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       The Political Economy of the Small Welfare 
State in South Korea 

 This book explains why the Korean welfare state is underdeveloped 

despite successful industrialization, democratization, a militant labor 

movement, and a centralized meritocracy. Unlike most social science 

books on Korea, which tend to focus on its developmental state and 

rapid economic development, this book deals with social welfare issues 

and politics during the critical junctures in Korea’s history: industrial-

ization in the 1960– 70s, the democratization and labor movement in 

the mid- 1980s, globalization and the fi nancial crisis in the 1990s and 

the wind of free welfare in the 2010s. It highlights the self- interested 

activities of Korea’s enterprise unionism at variance with those of a 

more solidaristic industrial unionism in the European welfare states. 

Korean big business, the chaebol, accommodated the unions’ call for 

higher wages and more corporate welfare, which removed practical 

incentives for unions to demand social welfare. Korea’s single- mem-

ber- district electoral rules also induce politicians to sell geographically 

targeted, narrow benefi ts rather than public welfare for all while presi-

dents are signifi cantly constrained by unpopular tax increase issues. 

Strong economic bureaucrats acting as veto player also lead Korea to 

a small welfare state. 

 Jae- jin Yang is Professor of Public Administration at Yonsei University in 

Seoul. He earned his Ph.D. in Political Science from Rutgers University 

in 2000. He is interested in the underdeveloped welfare states in East 

Asia, Anglo- Saxon countries, and Southern Europe. His publications 

have appeared in  Comparative Politics ,  Journal of European Social 

Policy ,  Policy & Politics ,  Asian Survey , and the  Journal of East Asian 

Studies . He is the author and editor of several books, including  Work, 

Retirement, and Pensions in Ageing Korea  (2010). He won the Best 

Article of the Year Award from the Korean Political Science Association 

in 2013 and has received the Faculty Research Excellence Award four 

times from Yonsei University.   

www.cambridge.org/9781108415903
www.cambridge.org


Cambridge University Press
978-1-108-41590-3 — The Political Economy of the Small Welfare State in South Korea
Jae-jin Yang 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

iii

   The Political Economy of the Small 
Welfare State in South Korea 

 JAE- JIN YANG 

 Yonsei University        

www.cambridge.org/9781108415903
www.cambridge.org


Cambridge University Press
978-1-108-41590-3 — The Political Economy of the Small Welfare State in South Korea
Jae-jin Yang 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

iv

  One Liberty Plaza, 20th Floor, New York, NY 10006, USA   

 Cambridge University Press is part of the University of Cambridge. 

It furthers the University ’ s mission by disseminating knowledge in the pursuit of 

education, learning, and research at the highest international levels of excellence. 

    www.cambridge.org   

  Information on this title:  www.cambridge.org/9781108415903    

   DOI:  10.1017/9781108235419    

    ©  Jae-jin Yang 2017   

 This publication is in copyright. Subject to statutory exception 

and to the provisions of relevant collective licensing agreements, 

no reproduction of any part may take place without the written 

permission of Cambridge University Press. 

   First published 2017   

   Printed in the United States of America by Sheridan Books, Inc.   

    A catalogue record for this publication is available from the British Library.    

    Library of Congress Cataloging- in- Publication Data   

  Names: Yang, Jae-jin, author.  

  Title: The political economy of the small welfare state in South Korea / Jae-jin Yang.  

  Description: New York: Cambridge University Press, 2017. | 

Includes bibliographical references and index.  

  Identifi ers: LCCN 2017009822 |  ISBN  9781108415903 (hardback)  

  Subjects: LCSH: Korea (South) – Economic conditions – 1960–1988. | 

Korea (South) – Economic conditions – 1988–2002. | 

Korea (South) – Economic conditions – 2002– | Welfare state – Korea (South) | 

BISAC: POLITICAL SCIENCE / Government / International.  

  Classifi cation: LCC  HC 467.95. Y 33 2017 | DDC 330.95195/04–dc23  

  LC record available at  https://lccn.loc.gov/2017009822    

   ISBN 978- 1- 108- 41590- 3 Hardback   

 Cambridge University Press has no responsibility for the persistence or accuracy of URLs 

for external or third- party internet websites referred to in this publication and does not 

guarantee that any content on such websites is, or will remain, accurate or appropriate.   

www.cambridge.org/9781108415903
www.cambridge.org


Cambridge University Press
978-1-108-41590-3 — The Political Economy of the Small Welfare State in South Korea
Jae-jin Yang 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

v

    To Byung Young Ahn of Yonsei University and 

Robert Kaufman of Rutgers University  

  for their teaching and mentorship    

www.cambridge.org/9781108415903
www.cambridge.org


Cambridge University Press
978-1-108-41590-3 — The Political Economy of the Small Welfare State in South Korea
Jae-jin Yang 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

vii

vii

   Contents  

  List of Figures   page   viii  

  List of Tables     ix  

  Preface and Acknowledgments     xi  

  List of Abbreviations     xv  

  1     Introduction     1  

  2     Theoretical Reinterpretation of the Small Welfare State in 
South Korea     26  

  3     The Emergence of the Small Welfare State under the 
Authoritarian Developmental State (1961– 1987)     62  

  4     Democratization and Limited Welfare State Development 
under the Conservative Rule (1988– 1997)     93  

  5     Economic Crisis, Power Shift, and Welfare Politics under 
the Kim Dae Jung Government (1998– 2002)     125  

  6     Economic Unionism and the Limits of the Korean Welfare 
State under the Roh Moo Hyun Government (2003– 2007)     154  

  7     Wind of Free Welfare and Tax Politics under the Returned 
Conservative Rule (2008– 2017)     184  

  8     Conclusion     211  

  Bibliography     221  

  Index     245   

www.cambridge.org/9781108415903
www.cambridge.org


Cambridge University Press
978-1-108-41590-3 — The Political Economy of the Small Welfare State in South Korea
Jae-jin Yang 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

viii

viii

   Figures    

  1.1     Korea’s catching up with OECD countries 
in economic and social welfare development   page   3  

  1.2     Korea’s underdeveloped small welfare state 
in comparison     4  

  1.3     A model of welfare state underdevelopment in Korea     22  
  2.1     Social expenditure by broad social policy area 

(% of GDP in 2011)     30  
  2.2     Policy spectrum of social welfare     48  
  5.1     Indicators of income inequality     150  
  5.2     Falling fertility rate in comparison with OECD countries     151  
  5.3     Rising suicide rate in comparison with OECD countries     152  
  6.1     Change in labor cost as proportion of total sales 

(1982– 2007)     157  
  6.2     Temporary employment in Korea and other OECD 

countries (2008)     160  
  6.3     GDP growth and social insurance contributions     165  
  6.4     Preferences of rank and fi le members of the KCTU (1999)     172  
  6.5     Wage by fi rm size (1986– 2007)     173  
  6.6     Voluntary corporate welfare by fi rm size (1986– 2008)     174  
  6.7     Expenditure on labor market measures (2013, % of GDP)     175  
  7.1     Trends in income distribution     187  
  7.2     Polarization of the Korean labor market: Wage dispersion 

and low- pay incidence in comparison (2013)     193  
  7.3     Trend in fi scal defi cit     204  
  7.4     Request for budget increase by standing committees for the 

2014 national budget     206   

www.cambridge.org/9781108415903
www.cambridge.org


Cambridge University Press
978-1-108-41590-3 — The Political Economy of the Small Welfare State in South Korea
Jae-jin Yang 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

ix

ix

   Tables    

  1.1     Effective coverage of social insurances and statutory 
corporate benefi ts   page   20  

  2.1     Social expenditure at the birth of the welfare state     29  
  2.2     Benefi t generosity ranking of key social security 

programs     32  
  2.3     From gross public to net social expenditure 

(2009, % of GDP)     36  
  2.4     Indicators of inequality, poverty, and polarization     39  
  2.5     Timing of the introduction of major social insurance 

programs     42  
  2.6     The Global 2000 companies by Forbes (2015)     45  
  2.7     Policy preference for the next general election in 2016     56  
  3.1     Indicators of economic concentration by chaebols     74  
  3.2     Wage compression: Earnings of administrators and 

production workers by fi rm size     76  
  3.3     Trends in effective income tax rate during industrialization 

in Korea     79  
  3.4     Labor- management council meetings and agendas     90  
  4.1     Unionization rate by fi rm size (1986 vs. 1989)     98  
  4.2     Government expenditure (% of general budget)     119  
  5.1     Employment and real wages in Asia during the 1997 

Asian fi nancial crisis     128  
  5.2     The share of small fi rms with fewer than fi ve 

employees (1999)     138  
  5.3     Coverage and take- up rate of employment insurance 

scheme     148  
  5.4     Household poverty by working status of the head 

of family (%, 1998– 2000)     151  

www.cambridge.org/9781108415903
www.cambridge.org


Cambridge University Press
978-1-108-41590-3 — The Political Economy of the Small Welfare State in South Korea
Jae-jin Yang 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

Tablesx

x

  6.1     Employment growth by fi rm size (1993– 2007)     159  
  6.2     Share of thirty largest chaebols in the Korean economy (%)     160  
  6.3     Hourly wage by employment status, fi rm size, and union 

membership (August 2005)     161  
  6.4     KCTU leadership acknowledgement of problems ranked by 

seriousness (2005)     171  
  6.5     Results of the 2004 general election     181  
  7.1     Composition of fi scal packages in the major countries     189  
  7.2     Increase and decrease in tax revenue by government     192  
  7.3     Transitions from temporary to permanent employment in 

sixteen countries     194  
  7.4     Korea’s tax revenue in comparison with OECD average     202   

www.cambridge.org/9781108415903
www.cambridge.org


Cambridge University Press
978-1-108-41590-3 — The Political Economy of the Small Welfare State in South Korea
Jae-jin Yang 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

xi

xi

    Preface and Acknowledgments     

  The origin of this book goes back to my college years (1986– 1991) when 

South Korea was swept by democratic movements. College students were 

warriors. Campus was full of fl ying stones, Molotov cocktails, and tear-

gas. Many student activists abandoned their studies and turned them-

selves into factory workers to organize and imbue the working class 

with revolutionary spirit. The 1987 Democratic transition immediately 

brought about a “big bang” of labor movement, radicalizing distribu-

tional confl icts. Unrealistic revolutionary slogans prevailed over the cam-

pus until the Soviet Union collapsed in 1991. Ironically, this  un academic 

environment made me begin my scholarly journey. I  entered graduate 

school to seek an alternative state model for my new democratic country. 

 At that time, I realized that social democracy and welfare state build-

ing must be what democratic Korea should seek. Unfortunately, how-

ever, European- style welfare states were never touted by activists and 

politicians as models for Korea ’ s future even after the collapse of the 

real socialism. The gap between the Korean state ’ s social welfare and its 

economic prosperity had been growing until progressive presidents, Kim 

Dae Jung and Roh Moo Hyun, turned the tide during and after the 1997 

economic crisis. Nevertheless, the expansion of the social security system 

under the progressive governments was a growth within the limit set by 

institutional legacies of the past authoritarian regime. It was disappoint-

ing to advocates of the European- style welfare state in Korea. 

 The more disappointed I was, the more I became curious about the 

causes of the  under development of the Korean welfare state. I examined 

major theories of welfare state development and found that Korea was 

lacking underlying conditions that are taken for granted in the European 
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welfare state such as a proportional representation electoral system and 

industrial unionism. Meso- level institutions are quite different from 

Europe despite similar structural social changes toward industrializa-

tion, democratization, free labor movement, globalization, and so forth. 

Enterprise unionism, single member district electoral systems, presiden-

tialism, strong economic bureaucracies, and early development of cor-

porate welfare combined to preserve a small welfare state in Korea. This 

book is about how those institutional legacies of the authoritarian regime 

constrained an otherwise full- blown welfare state development in Korea. 

 So many people have helped me through my scholarly journey toward 

this book. First of all, I would like to thank my teachers and mentors, 

Byung Young Ahn of Yonsei University, who introduced me to social dem-

ocracy and the welfare state, and Robert Kaufman of Rutgers University, 

who trained me to be a social scientist. This book is dedicated to them. 

As for this book project, my deepest sincere appreciation goes to Stephan 

Haggard, who encouraged and even sometimes prodded me to fi nish this 

book. He read the entire manuscript twice and gave insightful comments 

line by line. Also, he and Jong- sung You offered me a fellowship to spend 

my sabbatical year at the University of California, San Diego (UCSD) 

to write the manuscript and organized a book conference at UCSD. 

Owing to invaluable advice by the conference participants, I was able to 

sharpen my arguments. I am especially grateful to Joseph Wong, Yeong-

Soon Kim, Kyungreung Sung, Myung- koo Kang, Hyungje Jo, and Jinhee 

Chung. In addition, the following colleagues have read all or part of the 

manuscript and provided valuable feedback: Margarita Est é vez- Abe, 

Thomas Klassen, Nita Rudra, Moo- kwon Chung, Yeon- Seob Ha, Yong 

Suk Jang, Cheol-Sung Lee, Young Jun Choi, Jungho Rho, Myungsook 

Woo, and Yoonkyung Lee. Nita Rudra also provided me with her poten-

tial labor power data for Organisation for Economic Co- operation and 

Development countries. I really appreciate it. I benefi ted as well from the 

comments of John D. Stephens, Robert Kaufman, David Rueda, Miongsei 

Kang, Insub Mah, Jae Hung Ahn, and Hyeok Yong Kwon on an art-

icle version of my idea which later appeared in  Comparative Politics  in 

2013. I gained important insights into the role of organized labor and 

private insurance companies through conversations with Dennie Oude 

Nijhuis and Jennifer Klein. I would like to express my appreciation to 

two anonymous referees who evaluated the manuscript for publication. 

In particular, reviewer B ’ s critical but constructive comments were very 

helpful in reformulating the theoretical framework and clarifying the 

connections with case chapters. 

www.cambridge.org/9781108415903
www.cambridge.org


Cambridge University Press
978-1-108-41590-3 — The Political Economy of the Small Welfare State in South Korea
Jae-jin Yang 
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press

Preface and Acknowledgments xiii

xiii

 During the long process of research and writing, I have enjoyed the 

intellectual stimulation and cheerful atmosphere of my two research 

groups:  Bokjigukgayeonguhoe  (Research group on the welfare state) 

and SSK (Social Science Korea) on the small welfare state. I feel blessed 

that I am a member of the wonderful research groups. They deserve 

my grateful acknowledgment. I received skillful research assistance as 
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