses a job or becomes a disability
pension beneficiary after a certain period of time (e.g., 15 years) of
being insured by the national pension, measures should be prepared
for that individual to return to work through intensive vocational
rehabilitation. This would help prevent early retirement due to
unemployment.
According to Kim et al. (2008), if disability benefits no longer need
to be paid thanks to a return to work through rehabilitation, disability
benefit payments would be reduced by approximately KRW 47.8
billion in 2010, KRW 95.6 billion in 2015, and KRW 316.5 billion in
2030 (see Table 4-19). In addition, they estimated that a low-income
replacement rate of disability benefits can be complemented 18–30%
through income-generating labor support (pp. 223–225).
Table 4-19. Estimated Disability Pension Payment Reduction Through Rehabilitation
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Note. a and b are based on internal NPS data (2007). In the cases of 2015 and 2020, averages from
other years are used for calculation. U.S. SSDI beneficiary return-to-work rate (11%) is
applied. From Kim et al. (2008), p. 224.
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Statement of an Employer’s Duty to Prepare Rehabilitation
Measures for a Worker in Law Related to Social Insurance
It is suggested that the following be stated in law related to social
insurance: for a worker whose disease lasts for more than a certain
period of time (e.g., 6 weeks), his or her employer should provide
measures to improve the health of the worker, and the employer
should not dismiss the worker because of the disease without
providing proper measures. This will have the effect of encouraging
employers to pay more attention to improving the health and
employability of workers.
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Temp-to-Perm Transition?: Recent
Legislation on Fixed-Term
Employment and Firm’s Choice
Hyunji Kwon

Introduction
The Act on the Protection, etc. of Fixed-Term and Part-Time
Employees (hereinafter referred to as “the Act”) has become lost,
even though only a year and a half has passed since it saw the light.
Although pressure to revise the Act has become particularly intense
since the Korean economy’s recent downturn, dissent based on its
purport was considerable from the beginning.
In the early stage of the Act’s implementation, which followed 4
years of vigorous discussion and controversy, neither labor nor
management hid their respective dissatisfactions. Aside from its
incompleteness, an inevitable consequence of political compromise,
its objective of “flexicurity” inherently promised objections from
both parties.
Even before the Act went into effect, en masse contract
This paper is an English version of the article published in Adjudication and Mediation (summer,
2008), most of which, at the request of the National Labor Relations Commission editing
team, has been based on “After the Nonstandard Workers Protection Act: the Choice by
Labor and Management” (Kwon, 2007) published in Labor Review (of the Korea Labor
Institute) in 2007. Thus, all of the cases discussed in this paper were as of the end of
October, and the changes (if any) in the subsequent months have not been accounted for.
Lecturer, Department of Management, King's College London, U.K. Dr. Kwon was a
former Research Fellow of the Korea Labor Institute (Jan. 1, 2007-Dec. 31, 2008).
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termination occurred at one of the largest Korean retailers, prompting
fierce labor-management standoffs at its affiliates that led to
prolonged disputes. Some, claiming these incidents were an
unavoidable result of the Act, called for its abolishment or at least a
major revision. Others argued that the Act would significantly
suppress hiring. However, some benefits of the Act were also visible
and merited attention. Many customer service industries—particularly
the financial sector, in which fixed-term employment has become the
norm for frontline service jobs since the economic crisis in 1997—
have witnessed a significant degree of temp-to-perm transition in
various forms. Although, as some criticized, temp-to-perm
arrangements were often dissatisfactory because discriminatory HRM
packages were imposed on transferred (newly termed “quasi-regular”)
employees, the Act has promised better working conditions, including
job security, for qualified irregular workers. The trend toward tempto-perm transition stimulated by the Act also marks the beginning of
the labor market correction of the unfair use of a nonstandard
workforce to take advantage of regulatory loopholes.
These mixed outcomes also demonstrate the impact of industrial
relations on the labor market. The new Act left some space for each
organization to decide for itself how to use nonstandard workers.
Successful negotiation between labor and management was key in
most cases where major temp-to-perm transition occurred. Each case
shows that the union’s consistent leadership and bargaining skills as
well as elastic strategies based on mutual trust on the part of both
labor and management may determine the Act’s ultimate success.
This paper assesses the influence of the new regulation of fixedterm work arrangements on firm decisions to implement a temp-toperm transition and on labor market outcomes. It also examines key
factors and challenges that firms face in choosing among different
options.
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I chose the case study as a vehicle to conduct this study. I selected
sites for visit based on whether a firm had decided on a significant
level of temp-to-perm transition as of the middle of July 2007.
Companies were identified through a variety of channels such as
media reports and the Korea Ministry of Labor’s (MOL) list created
by the local offices. A dozen companies were selected for site visits,
taking into account sectoral composition and accessibility. The
number of cases that made temp-to-term decisions as of July 2007
were still quite limited because the law allows firms 2 years in which
to carry out the transition; in addition, most firms wanted to see what
other firms would do before taking steps themselves.
The cases include six financial institutions (including both
commercial and investment banks), two retailers, and four other
service companies (per agreement with the respondents, company
names are not revealed). Most of the analysis was done with the
financial institutions, and the other firms were used for reference
purposes, for several reasons. Most financial institutions employed a
larger group of fixed-term workers, and had constantly renewed
employment contracts with their fixed-term service workers, who had
been building up their service and sales skills for many years. Thus
these firms have many reasons to conduct a serious cost-benefit
analysis of the use of nonstandard workers.
I interviewed human resource (HR) managers who were in charge
of staffing, but in cases where such interviews did not come to pass, I
substituted interviews with union managers. In more than half the
cases, in any event, I conducted separate interviews with both labor
and management, each of which took 2 hours on average.
Before discussing the actual cases, this paper, with the help of the
recently released results of the Supplementary on Nonstandard
Workers, Economically Active Population Survey in March 2008,
conducted by the National Statistical Office, will first look at the
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general changes perceived to have been brought about by the Act.
Then the details of the cases will be discussed within the context of
change.

Changes in the Use of Nonstandard Workers
According to the Supplementary Survey to the Economically
Active Population Survey released by the National Statistical Office of
Korea in March 2008, nonstandard workers numbered 5.638 million,
a decrease of 135,000 from March 2007, or before the Act went into
effect. The share of nonstandard jobs for all wage workers stood at
35.2%, also down by 1.5 percentage points from March 2007.
Because the decrease could have been caused by any of a variety of
factors, it is important to examine these changes in the size and
composition of nonstandard workers to filter out the legislation’s
impact. Figure 5-1 illustrates the changes in the types of nonstandard
workers during this period.
The overall decrease in nonstandard workers was driven largely by
the reduced number of temporary workers, including fixed-term
workers. In particular, those with signed employment contracts stood
at 2.293 million, a reduction of 321,000 from the previous year. Of
temporary workers, those who lacked a fixed-term contract but who
expected to continue working thanks to contract renewals numbered
230,000, there was a staggering reduction of 320,000 from the
previous year, or to less than half. The fact that this group of workers,
along with fixed-term contract workers, is closest to regular workers
in terms of wages and other working conditions implies that the size
of the group decreased because many of these workers were shifted
to standard positions.
In contrast, the number of temporary workers who did not expect
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their current contract to be terminated increased by 246,000 to
727,000, the highest since the survey was launched. There was also an
increase in the number of part-timers, temporary help agency workers,
and on-call workers. In addition, whereas the number of temporary
agency workers—expected to increase the most—actually decreased,
the number of workers employed by subcontracted firms increased,
probably because there remains a preference for using the latter, who
would be regulated by the Commercial Code, over the former, who
remain regulated by labor laws. The types of irregular jobs that
increased are those with noticeably worse working conditions
compared with regular jobs, a shift that might lead to a concentration
of irregular workers in the low-wage sector.

"MM/POTUBOEBSEXPSLFST
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'JYFEUFSNXPSLFST
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"MMBUZQJDBMXPSLFST
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$POUSBDUGJSNXPSLFST
4FNJTFMGFNQMPZFEXPSLFST
5FMFXPSLFST
0ODBMM %BJMZMBCPS

Figure 5-1. Composition of and increase in nonstandard workers by employment
type (March 2007 and March 2008).
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In a nutshell, the changes in the nonstandard labor market before
(March 2007) and after (March 2008) the Act are as follows: changes
in the composition of the types of irregular workers; a decrease in the
number of fixed-term workers and temporary workers with the
expectation of contract renewals; and an increase in the number of
temporary workers with expectation of employment termination, and
of various types of atypical workers including workers of
subcontracted firms and daily workers (those with relatively worse
working conditions). In addition, this series of findings appears to
make a logical connection with an increase in the share of short-term,
low-wage workers in the irregular workers’ labor market.
Considering the nature of the Act, these changes were mostly
foreseeable even before it went into effect. There was a practice,
obviously in the banking sector, of repeated contract renewals for
fixed-term or temporary workers, particularly for those serving
customers at the front line because of their skill requirements or job
descriptions. The Act was aimed to challenge such decades-long
employer practices of maltreatment of irregular workers and to
protect those workers by regulating contract periods and reinforcing
equal treatment. The Act allows only short-term contracts for those
jobs that tend to rely heavily on the market and that do not
particularly require skill and knowledge accumulation. It was
anticipated even before the law went into effect that such short-term
contracts would be concentrated in low-skilled, low-wage jobs. It may
be that by choosing to reduce the initial recruiting and hiring costs for
such workers, employers end up using more subcontracted workers
or temporary agency workers, but such moves are not evident, at least
not statistically.
Although not shown in Figure 5-1, there was a large decrease in the
number of fixed-term workers and temporary workers with long-term
contracts at large companies with over 300 employees, once again
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confirming that at least in large companies the Fixed-Term Workers
Act is effective in stimulating a firm’s choice of temp-to-perm
transition. In addition, it was not statistically evident that these
companies are increasing the number of short-term nonstandard
workers or temporary agency/dispatched workers they employ.
According to a recent analysis by the Korea Labor Institute (Lee &
Jeong, 2008), small and medium enterprises (SMEs) with fewer than
300 employees are more likely to increase the number of short-term
temporary workers they hire. If it is the companies’ financial capacity
that is creating such an imbalance, the current shift in employment
structure will likely have a negative impact on SMEs’ competitiveness.
Yet, it would be hard to say that the recent changes in employment
structure in SMEs are a direct outcome of the Act. Such a change is
bound to respond to cyclical factors more than anything else.
Moreover, the law allows some room for these SMEs to respond to
the changes, as it provides a scheme for the gradual application of
antidiscriminatory measures by establishment size. Within the same
context, the recent argument that the Act is to blame for the
slowdown in job creation appears to be groundless; slowdown in job
growth is mostly caused by decreases in new hiring, whereas the
number of short-term temporary jobs is increasing. What should
precede any review of the Act, therefore, is institutional support for
SMEs that helps the companies offer job security and better working
conditions for their employees, particularly their irregular workers.

Institutional Change and the Organization’s Strategic Choice
Background to Case Studies
The financial crisis that hit Korea in the late 1990s altered the
Korean labor market. Currently the most common nonstandard
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employment type in the country, direct-hire fixed-term employment
surged immediately after the financial crisis, replacing standard
employment in many sectors (Jang, 2007). As the name implies, fixedterm employment is based on a temporary contract for a “fixed
term,” and its use has spread rapidly and almost indiscriminately to
many sectors even where permanent jobs are suitable, owing to
economic circumstances and the lack of regulations on irregular types
of employment. In theory, a company benefits from such jobs
because it can minimize organizational slack by flexibly responding to
demand changes in the product market. But there are also
accompanying costs. A firm can hardly build knowledge and skills
when it relies extensively on irregular workers, and in many cases,
neither can it expect commitment from those workers. On the other
hand, individual workers can also benefit from fixed-term jobs, in that
they can enter and exit the labor market according to their needs. But
such flexibility may also often place them in a precarious state in
terms of income (e.g., lower wages, reduced benefits) and job security.
Thus, the theory concludes, both the company and the worker will
make a rational decision based on their respective costs and benefit
analyses.
In reality, however, the Korean labor market moved toward the use
of more fixed-term workers, a shift driven mainly by the demand side.
During the past decade, Korean companies have easily and freely
enjoyed triple benefits by increasing fixed-term jobs: flexible
adjustment of staff size, building their knowledge and skills base by
using fixed-term contracts through repeated contract renewals, and
lower wages (typical of fixed-term jobs). Furthermore, many
companies have opted to increase the use of fixed-term workers in
permanent jobs while minimizing the hiring of regular workers.
Such hiring practices could be maintained thanks to a labor market
that supplied a cheap, highly qualified workforce. In addition, the
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absence of regulations prohibiting discrimination against irregular
employees played a crucial role in the continuing increase in the use
of fixed-term employees, including those with repeated contract
renewals, until the mid-2000s, well after the financial crisis was
resolved. At the same time, individual workers were less free to
choose their own employment type, which left many of them in
permanent states of job insecurity, income insecurity, and exclusion
from social welfare. In this process, there was also a tacit collusion
between the unions (which sought job security and financial interests
for their members with regular employment status) and the employers
(which sought more benefits by using more fixed-term workers). All
in all, such unfair transactions kept increasing, often serving as a trap
for individual workers who entered the fixed-term market, limiting
their potential upward mobility in career and income as well as their
training/educational opportunities and contributing to an increase in
the number of low-skilled working poor.
Beginning in the early 2000s, irregular employment practices caught
the attention of the larger society as a result of their rapid increase,
employers’ discriminatory treatment, and their association with social
inequality. This prompted the discussion led by the government and
the Tripartite Commission on a legal framework to regulate the use of
irregular employment. But the laws in existence at the time required
both deregulation and re-regulation, which caused serious conflicts
between labor and management and created stumbling blocks on
numerous occasions. But finally, in November 2006, the Act on
Protection, etc. of Fixed-Term and Part-Time Workers passed the
National Assembly. The policy direction underpinning the Act was to
enhance the soundness of the labor market by reducing the
aforementioned opportunistic choice by companies and by increasing
flexibility. In particular, the Act limited the use of fixed-term workers
to up to 2 years, reduced their allocation to jobs requiring knowledge
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and skill-building, and instated antidiscrimination measures to curb
the overuse of such workers for unjust cost-cutting.
But the Act was subject to an avalanche of criticism from both
labor and management from the moment it was passed. Unions
argued that it encouraged companies to terminate or circumvent
employment relations through contract termination or outsourcing
when they would have otherwise retained employees for longer terms.
For their part, companies claimed that the Act was a form of coercion
to turn nonstandard workers into standard workers, which
undermined their staffing flexibility.
Because the benefits of any new regulation are often not
immediately visible, it is difficult at this time to accurately foresee how
the legislation will alter employment practices over time. This is
particularly true given that SMEs were offered a 1-year grace period
until the legal application toward equal treatment. Nevertheless, large
companies tended to be responsive to the new Act both before and
after its implementation. The MOL surveyed 766 companies with
over 300 employees for 3 weeks beginning immediately after the law
went into effect. Only 6.7% responded that they were making no
preparations for the Act. And a relatively small percentage, 22.2%,
reported that they were adopting a wait-and-see attitude (i.e., watching
others). Over 70% responded that they were either ready or getting
ready for the law’s enactment.
The financial sector, particularly the banking sector (the main
subject of this paper), reacted most sensitively and swiftly, even for
large companies. This was apparent in the MOL survey. Between
January and June 2007, the proportion of companies that attempted
at least partial conversion to standard jobs was highest, at 57.7%, in
the financial/telecommunications sectors (36.6% overall), while the
proportion of those planning to do so after July 2007 was 82.7% in
that sector, also the highest among all sectors (51.2% overall). Even if
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we look at individual cases, we note that there was significant
discussion at most banks, and the years 2007 and 2008 witnessed
most of the major banks announcing changes in their fixed-term
employment scheme, focusing on greater job security.
The trend shows that the tentative and sporadic moves toward the
internal integration of nonstandard workers at banks and other
financial service institutions were given a strong push forward with
the new Act in 2007. Banks and the unions were able to shift their
bargaining agenda from better working conditions to conversion of
nonstandard jobs to standard status. Thus the Act was inducing
progress in the internalization policy.
Immediately after the Act was passed, there were expectations that
the banks would choose one or more of the following options.
First, they could recruit new workers every 2 years for the jobs
performed by fixed-term workers. That is, they would not exceed 2
years in employment relations with certain contract workers. Such
short-term hiring practices are feasible if there is low expectation of
general and/or organization-specific skills and if fluctuations in the
product market require a high level of workforce flexibility. As
discussed earlier, positions that have direct contact with customers,
and which require a high level of soft skills such as communication
and ongoing acquisition of ever-changing job knowledge, are poorly
suited to 2-year contracts unless the tasks are finely separated.1
Second, they could avoid the burden of increasing their use of
standard workers by contracting out or outsourcing fixed-term jobs,
taking such jobs out of the scope of direct hiring. This is possible for
jobs that are distant from the organization’s core competencies, jobs
whose performance is easier to physically control and that can be
1

A call center operator responded in an interview that even for basic consultation on savings,
it takes about 6 months to feel comfortable without others’ help, a statement that helps
explain why short-term contracts are not suitable for customer consultation services at
banks.
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spatially separated. Specifically for banks, such an option may be
considered for call centers or some back-office jobs. In other words,
it is applicable to simple tasks (e.g., connection service, product
advertising) whose execution is quantitatively measurable, relatively
and technically easy to separate and control, and simple enough to be
performed without accessing the bank’s core operation systems, as
well as routine tasks that do not require organization-specific skills.
Third, they could accord standard-worker-level job security to
fixed-term workers. This is feasible for jobs in which operational
stability supersedes flexibility, and where workers must have a
considerable skill level and commitment to the organization.
Of the three possible reactions to the regulatory change, the one
most frequently observed so far in the banking sector is the third:
granting better job security to fixed-term workers. This does not
mean that there was a blanket application of new and better jobsecurity policy to all fixed-term workers. As discussed earlier, the
reasons why the banking sector had to be one of the most responsive
can be summed up as follows.
1. Many financial institutions had replaced former standard jobs,
especially customer service jobs, with fixed-term jobs and
maintained them on a long-term basis.
2. Many financial institutions had placed fixed-term workers in
various jobs with little distinction from their regular workers,
and antidiscrimination measures already posed urgent challenges
for them.
3. Management was generally aware that it would be realistically
impossible to replace workers every 2 years in the retail financial
sector, where skill formation takes longer, jobs for regular and
irregular workers are closely linked, and customer service
needed to be enhanced.

112

Labor Issues in Korea 2009

4. As part of a sector that deals with monetary business, the
financial employer is relatively more sensitive to the inflow and
outflow of employees for security reasons.
5. Intervention by the unions in the financial sectors since the mid2000s enabled discourse on better treatment for irregular
workers early on, which prepared both labor and management
to quickly adapt to the new environment.
6. More than anything, the large-scale temp-to-perm transition at
Woori Bank in December 2006 had a significant impact. Six
months before the scheduled July 2007 implementation, Woori
Bank’s management and the union announced the joint
agreement. This resonated strongly throughout Korean society.
No subsequent cases were found that emulated Woori’s
example as it is, but as the first and most proactive response to
the Fixed-Term Workers Act, it contributed to later conversion
cases by setting the pattern and pressuring other companies to
start bargaining. Widely and intensely covered by the press, it
served as a pressure at not only the 2007 collective bargaining
round in the financial industry but also at individual banks.
But not all retail financial institutions have uniformly opted for a
temp-to-perm transition. Different strategies are being pursued
according to job characteristics within individual organizations, with
some jobs being considered for outsourcing, for example. Many
companies are still seeking a specific change of course among various
paths, each created as a combination of different options. And some
continue to experience a tug-of-war between the unions and
management as they near their final decisions.
Compared with the financial sector, what was the response by large
discount stores, which place low-cost strategies above all else? If the
financial sector’s course of action was determined within the
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framework of integrating fixed-term workers, large retail firms in the
beginning carefully weighed externalization (such as outsourcing)
versus internalization. According to the MOL survey data, 42.5% of
large firms in the wholesale/retail sector decided to conduct some
temp-to-perm transition as of July 2007, lower than that in the
financial/telecommunications sector. But Table 5-1, an overview of
firms’ responses to legal changes in the retail sector since the Act
came into effect, shows that even in those firms that employed a
greater number of nonstandard workers, there were only a few cases
of contract termination and outsourcing. The MOL survey data also
show that the rate of temp-to-perm transition for the wholesale/retail
sector is slightly higher than the overall average of 36.6%. Meanwhile,
when asked whether they have outsourced fixed-term jobs or plan to
do so, 27.3% said yes, lower than the average (30.2%). This is lower
than the percentage not only in the restaurant/hotel (47.1%) sector
but also in the financial/ telecommunications (40%) sector. Just
looking at the known cases, only a minority (such as Hyundai Dept.
Store and Save Zone) pursued both job separation and outsourcing of
cashiers, in which they reallocated regular workers to other tasks and
contracted out the irregular jobs. Many more opted for long-term
employment of different types and methods. It is noteworthy that the
immediate action of contract termination taken by E-LAND Retail
and its affiliates caused a long and brutal labor dispute. In addition,
for the other three companies,2 most of the simple tasks except for
cashiers were already outsourced a long time ago, which also
simplified their strategy for responding to the changing legal
environment. In fact, if we look at all the major retailers, it becomes
apparent that most of the jobs that became subject to the new Act
were limited to cashiers. In particular, most sales personnel, who
2

Four large discount stores, Emart, Lotte Mart, Home Plus, and E-LAND Retail, accounted
for 86% of the market share as of summer 2007.
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make up more than half of all store personnel, are allocated in the
form of dispatch by the manufacturer (or the agencies hired by the
manufacturer). They do not have direct employment relations with
the retailers and are not considered to be subject to the Act.
Interviews with HR managers reveal that turning cashiers to regular
positions was a result of a particular company’s sales strategy rather
than its consideration of job characteristics.3 Because retail businesses
operate under high market competition with small margins,
improving the corporate image in the minds of customers is one of
the most important elements of sales strategy. Thus the major
retailers’ plans for shifting irregular jobs to regular jobs may have
evolved as a way to enhance employee loyalty and create the image of
“responsible corporate citizen.” In fact, at one major distributor the
final decision for integrating its cashiers was made by the CEO
despite various working-level analyses and options recommending
otherwise. The main factors in the CEO’s decision are known to be
corporate reputation and favorable publicity. Meanwhile, the ELAND conflict may also have taught distributors some important
lessons. The incident demonstrated that the employer’s unilateral
outsourcing will not only cripple its labor relations but will also make
the company the target of consumers’ resentment at its seeming
disregard for corporate social responsibility, ultimately incurring
staggering costs and losses.

3

Although it is commonly believed that counter clerkship is simple and routine, an
interviewee stated that it takes about 2 weeks of training and even longer on the job to
become familiar with the job because of the diversity of products offered. But more
importantly, because counter clerkship requires the direct handling of money, in other
countries part-timers, but rarely outsourced personnel, are commonly used.
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Table 5-1. Nonstandard Worker Measures at Major Distributors
.FBTVSF
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$POWFSUFE XJUIPWFSZFBSTJOTFSWJDFUP
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Table 5-1. (Continued)
Measure

Company
)ZVOEBJ%FQU
4UPSF

Contract
termination &
outsourcing

4BWF;POF 
*$
/FX$PSF

0VUMFU

/POTUBOEBSEXPSLFSTQMBO
  TUBOEBSE DPVOUFS DMFSLT XPSLJOH UPHFUIFS
XJUIOPOTUBOEBSEFNQMPZFFTXFSFSFBMMPDBUFE
  OPOTUBOEBSE KPCT XFSF PVUTPVSDFE DPVOUFS
 GPPE  PUIFST  
  OPOTUBOEBSE DPVOUFS DMFSLT XFSF UFSNJOBUFE
BOEUIFJSQPTJUJPOTPVUTPVSDFE 
  OPOTUBOEBSE FNQMPZFFT XFSF OPUJGJFE PG
UFSNJOBUJPO   TUBOEBSE DPVOUFS DMFSLT XFSF
SFBMMPDBUFE QPTJUJPOTXFSFPVUTPVSDFE
 4UBOEBSE DPVOUFS DMFSLT SFMPDBUFE UP PUIFS TUPSFT
BMM GJYFEUFSN DPOUSBDUT XFSF UFSNJOBUFE BOE
PVUTPVSDFE 

Note. From Kim Jong-jin (2007), “Distribution Capital’s Strategy for Nonstandardization and
Union’s Response,” Labor Society, September 2007.

Temp-to-Perm Transition in the Banking Industry
According to Moss, Saltzman, & Tilly (2000), an increase in the
number of irregular workers as an outcome of corporate restructuring
may subsequently undergo a process of readjustment as an employer
realizes that the de-integration of its workforce in the low-skilled
spectrum is causing losses or that skill accumulation is being
undermined. In some cases, the number of irregular workers may
simply be downward-adjusted, the former employment conditions
never to be recovered.
In the Korean banking sector, the labor market for fixed-term
tellers seems to follow a pattern in which a decline in employment
conditions (becoming a secondary market) is followed by
partial/gradual recovery. But full recovery was never realized, as no
bank has fully integrated “most” of its fixed-term workers into the
internal labor market. In this context, one possible impact of the new
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Act is that it has sped up the path toward partial/gradual recovery and
has set certain boundaries for the strategic decisions available to labor
and management.
Before looking at the rapid movement toward temp-to-perm
transition after the law was passed, let us review the situation before
its enactment. Table 5-2 shows the share of irregular workers at banks
and brokerage firms since 1999.4 Interestingly, most banks exhibited
a considerable increase in the use of irregular employment between
1999 and 2006. Right after the financial crisis, about 40% of female
bank tellers were laid off, replaced by fixed-term contract workers.
These workers accounted for 18.5% of all bank staff at the end of
1999, but by 2006 their proportion had jumped to 31%. In particular,
there was a dramatic increase between 2002 and 2003, when the
second round of restructuring was nearing completion. As the banks
were wrapping up their series of layoffs and consolidations, they were
looking to expand in order to increase their market share and were
filling teller positions with fixed-term workers. The timing coincided
with the financial industry union’s presentation of the nonstandardworker issue as the main agenda for its collective bargaining. Despite
the 2004 agreement between the finance union and employers to cap
nonstandard-worker hiring, there was no noticeable reduction in the
share of nonstandard workers, at least not until the end of 2006, when
it fell by 2 to 3%.
In comparison, the share of nonstandard workers at brokerage
firms continued to decrease until 2004, increasing slightly from 2005
on as more offices were set up following the stock market boom and
deregulation. But otherwise the share of nonstandard workers
remained rather consistent. At brokerages, “tellers” performed only
4

Insurance companies were not included in the table because of their unique nature: almost
80% of insurance workers are in “special employment,” such as insurance agents and
underwriters, whereas in banks and brokerages fixed-term workers make up the majority.
Thus they are not directly affected by the core content of the Act.
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Table 5-2. Share of Nonstandard Workers at Banks and Securities Companies (%, December,
each year)
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Note. From Financial Supervisory Service, statistical information system.

simple (called “administrative”) tasks until the early 2000s. But as
deregulation lifted the financial market demarcation, customers
became more keen on specialized products, and as more specialized
and complicated products (delivering traditional savings plus
insurance and investment products) were introduced, the operational
boundary had to be expanded. It became apparent that sales
capabilities on the front line were very important, which created a
demand for higher-quality tellers. This is particularly important
because many Korean financial institutions still involve tellers in sales
functions besides simple transactions to a certain extent. These
changes in the business environment motivated employers to reduce
nonstandard employment; in fact, they had been already decreasing
their use of it during the previous few years. This background enabled
brokerage firms to take a more active stance toward temp-to-perm
transition than the banks.
Meanwhile in the banking sector, despite the numerical increase in
nonstandard workers, there was a marked change in the quality of
their employment relations beginning in the early 2000s. Some banks
were offering better treatment and wages, and had even begun to
internalize some of their fixed-term contract workers. According to a
2004 report by the Tripartite Commission, a majority of the banks
surveyed (11 out of 16) had implemented temp-to-perm transition
plans (Jeong, 2004). But as can be seen in the case of Bank K, the first
to implement such a plan but one in which only 50 of 8,000
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nonstandard workers were converted, only a small number achieved
job security through the practice. Each bank was obliged to follow up
on the transition plan specified in the sectoral collective bargaining
agreement (see the conclusions of collective agreement in the banking
sector since 2004; Kwon, 2007), but they also had a business objective
for implementing such a program: the chance to gain regular
employment status would be a strong incentive to fixed-term workers,
allowing employers to retain key talent and improve performance at
each office. Nonetheless, temp-to-perm transition plans remained
fairly limited at most banks until the new Act went into effect. Thus
the internalization of irregular workers until the end of 2006 was
probably a mere formality (with the exception of only a few banks),
and no voluntary measures were taken to curb the increase in
nonstandard workers. The sectoral union played an important role in
the collective bargaining sessions for several years as unfair treatment
for irregular workers became a key issue, yet the discussion and
agreement focused on wage and benefits levels, which noticeably
improved beginning in 2004, and not on the temp-to-perm transition.
Within this context, the Fixed-Term Workers Act seems to have
served as a real agent of change against the reserved and expedient
employment policies of the financial sector. The case of Bank A, the
first and most active respondent to the Act, will be scrutinized later in
this paper, but it became a sort of a pattern-setter or catalyst for
bargaining, helping to deepen and refine social partners’ thinking on
temp-to-perm transition. No other major banks have adopted Bank
A’s conversion pattern, in which it created a path separate from its
primary internal labor market. Rather than simply following the
pattern-setter, each institution sought to adapt to the changes in the
manner best suited to its condition. This is a far cry from the
unsystematic, follow-the-herd behavior witnessed a decade ago in
response to the financial crisis, when most banks rushed to use more
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nonstandard workers. Most of the banks are far along in their
discussion, with at least five of them having already come to a specific
agreement between the local union and management. In both the
banking and brokerage sectors, as discussed earlier, unions have been
bringing to the bargaining table better treatment and standard status
for nonstandard workers as important issues since the mid-2000s,
which means that union bargaining power and the nature of labormanagement relations have also become important factors in the
discussion.
Notwithstanding the discussion above, it is premature to
conclusively assess the legislation’s impact. The impact of any
regulation manifests itself slowly over time. Even in the financial
sector, where discussion on temp-to-perm transition is the furthest
along, many companies have agreed only on the “framework” for
conversion (the number of workers to be converted, selection
method, timing, etc.), and their policy remains that details such as
wages and personnel will be worked out later. Thus in this paper,
instead of simply listing each case, the focus will be on presenting
transition patterns and examining the key factors involved. Most of
the transition cases observed in 2007 exhibit one or more of the
following four patterns (see Table 5-3). The first is the creation of a
new career path scheme that is separated from the core labor market
that received much attention in the second half of 2007 (Pattern 1).
The second is also a type of separation, offering fixed-term workers
open-ended contracts in which only job security is guaranteed and
other working conditions still differ from those of current regular
workers (Pattern 2). The third is the installation of a new layer at the
bottom of the existing career ladder and the allocating of nonstandard
workers there (Pattern 3). The fourth is the allocation of all recruits to
existing standard jobs without any differentiation (Pattern 4). Each
pattern will be discussed in more detail in this paper.
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Table 5-3. Conversion Patterns in the Financial Sector
1BUUFSO
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Pattern 1. This pattern triggered many debates, both for and
against, and helped stimulate similar discussion in other companies as
well (Kim, 2007; Lee, 2007). It stood in sharp contrast to the mass
contract termination and outsourcing that occurred at some
companies immediately before the Act went into effect, and some
touted it as a new model for resolving the nonstandard employment
issue. It is true that nonfinancial considerations were at play in Bank
A’s unpredicted decision and announcement.5 Nevertheless, it was a
5

One example is that the union was under pressure to include fixed-term workers in their
organization. The union, by its rules, had extended membership only to standard workers,
but the competing union (a managers’ union within the company) also organized many
fixed-term workers, and the union had to seek standard status for fixed-term workers in
order to automatically include them as members. The unique status of Woori Bank was also
a factor—it is a publicly funded bank under the managerial control of the government. The
government’s recent criticism of high salaries at public financial institutions was critical in
enabling the two sides to agree to trade off between a wage freeze and standard-job
conversion. Like other commercial bank unions, Woori’s had also opposed the wage freeze
recommended by the finance industry union as a way to improve nonstandard workers’
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reasonable agreement considering the following circumstances: the
long-term use of fixed-term workers was no longer possible after the
new Act; employees at the point of customer contact are very
important for their sales strategy; and, related, using tellers only for
simple deposit and withdrawal is not an effective method considering
the level of technological innovation and the skills and education level
of the current fixed-term tellers; and it is unavoidable, because of the
current financial market, that they required training and education for
excellence in performance.
At the end of December 2006, the local union and management of
Bank A agreed that the bank’s 3,100 directly hired fixed-term workers,
including tellers, would be transferred to regular positions as of
March 2, 2007. This transition accompanied a plan for a new
employment scheme, with a separate wage structure and career path,
that would help absorb the fixed-term workers into an open-endedcontract framework. In short, it was an attempt to pursue job security,
cost containment, and wage flexibility, while eliminating discrimination
against fixed-term employment, as prohibited by the new Act.
Even before the Act, Bank A had traveled a different path from
most other banks, who maintained the existing fixed-term-contract
system that granted standard-job opportunities to only a few
employees through performance evaluations and written tests. This
bank is known to have not tried temp-to-perm transitions until 2006.
As part of its general reorganization in 2002, Bank A adopted a new
system according to which fixed-term workers were classified into a
separate group, not to be fully integrated with the internal labor
market for regular workers. Yet, this separation still offered a quasiinternal labor market scheme to its fixed-term workers. It raised the
treatment, because the standard workers were against it. But in the end Woori’s union
exercised some flexibility while maintaining the bargaining initiative. Faced with the
employer’s demand for a wage freeze based on governmental pressure, it came up with the
counterdemand of converting nonstandard workers.
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salary for these workers above the average wages paid to nonstandard
workers across the banking industry and created a promotion ladder,
although very limited and short, putting in place a system for longterm employment based on repetitive extensions of 3-year contracts.
Meanwhile, the bank also created layers within the fixed-term
employment system, differentiating them by contract period and
working conditions.6 This 2002 framework was later slightly modified
and reconfirmed during the company-wide reorganization in mid2006 (Kwon, 2007). The bank segmented the entire organization by
customer characteristics (investment finance segment, management
support segment, corporate finance segment, retail finance segment,
etc.), and tried to reclassify the fixed-term workers who were mostly
doing frontline customer service and sales and back-office work into
three categories within retail finance: tellers working at branches, call
center representatives, and back-office operators.
The labor camp was against this partial-integration scheme, calling
it gender-discriminatory. But with the new Act looming, Bank A’s
union and management agreed on a plan that directly inherited it,
establishing one model of temp-to-perm transition in the banking
sector. Whereas the restructuring plan in 2006 was a framework that
assumed repeated contract renewals, the Act changed the tacit “repeated
renewals” to “guaranteed until retirement,” helping 3,067 fixed-term
workers gain job security until retirement as of March 2007. Bank A’s
HR manager stated that by using this job-based HR system, the
company was able to contain wage costs at the expense of
employment flexibility. Indeed, the bank was able to secure wage
flexibility by creating a new employment system that is separate from
both the existing internal labor market and the existing standard salary
6

One example is the separation of routine service and administrative jobs (e.g., utility-bill
payment receipt) from the tellers, limiting them to short-term contracts of 3 to 6 months.
The routine service and administrative workers who used to be hired for at least 1 year per
contract now saw their contract period shortened and even terminated, and became
organized around those who were terminated. Use of such very short-term contracts has
since stopped.
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system and by applying flexible wage practices, including performance
incentives, to the new groups. Furthermore, by applying new wage
practices to the new system, it was able to minimize wage increases
following the temp-to-perm transition and to avoid additional
increases in personnel costs (except for benefits costs). Meanwhile,
the increase in benefits costs were partially covered by the 25 billion
won saved from the regular employees’ wage concessions.7
In the beginning of the bargaining, the bank’s union had demanded
a 3.8% wage increase for regular workers and a 9.5% increase for
irregular workers, higher than the 2.9% and 7.25% achieved by the
industry union in 2006, as well as the temp-to-perm transition. But in
the end, the union agreed to trade the wage freeze for the regular
workers for transition for their irregular colleagues. Although there
were many factors at play, including pressure from the new,
competing union, the wage freeze was not an easy decision for the
elected union leadership.
Although the union leadership boldly came to a tough decision at
the risk of internal conflict, there were also some missteps in the
process. It did cause discord within the organization, and some even
called for impeachment of the leaders, because there was no process
during the bargaining for listening to members’ opinions or
convincing them of the merits of the solution before agreeing to the
wage freeze. The local union president had to do a lot of cleaning up
afterward: he convened an extraordinary session of the delegates’
meeting to hold a referendum, soothe the resentment among the
standard workers, and convince them of the union’s (leader’s)
position. And because of a lack of communication with the fixedterm workers themselves, they, too, were left disgruntled. Although
7

Assuming that the subsequent wage increase will not be higher than usual (as a way to
make up for 2006), the wage freeze in 2006 also reduced the increase amount in the next
year determined by percentage. Thus the company bore hardly any additional costs for
converting its nonstandard workers.
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they welcomed job security, they were not happy about their unequal
treatment compared the standard workers who worked alongside
them.
In terms of content, the union was also subject to harsh criticism
that it turned the new employment system with occupational
segments, which distinguishes between regular and nonstandard
employees, into a fait accompli. But some viewed the development in
a more positive light, agreeing that it was the best realistic option
available to the local union (Kim, Y., 2007).
Now Bank A faces the challenge of further refining the as-yet
incomplete new system with occupational segments. First, labor and
management must prevent it from turning into a caste system—it
must open up mobility between the segments and encourage such
movement. If there is no mobility, and if the current system, heavily
concentrated by gender, becomes entrenched, it may lead to the risk
of gender discrimination, a risk that the bank must minimize as it goes
forward. In addition, Bank A applied a separate wage system for the
converted group, and for the middle and/or long term, it is
imperative that labor and management ensure equity for the
converted workers.
Furthermore, Bank A’s temp-to-perm transition through creating
occupational segments poses a potential conflict in the actual
operations at its branch offices. In particular, if the tellers on the front
line start to provide “one-stop services” that encompass not only
deposit and withdrawal but also most sales and consultation services,
it would be very difficult to distinguish these workers’ jobs from
those of platform workers. Should there be a difference in personnel
policies between regular and converted workers based on customer
and products characteristics, when there is no such distinction
between existing regular employees’ segments, it would only aggravate
their discontent because they both belong to the union as standard
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workers. In fact, according to Bank A’s union, there has been
voluminous expression of dissatisfaction from converted workers
regarding their different working conditions and their less promising
long-term career prospects.
All in all, it seems inevitable that there should be a more
sophisticated HRM system for converted regular workers. And such a
system, unless it is integrated into the existing wage system, will entail
modifying the HRM system for existing regular workers as well.
There will be a demand for an HRM system based on reasonable job
classification and grading to cover the internal labor market of all
standard workers, and both local unions and management now face
the challenge to develop and put into place a reasonable and mutually
agreeable system.
Despite the list of challenges for the future, Bank A’s case was a
positive one, a mass temp-to-perm transition including all possible
occupational categories, tellers, administrative assistants, and call
center operators. It also served as a catalyst for collective bargaining
at the sectoral level and at each company level. Another important
implication is that the union, while remaining focused on the issue of
nonstandard workers, was able to exercise strategic decision making
to complete the bargaining. It should also be noted that extensive
preparation went into the temp-to-perm transition under the bank’s
overall new employment system with job segments that was
supported by the labor-management agreement.
Temp-to-perm transition to a subgrade. Creating a subgrade
became a new option on the path toward temp-to-perm transition
when Bank B announced its labor-management agreement to install a
new Grade 7 at the lowest end of the standard HR management
system in order to cover its 600 fixed-term workers. The option had
already been used by brokerage firms, and after Bank B some insurers
followed suit.
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In the short term, the experience for converted workers is not
much different from the system Bank A implemented. The main
difference between the two is that by incorporating them into the
existing internal labor market, this model gives them the chance for
long-term career development, and there is less distinction between
them and the existing standard tellers.
Bank B’s experience is interesting in many respects. Initially, they
were more interested in resolving the more pressing equal-treatment
issue than in responding to the legal requirement for maximum use of
fixed-term workers. They were already providing one-stop services
(for general business) at their windows regardless of their
employment contract types. This inevitably led to controversies of
discrimination by employment type, and they began to seriously
consider the occupational separation system (both job separation and
segregated allocation) between standard and nonstandard workers
used by most commercial banks. Job separation by contract type can
circumvent claims of discrimination based on MOL’s interpretation,
and it also appeared to be the initially popular response by the
banking sector to the nonstandard workers’ issue. They subsequently
went ahead with the plan, going as far as studying new layouts at
branch offices and running pilot offices.
But the pilot offices experienced some confusion, and management
realized that job separation was not suitable for an organization such
as Bank B, a small bank that targets local customers. For example, the
system could undermine the bank’s 40-year sales principle of
“localized quality service” for local customers. They worried that given
their customers’ characteristics, a job-separation policy might cause
inconvenience and undermine customer relations, ultimately causing
them to turn their backs on the bank. And given the bank’s smaller
number of branch offices and staff size, such a strict job separation
would actually disrupt each office’s operation absent considerable
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reinforcement in staff. It was also forcing inefficient use of the
already skilled fixed-term workers and negatively affecting sales
capabilities on the front line. As management began to realize the
various problems associated with the attempted system, they halted its
adoption and went back to the drawing board.
At this point, pressure from the union—which, in a rare case in the
banking sector, organized nonstandard workers—played a critical role
in turning the tide. Sectoral collective bargaining was ongoing at the
time, but Bank B’s union believed that a change of course was
urgently needed when management had decided on job separation. As
circumstances coincided, labor and management were able to agree
within 3 days of bargaining to trade a wage freeze for temp-to-perm
transition though Grade 7. A total of 606 employees were entitled to
become regular workers, most of them tellers, which also included the
40 directly hired inbound customer representatives at the call center
but not the 25 to 30 outbound representatives at the call center who
were being outsourced. The inbound service representatives were
already on job rotation between the call center and branches for the
purpose of job familiarization and thus were not considered to be
exceptions to the conversion.
The company did see some appeal in a Bank A–type separation
system, which would stem accusations of discrimination, but they did
not consider it. The Bank A system was not compatible with the
organizational culture of the company, which had long relied on strict
seniority-based wage scales (hobong). It also would be inefficient to
divide the small volume of customer services into different groups. It
was not a serious consideration for the union, either, because of the
generally negative view of the Bank A system in the labor sector.
These circumstances led to the two sides’ agreement that the best way
to maintain an integrated employment system, while complying with
the law, was to tackle the issue head on: to turn nonstandard workers
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into regular workers.
The issue that remained was the cost of converting. If nonstandard
workers were integrated into Grade 6, and if their college degrees and
years of service were accounted for, their pay raise had to be twofold
or even threefold. It is also likely that the union and management
agreed that there could be potential complications with promotion in
the future if there was a sudden increase in the number of Grade 6
employees. In the end the two sides agreed to newly install a Grade 7,
as a way to delay the pay raise and the filtering off of low performers
that accompanies Grade 6.
At the time of the interviews not much had been decided about the
pay policy for Grade 7, but it was agreed during bargaining that
benefits such as tuition assistance for children would be identical with
those for Grade 6 and above, and that individual pensions would
have different rates from Grade 6. It was also agreed that promotion
opportunities would be the same as for Grade 6, but to be promoted
from Grade 7 to 6, employees would have to pass written tests. Those
entitled to the conversion were 40 IT personnel, 550 branch office
and call center tellers, and 20 administrative assistants at the head
office: altogether, 80% of the total 760 nonstandard workers directly
hired by the bank. Those not directly engaged in financial services
were excluded: professionals in special areas (insurance/loan agents),
security guards, and fixed-term secretarial assistants.
A few months after the agreement, Bank B’s HRM plan became
more specific thanks to additional labor-management bargaining. For
management, reorganizing the job-grading structure, while
maintaining the seniority pay scales, was the most important challenge.
In the end, the single pay structure was maintained, and the following
changes were made: 1–4 steps for Grade 7, 5–7 steps for Grade 6,
and 7–21 steps for Grade 5. To move to Grade 4 and beyond,
corresponding to managerial positions, employees must pass a

130

Labor Issues in Korea 2009

qualifications exam. Grade 7, given to former fixed-term workers
(converted workers), Grade 6, given to female recruits in regular
positions (automatically promoted to Grade 5 2 years later), and
Grade 5, given to male recruits in regular positions, are all for general
staff. Meanwhile, former fixed-term workers (now Grade 7) will be
qualified for promotion to Grade 6 4 years after joining the bank. If
they pass the exam, they will be upgraded to Grade 6, which is an
existing standard job grade. After reaching Grade 6, they progress
along their career path according to the standard position/salary step
system regardless of their entry path. Promotion to Grade 6 was not
made automatic because of a managerial decision that there should be
some difference in qualifications at the point of entry. According to
the verbal agreement between labor and management, about 30
employees will be promoted from Grade 7 to Grade 6 each year, and
about 50% of all personnel who begin at Grade 7 will move on to
Grade 6. During the follow-up bargaining the following benefits for
Grade 7 were agreed on: payment of 300,000 won for up to 7 months
of maternity leave, tuition assistance until college graduation, medical
check-ups for the immediate family, and employee mortgage loans.
Looking at the agreement, it seems that the bank’s conversion policy
has the most active internalization elements, but there persists a
certain level of differentiation from core competences in regular jobs
in light of the need to separate the job categories with managerial
potential from those for operational staff, a need not accounted for in
the earlier job-grading and pay structure.
Bank B’s is a noteworthy case that produced a unique solution for
job security for nonstandard workers, one that accounted for
organization-specific circumstances. It is favorably regarded for
having allowed fixed-term workers to develop their careers within the
regular-employment framework by minimizing barriers to full
integration and the risk of indirect discrimination. But it remains to be
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seen how this solution will play out, because the bank has installed
what it calls a “job test” as a gateway to Grade 6, one that is similar to
the qualification exam one must pass to become a regular employee at
most banks today. If the gateway to the next grade is set to be very
narrow, it will hardly be different from the separate career track that
Bank A implemented or just open-ended contracts (to be discussed
later). This is the area where further negotiation between the local
union and management is needed. Another concern, raised mostly by
management, is how to continue to motivate former fixed-term
workers to perform after they have been shifted.8 Some also point
out that although Bank A and others have moved toward greater
flexibility in step with the general changes in HRM, Bank B is actually
regressing by reinforcing a conventional seniority-based system. This
is an issue of managing the internal labor market, to be strategically
determined by each organization according to its own business
circumstances, either by increasing wage flexibility or by managing the
promotion scheme.
Converting to employment relations with job security: “Open-ended contracts.”
Whereas banks A and B chose a single approach of converting most
fixed-term workers into a separate track or a subgroup, other banks
opted for a gradual process combining two or more options. Banks D
and E are the best examples of such hybrid processes. This section
addresses the case of Bank E.
Bank E also experienced an increase in nonstandard workers as
they opened new branch offices: from 1,400 in January 2007 to 1,700
in July, and 2,100 in September and later. Bank E’s union selected the
issue of temp-to-perm transition as its core agenda in January, almost
right after the union was launched. A task force was created within

8

This is a common reaction by employers when granting job security, an interesting
contradiction to the general thinking that one of the expected benefits of standard-job
conversion is higher employee trust and commitment to the company.
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the union, which met once or twice a week to study related laws and
cases in Korea and other countries and to refine the union’s demands.
As of July, when the Fixed-Term Workers Act went into effect,
sectoral collective bargaining was still ongoing, but Bank E had
already completed their negotiation because they feared possible
confusion among their own employees if other banks concluded their
cases first. Formal bargaining went on for 2 months, and the initial
position by management, that selective conversion to open-ended
contracts and employment termination should be carried out in
parallel, was realistically reflected in the final agreement, as well as the
union’s principle that fixed-term employees should be fully integrated.
A standoff occurred at one point when management held fast to their
position that they could not convert all fixed-term workers, who were
subject to different qualifications and different entry points, and the
union insisted on job security for all. But the two sides agreed to be
flexible after a few bargaining sessions, and bargaining continued on
more realistic grounds. There was some influence from other cases as
well. In the end, labor and management compromised on increasing
the percentage of temp-to-perm transition and on July 31 finally
announced the conversion of 1,500 workers to open-ended contracts.
Rather than adamantly sticking to its original demands, the union
took a flexible approach, focusing on providing job security to as
many nonstandard workers as possible and on gradually resolving
other issues through follow-up negotiations. But unlike in the cases of
banks A and B, Bank E’s union made it clear from the very beginning
that wage concessions for regular employees was not an option,
minimizing possible resentment and resistance on the part of regular
members. The union also tried to secure justification for representing
nonstandard workers, who were not its members, by holding several
rounds of discussion with them throughout the bargaining process.
The content of Bank E’s agreement is quite complex, because the
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adjustment of the conversion percentage and compromise on other
conditions were the main issues at hand. Management’s initial offer to
convert 70% of tellers and 40 to 50% of call center representatives
was finalized at 90% and 80%. And secretarial and administrative
assistants, who were not included in management’s original offer, were
also to be converted to open-ended contracts at the rate of 56%.
Although the union demanded conversion after 1 year in service,
management won out, securing its preferred preconversion period of
2 years. Conversion would begin with the 850 fixed-term workers
who would reach the 2-year mark in November, and then continue
for another 1,500 over the next 3 years. In addition, these workers
would be entitled to benefits equal to those of regular workers, such
as key-money deposits or tuition assistance, while their wage level
would be increased to 80% of regular workers’ entry-level salary.
The switching of the open-ended contract workers to regular
contracts was separately negotiated, resulting in an agreement to
switch 160 in 2007 and 100 in early 2008. This far exceeds the
industrial bargaining agreement in 2004, which required offering
regular status to 54 fixed-term workers over the next 2 years. In
addition, the two sides are now preparing for a fresh round of
bargaining with regard to creating a job-grading system linked to wage
scales for open-ended contract workers.
Similar to Bank B, in the early days of the Act’s implementation
Bank E also attempted a job-separation system in order to avoid
claims of discrimination. They separated routine operations such as
windows dealing with a few simplest transaction and credit-card
applications, reallocating regular workers to other service and sales
tasks. But they also realized that given their current level of staffing
this policy did not help them stay competitive, and they finally agreed
to not apply such separation to open-contract workers and placed
them in the same jobs as regular workers.
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Bank E’s case is slightly different from the preceding cases in that it
does allow for some use of fixed-term workers. It is likely that the
frontline service and call center operations for retail finance will
continue to be handled by fixed-term workers. Such use will secure a
certain level of flexibility for the company while serving as a screening
process for those who will be granted job security at a later date.
Those entering as fixed-term workers will be given a chance to
convert to open-ended contracts through a screening process that
evaluates their performance for a 2-year period. Those who are
converted to open-ended contracts will then be further given a
chance to convert to standard status according to labor-management
agreement. Such a step-by-step process for fixed-term recruits is
another characteristic of Bank E’s approach, one that is observed in
Bank D’s case as well.
Still, this could have been perceived as a significant change for
Bank E’s nonstandard workers. Before the change, fixed-term
workers had been feeling considerable job insecurity because, as
mentioned earlier, the conversion rate over the previous few years
was fairly low, and company policy dictated that 50% of fixed-term
workers with over 3 years of service would be terminated and that
only a few of those with over 4 years of service would be retained.
One union official observed that the fixed-term workers’ new
perception of career management could be considered an indirect
benefit of the conversion. Their attitude became much more
proactive, and more than 90% of those eligible for conversion were
now actually applying for the exam, whereas the percentage was
minimal in the past.
This model puts a bit more emphasis on numerical flexibility than
did those that created a separate employment system or subgrade, and
is directed toward stronger screening of workers by emphasizing
performance evaluations. By agreeing to the plan, the union chose the
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path of gradually increasing conversion without allowing wage
concessions that might seem excessive to its existing members. The
union’s critical view of the separation policies, which disallow
mobility between the segments, probably was also a factor in its
decision. In short, both labor and management’s realistic and practical
approach seems to have resulted in a selective and gradual conversion.
The second phase, integration with standard workers, remains open
for bargaining each year, which means the union’s bargaining power
will be key in ensuring that this step-by-step conversion plan is truly
meaningful. One area that seems to be relatively lacking in
justification is the differentiated conversion percentages between jobs.
On the one hand, this model is still a big improvement given that
some service and administrative jobs were considered for
outsourcing; on the other, it is not clear whether there was specific
analysis of the service and administrative jobs before the social
partners set the conversion rates. In fact, much of the discussion
between labor and management regarding fixed-term workers
concentrated on tellers at branch offices who share the same space
with regular workers. This focus could have resulted from the nature
of the work itself or because it is a topic on which the union and
nonstandard workers are the most vocal.
But if we narrow our perspective to call centers, it can be argued
that, much like branch offices, service and sales representatives are
playing essential roles in customer service and sales and thus the call
center are of still strategic importance to a firm. In addition, workers
have built up considerable skills and knowledge. Some could point to
the fact that at call centers, technological advancement has made it
much easier to quantify worker performance, yet the tacit nature of
customer service and sales skills remain crucial for excellence in
performance. These are the reasons why the organizational
contribution of fixed-term representatives should be more objectively
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evaluated and reflected in the company’s more sophisticated HRM
policies.
Conversion into regular jobs in the form of open-ended contracts
is also found in the retail sector, mainly in large firms. But in this
sector step-by-step conversion has no meaning, as counter clerks are
completely separated from existing regular employees who are in
charge of managerial and sales functions. In this sense standard-job
conversion in the retail sector also creates a separate employment
system according to job functions. This is because the job
descriptions and the skill-development processes are completely
different between the two groups. But this approach is still different
from Bank A’s separate employment system in that it lacks a
promotion plan or wage scale. However, the details of conversion in
this sector are different by company. For example, Company A, in
order to completely root out any chance of discrimination
controversy, gave up the use of part-timers and switched to a uniform,
5-day, 40-hour work-week system with monthly salaries. This seems
to be a way to maintain fairness by making it possible to provide
benefits identical to those of regular workers, and to emphasize the
symbolic implication that this is indeed a “full” switch to standard
status. This option has the benefit of guaranteeing job security and
resolving the low-wage problem of part-timers at once. But it still has
the problem of inflexibility in its application of the part-time system
to all cashiers. Many cashiers are housewives and probably some work
as part-timers voluntarily, but in trying to provide job security the
company did not allow employees the flexibility to choose their own
work hours, at least for the time being. Even the HR department
reported that with this decision they had to give up much of their
staffing flexibility. Meanwhile, Company B’s case is similar to
Company A’s in that it provides job security in the form of an
employment guarantee until retirement, but different in that it
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maintained its HR policy of employing all cashiers as 6-hour parttimers. In other words, Company B opted for a part-time system that
comes with job security. This is also an inflexible solution as it does
not accommodate the wish of some workers to work full-time (for
reasons of seeking higher income, etc.).
Both cases reveal the limitation that the solutions were geared
more to the company’s expedience in HR operation than to workers’
demands. But they can still be highly regarded for having provided
job security (i.e., employment until retirement) and equal benefits for
counter clerk jobs that had faced widespread risk of outsourcing, thus
embracing them as part of the organization.
Integration of some nonstandard jobs into the standard job system. Although
bargaining is still ongoing in some major large companies, so far there
is no observed case of full integration of nonstandard workers into
the existing regular employment systems. This is because there are
complex factors at play, factors that are economic, cultural, or
organizational.
Integration of some nonstandard workers into the regular
employment system is observed at some companies, while some
others are seen to be moving in that direction in their bargaining.
Furthermore, the separate employment system and open-ended
contracts introduced earlier do hold some elements of integration.
But the case of Bank F, which seeks partial conversion, is different
from all of the above cases in a number of respects. It has been
selecting its fixed-term service workers from different “tiers,” and
also has used a multitier system for regular workers by employing a
job-grading system, neither of which is seen in any other banks. The
bank recently started pursuing both internalization and externalization
of its fixed-term workers through stronger job separation. In contrast
to banks B and E, this bank’s management recently enacted a policy
that some windows will be limited to routine deposit/withdrawal
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operations and that the associated workers will be replaced every 2
years. There have been so far around 600 such tellers hired, mostly
consisting of housewives with relevant experience. But because this
bank also maintained regular employees performing customer service
and sales functions at a second tier within its regular employment
system, they were relatively early and active in converting the
permanent fixed-term tellers to standard status. In the past few years,
about 2,000 tellers either have been or are waiting to be converted to
standard status within the second tier through performance evaluation.
The regular customer service sales workers are mostly women. There
have been some claims of discrimination by regular workers because
the job duties often overlap those of the first-tier sales jobs, which are
filled mostly by men at the branch level. The potential for such
conflicts remains a challenge to be resolved. In addition, some
administrative workers as well as fixed-term workers directly hired by
the call center are still hanging in the balance, as the company has yet
to decide between outsourcing and continued direct hiring. Their
multitier approach, which mostly serves managerial strategy, has not
been fully adopted because of union opposition.

Conclusion
This paper discussed the impact of the Act on Protection, etc. of
Fixed-Term and Part-Time Employees that went into effect in July
2007 by examining some related cases. The Act is an important
turning point in the employment relations of nonstandard workers,
but it is premature at this point to assess its impact on the macro
labor market beyond the employment relations of nonstandard
workers. Nor is such an assessment within the purview of this paper.
The implementation of the Act is still in its very early stages, so much
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so that no data are available for more precise analysis. But it is
apparent that for the banking sector, at least, the Act was enough to
give a push to what had been a slow process of internalization of
fixed-term workers initiated by collective bargaining and managerial
strategy. And statistics seem to indicate that the trend of replacing
permanent workers with nonstandard workers has come under
control since the Act went into effect, at least in large companies.
This paper traced the paths of diversification of corporate
strategies in handling fixed-term workers before and after the Act,
identifying the changes over time. The cases introduced in this paper
cannot be generalized to the overall situation after the Act, because
they are limited to large companies, in particular those customer
service sectors that are of sound financial standing at the moment.
And because this paper focused on “temp-to-perm transition cases” it
gave little space to issues such as outsourcing, which is spreading in
the service sector as well. Despite these limitations, these cases also
demonstrate some changes in employment relations strategies,
especially those of large companies, which had been for some time
moving toward the replacement of permanent workers with
nonstandard workers.
Clearly, the decision or implementation of temp-to-perm transition
cannot be made possible through legislation alone. Such a transition is
likely to take place, and to take root, when there has been sufficient
preparation between labor and management, and when implemented
gradually. Furthermore, many of the cases hinted that the appropriate
solution can be found only when the organization-specific business
environment and industrial relations are fully considered. In other
words, there is no one-size-fits-all solution. A good example is the
job-separation policy, the use of which was spreading through the
financial sector as a remedy for discrimination controversies. Some
banks experimented with the policy and decided that it was not right
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for their organization. Another implication is that both labor and
management’s flexible bargaining approach and respect for each other
will be tremendously helpful in finding the best solution for an
organization. In many organizations, the lesson learned is that a
gradual, step-by-step solution based on mutual compromise is more
realistic. Although the cases do show that the Act has had
considerable impact on organizational and behavioral choice, giving
momentum to shift in some cases, its true effect is seen from the
actual polices selected by each organization and their efforts to break
away from conventional practices.
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Industrial Relations in 2009: Outlook and
Policy Tasks
Hoon Kim

Introduction
The industrial relations outlook for 2009 does not look bright. The
U.S.-triggered downturn is casting a dark shadow over the economy
in general, as well as the labor market. Growth is slowing not only in
the United States and Europe but also in developing nations, and a
worldwide recession is expected. This will in turn put a dent in export
and domestic demand in Korea, further prolonging the downturn
(Korea Ministry of Strategy and Finance, 2008).
The Bank of Korea (BOK) forecasts a 2% GDP growth for this
year, while the government expects a 3% growth, assuming that there
are a number of stimulus policies that prove to be effective. If the
Korean economy grows by 2% as predicted by the BOK, job growth
will be 0.2% in 2009, down 0.4 percentage points from 0.6% in 2008,
while the unemployment rate will increase from 3.2% to 3.7% (KLI
estimate). Statistically speaking, the unemployment rate does not
increase dramatically, because the Korean economy tends to see a
jump in the economically inactive population at downturns, but the
perceived rate already seems to be nearing a dangerous level. As the
This is a translated version of a paper published in the Monthly Labor Review (KLI, January
2009).
Senior Research Fellow, Korea Labor Institute.
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real economy deteriorates rapidly, companies have already started
downsizing, through voluntary retirement or reduced recruitment,
and such a move is likely to spread throughout the nation’s industries
in the first half of this year.
Depending on the government’s response to the employment crisis,
it is also possible that industrial labor relations (labor-management
and labor-government) will take a turn for the worse this year. The
following section will review the overall labor organization and labormanagement dispute trends, the new government’s labor policies
(direction and focus), and the policy tasks that the government should
focus on this year.

Labor Organization and Industrial Disputes
According to the Korea Ministry of Labor (MOL, 2008b), the
union organization rate as of 2007 was 10.8% (total membership
1,688,000), which represents a slight increase since the legalization of
the civil servants’ union, but the rate is likely to continue to trend
downward overall in the future. And the decentralized bargaining
structure (centered on large companies) remains strong. Unions with
fewer than 100 members make up 65.9% (3,363 units) of the total
number, but their combined membership is only 6.3% (119,606) of
total union membership (see Table 6-1). In contrast, only 3.6% (183
units) of unions have over 1,000 members, but they account for as
much as 70.1% (1,183,968) of overall membership.
In terms of organizational structure, company-level unions are still
the dominant form. But in terms of membership, supracompany
unions (industrial or regional/occupational) surpassed the majority
mark for the first time as of 2007, accounting for 51.3% of all union
members (see Table 6-2). Although such industry-level organization is
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an ongoing trend, elements of decentralization still remain where
wages and working conditions are determined at the individual
workplace level. A case in point is the metal union, for which there
are dual levels of bargaining, at the industry and at the company.
Table 6-1. Labor Organization by Membership
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Table 6-2. Supracompany Labor Organization: Changes in Units and Membership
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Industrial relations in Korea are perennially tagged with
“confrontation and conflict.” But as Table 6-3 shows, the numbers of
disputes and lost workdays per 1,000 workers have declined since
2004, indicating that relations are becoming more stable. The slight
increase in loss of workdays in 2008 is due to labor-government strife
that occurred when the central organizations entered general strikes
over political or social issues, such as U.S. beef imports, and
individual units were called upon to participate. There was also the
metal union’s strike at workplaces that did not participate in industry-
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level bargaining.
Although there is a general trend toward stability, there remains a
tendency for disputes from indirect employment relations (dispatch,
in-house outsourcing, etc.) that failed to be dealt with inside the
existing industrial relations framework, exacerbating and prolonging
the situation (e.g., the cases of Kiryung Electronics, Koscom, E-Land).
Table 6-3. Industrial Disputes Since 1997
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Note. Data for 2008 is as of November 30. From Korea Ministry of Labor.

In 2009, movement toward industry-level organization is likely to
gain momentum. The Federation of Korean Unions (FKTU) is not as
enthusiastic as the Korean Confederation of Trade Unions (KCTU)
about industrial organization, but if current labor laws persist after
2010 and wage payment to full-time union officials is prohibited,
industrial organization may be the key challenge that determines its
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future. The KCTU aims to fully convert to industrial organization by
2010. It is demanding the formation of an employers’ group and the
participation of large companies in industry-level bargaining, signaling
that the bargaining structure, a major point of contention at industrial
bargaining so far, will be put to the test again.
In addition to the issue of bargaining structure, the agenda is likely
to go beyond individual companies. Reduction in actual work hours
and job-sharing (to address the employment crisis), industry-level
wage increases, conversion of nonstandard workers to standard status,
employment welfare for nonstandard/small-to-medium-sized enterprise
(SME) workers through an industrial solidarity fund, and an industrial
minimum wage are issues with social implications that will be placed
on the bargaining table. Once industrial organization gains speed,
labor is likely to strengthen demand for a legal institution of industrial
bargaining, which will inevitably lead to conflicts with employers who
have been complaining of the inconvenience of dual bargaining and
dual strikes.
All in all, 2009 is shaping up to be a landmark year for labor
relations in Korea, as it will determine whether the company-level
organization will remain or give way to industrial organization.

Labor Policies of the New Government
The so-called MB-nomics seems to follow essentially the same lines
as the policies of the previous two administrations, as they share
elements of neoliberalism such as market-first principles, privatization,
and liberalization. If there is a difference, it is that MB-nomics is
committed to going beyond market-friendliness, toward businessfriendliness. In other words, it will actively seek deregulation to
improve the investment climate, which in turn is hoped to create jobs
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and high growth. MB-nomics can be described as a business-led
growth paradigm, as it assumes that the government’s role is to build
the legal/institutional infrastructure necessary for businesses to freely
invest and lead growth.
In March 2008, the five major business organizations—the Korea
Employers’ Organization, the Federation of Korean Industries, the
Korean Chamber of Commerce, the Korea International Trade
Association, and the Korea Federation of Small and Medium
Business—recommended 267 reform tasks to the government (Korea
Ministry of Knowledge Economy [MKE], 2008), including some that
address labor issues. Reflecting these recommendations, the MKE
defined a vision of becoming “the best place in the world to do
business” with the following policy objectives: (a) establish fair and
reasonable market rules, (b) minimize corporate regulations, and (c)
provide more efficient corporate support. It also presented 5
principles and 13 tasks for reform in the area of industrial relations, at
both the industry and company levels. Its (draft) labor deregulation
plan broadly reflects the views of the employer, spelling out no wage
for full-time union officials, the integration of bargaining channels
(across industrial and branch unions), full acceptance of replacement
workers, extension of the maximum contract period (before
conversion to standard status) of fixed-term workers, and revision of
worker dispatch legislations to a negative list system (see Table 6-4).
The KCTU vehemently criticized the five business organizations’
deregulation proposal, claiming that they were “taking advantage of
the deregulation policies of the Lee Myung-Bak administration to
reveal their naked greed without showing even a pretense of social
responsibility.” The FKTU, in policy alliance with the ruling party,
also did not hide its displeasure: “They are under the misunderstanding that they can freely offer anti-social demands just because the
Lee administration is proclaiming business-friendliness.”
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Meanwhile, the MOL in its presidential briefing in March 2008
presented three basic tasks in line with the new government’s vision
Table 6-4. MKE’s (Draft) Labor Deregulation Plan
1SJODJQMF

5BTL

%JSFDUJPO

ⴗ 3VMFPGMBXJOJOEVTUSJBM
SFMBUJPOT

&ODPVSBHFEJTQVUFSFTPMVUJPOCZUIFQBSUJFTUIFNTFMWFT
NJOJNVNHPWFSONFOUJOUFSWFOUJPOFYDFQUJOVOMBXGVM
BDUJWJUJFT
3FWJFXXBZTUPTVQQPSUCVTJOFTTFTUIBUDPNQMZXJUI
ⲲOPXPSL OPQBZⲳQSJODJQMF TVDIBTQSPWJEJOH
JODFOUJWFTUPFODPVSBHFJOEJWJEVBMDPNQBOJFTⲱ
DPNNJUNFOUUPMBXBOEQSJODJQMFT
ⴘ "EWBODFEGSBNFXPSLPG 8BHFGPSGVMM
5IFQSJODJQMFPGOPXBHFGPSGVMMUJNF
JOEVTUSJBMSFMBUJPOT
UJNFVOJPO
VOJPOPGGJDJBMTXJMMFOBCMFIFBMUIJFS
CFGJUUJOHHMPCBMTUBOEBSET PGGJDJBMT
MBCPSNBOBHFNFOUSFMBUJPOTXJMMCF
JNQMFNFOUFEQFSFYJTUJOHMBX "SU 
"SU 5SBEF6OJPO"DU 



ⴙ -FHBMJNQSPWFNFOUJO
EJTBEWBOUBHFPVTSFWJTJPO
PGFNQMPZNFOUSVMFTUP
MJOLKPCTFDVSJUZBOE
XBHFTZTUFN 

#BSHBJOJOH
DIBOOFMGPS
QMVSBMVOJPOT

5JNFXJMMCFHJWFOGPSWPMVOUBSZ
DIBOOFMVOJGJDBUJPOCFUXFFOVOJPOT
JODBTFPGGBJMVSFMFHBMMZNBOEBUFE
VOJGJDBUJPOXJMMCFJNQPTFE
$IBOOFMVOJGJDBUJPODPVMEJODMVEF
SFHJPOBMBOEJOEJWJEVBMCSBODIFTPG
UIFJOEVTUSJBMVOJPO VOEFSSFWJFX 

3FQMBDFNFOU
XPSLFST

1SPWJTJPOTGPSⲲOPSFQMBDFNFOUXPSL
EVSJOHTUSJLFTⲳBSFOPUTVJUBCMFGPS
HMPCBMTUBOEBSETPSFRVBMCBSHBJOJOH
QPTJUJPOCFUXFFOMBCPSBOE
NBOBHFNFOUJNQSPWFNFOUSFWJFXFE
EFMFUJPOPG"SUPG5SBEF6OJPO"DU  

6OJPOTIPQ
BHSFFNFOU

6OJPOTIPQQSPWJTJPOT DBWFBUJOQBSB
 "SU 6OJPO"DU UIBUPWFSMZQSPUFDU
VOJPOTVOEFSSFWJFXGPSEFMFUJPO

3FWJTJPOPGFNQMPZNFOUSVMFTGPSUIFXPSTFXJMMCF
EFFNFEWBMJEFWFOXJUIPVUDPOTFOU GSPNXPSLFS
HSPVQT JGDPOTJEFSFEOFDFTTBSZGPSCVTJOFTTSFBTPOTPS
DPOTJEFSFESFBTPOBCMFCZTPDJBMOPSNT VOEFSSFWJFX  
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Table 6-4. (Continued)
1SJODJQMF

5BTL

ⴚ *NQSPWFNFOUJO
'JYFEUFSN
OPOTUBOEBSEXPSLFSMBXTUP XPSLFST
DSFBUFKPCT 

ⴛ *NQSPWFNFOUJOMBCPS
TUBOEBSEMBXTJO
DPOTJEFSBUJPOPGHMPCBM
MBCPSFOWJSPONFOU

%JSFDUJPO
&YUFOTJPOJONBYJNVNDPOUSBDUQFSJPE
UP–ZFBSTJOUIFOFBSUFSNGMFYJCJMJUZ
UPCFDPOTJEFSFEPOBTUFQCZTUFQCBTJT 

%JTQBUDI
XPSLFST

&YUFOTJPOJONBYJNVNDPOUSBDUQFSJPE
UP–ZFBSTJOUIFOFBSUFSNGMFYJCJMJUZ
UPCFDPOTJEFSFEPOBTUFQCZTUFQCBTJT
5PJOUSPEVDFBOFHBUJWFMJTUTZTUFNUP
EFGJOFUIFTFDUPSTPQFOGPSEJTQBUDIXPSL 

.JOJNVN
XBHF

"MMFMFNFOUTDPOTJEFSFEOPSNBMXBHF
JODPNQFOTBUJPOGPSXPSLTIBMMCF
JODMVEFEJOUIFDBMDVMBUJPOPGNJOJNVNXBHF 

'MFYJCMFXPSL

:FBSMZGMFYJCMFXPSLIPVSTZTUFNUPCF
JOUSPEVDFE VOEFSSFWJFX  

1BJEXFFLMZ
PGGEBZT

1BJEXFFLMZPGGEBZTUPCFTXJUDIFEUP
OPOQBJE VOEFSSFWJFX 

5FSNJOBUJPO

.POFUBSZDPNQFOTBUJPOSFRVFTUFECZ
UIFFNQMPZFSTIBMMCFBMMPXFEVOEFS
DFSUBJOSFRVJSFNFOUT 

Note. From How to Upgrade the Economic Paradigm, Korea Ministry of Knowledge Economy,
2008.

for an “advanced first-rate country”: (a) advanced industrial relations,
(b) a vibrant labor market, and (c) a labor administration that serves the
people. When the cabinet announced the “5 national policy directions,
20 national policy strategies and 100 national policy tasks” in October
2008, the MOL (2008a) accordingly came up with detailed policy
tasks as well as a suggested timeline.
In relation to one of the national policy tasks, “creating a mutually
beneficial culture of industrial relations” under the strategy of
“dramatic improvement in investment climate,” the MOL defined
detailed activities under two categories: (a) creating a new culture of
industrial relations and establishing the rule of law in the labor market,
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and (b) upgrading labor standards. There are seven detailed activities
under the first category: spreading labor-management cooperation
and supporting workplace innovation, supporting labor management–
private government partnership within regions, improving the
efficiency of central social dialogues, building a well-structured
industrial-dispute management system, improving labor and
management roles to establish reasonable collective bargaining
practices and industrial action, improving related laws and institutions
such as the integration of bargaining channels for plural unions, and
creating a trust index in industrial relations. Under the second
category there are three activities: improving the reasonableness of
the minimum-wage system, improving the nonstandard worker laws
(adjusting maximum contract period, etc.), and upgrading hiring/
wage/work-hour paradigms.
In the presidential briefing for 2009 operational planning, the MOL
once again declared its commitment to finish within the first half of
this year such tasks as extending the maximum contract period of
fixed-term/dispatch workers, increasing the sectors open for dispatch
work, and improving the plural union/full-time official system in
order to “transform labor laws and the industrial relations paradigm
to be more job-friendly in order to overcome the current economic
crisis, promote the economy, and build a sustainable foundation of
job creation” (MOL, 2008d). In addition, the MOL is planning to
“enhance flexibility in labor standard laws governing hiring/wage/
work hours” through methods such as “easing the criteria for
downsizing,” with the aim of strengthening corporate competitiveness,
reducing gaps among workers, and improving job security/creation.
Although the battle line is not yet drawn, if the MOL does pursue
deregulation according to its stated plans, conflicts between labor and
government may be unavoidable.
“Establishing the rule of law” in industrial relations appears to be
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another “brand name” of the new government. The government’s
position is that consistent legal implementation (with zero tolerance)
is necessary to accumulate the social capital of labor-management
trust and improve predictability in labor relations. Given that the rule
of law, along with deregulation, is a core part of the government’s
mission to “revive the economy by upgrading industrial relations,”
such a position is likely to be maintained beyond this year.

Policy Tasks for Industrial Relations in 2009
Union Pluralism and No Wage for Full-Time Union Officials
Provisions for plural unions in the workplace and no wage for fulltime union officials were deferred for 13 years (until 2010) through a
tripartite compromise. The MOL is planning to legislate these
provisions in the first half of 2009, and if they are deferred again in a
political compromise between labor, management, and/or government
(e.g., a trade-off between maximum fixed-term contract-period
extension and no wage provision deferment), it will be against the
government’s commitment to the rule of law in industrial relations
and could be subject to public criticism that it constitutes neglect of
government duties. In developing and implementing the legal
framework, there should be two approaches: (a) improving the quality
and competitiveness of industrial relations, and (b) minimizing
government intervention under the principle of self-governance and
self-determination.
Regarding union pluralism, unions strongly called for it in 1996,
when it was under discussion at the Industrial Relations Reform
Committee, citing the following reasons: it best embodies the spirit of
the constitution and ILO Convention No. 87, which ensures freedom
of association; “it will lay the basis of development for a democratic
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labor movement by encouraging competition in goodwill between
unions”; and without it, “freedom to organize and freedom to choose
a union” will still be limited (Industrial Relations Reform Committee,
1996).
Both the FKTU and KCTU demand that once union pluralism is
allowed, integration of bargaining channels should be left to the
unions themselves. But there is a slight difference in their positions.
The FKTU places more emphasis on the no wage for full-time union
officials issue, whereas the KCTU is concerned that if all companylevel unions are included in channel integration, industry-level
bargaining itself could lose strength. It is from this position that the
KCTU is seeking to legislate industrial bargaining, in order to spell
out the obligation to participate in industrial bargaining, the minimum
standards required, and expanded effectiveness of collective
agreements.
Meanwhile, the business sector is taking the U.S.-type exclusive
bargaining representation as the benchmark for the method of
channel integration, and is reviewing ways to regulate against
collective union actions, such as recognitional picketing, that it
considers to be unfair labor practices.
Regarding channel integration, there has been extensive discussion
on various issues (see Table 6-5), and a number of methods have been
reviewed, such as majority representation and proportional representtation (Tripartite Commission for Social and Economic Development,
2008). But the method of integration is best left to the parties
themselves to set their own rules of the game in consideration of the
different positions of labor-labor or labor-management as well as cost
and benefits. Should a blanket method be imposed across the board,
it may actually increase the administrative burden rather than reduce
bargaining costs, and even undermine the purpose of union pluralism
itself, which is to encourage goodwill competition between unions.
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Along with union pluralism, the issue of wages for full-time union
officials (i.e., union members who are fully dedicated to union
activities while maintaining their status as company employees) has
been deferred for over 10 years since 1997, when the Trade Union
Act was enacted. The general legal interpretation is that wage payment
to full-time union officials is an unfair labor practice by the employer
(as an act to control the union; Lee, 2008) and that the issue should
be deferred no longer, if only to establish union autonomy and the
fair rules of the game. Wage payment should be prohibited beginning
in 2010, but it should be accompanied by a time-off scheme for union
activities to mitigate any negative impact from full implementation.
Moreover, wage payment to full-time officials of supracompany
unions should be prohibited as well, as it has no legal basis and is
incompatible with global standards.
If wage payment is fully prohibited, unions at SMEs, or those
companies with fewer than 300 employees, are likely to disintegrate
and to be absorbed by industrial unions, as they are not financially
capable of paying their full-time members. Labor implies that if wage
payment is prohibited, the labor movement itself, or at least unions,
will collapse, but company unions being absorbed into industrial
unions does not mean the complete collapse of union functions.
From a purely bargaining-cost perspective, this outcome may actually
be beneficial, as it could significantly reduce the burden on SMEs that
comes from dual bargaining. For unions as well, if they were to pursue
standardization of working conditions beyond corporate boundaries, it
will be necessary to actively seek occupational/ regional coordination.
But the problem is with the unions at large companies with more
than 1,000 employees, which account for only 3.6% of the units (183)
but 70.1% of the membership (1,183,968). On the other hand,
confusion or conflicts arising from union pluralism and no wage for
full-time union officials may be not as serious as expected at these
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large workplaces. There has been a general trend toward mutual
cooperation in the past few years, which the economic crisis is likely
to strengthen.
Table 6-5. Main Points of Contention in Bargaining Channel Integration
*TTVF
/FFEUPVOJGZ
CBSHBJOJOHDIBOOFMT 

"SHVNFOUTBOE$POUFOUJPO

'SFFCBSHBJOJOHEFNBOEFECZ,$56
"HSFFXJUIUIFOFFEGPSJOUFHSBUJPO',56 FNQMPZFS
HSPVQT HPWFSONFOU FYQFSUT 
4DPQFPGCBSHBJOJOH
"MMVOJPOTXJUIJOUIFXPSLQMBDF JODMJOEVTUSJBMVOJPO
DIBOOFMJOUFHSBUJPO 
CSBODIFT JOEVTUSJBMVOJPOJODSPTTCBSHBJOJOH 
/POSFEVOEBOUPSHBOJ[BUJPOTBSFOPUJODMVEFEJOUIFJOUFHSBUJPO 
*OUFHSBUJPONFUIPE 
'SFFEJTDVTTJPOCFUXFFOUIFQMVSBMVOJPOTUBLFTQSJPSJUZ
.BKPSJUZSFQSFTFOUBUJPO VOJPOXJUINBKPSJUZPGNFNCFSTUP
CFUIFSFQSFTFOUBUJWFXIFOUIFSFJTOPOF UPCFTFMFDUFE
UISPVHIBWPUF 
1SPQPSUJPOBMSFQSFTFOUBUJPO SFQSFTFOUJOHSJHIUBMMPDBUFEJO
QSPQPSUJPOUPNFNCFSTIJQ DVSSFOUMZBEPQUFEBUUFBDIFSTⲱ
BOEDJWJMTFSWBOUTⲱVOJPOTOFFEUPEFGJOFEFUBJMFEQSPDFEVSF
BOESVMFTBCPVUBMMPDBUJPOPGCBSHBJOJOHSFQSFTFOUBUJWFTBOE
EFDJTJPONBLJOHBNPOHSFQSFTFOUBUJWFT 
1BSUJDJQBUJPOCZTVQSB /PUJODMVEFEJOUIFFWFOUPGJOEVTUSZMFWFMCBSHBJOJOH
DPNQBOZVOJPOJO
*ODMVEFEBUDSPTTCBSHBJOJOH
DIBOOFMJOUFHSBUJPO 
.BOEBUPSZJOUFHSBUJPOFWFOBUJOEVTUSZMFWFMCBSHBJOJOHGPS
UFBDIFSTⲱBOEDJWJMTFSWBOUTⲱVOJPOT 
&GGFDUJWFOFTTPGTFQBSBUF (FOFSBMPQJOJPOJTUIBUTFQBSBUFBHSFFNFOUTCFUXFFOQMVSBM
BHSFFNFOUTCFUXFFO
VOJPOTBOENBOBHFNFOUBSFOPUWBMJE 
MBCPSBOENBOBHFNFOU
-FHBMTUBUVTPG
#BSHBJOJOHQBSUZUIFCBSHBJOJOHSFQSFTFOUBUJWFIBTUIF
CBSHBJOJOH
SJHIUTUPCBSHBJO TJHOBHSFFNFOUT SFRVFTUSFMJFGBHBJOTU
SFQSFTFOUBUJWFT 
VOGBJSMBCPSQSBDUJDFT DPOWFOFWPUFTPOJOEVTUSJBMBDUJPOT
NBKPSJUZPQJOJPO 
#BSHBJOJOHNBOBHFSEFMFHBUFTCBSHBJOJOHSJHIUTUPUIF
CBSHBJOJOHSFQSFTFOUBUJWFBCPWFSJHIUTCFMPOHUPJOEJWJEVBM
VOJPOT 
#BSHBJOJOHPOPCMJHBUPSZ #BSHBJOJOHSFQSFTFOUBUJWFIBTUIFSJHIUUPPCMJHBUPSZQBSU
QBSU 
NBKPSJUZPQJOJPO 
#BSHBJOJOHSFQSFTFOUBUJWFIBTUIFSJHIUUPOPSNBUJWFQBSUPOMZ
*OEJWJEVBMVOJPOTIBWFUIFSJHIUGPSDFSUBJOJUFNTJOUIF
PCMJHBUPSZQBSU 
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Table 6-5. (Continued)
*TTVF
$PVOUJOHUIFNFNCFST 

5FSNPGSFQSFTFOUBUJPO 
DIBOHFJOTUBUVT 
&OTVSJOHFGGFDUJWFOFTTPG
GBJSOFTTPCMJHBUJPOPG
SFQSFTFOUBUJWF 
$POGMJDUJODPMMFDUJWF
BHSFFNFOUT 

&NQMPZFSⲱTVOGBJSMBCPS
QSBDUJDFPGEJTDSJNJOBUJOH
CFUXFFOQMVSBMVOJPOT 

"SHVNFOUTBOE$POUFOUJPO
5ISPVHIDIFDLPGGJTTVFTXJUIOFXVOJPOTBOE
VOJPOTXJUIOPDPMMFDUJWFBHSFFNFOU
5ISPVHIBENJOJTUSBUJWFPGGJDFEJGGJDVMUUPJEFOUJGZ
JODSFBTFEFDSFBTFJONFNCFSTIJQ
5ISPVHI-BCPS$PNNJTTJPOJODSFBTFEXPSLMPBEGPS
UIF$PNNJTTJPO 
/FFEUPEFGJOFUFSNPGSFQSFTFOUBUJPOSFWPDBUJPOPG
SFQSFTFOUBUJWFTUBUVTJOFWFOUTPGOPODPOGJEFODFPS
CSFBDIPGEVUZ
*OBEFRVBUFQSPUFDUJPOPGNJOPSJUZVOJPOTGSPN
QPUFOUJBMEJTDSJNJOBUJPO
/FFEBOJOTUJUVUJPOBMNFDIBOJTNUPFOTVSF
FGGFDUJWFOFTTPGUIFPCMJHBUJPOPGGBJSOFTT 
8IJDIUBLFTQSFDFEFODFJOUIFFWFOUPGDPOGMJDUT
CFUXFFOJOEVTUSJBMBHSFFNFOUBOEDPNQBOZMFWFM
BHSFFNFOUSFBDIFECZUIFCBSHBJOJOHSFQSFTFOUBUJWF
)JFSBSDIJDBMQSJPSJUZ PSBQQMJDBUJPOPGNPSFGBWPSBCMF
DPOEJUJPOT 
%JTDSJNJOBUJPOJODPMMFDUJWFBHSFFNFOUBQQMJDBUJPO
/FFEQSPWJTJPOTBHBJOTUJOEJWJEVBMEJTDSJNJOBUJPO
BHBJOTUNFNCFSTPGBDFSUBJOVOJPO 

Comparing the number of strikes by umbrella organization, the
striking unions overwhelmingly belong to the KCTU (around 85%), a
consistent trend in the past few years. Thus from an overall
perspective, “confrontational and contentious industrial relations”
seem to be mainly the problem of KCTU workplaces. The large
unions affiliated with the KCTU tend to exhibit anomalous
characteristics, in which they ideologically follow the class
confrontation theory (i.e., seeing labor-management relations as a
hostile class confrontation in which interest coordination is an
impossibility) but internally seek to maximize interests as standard
workers. Such contradictory and anomalous movement leads to
collusive labor-management relations and other negative effects at
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large workplaces, which should be eliminated literally for the sake of
“advanced industrial relations.” To a certain extent, the conflict and
confusion arising from the prohibition of remuneration to full-time
union officials should be taken as necessary transition costs as we
shift to a new balance to “improve the quality and competitiveness of
industrial relations” in the new and changing environment.
Labor-Management Cooperation and Workplace Innovation
The keyword in industrial relations policies in 2009 is “workplace
innovation.” On December 12, 2008, President Lee Myung-Bak
emphasized at a national competitiveness conference that “the global
economic crisis should be an opportunity for us to redefine our
industrial relations.” Workplace innovation is the core policy
instrument to do just that, to transform the “total framework of the
industrial relations paradigm” (from “confrontation and distrust” to
value-creating relations based on “trust and cooperation”).
Since the financial crisis of the late 1990s, employers (especially
large companies and the public sector) have countered labor’s militant
business unionism with externalization of employment, which
precludes skills accumulation. Such a strategic choice by both labor
and management resulted in a decline in employment quality and in
social polarization. Thus the starting point for “restructuring of the
labor market” should be to undertake workplace innovation in which
external inflexibility (job security) is exchanged for internal flexibility
(wage/work hours/functions) to create a virtuous cycle of higher
management efficiency, better job security, active human resources
(HR) investment, and high performance. Incidentally, flexibility in
wage and work hours is the key to sharing jobs in a job crisis.
As both nonmanufacturing and manufacturing suffer worsening
profitability as a result of sluggish domestic demand and export
slowdown, respectively, there is a high likelihood that industrial
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disputes will erupt in 2009 following personnel restructuring. But at
the same time, there will be a higher level of awareness and consensus
on the need for labor-management cooperation and concession
bargaining to ensure companies’ survival and job retention during the
economic downturn. Employers, having learned lessons from the past
financial crisis, seem cautious about cost-cutting through forcible
downsizing, which means that labor might voluntarily and actively
accept workplace innovation.
For its part, the government plans to “actively pursue social
consensus to encourage job security efforts by individual companies,”
as stated in the 2009 Economic Policy Direction (Korea Ministry of
Strategy and Finance, 2008b), but such social consensus should be
bottom-up, not top-down. The government needs to clearly define
active labor-management cooperation through workplace innovation
that aims to enhance corporate competitiveness (or innovation
capability) and quality of working life as its policy direction. This also
means that it is necessary to strengthen the organic linkage between
existing labor-management cooperation programs with a focus on
workplace innovation to maximize the synergy effect and more
effectively disseminate the culture of cooperation (see Figure 6-1).
Promoting regional labor-management-private-government partnership
The impact of the economic crisis will be felt in different shapes
and sizes by region. Central policies will be highly limited in
addressing regional issues and maximizing each region’s potential and
capability to promote the economy. To adequately deal with the
economic crisis, localized policies should be developed and
implemented with involvement and partnership by local economic
players (such as labor, management, the private sector, and
government).
Regional partnership councils can play vital roles in spreading the
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G
Figure 6-1. Organic interactions of labor-management cooperation programs (example).

culture of cooperation and creating a bottom-up social consensus for
workplace innovation. The government foresees a prolonged
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economic downturn. Until there are signs of recovery, regional
partnership councils should be fully dedicated to “promoting the
regional economy to overcome the crisis” so that the councils go
beyond the basic function of thawing industrial relations and building
trust. Both the central and local governments should provide the
necessary support for the councils to develop practical solutions and
alternatives to promote the regional economy. For example,
operational expenses could be funded for a council that deals with
issues of common industrial interests in each region (e.g., HR
reallocation and training after industrial restructuring, work-hour
reduction and job-sharing, mutual cooperation for large companies
and SMEs, job-seeking and livelihood assistance for the unemployed).
In addition, the councils’ roles in overcoming the crisis could be more
Table 6-6. Step-By-Step Role of the Regional Partnership Council for Economic Recovery


%FTDSJQUJPO

.FUIPE

"OBMZTJT "OBMZ[JOHUIFSFHJPOBMQPTUDSJTJT
BOE FDPOPNJDJOEVTUSJBMFNQMPZNFOU
EJBHOPTJT TJUVBUJPO
"OBMZTJTPGNBKPSJOEVTUSJBMUSFOET 
KPCTJUVBUJPO JOEVTUSJBMSFMBUJPOT
*EFOUJGZJOHUIFJTTVFTBOEDBVTFT
TUSVDUVSF SFTQPOTJCJMJUZ EVSBUJPO
%JBHOPTJTCZTVCSFHJPOBOE
JOEVTUSJBMTFDUPS

4UBUJTUJDBMBOBMZTJT
3FTFBSDIBOBMZTJT
BOEBEWJDFGSPN
QSPGFTTJPOBM
JOTUJUVUFT
4QFDJBMJ[FE
EJBHOPTJTTVDIBT
4805BOBMZTJT

3FTQPOTJCJMJUZ
6OJWFSTJUJFT 
SFTFBSDIJOTUJUVUFT
-BCPSNBOBHFNFOU
HSPVQT

⳨
4FFLJOH 4FFLJOHTPMVUJPOTUPQSPNPUFUIF 1SPGFTTJPOBM
TPMVUJPOT SFHJPOBMFDPOPNZBOEFBTFUIF
SFTFBSDI
KPCDSJTJT
4PDJBMEJBMPHVF
4ZTUFNBUJDTFBSDI TUSVDUVSF 

SFTQPOTJCJMJUZ EVSBUJPO 
*OEVTUSJBM TFDUPSBMTFBSDI
⳨

3FHJPOBM
QBSUOFSTIJQDPVODJM
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Table 6-6. (Continued)


%FTDSJQUJPO

%FGJOJOH 3FHJPOBMQBSUOFSTIJQ
TPMVUJPOT BHSFFNFOU
%JSFDUJPOQSPNPUJOH
SFHJPOBMFDPOPNZ
+PCSFUFOUJPOBOE
DSFBUJPO
.VUVBMMZDPPQFSBUJWF
JOEVTUSJBMSFMBUJPOT
$PPQFSBUJPOGPSSFHJPOBM
TLJMMTEFWFMPQNFOU

.FUIPE
$POTVMUJOHGSPN
SFHJPOBM
FNQMPZNFOUFYQFSU
4PDJBMEJBMPHVF

3FTQPOTJCJMJUZ
-PDBMHPWFSONFOU
6OJWFSTJUJFT SFTFBSDI
JOTUJUVUFT
-BCPSNBOBHFNFOU
HSPVQT
/(0T

⳨
&YFDVUJPO 3FHJPOBMQSPKFDUTJO
BDDPSEBODFXJUIUIF
FYUFOUPGDSJTJTBOE
SFHJPOBMDIBSBDUFSJTUJDT
#ZBSFB JOEVTUSZ 
FNQMPZNFOU TLJMM 
JOEVTUSJBMSFMBUJPOT 
1IBTFCZQIBTF
FYFDVUJPOCBTFEPO
QSJPSJUZ

*NQMFNFOUJOH
QPMJDZQSPHSBNT
#VJMEJOHOFUXPSLT
GPSQPMJDZ
JNQMFNFOUBUJPO


-PDBMHPWFSONFOUBOE
SFMBUFEPSHBOJ[BUJPOT
-BCPSNBOBHFNFOU
HSPVQT


⳨
'FFECBDL .POJUPSJOHPG
JNQMFNFOUBUJPOBOE
QFSGPSNBODF
&WBMVBUJPOPGSFTVMUTBOE
BDIJFWFNFOUT
&WBMVBUJPOGFFECBDL
*TTVFJEFOUJGJDBUJPOBOE
TPMVUJPOT
%JTTFNJOBUJOHBOE
NBYJNJ[JOH
BDIJFWFNFOUT

*NQMFNFOUBUJPO
NPOJUPSJOH
&WBMVBUJPOBOE
BOBMZTJT
'FFECBDL

.POJUPST /(0T 
1SPGFTTJPOBMFWBMVBUJPO
BHFODJFT VOJWFSTJUJFT 
SFTFBSDIJOTUJUVUFT 
-PDBMHPWFSONFOU SFMBUFE
BHFODJFT
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clearly structured for more effective operation: for example, (a)
analyzing/diagnosing the situation, (b) seeking solutions, (c) defining
the solutions, (d) executing those solutions, and (e) evaluating and
providing feedback (see Table 6-6).
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7

Formation of Social Enterprise Policy
and Prospects for Social
Enterprises in Korea
Hye-Won Kim

Introduction
The past decade has seen a rapid increase in interest in social
enterprises in Korean society. One visible sign is the Social Enterprise
Promotion Act of 2006, which gave rise to many certified social
enterprises in 2007. In Europe and the United States, social
enterprises have been touted since the 1990s as a new solution to
social issues. In Asia, Korea has become one of the leaders in terms
of social enterprise growth.
This paper will look into the background that led to the Social
Enterprise Promotion Act and explain the current situation and
challenges facing social enterprises in Korea. To understand Korean
social enterprises, it is necessary to understand how the related
policies were created. Much of this paper is devoted to explaining
such processes: that is, how civil society’s antipoverty campaigns and
the government’s public works program joined forces during the
financial crisis, turning into a social work program, which was then
turned into social enterprise policies.
To understand the current situation and prospects for social
Senior Research Fellow, Korea Labor Institute.
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enterprises in Korea, it is also necessary to understand which of the
determinants were most dominant in shaping a social enterprise. This
study uses a demand-supply framework to identify such factors. It
reviews which type of factors—demand or supply—was the leading
driving force and analyzes each factor to see which were the most
important and which will become more important in the future. By
doing so, it will reveal which type of social enterprise will thrive in
Korea.
This paper is structured as follows. In “Literature Review,” some
conceptual issues are briefly reviewed, followed by a literature review
regarding the types of social enterprise and their characteristics by
country. Some gaps in the research are observed. “History of Social
Enterprise Policies in Korea” explains how social enterprise policies
were formed in Korea. To understand Korean social enterprise
policies, we must understand the social work and social service
expansion programs. “Social Enterprises of Korea: Current Status and
Challenges” diagnoses the reality of Korean social enterprises as well
as some of the major challenges facing them. Using a demand-supply
framework, it explains why there has been such growing interest in
social enterprises in Korea and identifies which factors need to
improve in order to create a better environment. “Conclusion”
summarizes the study.

Literature Review
It is not easy to define a social enterprise. Even the Organization
for Economic Cooperation and Development (OECD; 1999), which
presented an overview of social enterprises, noted that there is no
universally accepted definition of the term. But often mentioned is
the definition by Defourny (2001), who defined social enterprises
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according to four economic criteria and five social criteria. The
economic criteria are (a) continuous activity of the production and/or
sales of goods and services, (b) a high level of autonomy, (c) a
significant economic risk, and (d) the hiring of paid workers. The
social criteria are (e) an explicit aim of providing community and
public benefits, (f) citizen initiative, (g) decision making not based on
capital ownership, (h) stakeholders’ participation in decision making,
and (i) limited distribution of profit. Borzaga and Defourny (2001), a
study by the European Research Group (EMES), was formed at the
behest of the European Commission to conduct an international
comparison of social enterprises. Using the earlier study’s definition,
this study identified the organizations that fulfill its criteria in 15
European Union (EU) member countries and compared their
characteristics.
Another definition often mentioned along with that of EMES is
that used by the government of the United Kingdom (UK). In the
UK, a social enterprise is defined as “a business with primarily social
objectives whose surpluses are principally reinvested for that purpose
in the business or in the community, rather than being driven by the
need to maximise profit for shareholders and owners” (DTI, 2002).
The EMES economic criteria match the above definition, but of the
social criteria, only (e) an explicit aim of providing community and
public benefits and (i) limited distribution of profit are included,
whereas decision making by or the participatory nature of
stakeholders are not.
The difference in how one defines a social enterprise does not
merely reflect a simple difference in views between researchers; rather,
it is related to what the researcher believes to be important among all
the different characteristics and organizational types of social
enterprises that exist in different countries. Kerlin (2006) summarized
the different views by grouping them into two camps: the European
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view and the Anglo-American view. Many of the social enterprises in
Europe (especially in Italy) developed as cooperatives, and as a result
European researchers tend to emphasize stakeholders’ participation in
decision making and democratic operation. In contrast, in the United
States and the UK, social enterprises grew out of NGOs, social
welfare institutions, or foundations, thus shaping the views of AngloAmerican researchers, who place more emphasis on innovative social
entrepreneurs than on democratic operation.
How social enterprises develop in a certain country is largely
influenced by unemployment (of the disadvantaged), the demandand-supply mechanism of social services, and the history and tradition
of the third sector. Salamon and Anheier (1998), Ascoli and Ranci
(2002), and Jeong et al. (2007) mostly explored the development
patterns of the third sector, whereas Kerlin (2006) focused more on
comparing the Anglo-American and European development types.
Kim (2008) looked at the factors that influence social enterprises’
development by country. According to that study, in the leading social
enterprise countries such as the United States, the UK, and Italy, it is
commonly found that there is no strong government intervention in
the form of active labor market policies. In the absence of such
policies, voluntary efforts by the private sector serve to fill the
vacuum, efforts that laid the groundwork for social enterprises. The
demand-and-supply mechanism of social services is also an important
factor: if the government’s fiscal expenditure is low, if more is
outsourced to the private sector than is directly handled by the
government, or if there is active provision of subsidies to the users,
social enterprises have bigger roles to play. The organizational
tradition in the third sector also spells the difference in the
organizational types of the social enterprises in these three countries,
and the organizational type that is strongest in each country
determines the legal status of social enterprises in that particular
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country, as well as the types of support organizations in place.
Social enterprises are active in many different fields, but they can
be largely grouped into work integration social enterprises (WISEs)
and social service enterprises. But such typology is conceptual only; in
reality many social enterprises exist as hybrids. For example, there is a
social enterprise that provides social services while employing the
disadvantaged.
Then does the emphasis on democratic decision making make a
difference in the organizational type, WISE versus social service
enterprise? No close correlation is found between the two. For
example, in Italy social enterprises are grouped into A and B, and
both are of the cooperative organizational type, and both employ
democratic decision-making processes. Furthermore, there is no clear
difference in the development path between WISE and social service
enterprises in Europe and Anglo-America. Within Europe, France has
a higher proportion of WISEs led by self-support companies, whereas
Italy has a higher number of social service enterprises. In the United
States, there are widespread cases of social enterprises that hire the
disadvantaged, such as those with disabilities and those who suffer
from drug addictions, as paid employees, and social services are
provided in the form of corporate activities by nonprofit
organizations, some of which grew into social enterprises.
As seen in the case of developed countries, social enterprises come
in different shapes. The discussion and study on social enterprises in
Korea, at least in the beginning, were led by the European perspective,
which emphasizes democratic decision making, and were particularly
focused on WISE. Early discussions were led by civil society, which
undertook community-based antipoverty campaigns from the 1970s
and 1980s or unemployment initiatives during the financial crisis; these
programs focused on the social economy and on social enterprises as
the main players in the social economy (Kim, 1999). Along with the

Formation of Social Enterprise Policy and Prospects for Social Enterprises…

167

National Basic Livelihood Protection Program, self-help programs
were initiated as an important pillar of the national welfare policy, and
one of the steps toward successful accomplishment, the “self-help
community,” was little different from a producers’ cooperative or
social enterprise.1 The self-help community fulfills the economic and
social criteria specified by EMES, especially the principle of
democratic operation, and its type would fall under WISE.
Roh et al. (2005) illustrated well the discussion on social enterprises
centering on self-help programs that resulted from joint studies by
on-field antipoverty activists and researchers at national research
institutes. Social enterprises are emphasized as the means by which
the economically disadvantaged can escape poverty on their own, and
within social enterprises their decision-making rights are highly
valued.2 Jang (2004) and Eom (2008) also emphasized the value of
social economy and solidarity economy. In comparison, there is
growing discourse emphasizing social enterprises as the business arm
of nonprofit organizations (NPOs), or social innovation activities by
social entrepreneurs. Jeong (2004), while accepting the DTI (2002)
definition (p., highlighted the need to introduce business management
techniques in NPOs. Han (2005) summed up a social organization as
one having the ability to demonstrate social improvement and
business results, competition, and innovation, and emphasized the
importance of social entrepreneurship.
So far in Korea, most of the discussion has centered on the
concept itself, cases of developed nations, and the desirable models
1
2

Hwang (2005) interpreted the Korea Ministry of Health and Welfare’s self-support programs
as the public acceptance of the producer cooperative model long aspired to by civil society.
According to Roh et al. (2005), a social enterprise is “a democratic economic organization
whose members can easily participate in the important decision-making process, that is
ideologically based on human-centric and social solidarity philosophy, realistically aims to
overcome unemployment through work integration and provide social services, and
functionally serves as a self-help, self-sustaining organization” (p. 304).
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for Korea’s social enterprises, leaving many gaps that still need to be
filled. First, there has been no analysis from the actors’ context and
policy context of why social enterprises became an important policy
agenda in Korea. 3 In the United States and Europe, changes in
welfare and labor market policies and the initial conditions of the civil
society significantly influenced social enterprises, and the same would
apply in Korea. The “History of Social Enterprise Policies in Korea”
section of this paper attempts to provide an explanation along that
line. Second, previous studies failed to use a theoretical framework
that integrates various factors in evaluating the present and future of
social enterprises. This study is the first to use the demand-supply
framework presented in Young (2007) in attempting to explain
Korea’s social enterprises. Although there is not enough empirical
evidence, it is meaningful in that it identified several implications by
taking a comprehensive look at a number of different factors. There
should be a follow-up study at a later date to validate whether the
assumptions of this study can be empirically supported.

History of Social Enterprise Policies in Korea
Social Work Program
To understand Korea’s social enterprise policies, one must first
understand the social work program initiated by the Participatory
Government inaugurated in 2003. The program began as a pilot
project by the Korea Ministry of Labor (MOL) in 2003. Funding was
allocated from the supplementary budget in the amount of 7.5 billion
Korean won for the MOL. But in 2004, the amount jumped to 78.7
3

Eom (2008) is the only study that has done so, but even then it gives only a fairly detailed
explanation of the development of the Social Enterprise Promotion Act, without
considering the broad policy context.
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billion for six Ministries.4 The budget has continued to increase since
then, to almost double, or 146 billion won, in 2004; quadrupling to
678.2 billion won, in 2006; doubling again, to 1.2945 trillion, in 2007;
and increasing by an additional 300 billion won, to 1.5749 trillion, in
2008 (see Table 7-1). With the increased budget came increased
coverage, and the number of participants also increased, from 15,000
in 2004 to over 220,000 in 2008.
Table 7-1. Trends in the Social Work Program
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Because the social work program is undertaken at different
Ministries in different forms in parallel, it is not easy to sweep them
under one type. The most common of these programs is the type that
delivers social services. Even among social services, there are different
projects such as those that address child care, education, patient care,
the environment, and culture. One thing that sets the social work
program apart from traditional government social welfare service
policies is its emphasis on creating jobs for the employmentdisadvantaged. There are projects specifically designed to create jobs
for the disadvantaged, but even for projects that primarily aim to
deliver social services, there is a requirement that the disadvantaged
be allowed to participate. Although the social work program
emphasizes jobs for the disadvantaged, it also differs from the public
works program that operated during the financial crisis. The public
4

The official amount as in 2005 was 84 billion Korean won, but social job creation for
women and the elderly was not included, as they do not fit the purpose of the social service
work program.
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works program was created by the government, and came to an end
when fiscal expenditures for it ended, but the social work program
aspires to go on beyond that.
Initiated in 2003, the program did not begin as just another idea
from a civil servant. It was initiated and expanded by policy
intervention by the private sector, especially civil society, which had
long been trying to turn poverty and unemployment into social
agenda. After the 1997 financial crisis, the Korean government opted
to use public works projects to address the mass unemployment crisis.
But instead of local governments doling out jobs, the projects were
commissioned to civil society organizations (CSOs) fighting poverty.
The CSOs taking part in the projects agreed that a one-off public
works program could not eradicate poverty and highlighted the need
to create sustainable and secure jobs. They focused on the discussion
ongoing at the time regarding the social economy and social
enterprises of Europe that took on a new life in the 1990s (Hwang, 2005).
Jobs created from the public works program were temporary, were
maintained only through fiscal support, and would disappear as soon as
the government support ended. Among the CSOs there was a
growing consensus that for such jobs to have long-term potential,
they must be backed by a social economy like the one in Europe as
well as by organizations in which the participants could be active
members—in other words, social enterprises.5
The first time the term “social work” was used in a public forum
was in 2000 at the International Forum on Overcoming Poverty and
Unemployment: Promoting Self-help Programs and Creating Social
Work. Although the term social work did not explicitly indicate social
enterprises, it conveyed the awareness of the time that there must be
efforts and initiative by civil society to break the cycle of rising
poverty and unemployment and that sustainable jobs must be
5

For a detailed explanation of social economy, see Eom (2008).
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provided to the disadvantaged (Kim, 2000; Roh, 2000). But the
question was how to ensure sustainability of the jobs, which also left
the government’s role in a haze.
Until 2002, the CSOs concentrated on self-help programs. These
are programs designed to connect jobs to the beneficiaries of the
National Basic Livelihood Security System, Korea’s primary public
assistance program. The self-help programs were designed under the
“work first principle,” which stated that beneficiaries of livelihood
assistance who are able to work should not receive unconditional
assistance. The programs were commissioned to grassroots
organizations that had been active in the field fighting poverty. Selfhelp promotion agencies were founded in cities, counties, and towns
throughout the nation, with secure funding from the government.
But self-help programs were limited to the beneficiaries of basic
livelihood assistance, which covered only those in extreme poverty, or
those in the bottom 3%, leaving the remaining poor population in a
blind spot. Moreover, with secure funding from the government came
greater pressure to show actual cases of success. But because the
National Basic Livelihood Security System has an incentive structure
that discourages work, its beneficiaries had very little motivation to try
to escape beneficiary status, and the self-help success rate hovered
barely around the minimum level. To break out of the stalemate, the
projects were extended to the poor who are not beneficiaries. But the
change did little to improve the program’s success rate.
The social work program was expanded to other Ministries starting
in 2004, mainly because of the so-called employment shock in 2003.
After overcoming a severe recession caused by the financial crisis, the
Korean labor market experienced mounting insecurity following the
increase in unstable employment types such as fixed-term contracts
and indirect employment. Then in 2003, with the economy still
growing at 2%, the total number of employed actually decreased,
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resulting in the aforementioned employment shock. There were now
real concerns about possible “jobless growth.” As there were worries
that a simple rise in the growth rate would not automatically lead to
job creation, a government-led job creation program for the lowincome class was offered as a solution.
What should be noted here are some of the characteristics of the
MOL’s approach as it led the social work program. These
characteristics already showed signs of potential evolution into social
enterprise policies in the future. First is that funding for labor costs
was provided for each person. Second is that specific projects were
not predetermined by the government, but were left to the private
NPOs to create and develop. Third, the priority was on projects that
had a social mission but which were likely to be financially selfsufficient. Fourth, priority was given to networked projects—that is,
those that were linked with the private sector or local governments.
Although other Ministries did not follow the MOL’s approach such
as it was, these principles were some of the core elements in all social
work programs, and their remnants remained in social enterprises,
either as strengths or as weaknesses.
The MOL’s social work program also had some noteworthy
distinctions in terms of the participating organizations. Past work
projects were led by CSOs who carried on the tradition of the
antipoverty movement, and they also secured the leadership position
in self-help projects in the 2000s. The MOL’s projects did include
these antipoverty and unemployment CSOs. But they also included
many more organizations, such as democracy movement groups,
human rights organizations, cooperative associations, and voluntary
social service organizations. As democracy spread throughout Korean
society, there were visible limitations in movements that focused only
on social agenda, and these organizations became interested in
delivering social services in their communities. But they were not able
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to expand into the new desired areas, because of financial and
material shortages. The MOL’s social work program was the impetus
that took their nascent programs to the next level.
Social Service Expansion Strategy
Under the Kim Dae-Jung government, a new social welfare
program was introduced (the National Basic Livelihood Security
System) as well as a new job-creation program (the public works
program). Both programs came as a response to the financial crisis.
As the Korean economy moved out of the financial shock, the public
works program was significantly reduced, while the Livelihood
Security System became more established as an institutional
mechanism. But it was far from sufficient to address the income gap,
which worsened considerably during the financial crisis, and the
challenges faced by the low-income population.
Thus the succeeding government, of President Roh Moo-Hyun,
launched a job-creation program for the low-income population in
addition to the livelihood security beneficiaries, under the belief that
jobs can lead the way out of poverty. And the jobs in this case were
not simply for public works, but for social service delivery. Because of
the job slowdown shock in 2003, the social service sector received
much more attention as an area with high job-creation potential.6
But in terms of the share of employment out of total employment,
an international comparison shows that the Korean social service
industry remains at a very low level. As of 2003, the OECD average
was that 21.7% of all employed worked in social services. But in
Korea the average is only 12.6%. Such a low job share of the social
service industry, especially of the health and welfare sector, appears to
indicate that Korea’s fiscal expenditure was concentrated in economic
6

See Kim, Ahn, and Cho (2006) for details regarding the social service industry, such as the
definition, roles, and determinants of the share of employment.
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programs, whereas social security remained a low priority.
Because the social service industry tends to be labor-intensive, it
was touted as the industry with abundant potential for job creation. It
can contribute in particular to creating semiskilled jobs for
restructured workers because the required level of expertise for such
jobs is not very high. The social work program was intended to
expand into the social service area because of such job-creation
potential. Indeed, it was considered to be a project that could catch
two rabbits: it would provide a new source of income for the lowincome population who participate in the project, and the services
rendered by the project would reduce the expenses required by the
poor who receive such services.

Figure 7-1. Social service job share in OECD countries (as of 2003). From Kim,
Ahn, and Cho (2006), p. 15, Figure 2-2, based on raw data from ILO
(http://laborsta.ilo.org/).
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In 2006, or the third year of the social work program, some
government officials discussed reevaluating the program (Uh, Roh, &
Kim, 2006). There were growing social concerns that although the
program was providing jobs and social services to the disadvantaged,
it would last only as long as the fiscal expenditure would allow. To
better structure the projects that had been led by different Ministries
independently from each other, the government installed the Social
Service Improvement Task Force under the Korea Ministry of
Planning and Budget, designating it as the oversight body for all such
projects.
The fact that the organization overseeing all social work projects
was named the “Social Service” Improvement Task Force, rather than
the “Work Project” Improvement Task force, has important
implications. It hints that there was a general consensus within the
government that the social work program could not continue for long,
and that it should be replaced by an expansion of social services. In
that sense, it can be said that there was a policy shift in the social
work program in the second half of 2006, from job creation to social
service expansion.
One indicator of such a policy shift is that the program’s name was
changed from the Social Work Program to the Social Service Work
Program in 2007. The Roh Moo-Hyeon government, which had
consistently emphasized jobs or work issues from 2004 until 2007,
found it difficult to remove “work” from the program’s name. But to
indicate the change in policy, it did use a clearer expression, “social
service,” rather than the somewhat vague “social.”
Another sign of the policy shift is that the 2007 social service work
program included many voucher projects. The existing social work
program consisted of the government funding of the wage per person.
But in 2007, the Korea Ministry of Health and Welfare significantly
increased voucher projects in which users are allowed to choose the
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services and the provider receives funding after the fact according to
the users’ choice. But the voucher program was not one in which the
wage subsidy was guaranteed—the participating providers, through
their own activities, would secure vouchers, and with them the wage
subsidy. Thus the voucher program cannot be categorized as a work
program with funding for labor cost.
Led by the Social Service Improvement Task Force, the
government seriously considered some policy issues regarding the
method of social service expansion. These issues can be summarized
as follows (Kim, 2007). First is whether it was meaningful to continue
creating jobs through the social service work program because they
were low-paying jobs sustained by government assistance. Critics
pointed out that if such jobs were discontinued when government
assistance ended, they would be little different from public works, no
matter how good the services they provided. Second is whether the
services should target only the low-income population or whether
they should broaden to include the middle class. This issue regarding
the scope of social service users (whether it should be universal or
selective) remained an ongoing controversy for some time. The third
issue is whether to provide the subsidies to providers or to users.
Given the social welfare reforms in developed countries, there was
widespread agreement within the Korean government and academia
to use the market. This led to growing interest in the voucher
program, which strengthens the users’ choice.
Putting aside the Roh Moo-Hyeon government’s answers to these
questions, the fact that they were debating these issues at all indicated
that Korea stood at the threshold of becoming a true welfare state.
These questions were possible because the policy shifted toward
social service expansion. But the government failed to come up with
specific and systemic answers to these three issues. And as 2007 was
its last year in power, time was not on its side.
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Enactment of the Social Enterprise Promotion Act
There is another important milestone in the transition from the
social work program to the social service expansion strategy that must
be mentioned: the Social Enterprise Promotion Act, which was
enacted in late 2006, right in the middle of the transition. The bill
passed the National Assembly on December 8, 2006, and was
announced as law by the MOL on January 3, 2007. It went into effect
on July 1, 2007, and as of December 2008 has been in effect for 1
year and 6 months.
Looking back to the legislation’s chronology, it was first proposed
as the Bill on Establishment and Promotion of Social Enterprises by
National Assemblyman Young Jin (Grand National Party) on
December 9, 2005. The government was already in agreement on the
need to provide legal support for social enterprises, and it prepared its
own bill jointly with Won-Sik Woo of the ruling Woori Party and
officially submitted it to the National Assembly as the Bill on Support
for Social Enterprises on March 23, 2006. The fact that the ruling and
opposition parties proposed similar bills reflects that there was a
consensus on the need to foster social enterprises. The National
Assembly’s Standing Committee on Environment and Labor held a
public hearing for the two bills on April 19, 2006, to gather expert
opinion, then passed them to the Subcommittee on Legal
Deliberation to seek Committee’s alternatives to the bill.
As the National Assembly set out to seek alternatives to the bills,
there was also lively social discourse outside of the Assembly. Some
CSOs, led by self-help organizations, formed the CSOs’ Solidarity for
Development of Social Enterprises (hereinafter “Solidarity”) and
announced the Bill on Promotion and Support for Civil Society’s
Social Enterprises on August 24, 2006.
The Environment and Labor Committee came up with its own
alternative, a mixture of Jin’s and Woo’s bills. The overall framework
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seems to take after Woo’s bill, with parts of the contents coming
from Jin’s. The Solidarity bill contributed little to the Committee’s
alternative-seeking. The Committee passed the Bill on Promotion of
Social Enterprises on November 24, 2006, which finally passed
National Assembly deliberation on December 8, 2006, as mentioned
earlier.
It should be noted that during the legislation process Solidarity was
not able to lead the discussion, although the organization had a
tradition of advocating for unemployment and poverty issues. The
lead organizations participating in Solidarity were self-help project
groups. These are the organizations that had been continuously
raising poverty as an issue even before the financial crisis, and they
conducted nationwide self-help projects after the National Basic
Livelihood Security Act was enacted. It is an interesting question
indeed why Solidarity was left on the margins of the legislative
process for the Social Enterprise Promotion Act instead of taking
center stage. The following observations may help find the answer.
First, the Solidarity bill proposed the cooperative model as the
basic organizational principle. But it was criticized as being too
idealistic, since the cooperative movement never produced a
successful model although it had been undertaken sporadically within
civil society for a long time since the country’s liberation. Thus the
bill failed to contribute much to the National Assembly’s Standing
Committee on Environment and Labor.
Second, the legislation was led by the MOL, whereas the Korea
Ministry of Health and Welfare (MOHW) remained passive
throughout the legislative process. The fact that the MOHW
remained on the sidelines when it was likely that social enterprises
would play an important role in health and welfare services gives rise
to the suspicion that the MOHW perhaps understood social
enterprises to be deliverers of MOL’s services. Solidarity was closely
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related to the MOHW’s self-help projects, and the Ministry’s
noninvolvement appears to have limited Solidarity’s intervention as
well.
Between the MOL and CSOs’ Solidarity were many issues on
which the two disagreed. Whereas the MOL emphasized the role of
social enterprises as deliverers of social services in the government’s
effort to expand social services in general, Solidarity emphasized its
role in overcoming the social marginalization of the disadvantaged.
The Social Enterprise Promotion Act distinguishes between two types
of social enterprises: social service enterprises and WISEs. And it
includes special provisions for financial assistance to social service
enterprises. The MOL’s giving such priority to social service
enterprises is closely related to the government’s shift in policy
explained in the previous section (the policy shift to social service
expansion). In comparison, Solidarity placed more importance on
work integration of the disadvantaged or community integration
along the tradition of the unemployment and poverty movement.
The MOL and Solidarity also differed on the government’s role in
relation to job creation by social enterprises. The MOL called for the
financial independence of organizations participating in the social work
program, emphasizing the temporary nature of government support.
In fact, it presented a clear principle in its selection criteria, excluding
financially nonindependent organizations and giving priority to
organizations or approaches that could enhance financial independence.
But Solidarity emphasized the government’s responsibility to help the
disadvantaged.
Discussion on social enterprises in Korea was led by CSOs
working to overcome poverty and unemployment of the
disadvantaged, and later on materialized as a policy program called the
social work program. But around 2006, the social work program was
modified to place greater emphasis on social service expansion rather
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than on work integration of the disadvantaged. Such a change ended
up weakening the leadership position of the antipoverty movement
and the self-help project groups, while increasing the role for the
CSOs seeking to turn into community social service providers as well
as new social welfare groups. As social service expansion became a
policy agenda and vouchers (subsidies for users) were expanded, there
was a growing need for competent and reliable social service
providers, resulting in the speedy enactment of the Social Enterprise
Promotion Act and support policies compared with other countries.

Social Enterprises of Korea: Current Status and Challenges
Demand-Supply Framework
This section examines the current situation of social enterprises in
Korea and tries to forecast their future. Young (2007) presented an
approach that can provide a comprehensive explanation for the
various aspects of social enterprises using an economic framework.
Young argued that a social enterprise should be understood based on
a demand-and-supply analysis of the services that are provided
through the organizational type such as a social enterprise. The
underlying perspective of the argument seems to be that there is a
market for social enterprises, or more accurately, social enterprise
activities.
Let us first look at the demand side. A social enterprise engages in
profit-making activities while pursuing social missions. Profit-making
activities naturally imply market competition with profit-oriented
organizations. Thus an important question is why there would be
demand for products of social enterprises when they can be produced
by profit-seeking companies. This question can be answered from the
perspective of each demand subgroup: consumers, corporations, and
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the government.
First, consumers may wish for ethical consumption. For example,
if the products they purchase give job opportunities to those who
otherwise would not find employment, they may feel that their
purchases provide additional utility. The fact that by buying a
particular product they can help an organization with a social mission
could differentiate the product from others of its kind even if it has
the same functions. Furthermore, consumers may choose to purchase
a social enterprise’s product because they feel they can trust its quality.
Although such trust for social enterprises may lack objective grounds,
for products with a high level of information asymmetry there may be
less objective difference in the quality, which may back up such trust
for social enterprise’s products.7
It is not only individual consumers who demand social enterprise
activities; corporations do, as well. By supporting social enterprises, a
company can associate its image with a particular social mission,
acquire social implications for its own products, and even encourage
greater devotion from its employees. It can also establish friendly
relations with the general public. In the long run, such support can
ultimately lead to profit maximization.
As for the government, it is an important user of social enterprise
activities. It purchases those activities not only by providing direct
funding but also by signing contracts that outsource some of its
operations to the private sector. Furthermore, it can also indirectly
consume social enterprise activities by providing support to the main
users of social enterprises, such as the disadvantaged.
One important issue in relation to the government is whether its
own activities are in replacement relations with social enterprise

7

Hansmann’s theory of contract failure (1986) best explained this. As for the theoretical
basis for consumers’ preference for nonprofit organizations or social enterprises that limit
profit distribution or cooperatives based on participatory decision making, see Kim (2009).
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activities. The government can compete with social enterprises by
delivering those services itself, or it can strike complementary
relations by providing financial resources to social enterprises so that
they may produce those services themselves. The issue here is
whether the social enterprise can have a comparative advantage over
the government. Theories abound regarding the comparative
advantage of a social enterprise, but not all of them are valid in all
areas. Depending on the service area, the advantage may belong either
to the social enterprise or to the government. This is because the
government’s direct production incurs costs for management/
supervision and administration/procedure, whereas outsourcing to
the private sector incurs costs for provider selection and follow-up
supervision. Which type of costs outweighs the other depends on the
service area, as does the question of to whom the comparative
advantage belongs (Blank, 2000).
To sum up the demand side of social enterprise activities,
individual consumers may demand them out of desire for ethical
consumption and uncertainty over quality due to information
asymmetry. Corporations could demand them as part of their social
contribution activities or social responsibility with long-term strategic
goals. The government would turn to social enterprises if outsourcing
turns out to be more efficient.
Even if there is demand for social enterprises, there will be no
market if such enterprises do not exist. The existence or supply of
social enterprises (activities) will be first determined by the emergence
or existence of social entrepreneurs. It is also affected by the supply
of labor to social enterprises, labor of both kinds: unpaid labor such
as volunteers, and paid labor (who could have chosen employment in
a profit-seeking corporation instead of a social enterprise). In addition,
the investors who provide funding for social enterprises also have a
significant impact on their activities.
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The existence of social entrepreneurs, volunteers, and donors is a
tell-tale sign that people are interested not only in monetary benefits
but also in nonmonetary ones. When there is preference for
nonmonetary benefits, resource input into social enterprise activities
can grow if there is better compensation for behaviors that seek
nonmonetary benefits. For example, if there are more tax breaks for
donations, social enterprise activities can increase.8
Current Status
Social enterprises emerged during the process of trying to resolve
social issues. If there is a social issue, there is bound to exist the desire
or demand to resolve that issue. In the beginning such desire may lie
dormant, and in time give way to a social enterprise. The emergence
of a social enterprise in response to a social issue may take either of
two paths. One is through government funding or private donations
that turn innate demands into real ones. Once there appears a
demand backed by purchasing power, potential suppliers can become
real suppliers. Another way is for an individual or a group to plan a
new social project. They could launch the project within their existing
organization or outside it. As the new social entrepreneur presents
new solutions, potential demand could materialize into real demand,
gathering various types of support. The first is demand-driven, and
the second, supply-driven. Generally speaking, the development of
social enterprises in Europe is considered demand-driven, and in the
United States, supply-driven (Young, 2007).
Differences between the United States and Europe do not end here.
8

This explanation assumes that companies, workers, and investors who become involved
with social enterprises have different preference systems from those on the profit-seeking
side. But even if everyone has the same preference system, people’s behavior may still be
different between organizations with different compositions. It is from such behavioral
differences that social enterprises may obtain comparative advantage. See Kim (2009) for
more details.
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There are differences in historical context as well (Kerlin, 2006). That
there was growing interest in social enterprises even in developed
countries in the 1990s is most closely related to changes in the
governments’ welfare policies. Major developed countries saw their
welfare reduced and privatization increased. In Europe, governments
used to respond to welfare demands through the direct provision of
services. But amidst the welfare reduction trend, government’s direct
service began to lose ground. In addition, government subsidies to
traditional charity organizations or social service institutions were
reduced, while competitive bidding for government outsourcing
contracts increased. These changes in the environment created bigger
demands for social enterprise activities, leading to the emergence of
social enterprises.
If in Europe government’s direct provision of social services
played an important role, in the United States outsourcing to the
private sector has become a longstanding practice. In the United
States, social enterprise activities increased as a result of bigger
welfare spending in the form of greater choices for consumers, not
more outsourcing to the private sector. In such areas as medicine,
education, community development, and employment, users’
subsidies such as vouchers and tax breaks grew rapidly. In a policy
environment that provides greater choice for consumers and
increased user subsidies, competition with profit organizations
intensified. NPOs responded to such competition by actively
adopting the management techniques of business organizations,
leading to social enterprise activities.
Let us now review the drivers for social enterprise activities in
Korea, and which proved to be the dominant ones, from the
perspective of demand and supply. First, on the demand side, there is
little evidence that ethical consumption increased among individual
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consumers.9 However, there has been a steady increase in demand
for social services, as well as interest in more reliable providers. But it
is doubtful whether the current demand for social enterprise activities
in Korea is based on subjective or objective trust on the part of
consumers. Last, there is much more interest in corporate social
contribution activities, as well as in corporate social responsibility. But
there are few instances in which such interest has led to corporate
support for social enterprises.10 Although no strong drivers can be
found among individual consumers and companies to stimulate social
enterprise activities, the Korean government became an important
user. This trend will not be further explained here, as the detailed
descriptions in “History of Social Enterprise Policies in Korea” on
the increase in social work programs, the social service expansion
strategy, and the Social Enterprise Promotion Act seem to suffice.
From the supply side, it is difficult to say that there was a big
increase in the number of social entrepreneurs, who devise innovative
solutions to social issues. Although there was hardly any numerical
increase, there have been some signs of change in terms of who they
are. In addition to the existing antipoverty and unemployment groups,
the CSOs that had heretofore concentrated on social issues also
began to pay attention to the provision of social services and jobs for
the disadvantaged. 11 And in addition to the conventional social
service deliverers, new types of expert-led organizations began to
emerge in the expanded market environment. In the area of
cooperatives, while workers’ or producers’ cooperatives seem to be at
a standstill, consumers’ cooperatives are fast rising as a new player.
9

10
11

Ethical consumption is expressed by such trends as the fair trade movement, demand for
recycled products, and consumer cooperatives. It is true that there has been a steady
growth in fair trade and consumer cooperatives’ sales, but the overall size is still minimal.
Kyobo Life’s support for the Dasomi Foundation and SK Telecom’s support for the
Happiness Sharing Foundation are the best examples. See Yang (2008).
According to Kwak (2008), among the social enterprises certified in 2007, 11.8% started
out with self-help projects. In comparison, 49% developed through the MOL’s social work
program (in which more diverse CSOs were involved).
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Although volunteerism continues to spread throughout Korean
society, it does not appear to be spreading rapidly to social enterprise
activities. Social enterprises mostly require expert volunteers, while in
Korea experts’ volunteerism is yet to be organized. Donations are
steadily increasing, but there is no evidence that those for social
enterprise activities exceed those for charitable organizations.
Overall, it becomes apparent that the increase in social enterprises
in Korea is demand-driven, and that the government provides the
bulk of the demand. On the supply side, there are some new players
coming to the fore, but they have yet to create a clear and specific
success model.
The fact that government policies are leading the development of
social enterprises is similar to the European experience, as explained
earlier. But the details reveal some differences. First, whereas in
Europe social enterprises emerged as welfare programs were being
downsized, Korea is currently expanding welfare, at least for the midterm. With ageing of the population came much greater political
pressure to expand welfare, a direction shared by both conservatives
and liberals to a certain degree. The reason why there is interest in
social enterprises in Korea even as it tries to expand welfare is that
increases in welfare spending will be done through private-sector
outsourcing or consumer subsidies, not by government’s direct
service provision. Consumer subsidy is quickly becoming the
preferred method of the growing welfare budget. The sharp increase
in health and welfare service voucher projects in 2007 is a good
example of such subsidies, as well as other recent social policy budget
expansions, such as the nursery budget that provides differentiated
nursery subsidies, long-term care insurance for the elderly, vocational
skill development vouchers, and work-encouragement tax breaks
(Gilbert & Terrell, 2005).
However, policy makers should beware of such concentration of
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welfare spending on consumer subsidies. For the consumer subsidy
model to succeed, the following factors are necessary: (a) users’ ability
to control service delivery, (b) volume and types of services available
to users, (c) users’ access to appropriate information and support, and
(d) the possibility for users to participate in designing and allocating
the service system. To put it differently, there has to be a positive
answer to all of the following three questions. First, do the service
users have sufficient information? Second, are there enough suppliers
to choose from? Third, is there a feedback mechanism that can reflect
the users’ needs? (Kim, 2005). Unless these elements are in place,
private sector outsourcing or the government’s direct production
would be a better method.
In the United States, where the welfare budget was being cut and
consumer subsidies were increasing, social enterprises grew out of
existing social service organizations as they began to adopt business
management methods and to strengthen their sales activities. But in
Korea, there is not much change to the welfare budget of existing
social service organizations—only the increased amount is being
concentrated on consumer subsidies. As such, existing social service
organizations probably will not face serious financial pressure, and it
is unlikely that many of them will turn into social enterprises; rather, it
is likely that there will be new types of social enterprises or
nontraditional social service organizations seeking to take advantage
of the new market opportunities.
As a result, there have been no visible conflicts yet between social
enterprises and traditional welfare-delivering organizations. While the
former occupies the newly expanded areas, the latter maintains secure
and exclusive outsourcing contracts with the central and local
governments (Kim, 2006). But serious conflicts could erupt if social
enterprises become viable competitors in the government-contract market.
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Challenges
Governments in developed nations are interested in social
enterprises for the following three groups of reasons: first, for their
role as the deliverer of social services; second, for their contribution
to integrating the socially marginalized into the labor market; and
third, for their role in revitalizing underdeveloped regions and
addressing local unemployment and welfare issues. In the preceding
section the role of social enterprises was explained mostly through the
lens of social services, but the first challenge for Korean social
enterprises to be reviewed here is their potential role in integrating the
socially marginalized into the labor market.
The WISE is an area in which much conceptual and policy
confusion exists. The MOL has proclaimed the goal for social
enterprise policy to be job creation, especially for the disadvantaged.
The CSOs that led the antipoverty movement in past decades also
defined job creation for the disadvantaged as an important task for
social enterprises, and they associated such goals with the social
economy and social enterprise activities of Europe. Those who
emphasize the U.S.-type social enterprise model also insist on job
creation for the disadvantaged, citing examples of social enterprises
that hire people with disabilities or youths from disadvantaged
backgrounds. In short, all the leading actors of social enterprise
policies and movement give priority to WISE.
But what the policy makers and other stakeholders do not realize is
that the WISE model in developed countries targets only limited and
specific socially marginalized groups who are not covered under
welfare policies or labor market policies. 12 In Korea, a social
enterprise is talked of as something that can offer solutions to many
different types of disadvantaged groups, such as the unemployed or
12

See Kim (2008).
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the poor. Therefore, much policy burden is being placed on social
enterprises because Korea’s welfare and labor market policies do not
sufficiently reach the disadvantaged.
But a social enterprise is not a policy instrument to address a wide
range of socially disadvantaged groups. What is observed in developed
countries’ experience is that a WISE offers a comparative advantage
only for the groups who are at high risk of structural social
marginalization, such as people with disabilities, those suffering from
drug addiction, youths from disadvantaged backgrounds, former
inmates, immigrants from disadvantaged backgrounds, and defectors
from North Korea. It is necessary to adjust the excessive level of
expectations for social enterprises in Korean society.
The biggest challenge for social enterprise support policies is how
to reform the current support structure, which is based on labor-cost
subsidization. Unlike in other countries, the Korean government
provides direct financial support to social enterprises for wages. This
is a remnant of the policy evolution from public works program to
social work program, then to social enterprise policies. But it is also a
realistic issue because some of the social enterprises depend on such
support methods. To break away from the existing method of
support means to break away from the existing method of creating
jobs. The government should do away with the current method of
subsidizing the wage per person and instead try to increase sales
channels and strengthen the capital market for social enterprises.
It is also necessary to streamline the coordination function within
the central government regarding social enterprise policies. The
existing approach was that once a private-sector organization became
part of a certain Ministry’s delivery system, it would be ensured of
secure funding. But in the case of social enterprises, although the
MOL is taking the lead, the delivery system cannot depend on its
support. The MOL’s policy areas are only a small part of the activities
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of a social enterprise. A social enterprise would be active in the policy
areas of many different Ministries, such as the Ministry of Health,
Welfare and Family Affairs; of Food, Agriculture, Forestry and
Fisheries; of Environment; and of Culture and Tourism. Thus,
support policies for social enterprises should have an indirect
approach that will allow them to coexist with the different Ministries’
respective programs .
The biggest disadvantage of Korean social enterprises today is that
there is very low awareness of their existence, and their biggest
challenge is to secure reliability. The legal foundation that ensures the
reliability of social enterprises is the Social Enterprise Promotion Act.
The core element of the Act is certification of social enterprises. But
one serious flaw in the certification process is the lack of a
mechanism to deal with issues that might arise when a certified firm
voluntarily gives up its certification. This could be a serious problem
for profit-oriented organizations. Let’s say that a profit-oriented
organization is certified as a social enterprise and develops through
government, individual, or corporate support. If the organization
changes its Articles of Incorporation (AOI) and makes it possible to
distribute profits, its social enterprise certification will be revoked, but
the assets that have been formed on the basis of government or
private support cannot be taken away. Such a loophole could make
potential investors and donors wary, which could in turn deter
investment in social enterprises in general.
One way to address the loophole is to make it impossible to change
the AOI of a certified profit-oriented organization. The method of
ensuring this is to install a new corporate status, similar to the
Community Interest Company (CIC) of the UK. At the heart of the
CIC concept is asset lock, which, in the event of liquidation, makes it
impossible for shareholders to take the remaining assets by requiring
that they be donated to charities or other CICs. Korea imposes a fair
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number of restrictions on the profit-seeking activities of NPOs. This
is why many social enterprises prefer the organizational status of
“corporation” under the Civil Code.13 Overlooking the uncertainties
regarding profit and asset disposal of certified social enterprises when
an increasing number of them are legally corporations can be
detrimental to the long-term development of social enterprises. This
is why a new legal status should be considered.
The current certification process also needs to be revisited. Unlike
in other countries, in Korea few social enterprises developed on their
own in the private sector—the government had to take the initiative
to develop them. The idea for certification was conceived out of
concerns that the social enterprise “brand” could be damaged by
some unscrupulous organizations. A strict certification process was
adopted with the intent to protect the trustworthiness of the social
enterprise brand from the beginning, as it is yet unfamiliar in Korea.
But it also led to the misunderstanding that “certification
automatically results in government support,” as well as an enormous
workload and increased administrative burden for the MOL.
Furthermore, the process is not suitable to accommodate all the
creative and diverse social enterprises. It is thus necessary to go back
to the drawing board with respect to the certification system.

Conclusion
The objective of this paper is first to identify the context in which
Korea’s social enterprise policies were developed. The policies
emerged from the tradition of a poverty and unemployment relief
movement that aimed to provide secure jobs to the disadvantaged,
13

As of October 2008, 40% of the 108 certified social enterprises are corporations under the
Civil Code.
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but later on became more like policies to develop reliable providers of
social services, along with the trend toward social service expansion
and greater welfare spending. In particular, given that a big part of the
higher social expenditure (including social welfare services) was
allocated as consumer subsidies, there was a sharp increase in social
interest in developing the providers.
The second objective of this paper is to assess the current situation
of Korea’s social enterprises using a demand-supply framework. The
demand side is divided into individuals, companies, and government,
and the supply side into companies, donors, and volunteers. The
analysis reveals that in the case of the development of social
enterprises in Korea, demand is more important than supply, and of
the demand, the government has the biggest role.
Social services are expected to be at the heart of social enterprise
activities. Going forward, social services will be a secure yet highly
competitive market. Unless they become social enterprises, NPOs are
likely to struggle in a market driven by consumer subsidies. The
reason for this is that they cannot win the competition with profitoriented organizations without being equipped with a business mindset and rationality.14 A “social” corporate nature can be a source of
competitiveness rather than a shackle on corporate activities. By
imposing on themselves such inconvenient behavioral constraints as
limited profit distribution (designed to indicate that they are indeed
pursuing social missions), they could win consumers’ trust.

14

Experience in developed nations shows rising concerns over “mission drift” as social
enterprises continue to grow. Changes in the HR composition of NPOs, growing
competitive pressure over resources, and generous compensation for market success were
some of the factors that altered the internal logic of NPOs, leading them to drift away
from their mission and aim for profit maximization. In social enterprises, such tension
between social mission and profit-seeking will be even more sharply felt. In the 1970s and
1980s in the United States there were concerns over such mission drift by NPOs, and now
such concerns are spreading to European countries, including the UK. But in Korea there
is little need to worry about mission drift, as social enterprises are only in the early stage.
What is lacking in Korea today is entrepreneurship and business rationality.
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This does not mean that all social enterprises must specialize in
social services. The spirit of a social enterprise is innovation; it should
venture into frontiers instead of settling down into safe markets with
secure profits. Social enterprise activities have been led so far by the
government, which intended to support social enterprises as
deliverers of social services. But in reality, social enterprises already
exist in different shapes and forms, and will be even more so in the
future. Of all the demand and supply elements that give rise to a
social enterprise, it is the social entrepreneur that should lead the
social enterprise of the future. For there will be no future for social
enterprises without innovative social entrepreneurs presenting new
solutions to social issues and discovering success models.
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8

Corporate Social Responsibility in the
Asian Context: Local Issues
and Global Standards
Changwon Lee

Introduction: Corporate Social Responsibility in the Asian Context
The tension and conflict that arise from the term “corporate social
responsibility” (CSR) should be distinguished by the following two
concepts. First is the relationship between business and society, and
second is the sense of “responsibility” that appeared against the
concept of charity and philanthropy(Bowen, 1953). Then what is the
relationship between business and society?
The underlying notion is that because a business takes root as part
of a society, its activities are by nature “social,” and that it follows the
behavioral norms of that society, which by and large characterize it
and determine its fate. This theory can also explain why businesses in
the United States, Germany, and Japan display vastly different
characteristics. This is an attempt to understand businesses or markets
as part of a society, as part of its evolution in institutions, rather than
leaving an aura of mystery around businesses or seeing them as a
black box, not to be decoded. Seen in this context, for a business to
exhibit the means of survival or behavioral patterns in response to
social demands or environmental changes is not a moral requirement,
Senior Research Fellow, Korea Labor Institute.
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but a natural phenomenon. In other words, the idea of businesses
interacting with society in a moral dimension is not something that
should stand in conflict with market fundamentalists(Lee, 2008).
The fundamental tension in CSR is derived from responsibility.
From the perspective that a business is driven to profit by the inner
motivation of human “want,” a business’s relationship with society is
limited to following the rules of the game, or complying with laws, no
more and no less. But CSR demands that it do more, and this is
where problems arise. It is at this conflict point that those who stand
by shareholderism take CSR to be vague, burdensome, troublesome,
and even unfair. In Europe or Japan, where stakeholderism is more
widely accepted, the principle that aside from (or more than) legal
obligations, businesses have obligations to faithfully serve social
stakeholders in addition to their shareholders, may be more readily
accepted. But even then, attempts to explicitly order or impose such
obligations may cause tension.
In the end, as a compromise for businesses to accept responsibility,
those who advocate for businesses or their interests take CSR in the
form of self-regulation(Vogel, 2005). They try to approach this as a
model by which businesses can set their own codes or accept part of
the minimum principles, and in which there will not be heavy
penalties or sanctions as a way to force certain results.
Then how is CSR perceived in the Asian context? Narrowing the
discussion to Northeast Asia, at least in Japan “corporate social
responsibility” is a widely accepted concept. When Japanese
businesses dismiss workers, management often blame itself. Japanese
businesses today, in which stakeholders are valued over shareholders,
demonstrate that social responsibility is widely accepted in Japan.
But as for Korea and China, the environment for CSR is highly
uncertain or still evolving. On the one hand, stakeholderism is
embedded in their cultures; on the other hand, there is the strong
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presence of the western tradition that grants a high level of autonomy
for corporate profit-seeking activities. The issue of interest here is
how CSR will progress in Korea and China—will the Asian context
prevail, or will there be a more universal convergence in the course of
globalization?
This paper will review CSR in Asia today, particularly in the area of
labor. Particularly for labor (although it is generally true for CSR),
international standards have been more and more widely accepted in
the past few years. We have yet to see how these standards will be
applied in the areas of socially responsible investment (SRI) or
international commerce and trade, but for a business to claim itself to
be socially responsible in labor, it cannot ignore the basic or essential
standards pronounced by the likes of the United Nations (UN), the
Global Reporting Initiative (GRI), and the International Organization
for Standardization (ISO), as well as the common secondary
guidelines.
Core labor standards are more or less the basic labor rights: that is,
the International Labour Organization (ILO) core labor standards
that have been confirmed by the UN Global Compact and adopted or
discussed by the GRI and ISO 26000.1 They include (1) a guarantee
of the three labor rights (organizing, collective bargaining, and collective
action) based on freedom of association, (2) a ban on forced labor, (3)
a ban on child labor, and (4) no discrimination in labor. “No
discrimination” obviously includes gender discrimination, but it may
also include discrimination based on nationality or disability. The
important secondary standards are (5) responsibility for employment
(in both terms of quantity and quality), (6) industrial safety and health,
and (7) training and education. In addition, (8) responsibility over the
supply chain (related to labor issues) can be taken as a separate
standard that is related to all of the above seven criteria.
1

ISO 26000 is explained later in this paper.
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The Case of Korean Firms in China: From Localization to
Globalization
During the past decade, many Korean firms have invested in China.
For Korean companies in China, localization has been the most
important business goal to survive there. At the same time, cheap
labor has been one of the most important factors to be localized in
China.
However, there have been a number of important changes in the
Chinese labor environment recently. First, there are drastic changes in
the policy environment, especially regarding foreign-invested
companies and labor. Second, Korean firms have started to recognize
the direction of such changes but remain concerned about how much
they can withstand them. Few are capable of adjusting to changes
such as the increase in corporate income tax for foreign companies;
the ban on improvement trade, and the ban on the refund of the
VAT for some improvement trade; greater freedom to establish
unions; pressure for collective bargaining; and stronger requirements
for minimum wages, social welfare, the adoption of labor contracts,
and financial compensation (retirement pay). Indeed, 2007 was a
turning point for labor laws in China. The Labor Contract Act passed
in 2007 is not merely a supplement to the 1994 Labor Act. It includes
new, detailed rules that address individual labor contracts between
workers and employers, as well as provisions on collective labormanagement relations, such as the role of unions, collective bargaining,
and tripartite (labor-management-government) commission. Under
preparation since 2004 and passed in June 2007, this act stirred much
controversy and interest not only within China but in other parts of
the world. The final version that was passed after heated social debate
is significantly different from the initial draft, but at any rate is
generally considered to signal the direction for China’s future policies
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in labor and labor-management relations. That direction can be
summed up as follows: (1) continue to strengthen workers’ rights in
the labor market; (2) pursue long-term stability in the labor market,
together with higher flexibility demanded by businesses; and (3) seek a
balance of power between labor and management and harmony in
labor-management relations by strengthening the role of unions and
collective bargaining. On top of such changes, most companies are
faced with the serious problem of a shortage of skilled workers (Lee,
2006).
This combination of factors are creating a “China risk” for many
Korean companies in China, especially for SMEs. They face a serious
challenge, so much so that there are frequent news reports about
Korean companies going bankrupt and their managers disappearing.
“They are losing competitiveness as a factory but do not have strong
enough competitiveness in the market” is where things stand for
Korean companies in China today. Once called the world’s
manufacturing house, China in 2006 let it be known after the People’s
Congress that it will become the world’s market, not only a
manufacturer, by taking the path toward a “harmonious society.” And
it made it clear that to become the world’s market, its workers should
enjoy a higher income and greater purchasing power so that a market
economy can take root.
Now workers in China are seen as social beings who need to enjoy
a better quality of life and secure jobs, not just as production factors
that aid corporate activities. Guided by the government, the minimum
wage continues to increase to ensure a secure livelihood for workers,
and labor contracts and social insurance remind businesses that all
workers are to be protected, without exception. Local governments
and the central union are vigorously instructing that businesses
without a union must have one.
Now foreign companies are at an important strategic juncture: they
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must operate in China not to secure a production base but to open up
new markets. Many challenges are foreseen for those who run
production facilities in China, such as restrictions on improvement
trade, stronger environmental regulations, higher labor costs, and
stronger labor-management relations.
More so than other foreign companies, Korean companies entered
China to enjoy production benefits rather than its market, taking
advantage of the geographic advantage. Many companies including
SMEs relied on improvement trade, while large companies built
production processes linking Korea and China. This is why Korean
businesses feel particularly pressured by the recent policy changes
announced by the Chinese government.
For the sake of discussion, this paper looks mostly at changes in
China’s labor standards. China was said to be business-friendly when
it came to labor standards, and even encouraged foreign companies to
relocate to China in order to avoid their social responsibility. But now
it is moving toward a very strict set of international standards, by
norm at least (although the completion of such a transition will take
some time). There may be differences in social responsibility (SR) in
labor between Chinese and Korean companies, and between Asian
and western companies (for example, China’s trade unions have a
different nature and play a different role than western ones). But it
cannot be said that Chinese companies or foreign companies in China
have a different sense of responsibility than that prescribed by
international labor standards.

Social Responsibility for Global Players in Asia
The most powerful evidence that SR is becoming more widely and
uniformly accepted throughout the world is the impending
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finalization of international norms on SR, titled ISO 26000. The ISO,
well-known for such international certificates as ISO 9001 and ISO
14001, deals with international standards in the private sector, and is
currently working on ISO 26000 to be presented as a voluntary
standard on SR. Although the ISO has no binding power or
enforcement authority, and no third-party certification will be
required for ISO 26000, most countries and stakeholders agree that it
will be a critical factor in transactions and contracts between
companies and nations. Simply put, they point out that although
everyone felt that CSR was growing in importance, there was no clear
guideline or standard for implementing it. And now they have the
answer.
The ISO’s SR working group comprises not only businesses but
also governments, unions, consumer groups, NGOs, and other
experts who participate on equal footing as stakeholders. If the views
of the different stakeholders are combined and coordinated, they will
inevitably define CSR.
But the concept’s title had to change from CSR to SR, dropping
the C, at businesses’ argument that it is not only companies that
should bear social responsibility. A defined guideline for SR means
that not only companies but governments, unions, and NGOs must
report on their SR performance to the outside world. Furthermore,
because the discussion is about SR not only in one’s own organization
but also in the area of one’s influence (for businesses, it would include
the supply-chain network), a government, for example, as a way to
live up to its SR, could refuse to procure goods and services from
companies with a record of poor SR performance.
This is an extension of the UN Global Compact, which espoused
playing by the norms in the market, as well as of the GRI’s
encouraging companies to voluntarily submit sustainability reports, and
an attempt to create a market based on SR norms. If what we have
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seen so far was an attempt to stem the “race to the bottom,” in which
global environment, human rights, and labor rights were swept aside,
the ISO standard is more active: it encourages a “race to the top” as
the minimum norm to not lose out in procurement contracts,
investment funding, and trade regulations.
Although ISO 26000 will apply to all stakeholder organizations such
as companies, governments, unions, and NGOs, it is clear that it will
have the biggest impact on companies. The likely impact can be
summarized as follows.
First, businesses will have to expend more attention and funds to
maintain relations with major stakeholders, and will have to become
more responsive to counterpart companies’ or governments’ demands for
SR.
Second, not only will they be responsible their own SR, but they
will be held jointly responsible for the SR of their suppliers or partner
companies, or in some cases, as the first-line stakeholder, will have to
provide a guarantee for their SR. Such responsibility is a principle of
the code of conduct campaign (to be reviewed later), but now it will
be applied to all businesses as an ethical standard.
Third, basic labor rights and practices, the most important of ISO
26000’s core issues, in fact stand almost in conflict with the traditional
corporate behavior model and are likely to clash with profit-seeking,
at least for the short term. For example, some companies prevent pay
raises or labor-cost increases by not recognizing unionization and
collective bargaining; for them, following ISO 26000 means a
fundamental change in their business management model. In other
words, there will be a fundamental and mutual conflict of interests
between the capital and labor of the traditional industrial society
model. Overcoming this will require a transition to high-value-added
knowledge labor, which will entail huge costs.
Despite these challenges, for companies (especially large
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companies), ISO 26000 (at least the labor standard) did not come out
of nowhere. Because it is a compendium and extension of the norms
and campaigns regarding CSR so far, it may actually provide
opportunities for companies that are well prepared.
Western multinational companies are capable of investment,
innovation, and reporting for SR, because they have been exposed to
the CSR movement for some time. Thus companies in developing
countries are sure to be disadvantaged under the ISO 26000 regime.
Although it is a “voluntary” standard, if companies from developed
nations make it a requirement for their transactions, most companies
from developing nations, as “vendors,” would have to accept it.
Thus businesses must internalize the ISO 26000 norms so that they
are always ready, rather than dealing with them whenever a situation
arises. The costs for CSR will not hinder a company’s
competitiveness; rather, CSR is likely to strengthen competitiveness in
the long term. The brand that will prevail in the fierce global
competition must have a brand power built upon consumers’ trust.
And the best way to build that trust and to become the product of
consumers’ choice is to create an image as a socially responsible
company. In that sense, CSR may actually be perceived as an entry
barrier built by leading companies.
In particular, because the ever-growing socially responsible
investment (SRI) is increasingly linked with CSR performance, CSR
can be seen as both a challenge and an opportunity, both cost and
investment. SRI is an investment method that considers not only a
company’s
financial
performance,
but
also
economic/
environmental/social risks and opportunities that were not part of the
investment decision making before. Major international stock
exchanges are already using indices that reflect each company’s CSR,
of which employment responsibility is an important factor.
Considering the international trends and market trends explained
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above, it seems apparent that CSR has become an essential strategic
factor in business management. It has become an endogenous factor,
not an exogenous one. In this context, the following implications are
identified for business strategy, with a focus on SR in labor.
First, SR in labor continues to expand (as witnessed by
international norms). Freedom of association and related rights
remain the core indicators despite numerous challenges.
Second, Korea’s CSR and SRI are considerably different from
international trends, but they are converging toward international
standards through trial and error. That is, there is now an emphasis
that CSR is not an optional endeavor, but a way to adapt to the
changing business environment.
Third, although it is said to be voluntary, developed nations are
already working toward a unified CSR guideline by creating the
necessary legal institutions, investment decisions, and certification
regimes, meaning that it is likely to become an international trade
barrier with significant impact on key business strategies such as
corporate valuation, trade, and investment. It is in this context that
ISO 26000 is likely to have a decisive impact.
Fourth, the trend is increasingly moving toward CSR accountability
of not only a company’s head office but also its multinational supplychain management.
Fifth, it is likely that improving governance and employment
responsibility (in particular, freedom of association in the home
country, minimum wages, equal employment, and child labor in the
host country) will become more important than environmental issues.
Thanks to ratification of some important international agreements,
businesses are relatively well prepared in environment.
Sixth, thanks to such changes in the environment and norms, there
are likely to be different performances between companies soon after
2010 when the ISO 26000 regime will be completed.
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Some specific moves in the market have already occurred. About
20 multinational electronic and IT companies such as Sony, IBM,
Philips, Microsoft, and Intel created the Electronic Industry Code of
Conduct (EICC), a unified CSR compliance guideline for parts and
materials suppliers. They decided to monitor CSR compliance from
the very beginning (the ordering stage) by using a shared supplier
database (FIAS, 2007). The decision was driven not only by ethical
considerations but also by financial ones: they have experienced
consumer boycotts or a drop in stock prices due to problems with
overseas parts suppliers.

Social Responsibility for Stakeholders in Asia
How will ISO 26000 affect labor unions? It will be both
challenging and encouraging. First, for the encouraging part: the
partial and somewhat vague CSR will become integrated and specific
under ISO 26000, which also includes core standards regarding the
guarantee of union activities and better working conditions.
But the challenging part is that union organizations themselves will
be required to comply with CSR. Instead of making unilateral
demands of companies and capital, they will have to practice SR as
well, which will require considerable cost and organizational
streamlining. Businesses have easier decision-making processes (based
on organizational hierarchy), have been preparing for such costs, and
are able to bear such costs thanks to their profit-seeking activities. But
unions are comparatively limited, in that their financial base is weak
and their decision making is made more difficult by the presence of
heterogenous groups within the organization. The challenge is to
qualitatively improve full-time union officers, to have employer-like
responsibility, and better financial and accounting transparency (Lee

Corporate Social Responsibility in the Asian Context…

207

and Kuruvillar, 2006).
There has been criticism of CSR in civil society and in the labor
movement. Critics claim that compared with the level of corporate
image improvement, there is less clear improvement in actual SR
rendered, especially, from labor’s perspective, in working conditions
or in guaranteeing sustenance-level wages. They are particularly
critical of companies that provide procedures or funds for evaluating
the CSR code of conduct when the code of conduct is set by the
company itself or in conjunction with an NGO (O’Rourke, 2003).
This is why unions prefer that multinational companies reach an
agreement with an international union or union group that allows
them to take a direct look into the company’s CSR compliance (Baker,
2002).
Next, unions are also wary of some trends in the CSR movement,
where labor standards and rights are mixed or linked with other
standards or human rights standards to become almost
indistinguishable. In fact, the U.S. CSR is mainly focused on
preventing and improving unethical behavior in human rights. For
example, protecting the minimum wage supersedes raising it, and
raising the minimum wage supersedes guaranteeing sustenance-level
wages. As labor standards become part of individual ethical standards
(directly or indirectly), unions may see their role reduced or even
ignored. In fact, some clearly un-unionized companies have been
certified as good CSR companies for their compliance with other
labor standards (Wick, 2003).
In general, the pressure or demands for CSR are stronger in AngloSaxon countries than in continental Europe. This reflects the
realization in Anglo-Saxon countries that regulating companies
through participation in management is not having the desired effect.
Conversely, in companies with strong Anglo-Saxon characteristics
and in countries with strong anti-union sentiment, CSR can provide
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an alternative route for a labor movement.
In the case of Korea, CSR can provide an important strategic value
to unions because the country is strongly influenced by the AngloSaxon market economy, is overly exposed to international market
competition, and has no strong unions. The emergence of the CSR
paradigm integrated under ISO 26000 raises two issues. First, Korean
unions must seek a new role to more effectively involve themselves in
CSR, which continues to spread throughout the market economy.
Second, existing labor and civic movements must ponder how they
should alter their strategic positions. Regarding the first challenge,
CSR tends to become socialized from the business perspective, and
may be influenced by the inertia to avoid existing social relations or
labor-management relations. Thus it is important to firmly carve out a
place for labor-management relations within CSR. Regarding the
second challenge, labor and civic movements must expand their role
in SRI. Furthermore, unions may participate in a joint process to
validate sustainability reports, through such means as collective
bargaining. It would be a considerable detachment from the existing
inertia, but can be a very important strategic move to better adapt to
the CSR paradigm.
The labor movement must also modify its goals and strategies
depending on the progress of SR. The labor-management relations
paradigm in Korea has been marked by compromises between some
organized workers and large companies, and has fallen far short of
addressing many of the nation’s economic and social problems. A
new labor paradigm, one that borrows from the CSR regime, cannot
depend solely on organized workers. There must be a compromise
between civil society and the market, a broad-based social
compromise.
Once the CSR paradigm takes root, it is likely that unions will be
given a new role. In other words, their role as an insider that must
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secure priority benefits through collective bargaining would be
reduced in favor of a role as a monitor that guides a company’s CSR
functions. In such a case, the union’s interests would have to
compromise or be coordinated with the interests of other
stakeholders and society, and achieved through collective bargaining.
Otherwise, labor’s unilateral demands are likely to be replaced or to
continue to be restricted through CSR.
In the case of wages, it is likely that the “industrial relations”
perspective will become more important (regardless of the
institutional achievements of industrial bargaining) to ensure
sustenance-level wages for all workers (including SMEs and
contractors), more so than ensuring the distribution of corporate
profits. Overall, the CSR paradigm is likely to eliminate the collusive
nature of company-specific labor-management relations, and to bring
the labor movement into the fold of a larger social movement and
strengthen its connection to other movement organizations.
Then how will ISO 26000 affect the Korean government’s role?
ISO 26000 is not a hard law; it is more like a soft law. There are some
concerns that the SR code might actually replace the more secure and
objective labor laws and undermine the effectiveness of labor policies.
The concerns that CSR might replace the government or its legal
institutions conversely point out that it is dependent on the expanding
role of the businesses, rather than reinforcing the government’s
weakened capabilities or institutional mechanisms. For example, their
argument is that for those receiving low wages in the global supply
network, the key solution should be for the government to raise the
minimum wage to ensure livelihood, not simply to recommend that
businesses ensure their livelihood.
Despite these limitations, ISO 26000 can be an opportunity for
CSR and government policies to complement (not replace) each other.
The government will create domestic SR standards based on ISO
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26000, which will reduce the gaps that exist between different
companies. Furthermore, much of the basic labor rights and practices
included in ISO 26000 have already been in existence at the ILO,
international agreements and international labor standards and
accepted by their members. Thus the government’s labor policy will
now have to focus on how to reflect international labor standards and
agreements (which have been considered “optional”) in domestic laws
and ratify them.

Concluding Remarks
During the high-growth industrialization period of the 1960s
through the 1980s, there was broad-based social agreement on a
growth-oriented paradigm that paved the way for a “governmentdirected developing state” to be the economic and social model of
Korea. But today, such a developing state model is no longer desirable,
operable, or politically supported in Korea. The structural issues of the
Korean society, such as sluggish growth, worsening polarization, and
growing social conflicts over distribution, demand that we seek a new
model, both economically and socially.
The social and economic woes that we face today, such as
polarization and social conflicts following economic growth, are not
Korea’s alone. They are rearing their heads in China, and even in
Japan, famed for its social stability and strong middle class. Poverty
and the use of nonstandard workers continue to rise, on the flip side
of continuous growth.
In this context, the SR code emphasizing sustainable growth, winwin relationships, and joint responsibility among all players is likely to
strengthen the policy principle that economic growth must occur in
harmony with human rights and social rights. In the area of labor,
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policies that favor cooperation based on long-term trust relationships
will be better received. For example, programs such as highperformance innovation, antidiscrimination, partnership-building, and
in-company lifelong learning systems will become highly important
policies. In fact, these are part of the labor policy paradigm aspired to
by developed nations.
In conclusion, SR in Asia seems to be converging with
international trends, in the course of addressing the issues commonly
brought on by economic globalization. What we see today is not
Asian SR developing on its own; rather, it is global players’ sense of
SR and practices regarding global issues spreading to Asia as well.
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The New Structure of Local Employment
Governance and Tasks for Labor,
Management, and Government
Myung-sook Jun

Introduction
Advanced nations, including those in the OECD, have been
transitioning from centralized to localized policies for employment
and human resources development, in order to secure national
competitiveness while achieving sustainable growth. Korea has also
joined this trend of localizing various policies for job creation and
human resources development as part of an overall effort to achieve
balanced national growth by lessening the concentration of economic
power in the capital area. Back in the late 1990s, when the country
was rocked by a financial crisis, the country’s centralized employment
policies came under criticism, accelerating the move toward more
local employment policies.
In this context, this paper illuminates changes in governance
structures that have been required by such changes in the foci of
policies. The very basic point being made is that the governance
structure for Korea’s employment and human resources development
policies is gradually moving from a state-centered model (led by the
central government) to an associational model that better embraces
Research Fellow, Korea Labor Institute.
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participation by representatives of the concerned parties.1
The emergence of this associational model for local employment
policies in Korea was spurred by the realization that in a decentralized
policy environment, a state-centered model for the governance of
employment and human resources development policies lacks
efficiency. Many studies note that when local employment policies are
led by central governments, the unique characteristics of individual
regions cannot be fully reflected in policies, and that it is also difficult
to enhance site accessibility for companies or to ensure policy
acceptance by relevant local players (Kim, 2007; Lim, 2007).
This paper perceives the recent emphasis on decentralized local
employment policies and the emergence of the new associational
model of governance as being very significant in overcoming the
problematic aspects of existing central-government-led initiatives for
employment and human resources development. The paper, therefore,
aims to look at the characteristics and status of this new governance
model for local employment, and to identify some tasks that should
be addressed in order to successfully establish this new model in
Korean society. The paper proceeds as follows. First, it reviews the
theoretical discussions on the various models of governance that
regulate and coordinate the actions of concerned parties. Next, it
looks at the current status of employment governance in the Republic
of Korea and the characteristics of the new employment-governance
structure that has been emerging with the advent of decentralized
local employment policies. The paper concludes by examining the
tasks that need to be addressed by labor, management, and the
government in order for this new local employment-governance
structure to actually function as an associational model.

1

Each model will be explained in detail in the next section.
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Discussions on Governance
Many studies agree that although countries and regions follow
diverse paths to achieve economic growth, successful economic
systems usually have a governance structure that defines and regulates
the mutual relationship of economic players who provide the
resources and functions that are required for economic development
(Crouch, Le Galès, Trigilia, & Voelzkow, 2001; Herrigel, 1992;
Hollingsworth & Boyer, 1997; Sabel, 1989; Zeitlin, 1992). The value
of many resources and functions—including skilled labor, credit,
marketing, support measures for production and development, and a
whole spectrum of tangible and intangible “collective competition
goods”—are shared in any specific economic unit (Crouch et al.,
2001). This variety of required collective competition goods is,
however, produced through equifunctional governance. According to
Le Galès and Voelzkow (2001), governance comes in a variety of
models, including market, organization, state, community, and association,
and is manifested in the form of both official and unofficial strategic
networks, specialized administrative bodies, education and training
institutes, family groups, and specialized associations.
Early ideal-typical models and a definition of governance can be
found in Hollingsworth and Boyer (1997; see Figure 9-1).
According to this definition, in the market model, a competitionbased market mechanism coordinates rational players. This model
recognizes that the market mechanism frequently fails to generate all
necessary collective competition goods, but it does not regard this
failure as inevitable. As in the case of Benetton in the Third Italy, in
certain local economic units, companies may seek to secure economic
benefits by utilizing strategic networks through which collective
competition goods (such as information and consulting) are provided
to the local economy.
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Figure 9-1. Mode of Co-ordination. Adapted from Hollingsworth and Boyer (1997, p. 9).

In the organizational model, collective competition goods are
produced in vertically integrated companies, and hierarchy is the main
mechanism used to coordinate players. Under this model, however,
collective competition goods are turned into the private property of
these vertically integrated companies and therefore lose their
characteristics as public goods.
The state model coordinates players through a hierarchical control
based on public authority. In this framework, collective competition
goods are generally provided in any specific economic unit in the
form of services such as information and consulting, through the
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cooperation of private companies, public bodies (specialized administrative bodies), and some education institutes.
According to the community model, meanwhile, the coordination of
players is achieved through unofficial, voluntary, and impromptu
alliances among members of different social units (such as family and
relative groups, or township communities). Here, the actions of
individuals tend to be motivated less by profit maximization and
more by a sense of belonging and of being appreciated by other
members of the group.
Last, in the associational model, the main concerned parties are the
associations established by companies, workers, and experts in order
to pursue common functional benefits. Negotiation and concertation are
the main principles for coordination under this model, and the
concerned parties are expected to represent their respective members
in collective negotiations. This corporatist arrangement, which
involves tripartite participation, can represent the interests of each
concerned party and can also be useful in identifying and realizing
common benefits for all.
In real-life economic units, the aforementioned ideal-typical models
tend to coexist rather than exist as single models. In Korea,
governance of human resources development has been a mix of the
state model and the organizational model. Kim (2003) noted that
since the legislation of the Vocational Training Act in 1967, Korea’s
vocational training policies have been implemented under the tight
control of the central government, whereas the role of relevant
companies, workers, and local governments has been minimal. At the
same time, large companies were typically governed by organizational
models, in which internal labor markets were established and
investment was concentrated on skilled labor.
Scholars have continuously questioned the effectiveness of Korea’s
approach to employment and human resources development. The
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following sums up the scholarly criticism of Korea’s centralgovernment-led state model (Kim, 2007; Lim, 2007). First, the
centralized decision-making process for human resources
development does not meet the needs in terms of the selection of
trainees and training methods, and does not sufficiently reflect on-site
requirements. Second, this model hinders capacity-building of
concerned parties, including companies, workers, local governments,
local NGOs, and knowledge groups. Third, because this model fails
to reflect the individual circumstances and industrial structures of
local labor markets, it is problematic in terms of the greater policy
objective of balancing regional growth.
As will be examined in detail in the following sections, Korea’s
governance structure for employment and human resources
development has been dominated by the central government.
Accordingly, participation by concerned parties that could represent
local concerns for human resources development has been very low.
The current decision-making structure and the method of setting and
discussing the agenda have basically precluded such concerned parties
from playing substantial roles in the process. This study recognizes,
therefore, that the newly emerging associational model of governance
is being implemented in an extremely experimental manner, and that
many tasks, including capacity-building on the part of relevant players,
must be addressed in order for this model to be established as fully
functional.
Let us now examine the overall status of employment governance
in the Republic of Korea, and also look at the characteristics of the
newly emerging localemployment governance structure.
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Employment Governance in Korea and the New Local Employment
Governance
Current Status of Employment Governance
The Korea Ministry of Labor, which has overall responsibility for
Korea’s employment policies, fulfills various functions and comprises
a range of decision-making bodies at both the national and local levels.
Generally, however, the direction and agenda for overall employment
policies is set by the central government, and the localities are left
with the task of implementation. Table 9-1 and Table 9-2 provide an
overview of major decision-making bodies at the national and local
levels. The majority of these are linked to the Korea Ministry of
Labor, and the Vocational Education and Training Policy Council and
the Local Innovation Councils are overseen by the Ministries for
Education and for Science and Technology.
At the national level, in accordance with the 1993 Basic Act on
Employment Policy, the Korea Ministry of Labor has led all centraland local-government policy-making processes, and although labor
and management groups and other experts have participated in the
process, in view of the way in which decision-making bodies were
composed and the agenda was set and discussed, it would be very
difficult to say that these groups actually shared decision-making
authority with the government. But as will be elaborated on in the
following sections, the Korea Ministry of Labor has begun to
recognize the importance of engaging local players in enhancing the
effectiveness of local employment policies, and has been attempting
to gradually strengthen the role of labor, management, and expert
groups. In particular, local employment governance is being
strengthened through the vitalization of the Local Employment
Councils. Other ministries, however, still strongly monopolize the
policy-making process. These ministries set policies, examine projects,

220

Labor Issues in Korea 2009

and allocate budgets with advice from subject-matter experts, while
almost completely excluding socially representative labor and
management groups.
Table 9-1. National and Regional Advisory and Decision-making Bodies for Employment and Human Resources Development
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$PNNJUUFF
7PDBUJPOBM&EVDBUJPOBOE
7PDBUJPOBM
1SJNF.JOJTUFS
7PDBUJPOBM
5SBJOJOH1PMJDZ$PVODJM
&EVDBUJPOBOE
/BUJPOBM IFBET
&EVDBUJPOBOE
5SBJOJOH1SPNPUJPO 8PSLJOHMFWFM$PVODJMPO#BTJD5SBJOJOH$PVODJMT PGMPDBM
HPWFSONFOU
"DUBOEJUT&OGPS 1MBO&TUBCMJTINFOU
DFNFOU%FDSFF

.JOJTUFSPG-BCPS
/BUJPOBM5FDIOJDBM /BUJPOBM5FDIOJDBM
2VBMJGJDBUJPOT"DU 2VBMJGJDBUJPOT1PMJDZ$PVODJM
BOEJUT&OGPSDFNFOU&YQFSU$PNNJUUFFCZ+PC 
%FDSFF 
.JOJTUFSPG-BCPS
#BTJD7PDBUJPOBM 0QJOJPODPMMFDUJPOGSPNMBCPS 
5SBJOJOH"DUⲱ  BOENBOBHFNFOUPSHBOJ[BUJPOT
7PDBUJPOBM5SBJOJOH GPSUIFFTUBCMJTINFOUPGUIF
#BTJD1MBO
1SPNPUJPO"DU
ⲱ⳧7PDBUJPOBM
$PNQFUFODZ
%FWFMPQNFOU"DU
-PDBM*OOPWBUJPO )FBETPGMPDBM
#BMBODFE/BUJPOBM 
HPWFSONFOU
$PVODJMT
%FWFMPQNFOU"DU
-PDBM)VNBO
#BTJD"DUPO
3FTPVSDFT
)VNBO3FTPVSDFT
%FWFMPQNFOU
%FWFMPQNFOU
$PVODJM
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Table 9-2. Regional Advisory and Decision-making Bodies for Employment and
Human Resources Development
/BNF

-FHJTMBUJWF
GPVOEBUJPO

-PDBM
#BTJD"DUPO
&NQMPZNFOU &NQMPZNFOU
$PVODJMT
1PMJDZ

"SUJDMF 

7PDBUJPOBM
7PDBUJPOBM &EVDBUJPOBOE
&EVDBUJPO 5SBJOJOH
BOE5SBJOJOH 1SPNPUJPO"DU
$PVODJMT
"SUJDMFT 
 

.FUSPQPMJUBO #BMBODFE
1SPWJODJBM
/BUJPOBM
*OOPWBUJPO %FWFMPQNFOU
$PVODJMT "DU "SUJDMF

$PNQPTJUJPO

3FTQPOTJCJMJUJFT

$IBJS)FBEPGMPDBM
HPWFSONFOU
4J[F/PNPSFUIBOQFSTPOT
.FNCFST8PSLFSBOE
FNQMPZFSSFQSFTFOUBUJWFT 
QFSTPOTXJUIBCVOEBOU
LOPXMFEHFBOEFYQFSJFODFJO
FNQMPZNFOUJTTVFT DJWJM
TFSWBOUTGSPNSFMFWBOU
HPWFSONFOUCPEJFT
$IBJS)FBEPGMPDBM
HPWFSONFOU
4J[F/PNPSFUIBOQFSTPOT
.FNCFST)FBEPGUIFMPDBM
MBCPSBENJOJTUSBUJPO IFBEPG
UIFFEVDBUJPOBMBENJOJTUSB
UJWFCPEZ IFBEPGUIFMPDBM
DIBNCFSPGDPNNFSDF IFBE
PGUIFMPDBM4.&
BENJOJTUSBUJPOCPEZ FYQFSUT
JOWPDBUJPOBMFEVDBUJPOBOE
USBJOJOH MBCPS JOEVTUSZ
$IBJS)FBEPGMPDBM
HPWFSONFOU
4J[F/PNPSFUIBOQFSTPOT
.FNCFST1FSTPOT
SFDPNNFOEFECZ
VOJWFSTJUJFT SFTFBSDI
JOTUJUVUFT DPNQBOJFT QVCMJD
PSHBOJ[BUJPOT OPOQSPGJU
PSHBOJ[BUJPOT NBZPSTDPVOUZ
IFBETEJTUSJDUIFBET MPDBM
DPVODJMDIBJST

.FUSPQPMJUBOBOE
QSPWJODJBMFNQMPZNFOU
QSPNPUJPO WPDBUJPOBM
DPNQFUFODZ
EFWFMPQNFOUBOE
VOFNQMPZNFOU
SFTQPOTFNFBTVSFT
-JDFOTJOHPGGSFFBOE
GFFCBTFEFNQMPZNFOU
TFSWJDFTBHFODJFT
*OWFTUNFOUQMBOTGPS
WPDBUJPOBMFEVDBUJPOBM
BOEUSBJOJOHGBDJMJUJFT
BOEFRVJQNFOU
$PPQFSBUJPOCFUXFFO
FEVDBUJPOBMUSBJOJOH
JOTUJUVUFTBOE
DPNQBOJFT
&WBMVBUJPOPG
WPDBUJPOBMFEVDBUJPO
BOEUSBJOJOHJOTUJUVUFT 
&TUBCMJTINFOUPGMPDBM
JOOPWBUJPOBOE
EFWFMPQNFOUQMBOT
$POTVMUBUJPOT
DPPSEJOBUJPOPONBKPS
JTTVFTSFMFWBOUUPFBDI
MPDBMJUZJOUFSNTPG
CBMBODFEOBUJPOBM
EFWFMPQNFOU
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Table 9-2. (Continued)

/BNF

-FHJTMBUJWF
GPVOEBUJPO

$PNQPTJUJPO

$IBJS)FBEPGMPDBM
HPWFSONFOU
4J[F/PNPSFUIBOQFSTPOT
.VOJDJQBM
.FNCFST1FSTPOT
#BMBODFE
$PVOUZ
SFDPNNFOEFECZVOJWFSTJUJFT 
/BUJPOBM
%JTUSJDU
SFTFBSDIJOTUJUVUFT 
%FWFMPQNFOU
*OOPWBUJPO
NBOBHFNFOU QVCMJD
"DU "SUJDMF
$PVODJMT
PSHBOJ[BUJPOT OPOQSPGJU
PSHBOJ[BUJPOT NBZPSTDPVOUZ
IFBETEJTUSJDUIFBET MPDBM
DPVODJMDIBJST
&OGPSDFNFOU $IBJS)FBEPGUIFMPDBMMBCPS
%FDSFFPGUIF BENJOJTUSBUJPO
7PDBUJPOBM
4J[F/PNPSFUIBOQFSTPOT
5SBJOJOH
5SBJOJOH
.FNCFST"DBEFNJB MBCPS 
0SHBOJ[BUJPO1SPNPUJPO"DU
NBOBHFNFOU TQFDJBMJ[FE
BOE1SPHSBN "SUJDMF 
SFTFBSDIJOTUJUVUFT WPDBUJPOBM
3FWJFX
3VMFTPO
USBJOJOHPSHBOJ[BUJPOT
$PNNJUUFF 7PDBUJPOBM
.FFUJOHTRVBSUFSMZ
5SBJOJOHGPSUIF
6OFNQMPZFE
1BSBHSBQI
$IBJS)FBETPGMPDBM
HPWFSONFOU
4J[F/PNPSFUIBOQFSTPOT
.FNCFST3FQSFTFOUBUJWFTPG
&OGPSDFNFOU
&NQMPZNFOU
MPDBMMBCPSBENJOJTUSBUJPOT 
%FDSFFPGUIF
1SPNPUJPO
MPDBMFEVDBUJPO
&NQMPZNFOU
5SBJOJOH
BENJOJTUSBUJPOT WPDBUJPOBM
1SPNPUJPO
$PPSEJOBUJPO
USBJOJOHJOTUJUVUFT
5SBJOJOH"DU
$PVODJM
1BSBHSBQI

3FTQPOTJCJMJUJFT

&TUBCMJTINFOUPGMPDBM
JOOPWBUJPOBOE
EFWFMPQNFOUQMBOT
$POTVMUBUJPOT
DPPSEJOBUJPOPONBKPS
JTTVFTSFMFWBOUUPFBDI
MPDBMJUZJOUFSNTPG
CBMBODFEOBUJPOBM
EFWFMPQNFOU

#BTJDQMBOGPSUSBJOJOH
QSPHSBNT
*UFNTQFSUBJOJOHUP
TFMFDUJPODSJUFSJBBOE
BQQSPWBMPGUSBJOJOH
JOTUJUVUFTBOEQSPHSBNT

.FUSPQPMJUBOQSPWJODJBM
DPVODJMTFTUBCMJTINFOU
PGNFUSPQPMJUBO
QSPWJODJBMUSBJOJOH
QMBOTBOEEFTJHOBUJPO
PGNFUSPQPMJUBO
QSPWJODJBMUSBJOJOH
JOTUJUVUFT
.VOJDJQBMDPVOUZ
EJTUSJDUDPVODJMT
NBOBHFNFOUPG
USBJOJOHJOTUJUVUJPOTBOE
USBJOFFT
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Table 9-2. (Continued)
/BNF

-FHJTMBUJWF
GPVOEBUJPO

$PNQPTJUJPO

3FTQPOTJCJMJUJFT

$POTVMUBUJPOPO
$IBJS)FBETPGUIF
NFBTVSFTBOE
FNQMPZNFOUTFDVSJUZPGGJDFT
FYDIBOHFPGSFDSVJUJOH
4J[F/PNPSFUIBOQFSTPOT
FNQMPZNFOUTFFLJOH
.FNCFST-PDBM
(PWFSONFOU
JOGPSNBUJPOBOE
HPWFSONFOUT OPGFF
&NQMPZNFOU0SEFSPO
FNQMPZNFOUTFSWJDFBHFODJFT  DPOTVMUBUJPOUP
&NQMPZNFOU
4FSWJDFT
SFTQPOEUPXPSLGPSDF
,PSFB)VNBO3FTPVSDFT
$PVODJM
TVQQMZEFNBOEJTTVFT 
%FWFMPQNFOU4FSWJDF 
4FSWJDFT FUD
WPDBUJPOBMDPNQFUFODZ
1BSBHSBQI
EFWFMPQNFOUBOEUSBJOJOH
GBDJMJUJFT TDIPPMT BOE
FEVDBUJPOBMJOTUJUVUJPOT
.FFUJOHTRVBSUFSMZ
$IBJS)FBEPG&NQMPZNFOU &YBNJOBUJPOPGUIF
BQQSPQSJBUFOFTTPG
4FDVSJUZ$FOUFSTFMFDUFECZ
WPDBUJPOBMBEKVTUNFOU
UIFMBCPSBENJOJTUSBUJPO
7PDBUJPOBM
USBJOJOHJOTUJUVUFTBOE
&OGPSDFNFOU .FNCFST/PNPSFUIBO
"EKVTUNFOU
(VJEFMJOFTGPS QFSTPOTJODMVEJOHUIFIFBEPG XPSLNPUJWBUJPO
5SBJOJOH
7PDBUJPOBM
FOIBODFNFOUQSPHSBNT
UIF&NQMPZNFOU4FDVSJUZ
0SHBOJ[BUJPO
"EKVTUNFOU
$FOUFSTFMFDUFECZUIFMBCPS &WBMVBUJPOPG
4FMFDUJPO
5SBJOJOH
WPDBUJPOBMBEKVTUNFOU
BENJOJTUSBUJPOBOEFYUFSOBM
$PNNJUUFF
USBJOJOHQSPHSBNTBOE
FYQFSUT
FYBNJOBUJPOPGOFX
.FFUJOHTBTOFFEFE
QSPHSBNT
$IBJS)FBEPGUIFMPDBMMBCPS "TTFTTNFOUPGWBMJEJUZ
PGTFMFDUFEQBSUJDJQBUJOH
BENJOJTUSBUJPO
JOTUJUVUJPOT
.FNCFST/PNPSFUIBO
-PDBM4PDJBM
1SPKFDUWJUBMJ[BUJPO
QFSTPOT
&NQMPZNFOU
.FNCFST-PDBMHPWFSONFOU  JEFBT
(VJEFMJOFT
$PVODJM
TPDJBMXFMGBSF FDPOPNJD BOE $PPQFSBUJPOBNPOH
$FOUSBM
SFMFWBOUMPDBM
TPDJBMFYQFSUT BOESFMFWBOU
$PNNJUUFF 
PSHBOJ[BUJPOTBOE
PSHBOJ[BUJPOTJODMVEJOHUIF
HSPVQT
4.&BENJOJTUSBUJPOBOEUIF
FEVDBUJPOBENJOJTUSBUJPO 

Government also dominates the scene at the local level. It is usually
the local governments, aided by some expert advice, that make
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decisions when local autonomies plan and implement their own
employment and human resources development policies. Should the
local autonomy be entrusted with a project by ministries other than
the Korea Ministry of Labor, decisions are usually made by a
committee consisting of representatives of industry, academia, and
research, or by the local government with advice from experts.
As mentioned previously, Korea’s central-government-led governance
of employment and human resources development poses several
problematic issues. First, aside from the effort to vitalize the Local
Employment Councils, in most cases, labor and management are
excluded from decision-making processes, and the tripartite
partnership is very weak, leading to problems in terms of the
effectiveness and acceptance of employment policies and projects. In
other words, given that employment policies and projects are
determined mainly by public organizations, or the supply side, it is
difficult to have reflected the demand-side requirements of the labor
market. This mismatch in employment-service supply and demand
lowers the effectiveness of employment policies and projects. Also,
given that the opinions of labor and management are not sufficiently
reflected, whereas the government’s opinions are unilaterally enforced,
people on-site are less inclined to accept these policies and projects.
The effectiveness and acceptance of employment policies and
projects amongst the vulnerable classes is even lower, as non-regular
workers, the small-scale self-employed, and other vulnerable policy
consumers have not been able to organize themselves and therefore
do not have any opportunities to represent their views in the policymaking process.
Second, employment and human resources development policies
and projects show a lesser degree of decentralization, because the
decision-making authority for such issues is concentrated in the
central government. This makes it difficult for these policies to be
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customized to the unique circumstances of local labor markets, which
are bound to be influenced by local industry structures and the overall
local economy. The different industrial and economic structures of
localities call for diverse and customized local employment and
human resources development policies. We cannot expect policies to
be very effective if they do not reflect local characteristics.
As such, various issues arise from the fact that employment and
human resources development policies and projects in Korea are
centralized and led by the government. Critics are noting that with
further globalization and our high dependency on trade, it will be
even more difficult for Korea to gain competitiveness with its current
governance system. In view of such trends, beginning in 2006, the
Korea Ministry of Labor has been implementing plans to
substantialize the participation of labor, management, and expert
groups in the policy process by vitalizing the Local Employment
Councils, the details of which follow.
New Local Employment Governance as an Association Model: Focusing on the
Local Employment Councils2
To build policy systems for local employment and human
resources development, the Korea Ministry of Labor has established
and is operating Local Employment Councils. As mentioned before,
the Local Employment Councils were originally provided for in the
Basic Act on Employment Policy legislated in 1993, but they have not
been fulfilling their role of comprehensively coordinating metropolitan
and provincial labor policies.
2

Aside from the Local Employment Council, there are the local labor-management-privategovernment partnership councils comprising unions, employer groups, local authorities,
experts, and NGOs. Initiated in 2008, they are becoming another model for local
employment governance. Although this partnership council does possess a number of traits
as an association model defined in this study, it is not discussed in this paper because, first,
unlike the Local Employment Council it lacks legal basis; and second, it seems premature to
evaluate them at this time.
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Stronger efforts are being made to revitalize these Local
Employment Councils in order to build a local employment
governance structure, in recognition of the need for decentralized
employment policies.3 Local Employment Councils are chaired by
the mayor or governor of the respective local governments, and are
composed of representatives of labor and management, experts on
employment issues, and relevant civil servants. Thus, in terms of
governance structure, all parties—local tripartite representatives and
expert groups—that should be involved in the deliberation and
coordination of local employment policies are included.
Structure-wise, local employment governance is changing from a
state model to an associational model. The process of revitalizing the
previously defunct Local Employment Councils is being pursued as
follows. First, as of 2007, all 16 metropolises and provinces have
established Local Employment Councils, as shown in Table 9-3.
Among the 16 Local Employment Councils, 14 have held meetings to
hear reports on the local employment situation, to establish rules for
committee operations, and to determine which organizations will
participate in local employment projects.
In December 2007, an attempt to revise the Enforcement Decree
of the Basic Act on Employment Policy served to strengthen the role
of the Local Employment Councils in leading deliberations on local
employment policies. For instance, major employment and vocationalcompetency development projects that had been initiated solely by
the Korea Ministry of Labor (see Table 9-4) will now be coordinated by
the Local Employment Councils, thus increasing participation on the
local level. Local plans for competitive projects and training projects
will be implemented after deliberations by the Local Employment
Councils, and particularly for competitive projects, the Local
Employment Projects will have the authority to make final decisions.
3 Refer to internal data from the Korea Ministry of Labor (2008).
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It is a bit too early to assess the success of such various measures
to revamp and revitalize the operations of the Local Employment
Councils. This is nevertheless a dramatic change in that the
responsibility for local employment policies is gradually being moved
from central government ministries to the local autonomies and local
labor administrations, and to local labor, management, and expert
groups. This is particularly significant in that such change is absolutely
necessary in order for Korea to successfully decentralize local
employment policies. I expect that discussions on local changes in
governance will be dealt with in detail in the next session of the
seminar, and therefore wish to conclude this paper by presenting a
number of tasks to be dealt with if this new governance structure is to
firmly take root in Korea.
Table 9-3. Establishment and Meetings of Local Employment Councils
3FHJPOBM
MBCPS
BENJOJTUSB
UJPO

4FPVM

4FPVM

#VTBO

-PDBM
HPWFSO
NFOU

4FPVM

(BOHXPO

#VTBO

&NQMPZNFOUDPVODJM
.FFUJOHT
FTUBCMJTIFE
&TUBCMJTI
%BUF )FME .PEF %BUF
FE 


3FNBSLT


ⷂ

ⲱ

ⷂ

*O
XSJUJOH



%FMJCFSBUJPOT
POSFHJPOBM
FNQMPZNFOU
QSPKFDUT 
JO) 
BEEJUJPOBM 

ⷂ

ⲱ
ⲱ
NFNCFS
SFWBNQ

ⷂ

*O
XSJUJOH



SFHJPOBM
FNQMPZNFOU
QSPKFDU



%FMJCFSBUJPOT
POSFHJPOBM
FNQMPZNFOU
QSPKFDUT 
JO) 
BEEJUJPOBM 

ⷂ

ⲱ

ⷂ .FFUJOH
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Table 9-3. (Continued)
3FHJPOBM
MBCPS
BENJOJTUSB
UJPO

-PDBM
HPWFSO
NFOU

#VTBO

6MTBO

#VTBO

(ZFPOH
OBN

&NQMPZNFOUDPVODJM
.FFUJOHT
FTUBCMJTIFE
&TUBCMJTI
%BUF )FME .PEF %BUF
FE 

ⷂ

ⲱ

Ⱋ



5#%

ⷂ

ⲱ
ⲱ
SF
PSHBOJ[FE

ⷂ


ⲱ
NFNCFS
SFWBNQ

ⷂ .FFUJOH



ⷂ .FFUJOH



*O
XSJUJOH



*O  TU
XSJUJOH 
ⷂ
*O
TVQQMF
XSJUJOH NFOUBSZ

%BFHV

%BFHV

%BFHV

(ZFPOH
OBN

ⷂ


ⲱ
NFNCFS
SFWBNQ

(ZFPOH*O *ODIFPO

ⷂ

ⲱ

ⷂ

(ZFPOH*O (ZFPOHHJ

ⷂ

ⲱ

ⷂ .FFUJOH 


3FNBSLT


/PQSPKFDUTUP
EFMJCFSBUF
%FMJCFSBUJPOT
POSFHJPOBM
FNQMPZNFOU
QSPKFDUT
JO) 
BEEJUJPOBM 
%FMJCFSBUJPOT
POSFHJPOBM
FNQMPZNFOU
QSPKFDUT
JO) 
BEEJUJPOBM 
%FMJCFSBUJPOT
POSFHJPOBM
FNQMPZNFOU
QSPKFDUT
JO) 
BEEJUJPOBM 
%FMJCFSBUJPOT
POSFHJPOBM
FNQMPZNFOU
QSPKFDUT
JO) 
BEEJUJPOBM 
%FMJCFSBUJPOT
POSFHJPOBM
FNQMPZNFOU
QSPKFDUT JO
) 
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Table 9-3. (Continued)
3FHJPOBM
MBCPS
BENJOJTUSB
UJPO

-PDBM
HPWFSO
NFOU

&NQMPZNFOUDPVODJM
.FFUJOHT
FTUBCMJTIFE
&TUBCMJTI
%BUF )FME .PEF %BUF
FE 

(XBOHKV (XBOHKV

ⷂ


ⲱ
NFNCFS
SFWBNQ

(XBOHKV +FPOOBN

ⷂ

ⲱ

ⷂ

ⷂ .FFUJOH 

Ⱋ

(XBOHKV

+FPOCVL

ⷂ


ⲱ
NFNCFS
SFWBNQ

(XBOHKV

+FKV

ⷂ

ⲱ

%BFKFPO

%BFKFPO

ⷂ

ⲱ

%BFKFPO $IVOHOBN

ⷂ

ⲱ

%BFKFPO $IVOHCVL

ⷂ

ⲱ

ⷂ .FFUJOH 

*O
XSJUJOH








3FNBSLT

%FMJCFSBUJPOT
POSFHJPOBM
FNQMPZNFOU
QSPKFDUT 
JO) 
BEEJUJPOBM 
%FMJCFSBUJPOT
POSFHJPOBM
FNQMPZNFOU
QSPKFDUT 
BEEJUJPOBM 
%FMJCFSBUJPOT
POSFHJPOBM
FNQMPZNFOU
QSPKFDUT JO
) 
/PQSPKFDUTUP
EFMJCFSBUF

%FMJCFSBUJPOT
POSFHJPOBM
*O
FNQMPZNFOU
ⷂ
_
XSJUJOH
QSPKFDUT
JO) 
BEEJUJPOBM 
%FMJCFSBUJPOT
POSFHJPOBM
*O
ⷂ

FNQMPZNFOU
XSJUJOH
QSPKFDUT 
JO) 
%FMJCFSBUJPOT
POSFHJPOBM
*O
FNQMPZNFOU
ⷂ

XSJUJOH
QSPKFDUT 
JO) 
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Table 9-4. Major MOL Projects Requiring Deliberations by (Reporting to) Local
Employment Councils
1SPKFDU

%SBGU 
#VEHFUGPS



4PDJBM
CJMMJPO
FNQMPZNFOU
XPO

.BJODPOUFOUT

1SPWJEFTTPDJBM
FNQMPZNFOU
PQQPSUVOJUJFTGPS
WVMOFSBCMFDMBTTFT

3PMFPGUIFMPDBMDPVODJM

3FTQPOTJCMF
PSHBOJ[BUJPO

%FMJCFSBUJPOTQSPKFDUQMBOT
4PDJBM
CZMPDBMJUZ
4FSWJDFTBOE
3FQPSUTGJOBMMJTUPGQBSUJDJQB
&NQMPZNFOU
UJOHPSHBOJ[BUJPOT QSPKFDU
1PMJDJFT5FBN
PVUDPNFBTTFTTNFOUSFTVMUT

$PMMFHFTBSF
%FMJCFSBUJPOTTFMFDUJPOPG
DPNQFUJUJWFMZ
$PMMFHF
QBSUJDJQBUJOHPSHBOJ[BUJPOT
TFMFDUFEUPSFDFJWF
HSBEVBUF
CJMMJPO
3FQPSUTNJEUFSNSFWJFX
TVQQPSUGPSUIF
FNQMPZNFOUXPO
BOEGJOBMPVUDPNF
FOIBODFNFOUPG
QSPNPUJPO
BTTFTTNFOU
UIFJSFNQMPZNFOU
TVQQPSUGVODUJPOT
%JTUJOHVJTIFE
QSJWBUFDPNQBOJFT
$PNNJTTJPO
%FMJCFSBUJPOTQSPKFDUQMBOT 
BSFTFMFDUFEBOE
JOHQSJWBUF
FOUSVTUFEXJUIGVOET TFMFDUJPOPGQBSUJDJQBUJOH
DPNQBOJFT CJMMJPO
PSHBOJ[BUJPOT
UPQSPWJEF
XPO
GPS
3FQPSUTGJOBMPVUDPNF
FNQMPZNFOU
FNQMPZNFOU
BTTFTTNFOU
TVQQPSUTFSWJDFTUP
TVQQPSU
UIFWVMOFSBCMF
DMBTTFT
/POQSPGJU
PSHBOJ[BUJPOTⲱ
%FMJCFSBUJPOTQSPKFDUQMBOT
MPDBMJ[FEFGGPSUTGPS
-PDBM
CZMPDBMJUZ TFMFDUJPOPG
KPCDSFBUJPOBOE
FNQMPZNFOU
QBSUJDJQBUJOH
CJMMJPO
DPNQFUFODZ
BOEIVNBO
PSHBOJ[BUJPOT
XPO
SFTPVSDFT
EFWFMPQNFOUBSF
3FQPSUTGJOBMPVUDPNF
DPNQFUJUJWFMZ
EFWFMPQNFOU
BTTFTTNFOU
TFMFDUFEBOE
TVQQPSUFE
:PVUITBSFQSPWJEFE
XJUIWBSJPVTPOTJUF
:PVUI

XPSLQMBDF
USBJOJOHPQQPSUVOJUJFT
3FQPSUQSPKFDUQMBOT
CJMMJPO
FYQFSJFODF
UPEFWFMPQWPDBUJPOBM
XPO
DPNQFUFODJFTBOE
QSPHSBN
CVJMEQSJPSFYQFSJFODF

:PVUI
&NQMPZNFOU
5FBN

&NQMPZNFOU
4FSWJDFT
*OOPWBUJPO
%JWJTJPO

&NQMPZNFOU
1PMJDJFT5FBN

:PVUI
&NQMPZNFOU
5FBN
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Table 9-4. (Continued)
1SPKFDU

%SBGU 
#VEHFUGPS


5SBJOJOHGPS
VOFNQMPZFE

XJUI
CJMMJPO
QSFWJPVT
XPO
XPSL
FYQFSJFODF

.BJODPOUFOUT

3PMFPGUIF-PDBM$PVODJM

3FTQPOTJCMF
PSHBOJ[BUJPO

5SBJOJOHJTQSPWJEFE
UPUIFVOFNQMPZFE %FMJCFSBUJPOTUSBJOJOHQMBOT $BQBDJUZ
XIPBSFDPWFSFECZ CZSFHJPOBMMBCPS
%FWFMPQNFOU
FNQMPZNFOU
BENJOJTUSBUJPO
4VQQPSU5FBN
JOTVSBODF

5SBJOJOHJTQSPWJEFE
UPUIFVOFNQMPZFE
%FMJCFSBUJPOTUSBJOJOHQMBOT $BQBDJUZ
XIPBSFOPU
CZSFHJPOBMMBCPS
%FWFMPQNFOU
DPWFSFECZ
BENJOJTUSBUJPO
4VQQPSU5FBN
FNQMPZNFOU
JOTVSBODF
5SBJOJOHJTQSPWJEFE
UPTNBMMTDBMFTFMG
5SBJOJOHGPS
FNQMPZFEJODMVEJOH
%FMJCFSBUJPOTUSBJOJOHQMBOT $BQBDJUZ
TNBMMTDBMF CJMMJPOUIPTFTFMFDUFEGPS
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JOEVTUSZ
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XJUIOP
CJMMJPO
XPSL
XPO
FYQFSJFODF
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Table 9-4. (Continued)
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Revitalization of Local Employment Governance: Tasks for Labor, Management,
and Government
Many tasks must be addressed in order for the associational model
represented by the Local Employment Councils to have substance in
both structure and function. Many previous studies note the need for
(a) stronger consultation and coordination on employment and
human resources development policies among relevant central
government bodies, (b) better coordination of roles and functions of
local governments and the central government, and (c) a revamping
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of local employment policy delivery systems and relevant legislation.
In successfully establishing an associational model, this study also
agrees with Crouch et al. (2004), who emphasized the importance of
the role of participating players who represent their respective groups.
To elaborate, the policy capacity of each player will greatly influence
the success of our efforts to revitalize the Local Employment
Councils, our local infrastructure for governing employment policies.
Therefore, in order to substantiate the functions of the newly
emerging associational model, I believe that building the capacity of
each local tripartite player should be a top priority. In this context,
this chapter provides an overview of the policy and project
implementation capacity of each local player involved in employment
and human resources development.4
First, if we look at the local governments, we can see that their
degree of fiscal self-reliance is still quite low, as is shown in Table 9-5.
Local governments are therefore quite limited in their ability to play a
major role in local employment and human resources development.
With the exception of a few metropolises, most local autonomies
have fiscal self-reliance rates of less than 60%. Thus it would be
difficult to expect these autonomies to invest in establishing
employment and human resources development systems or in
implementing independent projects. In many local autonomies, it is
actually quite unclear which division is responsible for employment
and human resources development; therefore, it would be very
difficult for these local governments to implement projects by
networking with numerous local vocational organizations. Therefore,
4

One study (Lee et al., 2008) found that the level of expertise of the employment and
human-resource-development managers at local tripartite commissions is generally low,
consistent with the result of this study. Expertise in this case was measured in various
dimensions, such as abilities for information processing, creativity, on-site organizing,
policy participation, on-site support, public relations/persuasion, and education planning.
This study focuses on financial competence and organization rate in addition to these
elements, with the assumption that they make up the basic information for assessing the
capabilities of each organization.
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even after the responsibility for a considerable portion of
employment and human resources development policies is transferred
to the local governments, the central government still needs to
provide support to the local autonomies. In this context, it is very
important that we redefine the role of the central and the local
governments.
Table 9-5. Fiscal Self-reliance of Local Governments (2001, 2003, 2005, 2007)
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The current status of labor, another local player, is as follows.
Unionization in each locality is shown in Table 9-6. Aside from
those in Seoul and Ulsan, most unions consist of fewer than 200
members. If we set the average monthly union fee at about 16,000
won, each individual union (or branch) would have a monthly income
of about 3 million won. Thus, realistically, it is very difficult for
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individual company unions or union branches to implement
employment and human resources development projects for their
members or to engage in policy capacity-building.
Table 9-6. Unionization by Region
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Note. From “Nationwide Labor Organization Rate,” Korea Ministry of Labor (2008). F = FKTU;
K = KCTU; Nonaffil = nonaffiliated.

More problematic is the fact that the regional headquarters (or
regional branches) are not much better off than the individual
workplace unions in terms of policy capacity or project implementation
capabilities. Even larger organizations with higher unionization rates
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and more members, such as the FKTU Gyeonggi Headquarters and
the KCTU Ulsan Branch, will find it very difficult to engage in
capacity-building for human resources development. The FKTU
Gyeonggi Headquarters has 19 full-time officers and an annual
budget of 2 billion won (1.5 billion won in mandatory fees). Most of
this, however, is spent on labor costs for the full-time officers, leaving
very little for projects to develop vocational competency. The KCTU
Ulsan Branch is in a similar situation. It has 10 full-time officers, and
programs related to human resources development are divided among
the Organization Bureau, the Culture Bureau, and the Education
Bureau. Current programs include the Education Bureau’s KCTU
Ulsan Labor College, Women Workers’ School and Labor Law classes,
and the Culture Bureau’s program on Cultural Education, none of
which seem particularly related to actually developing vocational
competency.
Next, let’s look at local employers. Individual employers are quite
insignificant in terms of local vocational competency development.
Most regional companies are SMEs that are rarely able to engage in
vocational competency development. Even those that may be able to
develop vocational competency seek to do so through consortiums of
large and small companies supported by the Small and Medium
Business Administration or through the Korea Ministry of Labor’s
SME consortium projects. It is therefore necessary to look to
employer groups.
The major central employer groups in Korea are the Korea
Employers Federation (KEF), the Federation of Korean Industries
(FKI), the Korea Chamber of Commerce and Industry (KCCI), the
Korea Federation of Small and Medium Business (Kbiz), and the
Korea International Trade Association (KITA). These five groups
comprise the Federation of Economic Organizations, of which KEF
is the secretariat and thus the representative of the employer groups.
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The organization rate for employer groups in Korea, as of the end
of 2003, is estimated to be a maximum of 54% or a minimum of 4%.5
The maximum was calculated by dividing 140,000, the expanded
estimate of the number of member businesses of central employer
groups (in which businesses enrolled in the employment insurance
scheme were included along with KEF members), by 260,000, the
total number of corporations (stock companies, incorporated
companies, limited partnerships, merged companies) surveyed by the
National Statistical Office. The minimum was calculated by dividing
130,000, the number of members as reported by the central employer
groups, by 3.2 million, the total number of companies (including
private businesses) as surveyed by the National Statistical Office.
Table 9-7 provides estimates of organization rates in terms of the
number of businesses and the number of employees, respectively,
expanding on numbers for KEF membership. The KEF organization
rate is 7.1% in terms of the number of businesses, and 22.7% in terms
of the number of employees.
These organization rates do not, however, fully reflect the lack of
organizing ability in Korea’s employer groups. Local employer groups
fare even worse than the central groups. Realistically, it is very
difficult for employer groups to establish independent policy
development bodies or to independently implement projects for
human resources development. Even in Daegu, where organization
rates are relatively high and the fiscal situation is sound, the situation
is dismal. For instance, the Daegu Chamber of Commerce and
Industry has 1,752 members (1,428 corporate members, 324
individual members) and 43 secretariat staff members. Human
resources development projects are divided between the Research
5

There are various obstacles to gaining accurate information on employer group organization status in the Republic of Korea. There have not been enough surveys on companies
that should be included in calculations for organization rates, and the 5 central employer
groups have been very reluctant in providing information on their member companies.
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Division and the Trade Promotion Division. Current programs are
limited to education and training for commerce promotion and a
project for digitization. In fact, rather than human resources
development projects initiated by the Chamber, programs
commissioned by the government account for most of the Chamber’s
profit-generating projects. Meanwhile, at the Daegu Employers
Table 9-7. Organization in Employer Groups
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Federation, although the total annual revenue is about 1 billion won,
revenues from member dues amount to only 200 million won, clearly
reflecting the federation’s fiscal difficulties. In sum, it is very difficult
to expect that local employer groups will have the capacity to
implement projects for employment and human resources
development.
The data suggest that all three parties at the local levels have very
limited capabilities in terms of individually initiating and leading
policies for employment and human resources development.
Therefore, in ensuring that the new local employment governance
structure is fully functional, the most urgent task is to explore
measures to strengthen the capacities of the concerned parties—the
local labor, management, and government bodies. Ultimately, this
associational model, which is emerging as a new governance structure
for local employment policies, is at once a challenge and an
opportunity for labor, management, and government in the Republic
of Korea. While fully recognizing the urgency of the issue of
strengthening the capacities of labor, management, and government,
because the topic stretches beyond the scope of this paper I wish to
leave the issue to be addressed in future studies.
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The Need for Work Sharing to Achieve
Work-Life Balance, and Its Direction
Hoon Kim and Soo Kyeong Hwang

Introduction
The real economy continues to crumble as the US-triggered
financial crisis spreads throughout the world. For the Korean
economy, a similarly pessimistic outlook prevails. Unlike the 1990s
financial crisis, which was followed by a V-shaped recovery driven by
export growth thanks to a weak currency, with this crisis the Korean
economy is expected to undergo a prolonged downturn as a result of
the contraction in domestic demand, exports, and facilities investment.
Employment is also worsening rapidly. According to employment
statistics published by the Korean National Statistical Office, 950,000
Koreans were unemployed as of March 2009, and the annual average
for this year is expected to top 1 million if the economy grows by 2.0% (KLI estimate). The overall unemployment rate increased to 4%
for the first time in 3 years, even as the economically inactive
population (such as discouraged workers) grows, and the employment
crisis is spreading to all age groups, rather than only affecting those in
their twenties.
As the nation braces for the worst job crisis since the 1990s
This is a translated version of a paper published in the Monthly Labor Review (KLI, May 2009).
Hoon Kim, Senior Research Fellow, Korea Labor Institute; Soo Kyeong Hwang, Research Fellow,
Korea Labor Institute.
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financial crisis, work sharing has become the highest national priority
from early this year, one that requires cooperation from all major
economic players. In the Emergency Economic Meeting held on
January 29, 2009, the government unveiled its work-sharing support
programs, and the Labor-Management-Private-Government Agreement
to address the economic crisis, led by the Federation of Korean Trade
Unions and the Korean Employers’ Association (hereinafter the 2/23
Agreement), was announced on February 23, 2009. As the
government took the initiative to increase new hiring by lowering
salaries for entry-level university graduates, the Federation of Korean
Industries (FKI) responded in kind, announcing a new policy to
increase jobs by reducing salaries for entry-level university graduates
among the top 30 companies. Unlike during the 1990s financial crisis,
companies remain cautious about forced restructuring, as more of
them are taking part in work sharing through such methods as wage
freezes, partial wage returns, wage cuts, and working-hour rearrangements.1
But it is not without its share of problems. Whereas work sharing
should be determined by the function number of jobs × work hours ×
wage rate, the current campaign is focused more on wage adjustment
than on work-hour reduction. But it is not clear how the resources
secured by wage cuts or freezes in the public and private sectors can
be used to create proper jobs. In fact, critics argue that such methods
will not accomplish the intended goal and will end up creating only
temporary jobs, such as youth internships (J.-M. Cho, 2009). The
work sharing implemented at each workplace is more of an effort to
maintain the overall number of jobs for the time being as the economy
continues to sour, rather than a fundamental solution to create new

1

According to a press release from the Korea Ministry of Labor (April 15, 2009), 23% (or 1,544
workplaces) of the 6,781 workplaces with more than 100 employees nationwide are engaged in work
sharing as of April 9, 2009.
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jobs when the national economy continues to suffer from jobless growth
and the employment rate remains stagnant. To add new dimensions
to the current work-sharing campaign and create new jobs in the midto-long term, it is necessary to further refine the related policy
instruments such as work-hour reduction (S.-J. Cho, 2009). It is from
this perspective that this paper will briefly review the need for work
sharing to achieve work-family balance and how it can be
implemented in the future.

The Need for Work Sharing to Achieve Work-Life Balance
Hamaguchi (2009) divided work sharing in industrialized countries
into three groups based on the scope of people with whom the jobs are shared.
First is work sharing within the company, which occurs when a company
maintains employment by reducing working hours, even when it
suffers from a business downturn and cannot avoid downsizing. The
best example of is the German company Volkswagen. Second is work
sharing among all workers, one that includes all workers, including the
unemployed, that goes beyond corporate boundaries. The best
example is France under the Socialist government, when the
government reduced the statutory work hours from 39 hours a week
to 35, and reduced employment insurance payments by employers
who hired the unemployed. Third is work sharing among all, where jobs
are shared across all members of a society, men and women, young
and old. It is a way to provide more job opportunities that allow
balance between work and family/personal life by diversifying work
arrangements (more part-time work, etc.), and the example here is the
Netherlands.
The current model for Korea is the first, work sharing within the
company. As a way to implement work sharing through pain-sharing among
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workers, the 2/23 Agreement proposes that “labor shall pursue wage
freeze, return or reduction depending on each company’s business
circumstances and companies shall try to maintain the existing
employment level by refraining from dismissals due to reasons of
business performance” (Tripartite Commission, 2009). The detailed
methods, such as work-shift adjustment, work-hour reduction, wagepeak scheme, and (rotating) leave/work suspension and reallocation,
also aim to maintain overall employment at the company level by
alleviating overemployment caused by the economic downturn. The
government’s Job Maintenance Grant also pursues the same goal. But
the problem is that such in-company work sharing is intended mostly
for standard workers, who are already part of the internal labor
market of a particular company. Non-standard workers (including
indirectly hired employees such as in-house subcontractors or dispatch
workers) feel the hard times even more acutely, and if they are
precluded from work sharing or are even considered outcasts so that
standard workers can keep their jobs, such a work-sharing method is
unlikely to win social support.2 Furthermore, despite some acknowledged benefits, work sharing within the company cannot escape criticism
from the market economy perspective that it actually prevents the
release of unproductive or inefficient workers and deters industrial
restructuring and human-resource reallocation at the macro level.
To pursue a more full-dimensional work-sharing model that will
also create jobs in the longer term requires the third, work sharing
among all, approach. As is well known already, Korea’s labor market is
marked by long hours. As of 2007, the average work hours per year
per worker were 2,316, or 1.3 times longer than the Organisation for
Economic Co-operation and Development (OECD) average of 1,768.

2

Although the 2/23 Agreement stipulates that “labor and management at large companies should make
efforts to support the employment security of non-standard workers, workers at subcontractors or partner
firms through wage freeze, return or reduction, or cost reduction,” it does not specify detailed plans.
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This also means that there is more room to share jobs by reducing
work hours. But it is almost impossible to expect work sharing
through a reduction in actual work hours when the basic approach is
work sharing within the company or reduction in statutory work hours. The
practice of long work hours in Korea is a structural problem that is
based on the needs of both employers and employees. In times of
business boom, when more labor is required, employers prefer to
secure longer work hours from existing employees rather than hire
new workers and subject the company to high fixed costs (especially
employee benefits) and rigid dismissal regulations. Employees also
prefer to work overtime to enjoy the additional pay coming from
holiday work or nighttime work. When business turns for the worse,
companies can adjust labor input by reducing overtime work. If
statutory work hours are reduced without corresponding changes in
corporate hiring practices and operation methods, it would only
increase labor costs for businesses and reduce actual income for workers (Korea
Chamber of Commerce, 2006).
Work sharing among all is also necessary to gradually increase the
employment rate at the national economy level, by facilitating the
labor market participation of the employment-disadvantaged such as
youths, women, and the elderly. According to the Korea National
Statistical office, as of February 2009, there were 372,000 unemployed
youths, or 40.3% of the overall 924,000 unemployed, and the youth
unemployment rate stood at 8.7%. If the employment-disadvantaged
such as those in employment preparation are included, the perceived level
of youth unemployment is much more serious (J.-M. Cho, 2009). The
M-shaped curve commonly witnessed in women’s economic
participation is also maintained. By age group, the economic
participation rate among women in their late thirties and forties has
remained unchanged since the late 1990s. This shows that even after
they become relatively free from childcare responsibilities, they

246

Labor Issues in Korea 2009

experience challenges in returning to the labor market after a career
disconnect. Highly educated women who have a relatively higher
reservation wage expectation are likely to stay away from low-wage,
low-skilled jobs and to remain economically inactive (Korea Ministry
of Labor, 2008). Questions are also being raised about the feasibility
and reasonableness of the mandatory retirement program at around
55, given the ever-increasing life expectancy and aging population
(Phang, Kang, Shin, Ahn, & Lee, 2009). To achieve a sustainable
welfare society, it is necessary to consider an alternative to the rigid
retirement program, such as a gradual retirement scheme in which
work hours are partially reduced after a certain age and employment
insurance or national pension benefits are partially paid to make up
for the resulting lost income.
When employment practices are so heavily geared toward full-time,
standard male employees, it is obvious that economic activities by
women, youths, and middle-aged or older workers will be limited. To
raise employment rates across society in the mid-to-long term, what is
needed is work sharing for work-life balance (WLB) to be pursued at
the national level with consensus from the government and economic
players, so that working hours can be rearranged depending on the
individual’s life course.

Direction for Work Sharing for Work-Life Balance3
Labor Suppliers’ Position: Working-Time Arrangements from the Life-Course
Perspective
Work sharing for WLB should be determined from the life-course
perspective, according to which working time should be distributed
3

The following content is a revised version of excerpts from Chapter 2 of Korea Ministry of Labor (2008).
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and adjusted across the entire lifetime of all members of a society,
being mindful of the fact that they go through different phases in life.
According to the life-course perspective, the individual prefers
different work-leisure distributions depending on his or her phase in
life, and thus adjusting the labor supply, or work time, would be a way
to maximize utility. In other words, work time can be reduced when
the individual needs to spend more time on leisure or family activities,
or it can be increased when he or she needs relatively more income.
Such an arrangement allows for an individual’s or household’s risks
across a life course to be reduced and their quality of life improved.
Figure 10-1 is a list of household types that represent each phase of
an individual’s life course. Generally, a particular individual will be
placed in one of the above household types in a certain point during
his or her life course. Obviously the situation surrounding the
individual will be different depending on the particular household
type or life phase, and there would have to be changes in the work  4JOHMF
⳨
  :PVOHBOENBSSJFEXJUIOPDIJMESFO
⳨
  .BSSJFEXJUIQSFTDIPPMDIJMESFO
⳨
  .BSSJFEXJUIDIJMESFOBHFEˀ
⳨
  .BSSJFEXJUIUFFOBHFEDIJMESFO
⳨
  .BSSJFEBOEMJWJOHXJUIDIJMESFOBHFEPSPMEFS
⳨
  .JEEMFBHFEBOENBSSJFEXJUIOPDPIBCJUJOHDIJMESFO
⳨
  0MEBHFEBOENBSSJFEXJUIOPDPIBCJUJOHDIJMESFO

Figure 10-1. Individual’s life course by household type.
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family balance to improve the quality of life. And such changes would
be reflected in his or her preference for working-time distribution.
The recent discussion on working-time arrangements (WTAs) in
the EU (EU, 2006a, 2006b, 2007, 2008) focused on how governments
can ease the risks to an individual or a household at each phase of the
life course and ensure a chance to institutionally overcome them. The
gist of the discussion was that policy support for WLB should also be
different for each of the life phases. For example, young people
(those at Stage 0) who need to maintain both work and study (or
school work) and parents (Stages 2 and 3) who have the most
intensive childcare burden should be given better access to part-time
work. They can also be given wider discretion in working time, such
as being able to use an extended leave for personal reasons or to use
working time accounts. For the middle- and old-aged (Stage 7), a gradual
or step-by-step retirement plan would allow them to more securely
distribute their time between work and leisure.
Employers’ Position: Corporate Strategy for Work-Life Balance and Flexibility
The Lisbon Strategy, adopted in 2000 with the aim of turning the
EU into the most competitive and dynamic knowledge-based
economy, regards part-time work as a very important factor in
improving employment rates. It was expected not only to improve job
opportunities for the relatively disadvantaged groups (women, youths,
and the elderly) but also to be vital in strengthening corporate and
national economic competitiveness if accompanied by appropriate
education and training along the entire life course. The recent
discussion accounts more for WLB and is expanding toward WTA
policies that will include different types of work (in addition to parttime) that can increase working-time discretion (or flexibility).4
4 Refer to the Web site of the Directorate-General for Employment, Social Affairs and Equal
Opportunities of the EU (http://ec.europa.eu/employment_social/employment_strategy/index_en.htm).
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The fundamental reason why companies are interested in WTA
that accounts for WLB is that they need to seek working-time
flexibility if they are to keep up with the changing environment of
today’s globalized economy. They primarily wish to be able to
smoothly adjust labor inputs as a way to address growing market
uncertainties and volatility. At the same time, changes in the
production process and work organization following technological
innovation are providing the platform to move away from traditional
Taylorism and its standardized work-hour management toward more
diversified and personalized working-time patterns. Seen in this
context, a company’s primary interest is not work-life balance but flexible
working time itself. Thus the WTAs preferred by companies are those
that are directly related to flexible working time, such as a flexible
work scheme, part-time work, less regulation of nighttime/weekend
work, and overtime. This is why businesses are demanding
deregulation to increase working-time flexibility, and in fact many
countries have made changes to that end (Korea Ministry of Labor,
2008).
And as seen in Table 10-1, the WTAs preferred by companies and
by workers are not necessarily mutually exclusive. For example, such
options as flexible work hours and part-time work are generally
welcome by workers as well as employers.
Regarding the reasons why businesses try to provide wide-ranging
options for working time for the sake of WLB, EU (2006a) pointed
out the following: (a) socioeconomic, demographic, and cultural
changes such as individualism and population aging; (b) improving
efficiency through internal flexibility, and adapting to changes in work
organization and human resource management (HRM); (c) existing
legal and institutional structure and incentives; and (d) demands by
social partners such as unions and women’s groups. In other words,
businesses also cannot avoid adjusting to changes in the social
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environment. There is motivation for businesses to pursue changes in
HRM to better comply with the new environment, in which WLB is
more valued than before. To provide policy support for businesses so
that they will take action on WTAs, it is necessary to understand what
the motivation or rationale is for companies to consider WLB and
what would be helpful or detrimental in promoting WLB.
Table 10-1. Working-Time Arrangement Options for Work-Life Balance
0QUJPOTQSFGFSSFECZXPSLFST

0QUJPOTQSFGFSSFECZDPNQBOJFT

8PSLJOHUJNFEJTDSFUJPO
'MFYJCMFXPSLIPVST
1BSUUJNF  
8PSLJOHUJNFBDDPVOU 

8PSLJOHUJNFGMFYJCJMJUZ 
'MFYJCMFXPSLIPVST 
1BSUUJNF
6ODPOWFOUJPOBMXPSLIPVST
OJHIUUJNF XFFLFOE 
0WFSUJNF 

7BDBUJPOMFBWF 
$IJMEDBSFMFBWF 
'BNJMZDBSFMFBWF 
4BCCBUJDBMUFNQPSBSZMFBWF
&EVDBUJPOUSBJOJOHMFBWF 
MJGFMPOHFEVDBUJPO 

5FNQPSBSZFNQMPZNFOU 
5FNQPSBSZDPOUSBDUT 
$POUSBDUDPNQBOZXPSLFST
0UIFSUFNQPSBSZIJSJOH 

3FUJSFNFOUQMBO
'MFYJCMFSFUJSFNFOU
&BSMZSFUJSFNFOU

3FUJSFNFOUQMBO
'MFYJCMFSFUJSFNFOU
&BSMZSFUJSFNFOU

Note. Working-time arrangement options related to work-life balance are marked in bold letters.
From EU (2007).

Table 10-2 provides a summary of the costs and benefits of WLBrelated programs from the business perspective. The following
implications can be derived from the table.
First, companies that adopt WLB programs incur direct costs as a
result of having more employees; as well as indirect costs, such as
supervision and management costs associated with diversified or
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multidimensional HRM across all areas from recruiting, training and
education, and evaluation, to compensation. But the supervision and
management costs are more like initial costs, and it is unlikely that
companies will incur any additional costs once the programs are
adopted and well in place.
Second, the benefits to be gained by the companies are as follows:
reduced turnover on the part of skilled workers, higher worker
productivity, and advantages in attracting higher-quality workers
thanks to an improved corporate reputation. All of these benefits will
materialize in the mid-to-long term rather than in the short term.
Third, the initial incentive to adopt WLB programs may be weaker
without an extraordinary motivation such as a CEO’s special interest
or a union’s demands, because whereas the costs to introduce WLB
programs will occur immediately, the benefits may be realized over a
Table 10-2. Work-Life Balance Programs: Costs and Benefits
$PTUT
%JSFDUDPTU"EEJUJPOBMXPSLTQBDF
GPSNPSFXPSLFST GBDJMJUJFTXJUIJO
UIFDPNQBOZQSFNJTFTTVDIBT
OVSTJOHSPPNPSEBZDBSFDFOUFS 
SFUSBJOJOHGPSSFUVSOJOHXPSLFST  


4VQFSWJTJPODPTU5PQSFWFOUXPSL
EJTDPOUJOVJUZUIBUNBZCFDBVTFE
CZTIPSUFSXPSLIPVSTPS
UFNQPSBSZBCTFODF NPUJWBUF
XPSLFSTXIPEPOPUSFDFJWF
BEEJUJPOBMJODPNF  
.BOBHFNFOUDPTU5PJOUSPEVDFBOE
DPNNVOJDBUFOFXQSPHSBNT 
EFUFSNJOFUIFTDPQFPG
BQQMJDBCJMJUZ FMJHJCJMJUZ SFWJFX
BTTPDJBUJPOXJUIPUIFSQSPHSBNT

#FOFGJUT
3FEVDFEIJSJOHBOEUSBJOJOHDPTUTCZ
SFEVDJOHTLJMMFEXPSLFSTⲱUVSOPWFS
)JHIFSQSPEVDUJWJUZUIBOLTUPMFTTTUSFTT
SFHBSEJOHXPSLGBNJMZCBMBODF 
"EWBOUBHFJOIJSJOHRVBMJUZXPSLFSTUIBOLT
UPFNQMPZFFGSJFOEMZSFQVUBUJPO 

"EWBOUBHFJOXPSLJOWPMWJOHEJWFSTJUZ 
JOUFSFTU BOEDSFBUJWJUZ 
'MFYJCJMJUZJOPWFSBMM)3BMMPDBUJPO 
&BTJFSUPSFGMFDUDPOTVNFSTⲱOFFETBT
FNQMPZFFTⲱNBLFVQCFDPNFTNPSF
BMJHOFEXJUIHFOFSBMDPOTVNFSTⲱ
NBLFVQ 
#FUUFSDPSQPSBUFJNBHFBOEJODSFBTFE
JOWFTUNFOU 

Note. Information recompiled based on Evans (2001).

252

Labor Issues in Korea 2009

longer term. Therefore, policy support to promote the programs will
be needed in order to reduce initial costs incurred by companies.

Conclusion
Although work sharing through WTA that accounts for WLB must
be the key element of employment policies aimed at increasing the
employment rate in the mid-to-long term, there are still widespread
negative perceptions regarding part-time or flexible work in Korea.
Companies are so accustomed to employment practices centered
around full-time, standard male workers that they are unskilled in the
managing of diverse human resources by allowing working-time
discretion or hiring part-timers. They are also concerned about the
negative consequences of work-sharing such as higher labor costs
(due to increased fixed costs) and business discontinuity.
Unions and women’s organizations also remain leery of part-time
work or more flexible work hours, concerned that they may lead to
the hiring of more non-standard workers. They are concerned that
although WTA may increase job opportunities, workers may end up
getting caught in the non-standard workers’ trap, never to escape.
Such concerns do have solid grounds, as the reality in Korea today is
that most non-standard jobs are concentrated in low-wage, lowproductivity work such as administrative clerkships, and service/sales
and routine work, and do not function properly as a bridge to
standard work (Geum, 2000). Thus it is necessary for the government
to institutionally ease the dilemma by establishing firm principles and
standards to address possible negative consequences of work sharing
for WLB, such as worsening conditions for the employmentdisadvantaged and the feminization and continuation of part-time
work (see Table 10-3).
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The priority should be on reviewing the existing laws regarding
working hours that place undue restrictions on the flexible operation
of working time, so that they will be more in tune with the changing
environment. In this process, it is not only employers’ working-time
flexibility but also workers’ working-time discretion according to their
life course that should be considered. The time savings account currently
in place in most major economies should be actively considered.
Furthermore, any revision to the working-hour laws should be
approached cautiously, based on a thorough analysis and evaluation
of other countries’ cases (Korea Ministry of Labor, 2008).
Meanwhile, to alleviate concerns about the increased the use of
non-standard workers, it is necessary to develop a model that can
spread part-time work and flexible work hours in industries and
occupations where job security is relatively guaranteed and where the
principle of equitable treatment based on job value can be applied.
Japan’s part-time standard worker system; Sweden’s, Denmark’s, and
France’s part-time-during-childcare period; and Singapore’s Part-time
Employment Scheme (part-time employment in the public sector)
show that part-time work and diverse WTAs do not necessarily lead
to weaker job security. Rather, the problem is the government’s intent
to prevent abuse of part-time work and flexible working time as a way
to reduce personnel costs that arise from an unreasonable standardjob wage system. What is needed in particular is to develop a
comprehensive institutional design with a mid-to-long-term perspective
and consistent action so that part-time jobs can be a bridge to
standard work, not mere temporary or support jobs, or become
decent jobs with guaranteed job security subject to the ‘equal work,
equal pay principle’.
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Table 10-3. Working-Time Arrangement Policies: Dilemma and Solutions
1PMJDZEJMFNNB

"TTFTTNFOUBOETPMVUJPOT 

8PSTFOJOH
DPOEJUJPOTGPSUIF
FNQMPZNFOU
EJTBEWBOUBHFE 

5IFCVMLPGSFDFOUKPCJODSFBTFTJOUIF&6BSFDPNJOHGSPN
XPNFOBOEFMEFSMZXPSLFST BOEJUJTHFOFSBMMZCFMJFWFEUIBU
85"QPMJDJFTTVDIBTQBSUUJNFXPSLBOEGMFYJCMFXPSLIPVST
QMBZFEBOJOTUSVNFOUBMSPMF5IVTJUJTFYQFDUFEUIBUEJWFSTF
XPSLJOHUJNFPQUJPOTXJMMCFWJUBMJOFOBCMJOHMBCPSNBSLFU
QBSUJDJQBUJPOCZUIPTFXIPDBOOPUXPSLGVMMUJNFGPS
QFSTPOBMPSGBNJMZSFBTPOT FTQFDJBMMZUIFFNQMPZNFOU
EJTBEWBOUBHFE 

/FHBUJWFUP
NBJOUBJOJOHIFBMUIZ
XPSLJOHUJNF 

-POHBOEJSSFHVMBSXPSLIPVSTOFHBUJWFMZBGGFDUXPSLFSTⲱ
IFBMUIUIFSFTIPVMECFSFHVMBUJPOTBOEDPPSEJOBUJPOTPUIBU
XPSLJOHUJNFGMFYJCJMJUZEPFTOPUMFBEUPMPOHXPSLIPVST
BOEJNQPTJUJPOPGJSSFHVMBSIPVST 

-FTTJODPNFGPSMPX
JODPNFXPSLFST 

-PXJODPNFXPSLFSTNBZUFOEUPXPSLMPOHFSUP
TVQQMFNFOUUIFJSJODPNF5IFNJOJNVNXBHFTZTUFNTIPVME
CFVTFEUPHJWFBEFRVBUFQSPUFDUJPO

'FNJOJ[BUJPOPGQBSU
UJNFXPSL 

1BSUUJNFXPSLJTHFOFSBMMZMPXTLJMMFE MPXXBHFXPSL BOE
UIFSFJTBQPTTJCJMJUZUIBUXPNFOBSFDPODFOUSBUFEJOUIFTF
KPCT UIFSFCZXPSTFOJOHUIFFYJTUJOHHFOEFSHBQJOUIFMBCPS
NBSLFU5IFSFTIPVMECFJOTUJUVUJPOBMTPMVUJPOTBOE
BEEJUJPOBMQPMJDZJOTUSVNFOUTUPJNQSPWFUIFRVBMJUZPGQBSU
UJNFXPSLBOEQSPUFDUFNQMPZNFOU 

&OUSFODIFEHFOEFS
SPMFEJWJTJPO 

*G8-#QPMJDJFTUBSHFUNPTUMZXPNFO JUJTQPTTJCMFUIBUUIF
HFOEFSCBTFESPMFTUSVDUVSFCFUXFFOBNBSSJFEDPVQMFJT
FWFONPSFTUSFOHUIFOFE5IFSFTIPVMECFQPMJDZJOTUSVNFOUT
UPQSPNPUFNFOⲱTVTFPGDIJMEDBSFMFBWFBUUIFTBNFUJNF  

.PSFXJEFTQSFBE
GMFYJCJMJUZ 

"HSPXJOHOVNCFSPGDPNQBOJFTBSFBEPQUJOHGMFYJCMFXPSL
IPVSTBOEUJNFTBWJOHTBDDPVOUT5IFZTIPVMECFBEPQUFE
POBQIBTFCZQIBTFCBTJT TUBSUJOHXJUIUIFPQUJPOTUIBUBSF
XFMDPNFECZCPUIXPSLFSTBOEFNQMPZFST

1PUFOUJBMDPOGMJDUT
GSPNEJGGFSFOU
JOUFSFTUTCFUXFFO
MBCPSBOE
NBOBHFNFOU  

*GUIFSFBSFDPOGMJDUJOHJOUFSFTUTCFUXFFOMBCPSBOE
NBOBHFNFOUSFHBSEJOH85" JUXJMMOFHBUJWFMZBGGFDU
TBUJTGBDUJPOSFHBSEJOHOFXQSPHSBNT5IJTQSPCMFNPDDVST
NPTUMZXIFO85"JTJNQPTFEXJUIPVUXPSLFSTⲱDPOTFOU
UIFSFTIPVMECFTVGGJDJFOUEJTDVTTJPOBOEBHSFFNFOUXFMMJO
BEWBODF 
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Table 10-3. (Continued)
1PMJDZEJMFNNB

'BJSOFTTUPBMM
XPSLFST 

"TTFTTNFOUBOETPMVUJPOT 
4JODFUIFGSBNFXPSLGPS8-#QPMJDJFTJTTFUGPSXPSLJOH
XPNFO FTQFDJBMMZNBSSJFEXPNFO UIFSFBSFHSPXJOH
DPNQMBJOUTUIBUJUEPFTOPUNFFUUIFOFFETPGNFOBOETJOHMF
XPNFO*UTIPVMECFJOTUJUVUJPOBMMZEFTJHOFETPUIBUUIFZ
IBWFVOJWFSTBMBQQMJDBCJMJUZ OPUUBSHFUFEUPDFSUBJOHSPVQT 
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Characteristics and Policy Response
for Freelance Labor
Junwook Hwang

Introduction
“Why am I toiling away for the company? Will I stay here for the rest of my
life? Should I just go independent, working as a freelance? No boss to answer to,
working anytime I want, making more money?”

These are commonly recurring thoughts for wage workers who are
on a company’s payroll.
The term freelance, commonly used in society, tends to convey a
positive image: of planning for one’s work according to one’s will,
going out into a fair market, winning projects with one’s negotiating
skills, freely choosing work and leisure time, and reaping all the
rewards of one’s labor.
But is it really true? Based on interviews with freelances in the
telecommunications and film industries (where many of freelances are
active), this paper reviews the characteristics of their work and what
the appropriate policy response should be.
This is a translated version of a paper published in the Monthly Labor Review (KLI,
June 2009). This paper is based on Korea Labor Institute’s “Study on Freelance
Employment Relations” (Junwook Hwang, Hyunji Kwon, Young-Mi Kim, JeSeong Park, and Jaeryang Nam, 2008).
Research Fellow, Korea Labor Institute.
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About Freelances
The word freelance was first used to indicate mercenary soldiers in
the Middle Ages. It first appears in the historic romance Ivanhoe by Sir
Walter Scott (1771–1832) to indicate medieval mercenary warriors.
Freelance work is based on subcontracting (or a service contract)
rather than on an employment contract. The work relationship is
based on compensation for the product of the work, not the period
of work (years/months/weeks/days/hours); and a freelance, unlike
other self-employed persons, does not have employees who are
subject to his instructions. A freelance is also characterized by the
absence of a long-term, exclusive relationship with a particular
employer; the work is mostly short-term, and is provided to different
contractors.
In today’s employment reality, the term freelance encompasses a
broader group of workers than the traditional definition. On the one
hand are those with sufficient independence and autonomy. They
have special skills and almost equal bargaining power with the
employer, and they sign a contract when the conditions offered by
both sides are negotiated and accepted, work where they want and
how they want, and deliver the result under the mutually agreed-on
contractual terms.
Then there are those who are heavily bound to a particular
employer. The work is project-based, under a subcontract, and the
workers must behave according to the contractor’s specifications with
regard to the place, method, and hours of work. This is little different
from ordinary employment relations. Many of them are actually in
employment relations, not subcontracting relations, but the employer
would abuse project-based subcontracting as a way to avoid social
and/or financial costs, thereby turning them into pseudo-freelances.
The types and numbers of freelances differ by industry. They are
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most commonly found in broadcasting, the press and the media,
filmmaking, information technology (IT) and consulting, and in
relatively new fields that require special and creative skills. They are
less common in traditional manufacturing or service industries, but
freelance or similar type of labor is likely to spread as the demand
grows for specialization, modularization, and small-volume
production of diversified products (as opposed to mass production of
standardized products).
In other countries, more types of freelance or similar workers are
appearing, such as independent contractors, free agents, the
knowledge-based self-employed, small-office/home-office (SOHO)
business owners, and part-time counselors. They are placed under
different labor classifications from one country to the next, and
efforts are being made to statistically capture them. In the United
States, independent contractors make up 7.4% of all labor as of 2005
(U.S. Department of Labor, requoted from Wikipedia), and in France,
independent workers (les travailleurs indépedants), at 2.3 million, make up
as much as 10.3% of the total labor force.
How Are the Freelances in Korea’s Telecommunications and
Filmmaking Doing?
There has not been sufficient research or studies on freelances in
Korea. Hwang et al. (2008), which this paper is based on, described
the work and private lives of freelances in the telecommunications
and filmmaking industries based on in-depth interviews. Their
conclusions about the origin of freelances, employment and working
conditions, work, and skill building and career building are
summarized herein.
Origin of freelance
According to the report, freelances originate from a combination
of factors: demand factors from industry, the labor market,
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institutions, and contractors; and supply factors (either voluntary or
involuntary) from workers.
On the demand side, the factors in the filmmaking industry that
lead to growth in the number of freelances are as follows: studios’
dependence on outside investment, the trend toward labor flexibility
and specialization that reduces permanent staff in studios, and growth
in the number of one-person productions. In the IT industry, the
most common forms of freelance subcontracting are jobs that can be
performed independently, highly skilled freelance jobs associated with
IT service projects, and projects that require developers who are
dispatched from a third- or fourth-tier subcontracting company. The
most dominant form of demand is for experienced freelances from
subcontracting companies that lack in-house technology. In IT,
particularly in systems integration (SI), the multitier subcontracting
practice (unique to the industry) is the main driver of demand for
freelance developers.
On the supply side, freelancing is more of an active choice in both
the filmmaking and IT industries. There are several and varied
incentives for freelancing in filmmaking, but the most important are
creative independence and networking with investors and core
creative workers. But in the IT industry, especially in SI, almost
without exception freelances cite relatively high income as the most
important incentive.
The self-perceived identity of freelances differs depending on the
combination of supply/demand factors and voluntary/involuntary
factors involved. In filmmaking, freelances have a relatively strong
sense of self-identity as freelances or artists, whereas in IT,
particularly SI, developers mostly reject the self-identification as
freelance.
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Employment relations and working conditions of freelance
There are also significant differences in employment relations and
working conditions by industry and job; the most commonly found
are the following three. First, although the freelance contract takes the
form of a project contract in both industries, each comes with its own
specific industrial features. Whereas in filmmaking, the nature of
freelancing is more pronounced, in IT, the freelance relationship
contains many elements of an employment contract. The reason why
the filmmaking industry has a more typical form of project-based
employment is the method of production: small job groups come
together during the limited production period to create a large project
team and perform different tasks at the same time. In IT, contractual
relations seem to reflect more organizational elements because of the
multitier subcontracting practice widespread in the industry. In
addition, whereas in filmmaking it is the type of collaboration
required in the production process that somewhat restricts individual
freedom in terms of work hours, in IT, it is organizational practices
and hierarchy that highly affect and restrict individual freelances and
their freedom in terms of work hours.
Second, there are large differences not only by industry but also by
job. The more creative the jobs, the more similar they are to each
other irrespective of industry. For example, screenplay writers and IT
Web illustrators appear to be almost an archetype of the job-based
labor market or individual freelance contract, in which the worker’s
position is determined by his or her skill level. Both cases require
individual control of work hours, and their involvement in long work
hours is due to reasons that are quite different from those for
filmmaking crews or IT developers. In comparison, filmmaking crews
and SI developers are highly restricted in terms of individual decisionmaking. The film crew is bound to the overall project team’s progress,
and SI developers are highly bound to the organizational hierarchy.
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Third, as much as industrial and job factors, skill difference is also
an important factor that differentiates freelances’ wages and working
conditions. Freelance workers with no developed skills or in areas
with skill standardization cannot engage in jobs in which they can
wield individual bargaining power (the individual freelance market or
the project-type flexible labor market). They strongly exhibit
characteristics of wage workers in terms of their wage and working
conditions.
Work of freelance
Analysis of freelance work in the main jobs of filmmaking and IT
also shows differences by industry and job as well as some common
characteristics. First, the more creative the job, the more independent
the worker. It is more pronounced by job type than by industry.
Highly creative jobs such as screenplay writers, production directors,
and IT illustrators seem to have more independence. In comparison,
other members of the filmmaking crew do not enjoy a high level of
independence except for the few in top positions, and in IT, freelance
workers appear to have a level of independence similar to that of
wage workers bound by organizational hierarchy.
Second, jobs with relatively high independence and an individual
working method tend to be limited to professional jobs. And the
more limited they are to professional jobs, the better the working
environment for freelances. This implies that for freelance contracting,
it is necessary to limit the work scope to more professional fields and
to try to keep a limited work scope in the course of performing the
job. For example, although freelance developers working for an IT
project are technically freelances, they are placed in an environment in
which the design accountability is not clear because of unclear job
descriptions. There are now moves to set the boundaries for job
scope and responsibility. The problem is that an environment with
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unclear accountability undermines freelance developers’ motivation
and commitment, which is a serious detriment to improving labor
productivity in IT service, where creative problem-solving skills are
vitally important.
Third, the more independence given to freelances, the more selfregulation there is than organizational hierarchical control.
Fourth, the employer (the one giving the work) mostly controls
only the final outcome of a project. In the film industry, where several
teams collaborate on one project, box-office revenue is the main
performance indicator, whereas in IT, completing the project within
the timeline is.
Fifth, when the final product of freelances’ work includes creative
parts, the rights to the creations belong to the freelances. But in
reality such rights seem to come with many restrictions.
Skill and career development of freelance
As for the characteristics associated with freelances’ skill and career
development, first, as often seen in the movie industry, it is difficult
to define and measure skills in jobs that have highly creative elements.
The process of acquiring such skills also largely depends on not only
tangible factors but also the intangible, such as experience. In
comparison, the IT industry features more objective skill guidelines
and skill-building processes.
Second, it was found in both industries across different jobs that
the responsibility for building skills through training and education
falls to individual freelances themselves. This is seen not only in jobs
with a relatively high level of independence and specialization, such as
screenplay writers and production directors, but also in almost all
freelance jobs in IT, where the level of independence is low and
organizational hierarchy is dominant.
Third, even when freelance status is voluntarily chosen, freelancing
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is often not the ultimately desired career goal but a stepping stone to
becoming an employer or self-employed. This implies that in Korea
there is still no formal structure for freelance career building.
Fourth, many of the factors that positively affect career building
are highly personal, so much so that experienced freelances tend to
Table 11-1. Characteristics of Freelances in Filmmaking and IT
%JGGFSFODFTCZ
JOEVTUSZ

%JGGFSFODFTCZKPC
XPSLFS 

1VSTVJUPGGMFYJCMFMBCPS
EJWJTJPOBOE
TQFDJBMJ[BUJPO DPTU
DVUUJOHUISPVHI
PVUTPVSDJOHFOUSZJOUPB
NPSFTQFDJBMJ[FEDBSFFS
QBUI EFTJSFGPSHSFBUFS
TFMGEFUFSNJOBUJPO

.PSFWPMVOUBSZ
DIPJDFPG
GSFFMBODJOHJOUIF
GJMNJOEVTUSZUIBOJO
*5 

.PSFWPMVOUBSZ
DIPJDFPG
GSFFMBODJOHJO
JOEJWJEVBMKPCTUIBO
JOUFBNCBTFEKPCT 

$POGVTJPOCFUXFFO
GSFFMBODF TFMGFNQMPZFE
BSUJTU BOEXBHF
XPSLFS 

4USPOHFSTFMG
QFSDFQUJPOBTB
GSFFMBODFBOEBSUJTU
JOUIFGJMNJOEVTUSZ
UIBOJO*5

5IFIJHIFSUIFOFFE
GPSDSFBUJWJUZBOE
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Table 11-1. (Continued)
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get more opportunities, leading to the phenomenon of the rich
getting richer and the poor getting poorer. This implies that personal
assets (e.g., networking based on school ties) can have a decisive
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impact on career building in the initial stage, which can be detrimental
to balanced and stable social development. There should be a
mechanism by which freelances can get work through an open social
network, not personal assets. In relation to this point, it should be
pointed out that the current structure, in which age becomes a liability in
a freelancing career, will be a deterrent against freelance jobs becoming
an important part of Korea’s employment structure in the future.
The discussion so far of the characteristics of freelances in
filmmaking and IT is summarized in Table 11-1.

How Can Freelances Be Classified?
The discussion so far shows that freelances in filmmaking and IT
have different characteristics by industry and job. Based on such
characteristics, the following explorative typology can be attempted.
First, two main factors differentiate freelance groups. The first is
skill level. This can be used to group freelances into two groups. One
is the highly skilled group engaged in jobs with a relatively high
requirement for creativity and specialization, such as writers and
production directors in filmmaking or Web illustrators in IT. They are
characterized by a lengthy career in the external environment, where
business-to-business relations are based on horizontal networking
(such as in the film industry); a voluntary choice of freelancing status;
and a relatively high level of self-determination, independence, and
bargaining power. In short, they are the high flying freelances. They are
able to contract on a relatively equal footing, and they enjoy a high
level of autonomy in work-hour distribution, work location, and
choice or possession of work tools. They undergo a largely resultbased career-development process, in which getting the next job
depends on the market’s judgment of their previous final product;
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and in this process, personal networks play an important role. Skill
building occurs mostly through on-the-job experience, and lacking
corporate or public support, they undertake their own training and
education through personal means in between jobs. They display
strong self-awareness as freelances, and rather than job security, they
wish for continuous work and guaranteed rights to their creative
products.
The other group is the medium- or low-skilled freelances, in jobs
that have relatively little need for creativity or specialization such as
film crews or IT developers, or the less-experienced workers in the
multitier vertical subcontracting structure in the IT industry. They
exhibit a low level of autonomy in their choice of freelancing status
and work activities. There is a big gap in bargaining power in the
course of contracting, and the choice of work hours, location, and
tools depends on the contractor’s instructions rather than on
individual decision making. Work control also depends on
organizational hierarchy rather than self-regulation, and the main
controlling mechanism is based on quantity. Skill development in this
group also occurs through on-the-job experience, and the
responsibility for this lies with each individual. These freelances tend
to think of themselves as temporary contract workers rather than
freelances, and they wish for job security (by becoming standard
workers), compliance with basic contract terms and working
conditions, and guaranteed rights.
The second classification factor is work method. The first type is
individual-based whole production, in which the freelance’s work is a
complete final product in and of itself. In this case the specific work
plan and work process are determined and controlled by the worker’s
free will. The second type is individual-based modular production, in
which the work is performed individually but the outcome is not a
complete product or service but a part of a bigger product. In this
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case the level of self-determination and independence is lower than
with the first type. A third type is team-based whole production
(intra- or interteam), in which the outcome is a complete product or
service. Self-determination or independence is limited in this case but
is still higher than with the fourth type, explained below. The level of
self-determination and independence of individual freelances also
differs according to their position within the team. Last is team-based
modular production, in which work is performed in an intra- or
interteam collaboration but the outcome is not a complete product or
service. In this case, the level of self-determination or independence
for freelances is the lowest, similar to that for wage workers, who are
bound by organizational hierarchy.
Using the two classification factors above, an exploratory typology
of freelances can be attempted. The skill level (highly skilled or
medium-/low-skilled) can be placed on the horizontal axis, and the
work method (individual completion/modular, team-based
collaboration/modular) can be indicated on the vertical axis; the
resulting typology is seen in Table 11-2. In theory, up to 8 types are
possible, but only 4 types are relevant to the freelances in IT and
filmmaking who were subject to analysis for this study.
The first type is hierarchical independent outsourced freelances—
those with a low skill level who are working individually. They are
defined by a low level of self-determination and control by hierarchy.
The hierarchical independent outsourced freelances can be further
broken down by the level of completeness of the outcome of their
work. Those with a high level of completeness would include lowskilled Web illustrators, and those with a low level would include SI
developers. The second type is business-type freelances, who
combine an individual work method with highly developed skills.
They are defined by a high level of self-determination and self-control.
Screenplay writers and highly skilled Web illustrators fall into this
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category. The third type is network-based project freelances, where
high skills meet a team-based work method. In this case, there is a
high level of self-determination and independence but the team
hierarchy also has a certain impact on the work process. Highly skilled
members of a filmmaking crew would fall into this category. The
fourth type is subcontracting project freelances, where low skills meet
a team-based work process. This type features the lowest level of selfdetermination and independence; examples include software
development teams and filmmaking crews. Whereas the third type
exhibits characteristics of the primary labor market and
corresponding employment flexibility, the fourth type is more akin to
the secondary labor market and features job insecurity.
Table 11-2. Classification and Typology of Freelances
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Is There No Need for Policy Support for Freelances?
Korea’s labor policies so far have targeted mainly wage workers.
The self-employed and freelances have not been on center stage
because they are basically considered businesses, not workers.
But as can be seen from the analysis so far, the freelances who
enjoy freedom, bargaining power and high compensation as described in the
introduction are found only in some jobs that require a high skill level
and allow individualized work. In low-skilled or team-based jobs,
many freelances in Korea still work at a level of dependence similar to
that of wage workers, and they have very low job security. In addition,
for any individual performing socially relevant work, society must
guarantee basic rights regarding their work. This applies equally to all,
even to the high flying freelances who have a high skill level and
bargaining power. This is why there is more than enough justification
to provide policy support to freelance workers as well.

What Direction Should Policy Support for Freelances Take?
There can be two sets of labor policies for freelances: one is a
general policy to be applied to all freelances irrespective of skill level,
and the other is differentiated policy applicable by skill level and
industry.
First, the commonly applicable policy must define the career
development path—the steps all freelances must take, the training
and education they need, and the kind of future they can envision
from where they are now. There should also be an institutional
mechanism to provide retraining to freelances who currently do not
enjoy employment insurance coverage. In addition, the social
insurance program, which provides a basic safety net for the working
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population, should be modified to include noncontinuous freelance
workers. The public employment service program, which targets
mostly wage workers, should also include freelancing workers,
building databases on individual freelances and projects, as well as a
matching system between the two. Last, freelances’ copyrights to their
created content must be protected. In jobs that involve a high level of
creativity, there must be a mechanism to protect freelances’
copyrights and monitor compliance.
The contract terms and working conditions for low-skilled
freelances are very similar to those for wage workers. Despite the
disadvantage this poses, the freelancing system persists because of
freelances’ own desires to become more highly skilled (and thus their
willingness to accept the present unreasonable conditions), and
because of the intent of companies (employers) to abuse freelancing
in order to increase labor flexibility and keep costs down. Thus for
low-skilled freelances, a more short-term policy response is necessary.
The scope of wage workers defined under the existing law should be
expanded to include these freelances, to consider them workers with
wage workers’ characteristics who sign freelance contracts, thus
ensuring that they are guaranteed basic wage workers’ rights in
contracting, work hours, and compensation. In addition, social
security for low-skilled freelances should be effectively improved so
that they enjoy social security to an extent similar to that for wage
workers. There should be a standard contract form for low-skilled
freelances to clearly define the job scope and working conditions and
to provide for social security contributions, and compliance with such
a contract should be monitored. There should also be skill-building
support for low-skilled freelances so that they can become more
highly skilled in the field of their choice. A career-development path
should be defined, and a training and education network built
accordingly in connection with freelance jobs, so that more freelances
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can enjoy the benefits of effective training.
For highly skilled freelances, a more long-term policy direction is
required. The existence of freelances outside of the two currently
defined employment types (the self-employed and wage workers)
should be recognized, and new fields should be developed so that
they can increase their skills even further by following a specialized
career path. The legal framework, which distinguishes between wage
workers and the self-employed, should be expanded to include
freelances as a third category, defining a contractual arrangement
different from that for wage workers, and laying down basic terms
and regulations. In this case as well, there should be social support for
skill building, social protection against risks stemming from
irregularity and job insecurity, and an open network between
freelances and between freelances and jobs. When designing such a
third category of highly skilled freelances, companies should be
cautioned against trying to misuse such a category for the purpose of
labor flexibility. In other words, companies might attempt to contract
low-skilled freelances, who work under conditions similar to those of
wage workers, as highly skilled freelances, in order to increase
flexibility in contract relations. These cases of misuse are often
witnessed in Italy, where such a third category already exists. Thus a
strict definition of highly skilled freelances is required, as well as
heavier penalties for misuse of the system, to create a social norm
against such practice.
As can be seen from the analysis above, there are clear differences
in freelancing characteristics by industry. Thus industrial
characteristics must be reflected in policies designed to support
freelances. For example, in the filmmaking industry, there can be
standardization of job responsibilities and compensation in
consideration of the individual’s career and previous activities, and
there is a high demand for job-based retraining. In the IT industry,
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where multitier subcontracting prevails, the current practice of
bringing in-house employees and freelances in different stages to
work together in the same place undermines self-determination and
specialization, and worsens the working conditions for freelances. It is
necessary to reduce the number of tiers in subcontracting and to
encourage direct contracting between companies and freelance
workers.

Conclusion: Starting a Social Discussion on Freelances
Freelancing is not simply a paradise for workers in which they can
be free of the shackles of employment relations. The realm of
freelancing is made up of a few highly skilled, specialized workers and
many low-skilled workers who aspire to be like them, but who are
currently bound just as wage workers are and exposed to the risks of
job insecurity.
Korean society to this day has postponed a meaningful dialogue on
freelances. There is no statistically based guideline for identifying
freelances, and no legally defined concept of the term. Against this
backdrop, freelances belong neither to the self-employed nor to the
wage-worker category, are entitled to little or no policy support, and
are excluded from social discussion.
But as high value-added industries driven by creative ideas (such as
cultural industries) continue to expand and as technology ceaselessly
develops, a higher level of specialization and flexibility are required
from labor. Freelancing is likely to only grow in size and importance
in our society in general.
It is thus necessary to further refine social perceptions of freelances.
More thought must be given to developing legal and statistical
frameworks that recognize the actual presence of freelances and more
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clearly define them. Based on such frameworks, there needs to be
more active social discussion regarding freelances and as well as a
basis for social support.
Such social discussion should focus on how to improve on and
strike a balance between the elements from the two ends of the
freelance spectrum: the self-determination, specialization, and
creativity of the highly skilled; and the job insecurity of the low-skilled.
Freelance contracting is an appropriate arrangement only when there
is a high level of specialization by each individual that entitles him or
her to sufficient compensation even with short-term employment and
when there are enough jobs to go around. Otherwise, freelance
contracting brings workers only job insecurity, low income, and
anxiety. To ensure that this form of contracting satisfies the members
of an industry and promotes sustainable development of the industry
over the long term, it is necessary to keep developing each individual’s
special skills while guaranteeing his or her basic social rights.
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IMPACT OF SPORTS’ CHARACTERISTICS ON
THE LABOR MARKET
Junwook Hwang, Min Ki Hong,
Seung-Yeol Yee, and Sang-Min Lee

Introduction
The characteristics of employment and job responsibilities within a
labor market depend on the demand and supply, number and quality of
jobs, and level of development in job systems. Even within the same
industry, each subsector may have different characteristics depending
on labor mobility and individual characteristics. For example, the
subsectors of the culture industry, such as filmmaking, games, and
performance, exhibit dramatic differences in employment contract type
(regular/non-regular), contract period, and wage distribution despite
some similarities.
The sports industry is made up of different sports and the
movement of labor between them is known to be limited to only a few
jobs. Although there are some instances of intersports labor mobility
such as track and field athletes becoming soccer players and marketing
professionals working for different sports, in general such movement
does not appear to be an active trend. Thus we can predict that despite
being categorized as “sports,” each of the subsectors of the sports
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industry exhibits different characteristics.
The purpose of this paper is to analyze how the employment and job
characteristics of each sport are different from those of the others, and
to identify the causes of such differences. To that end, we first
classified Korean sports according to the number of spectators and
playing population (participation). According to our classification,
soccer is a Popular sport and yachting Nonpopular. Tennis is a Leisure
sport with high participation but low spectatorship, and golf is a Media
sport with low participation but high spectatorship.
After selecting the sports to be studied, we conducted the Labor
Survey in the Sports Industry (hereafter referred to as Labor Survey).
Sponsored by the Korea Ministry of Culture, Tourism and Sports, the
Labor Survey was held from July to October 2008, and included 2,000
respondents who hold a variety of jobs in sports such as soccer, tennis,
golf, and yachting. All of the respondents came from specialized jobs in
or related to sports, such as competition, marketing, media, education,
leisure, public administration, and associations/teams. The survey
includes information on demographic characteristics such as gender,
age, and educational level, and on the labor characteristics such as
career, wages, work hours, and working conditions.
Based on this data set, we analyzed how the characteristics of
different sports affect their respective labor market characteristics. We
focused on employment characteristics such as firm size, the
distribution of wages, and social insurance coverage. Our results
showed significant differences between the sports with high and low
spectatorship, that is, soccer and golf compared with tennis and
yachting. Participation, however, appeared to have almost no impact on
labor market characteristics. The trend was witnessed commonly in
other areas, such as career building, career goals, and job satisfaction. In
short, the level of spectatorship of a particular sport largely determines
its labor market characteristics.
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Studies on human resources in the sports industry so far have dealt
mostly with teams, either professional or amateur (school), and have
focused on individual issues such as wages based on performance (Hall,
Szymanski, & Zimbalist, 2002), gender discrimination (Yiamouyiannis
& Moorman, 2008) and discrimination based on race and nationality
(Berri & Simmons, 2009; Kahn, 2006; Pedace, 2008). Subjects of
analysis were also mostly limited to those involved in competition such
as pitchers, golfers or other players (Bradbury, 2007; Callan & Thomas,
2007), and coaches.
This paper makes a new contribution in that it attempts to typify
each sport, identifies the differences in the labor market of the sport
selected under each type, and undertakes an overall analysis of the
sports labor market including employment environment, career path,
and job satisfaction.
This paper is structured as follows. First, we explain how the sports
were classified; second, we hypothesize about how each sport’s type
affects its labor market characteristics. Third, we verify the hypotheses
through empirical analysis. In the last section we present our
conclusions.

Classification of Sports
Classification From the Labor Market Perspective: Methodology
The various sports within the sports industry can be classified
according to different criteria. In everyday life sports may be divided by
the relevant instrument or place: ball games, throwing games, water
sports, ice sports, or track and field. But for the sake of research, they
tend to be classified as spectator sports or participation sports based on
the type of consumer (Burnett, Menon & Smart, 1993; Casper &
Menefee, 2008). The best example of a spectator sport would be auto
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racing, for which public participation is low but spectatorship is
relatively high (through TV). Some sports, such as soccer, have both
high spectatorship and high participation, and others, such as scuba
diving, feature both low spectatorship and low participation. Of course,
which sports fall under which types depends on the region and country.
In this paper, sports are classified into four dimensions based on
participation (x-axis) and spectatorship (y-axis), as seen in Figure 12-1.
Sports high in both participation and spectatorship are considered
Popular sports, those low in both are considered Nonpopular
(enthusiast) sports, those high in participation and low in spectatorship
are considered Leisure sports, and those low in participation and high
in spectatorship are considered Media sports.
Spectatorship is measured by the number of spectators or TV
viewers, and participation can be measured through different guidelines
such as the number of registered players (professional or corporate) or
club members (amateur).
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                                                               1BSUJDJQBUJPO

Figure 12-1. Sports classification by levels of spectatorship and participation.
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This type of classification is also a subjective concept that would
yield different outcomes depending on the country and society. There
are of course sports that will fall under the same type in most countries:
soccer commands both participation and viewership in most countries,
whereas curling, a relatively new sport, has a meager showing on both
fronts. However, sports such as yachting are Nonpopular in Korea and
other parts of Asia, but Popular or Leisure in France where there are
one million club members. Similarly, soccer is a Popular sport in South
America but a Media sport in the United States. And this typology is
not permanent: Nonpopular sports of today such as yachting may
become Media or Leisure, or even Popular sports, as circumstances
change over time. Based on this classification, it can be assumed that
Popular sports are the most industrialized, whereas Media and Leisure
sports are more industrialized than Nonpopular sports.
Classification of Sports: The Case of Korea
In this paper, the 54 sports registered under the Korea Sports
Council were classified into Popular, Nonpopular, Media, and Leisure
types. Spectatorship was measured by the number of viewers of each
sport (by household; average of 2005, 2006, and 2007), and
participation was measured by the average number of club members in
the same 3 years.
Figure 12-2 shows the distribution of Korean sports according to the
two criteria. Soccer is noticeably higher in both number of spectators and
number of players than are the other sports, whereas baseball is higher in
spectators. Most other sports are crowded around the baseline as a result
of both low spectatorship and low participation. Intersports differences
are relatively unclear other than for the two Popular sports, but golf and
boxing appear to be comparatively high in numbers of spectators, and
tennis and bowling are high in terms of participation.
Because of the unclear representation of intersports differences
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owing to the dramatic gap in popular sports and others, log values were
used for viewers and club members to enable easier comparison.
Results are shown in Figure 12-3.
There are a number of possible ways to select the targets for
comparison from such a distribution. One method is to select the
sports that are extremely low (or high) in both number of spectators
and number of participants or that are extremely low (or high) in only
one criterion. But if the number of people involved is too low, it would
present challenges in conducting the Labor Survey and interviews that
are the main source of data collection in this study. To ensure that
sufficient data would be obtained through the survey and interviews,
three sports with relatively high participation and viewership were
selected (soccer, tennis, and golf) along with yachting, a recently
growing sport in Korea. Soccer, which is high in both participation and
viewership, is a Popular sport, yachting, low on both counts, is a
Nonpopular sport, tennis is a Leisure sport, and golf is a Media sport.

Figure 12-2. Distribution of spectatorship and participation in Korean sports.
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Figure 12-3. Distribution of spectatorship and participation in Korean sports (log
values).

Characteristics by Type: Theoretical Hypotheses
We hypothesize that the labor market characteristics of each of the
four selected sports are different. One can assume that Popular sports
feature a labor market with many opportunities, high competition, and
high diversity, offering more jobs of different types and attracting more
job-seekers at the same time. They are more likely to have open hiring
system, stable regular jobs, and higher wage gap between jobs. These
characteristics may result in mixed job satisfaction among workers: high
job security but low wage satisfaction (owing to the big wage gap). In
Nonpopular sports, there are likely to be fewer numbers and types of
jobs and (assuming that their popularity remains almost the same)
fewer job-seekers. Thus hiring practices for such sports are likely to be
more subjective (based on recommendations), and the wage gap is
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likely to be smaller. It is possible that job satisfaction is high in terms of
wages but low in terms of working environment. In Leisure and Media
sports, a mixture of the above characteristics would prevail. Based on
the above hypotheses, the labor characteristics of each of the four
sports can be derived as follows.
Soccer
As a Popular sport, soccer would offer many jobs of differing quality
levels, would have many workers already in the industry, and would
attract many job-seekers as well. We predict that it would thus have the
highest numbers and levels of education programs for workers among
all four sports. The significant gap in job quality would result in big
wage gaps, leading to big gaps in overall job satisfaction and wage
satisfaction. If job satisfaction is measured based on comparison, it
could also be relatively low. Furthermore, the sport’s career-building
paths may be concentrated in more industrialized areas such as
marketing, media, and teams.
Golf
As a typical Media sport, golf would offer jobs that are fewer in
number but more even in quality, given that broadcasting and media
jobs are relatively highly paid. There would be fewer workers in the
industry but relatively greater numbers of job-seekers. Based on this
assumption, we predict that the sport’s education programs would also
be fewer in number but high in quality. The gap in job quality and wage
would be somewhere in the middle among the four sports, whereas
overall job satisfaction and wage satisfaction would also be in the
middle in terms of both satisfaction level and wage gap. The careerbuilding paths would be concentrated in media and broadcasting.
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Tennis
As a Leisure sport, tennis is likely to offer many jobs of relatively
even quality. It would already employ many workers but would not
attract as many job-seekers. The number and quality of its education
programs would be average, the gaps in job quality and wages would be
low, and overall job satisfaction and wage satisfaction would be
medium, without a big gap. The sport’s career-building path is likely to
be focused on instructors and facilities necessary for leisure sports.
Yachting
In Korea, yachting remains a sport for a few enthusiasts, and is low
in terms of both numbers of spectators and numbers of participants.
Thus the number and quality of jobs are likely to be low, but the quality
is likely to be relatively even. There would be fewer people working in
the industry and fewer job-seekers. The number and quality of the
sport’s education programs would be low, resulting in a higher
percentage of people working away from their educational background.
The quality and compensation between the fewer jobs are likely to be
more even. The overall job satisfaction and wage satisfaction would
exhibit smaller gaps, and the level would be relatively high. The careerbuilding path is likely to be concentrated in instructors and equipment
necessary for enthusiasts.

Empirical Analysis
Data
The data used in this paper were gathered through the Labor Survey
in the Sports Industry administered in 2008. It was conducted on
workers in almost all job groups in the four sports being compared in
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this paper. To ensure that the general characteristics of the labor
market in each sport are compared, player groups or competition
groups (coaches, referees, operational staff) are excluded from analysis,
as they come with vastly different employment environments and job
responsibilities. Thus the areas of analysis are organizational
management (teams, associations), school education, marketing, media,
recreation, sports facilities, and sports equipment job groups in the four
sports, for a total of 948 workers.
Table 12-1 shows demographic information by sport. Over 80% of
workers in soccer and yachting are males, and 79% in tennis. Golf has
Table 12-1. Summary Characteristics by Sport
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the lowest percentage of men (71.4%). By age, the highest percentage
of workers are in their 30s (46%), followed by the 20s (35.9%). Those
in their 20s and 30s combined make up 82% of the total. Very few
workers are in their 50s or older, which suggests that workers in the
sports industry are much younger than those in other industries. By sport,
yachting shows a much higher average age compared with the others.
Characteristics of Employment
Table 12-2 shows the labor market characteristics of each sport. The
average wage is the highest in soccer (585,000 Korean won/week1), and
is similar in golf (575,000KW/week). Yachting (532,000) and tennis
(526,000) have a relatively low average wage. Soccer, whose average
wage is the highest, also has the largest standard deviation in wage
(31.7), followed by golf (21.9), tennis (19.6), and yachting (18.8). In
those sports in which the average wage is high, the wage gap is also
large.
Social insurance coverage is one of the indicators of job quality2; one
social insurance plan in Korea is the national pension. National pension
coverage is highest in soccer (79.6%), followed by golf (72.1%); it is
relatively quite low in tennis (55.8%) and yachting (42.5%). Coverages
are similar for health insurance, industrial accident compensation
insurance, and unemployment insurance. The survey results show that
workplaces with social insurance coverage offer all four major
insurance schemes, whereas those that do not, offer none. Very few
workplaces offered only part of the four major insurance programs.
Thus there is little difference in coverage among the four major
programs.
1
2

The exchange rate is about 1,200won/dollar as of 2008.
Social Insurances are mandatory by law in Korea. It is the employer’s responsibility to let
workers participate in the social insurance programs. However, due to the limited
enforcement and tax gathering system, many employers especially employers with small
business have a room to avoid participating in the social insurance programs.
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Table 12-2. Characteristics of Labor Market by Sport
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Note. Numbers in parentheses are standard deviations.

The difference in social insurance coverage by sport has something
to do with firm size. In soccer and golf, firm sizes are relatively big,
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whereas in yachting and tennis they are relatively small. For example,
89% of soccer and 63.1% of golf workplaces employ 10 or more
people, whereas only 22.1% of yachting and 22% of tennis workplaces
employ 10 or more people.
The workplaces are relatively large in soccer and golf, and feature
higher social insurance coverage, higher average wages, and a bigger
wage gap. In comparison, workplaces in yachting and tennis are
relatively small, and feature lower social insurance coverage, lower
average wages, and a smaller wage gap.
As such, there are similarities and relatively few differences between
the soccer and golf sectors, and between yachting and tennis. Thus
soccer and golf could be assigned to one group, and yachting and
tennis to another. Based on the analysis framework in the previous
section, spectatorship (i.e., level of media exposure, or level of
industrialization in relation to the media) affects the labor market
characteristics of a particular sport more strongly. Higher spectatorship
numbers correspond with a larger firm size, higher social insurance
coverage and average wages, and a bigger wage distribution. In contrast,
lower spectatorship numbers correspond with a smaller workplace,
lower social coverage insurance, lower average wages, and a smaller
wage gap. Participation, however, has little impact on labor market
characteristics.
Aside from the conclusion that spectatorship affects the labor
market characteristics of a sport, other possibilities can be explored.
For example, individual characteristics such as age, education, college
major, skill level, or experience could also result in wage differences.
To test this possibility, we analyzed the number of years in service
(or experience) by sport, and found that golf averaged 6.2 years of
experience, tennis 6.0 years, yachting 5.3 years, and soccer 5.2 years. There
is little difference in experience by sport, and experience seems to have
no correlation with the labor market characteristics identified above.
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In terms of education, the percentage of highly educated (college or
higher, including graduate school) is as follows: soccer, 76.2%; yachting,
68.4%; golf, 59.6%; and tennis, 44.7%. The percentage is highest in
soccer (see Table 12-1). In terms of age, the percentage of workers in
their 20s and 30s in soccer is 88.1%, in tennis is 80.2%, in golf is 77.2%,
and in yachting is 71.4%. The age among soccer industry workers is
very low. In terms of college major, the percentages of those who
majored in nonsports studies (humanities, business management, social
science, engineering, etc.) are as follows: : soccer, 56.4%; tennis, 53.4%;
golf, 37.7%; and yachting, 34.4%. There are many young, highly
educated workers in soccer who did not major in sports. This is
because soccer is a Popular sport. The relatively high average wage in
the soccer market results from the combination of the sport’s
industrialized level and workers’ individual characteristics. But such an
association between labor market characteristics and demographic
characteristics is not found in other sports.
Overall, spectatorship, more than demographic characteristics (age,

Figure 12-4. Motives for working in a particular sport (%).
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education, experience) or participation, has a determining impact on
labor market characteristics such as firm size, wages, and social
insurance coverage.
That media industry characteristics (mainly related to the sports
consumer behavior of spectatorship) have an impact on labor market
characteristics is also supported by the participants’ response to a
survey question that asked why they work in a particular sport. As seen
Figure 12-4, a much higher percentage of workers in soccer and golf
responded that they entered their chosen field because it has a good
prospect of developing as an industry.
Characteristics of Career-Building Path
To compare the career-building paths in the four sports, the
respondents were asked “What is the work (job) that you most wish to
do in the future?” and instructed to choose from a table of 92 jobs. The
main career goals (chosen by 5% or more of the valid respondents in
each sport) are listed in Table 12-3.
What is clearly noticeable from the responses is that there are
differences by sport in career goals, mostly between those sports with
high spectatorship and those with high participation.
First, sports marketing is the hallmark of a sport becoming
industrialized, whose goals is attracting more spectators or members,
selling sports-related goods or facilities and training programs, and
otherwise trying to secure funding for sports organizations. Sports
marketing is included as a main career goal in golf and soccer. As seen
earlier, these two sports are characterized by high levels of
spectatorship. In yachting and tennis, for which there are fewer
spectators, the main career goal is online sports equipment seller. These
results seem to reflect the difference in the level of industrialization,
represented by the level of media involvement in spectatorship. In
other words, the sports for which sports marketing is included as one
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of the main career goals have a higher level of industrialization than the
sports for which online sports equipment selling is one of the main
career goals.
Another frequently mentioned career goal is professional coaching.
A professional coach is the leading position among sports instructors,
who enhance players’ performance by delivering techniques and
knowledge, analyzing players’ physical condition, and providing moral
support. It is included in soccer and tennis as one of the main career
Table 12-3. Career Goals of Workers in Four Sports Industries
4QPSU

.BJODBSFFSHPBM
(PMGDPVSTFPQFSBUJPOTQFDJBMJTU  

(PMG
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1SPGFTTPS  
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Note. Analysis of the career-building path included competition jobs, unlike the analysis of
employment characteristics; 815 valid responses out of total 1,446 respondents were used.
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goals. These sports share a high relative level of participation. In
comparison, professional coaching is not included in golf and yachting,
both of which feature low relative levels of participation.
Characteristics of Job Satisfaction
Table 12-4 shows respondents’ overall level of satisfaction with their
current job, measured according to five levels: very dissatisfied,
dissatisfied, average, satisfied, and very satisfied. Among those in soccer,
the highest percentage, 52.7%, responded that they were satisfied or
very satisfied. Yachting shows the lowest satisfaction level, at 32.1%.
The level of dissatisfaction is the highest in yachting, at 10.3%. Both
soccer and golf show a relatively high level of wage and job satisfaction.
Table 12-4. Distribution of Degree of Satisfaction by Sport
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Table 12-5 presents a breakdown of satisfaction levels by category. It
shows that current objective working conditions such as wages, welfare
and benefits, and job security have little correlation with subjective
satisfaction level. For example, whereas in soccer satisfaction with
working conditions and job security is highest, satisfaction with welfare
and benefits is lowest. It is interesting that although yachting trails both
soccer and golf in overall satisfaction, it leads in a few categories:
learning, use of skills/capabilities, wages/compensation, welfare and
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Table 12-5. Degree of Satisfaction, by Category
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Note. Numbers in parentheses () are standard deviations. Level of satisfaction was assessed on a
scale from 1 to 5. Results in this table are calculated using the following scores: very dissatisfied
(1), dissatisfied (2), average (3), satisfied (4), and very satisfied (5).
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benefits, and work environment. Unlike yachting, golf ranks second in
overall and average satisfaction, and ranks first only in job security.
Similarly, tennis ranks first in satisfaction with work hours. The
satisfaction level is generally low in tennis, aside from work hours, and
welfare and benefits. As observed earlier, wage/compensation
satisfaction is highest in yachting, where the average wage is low, and is
lowest in golf, where the average wage is relatively high.
There are several possible explanations for these characteristics;
however, a general explanation can apply here: because satisfaction is
subjective, it can be different from objective indicators. Aside from this,
it may also be that in a Popular sport such as soccer, there is greater
differentiation in wages or working conditions, resulting in lower
satisfaction among those in lower positions, which in turn lowers the
sport’s overall average to a level similar to those of other sports.
Although there is only a weak correlation between objective labor
market characteristics and subjective satisfaction, in some categories the
correlation is stronger: the development potential of the field, the
future potential of the job, fairness of HR management, and
communication/interpersonal relations. For example, satisfaction with
the development potential of the field and the future potential of the
job is highest in soccer, followed by golf, yachting, and tennis, a pattern
that matches the respective sports’ actual development potential as
measured by level of spectatorship.

Conclusion
Comparison of employment characteristics, career goals, and job
satisfaction in the four chosen sports reveals differences in their labor
market characteristics. Thus, the hypotheses defined above are
supported. Most noticeable are the differences between the high-
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spectator soccer/golf and the low-spectator tennis/yachting. In short,
the level of spectatorship for a particular sport is a major determinant
of its labor market characteristics. The same trend is commonly found
in employment characteristics and career goals, and, although to a
lesser extent, in the overall job satisfaction level. In terms of
employment conditions, the Popular sport soccer and the Media sport
golf are characterized by relatively larger businesses, higher social
insurance coverage and average wages, and a bigger wage distribution.
In comparison, the Nonpopular sport yachting and the Leisure sport
tennis are characterized by smaller businesses, lower social insurance
coverage, lower average wages, and a smaller wage distribution. Overall,
level of spectatorship has a bigger impact on employment
characteristics such as business size, wage, and social insurance
coverage than do demographic traits (age, education, and experience)
or the level of participation.
As for career goals, there are large differences by sport. Sports
marketing was a common main career goal in the Popular sport
(soccer) and the Media sport (golf), online sports equipment seller was
common to the Leisure sport (tennis) and the Nonpopular sport
(yachting), and professional coaching in a group sport was common to
the Popular sport (soccer) and the Leisure sport (tennis). This shows
that career goals tend to be similar in sports with a high level of
spectatorship, in sports with a low level of spectatorship, and in sports
with high level of participation.
Average satisfaction was higher in soccer and golf than in tennis and
yachting, which indicates that workers in the high-spectator Popular
sport and Media sport are more satisfied with their jobs than those in
the Leisure sport and Nonpopular sport. At the same time, wage
satisfaction is the highest in yachting, where the average wage is low,
and the lowest in golf, where the average wage is relatively high.
The results summed up above present the following policy
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implications.
First, the fact that the level of spectatorship affects the labor market
characteristics of a particular sport shows that even from a labor
market perspective, the media play an important role in the
development of the sports industry. Therefore, to develop the labor
market in the sports industry, it seems necessary to have a sports policy
approach to help link each sport with the media.
Second, it is possible to increase spectatorship by securing more
spectators or TV viewers. To that end, it seems necessary to maintain
or expand the universal rights of the public to access sports games.
Third, as observed in the analysis above, the working environment in
low-spectator sports does not seem to be very favorable. There should
be policy support to help bring about improvement.
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