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zation Korea. The characteristics of welfare politics in Korea
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advanced welfare states. The argument here is that these
characteristics are related to the flawed institutions of interest
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Introduction

This article examines how the institutions of interest repre-
sentation have affected the welfare state in post-democratization
South Korea (Korea). In the aftermath of democratization, Korea
significantly expanded its welfare system, an achievement as
impressive as the country’s economic growth since the 1960s.
Public assistance programs were modernized and the introduc-
tion of four social insurance schemes was completed. Recently a
remarkable effort was made to extend relatively underdevel-
oped social care system. After all, welfare expenditure as a per-
centage of total government spending rose from 14.3 percent in
1987 to 27.9 percent in 2006.

Such unprecedented expansion of social welfare, however,
has some serious problems. The income replacement ratio of the
social insurance programs is too low to guarantee income secu-
rity for the elderly and the unemployed. Social services are still
provided mainly to low-income people. Above all, contrary to
the high nominal coverage rate, many people have been exclud-
ed from the income security programs. Social insurance schemes
do not cover many non-regular workers. The National Basic
Livelihood Security System, Korea’s public assistance program,
covers only one-third of the poor. In other words, Korea now
has the basic programs of a modern welfare state, but fails to
cover a substantial portion of the population.

This article analyzes how these characteristics of the Korean
welfare state, particularly its exclusion of the economically vul-
nerable from social protection, are related to the political institu-
tions of interest representation. According to Briggs’ classic defin-
ition,! a welfare state is a politically determined redistribution
system. Naturally, social groups in democratic capitalism inter-
vene in welfare politics to make the welfare state work in their

1. Asa Briggs defined the welfare state as “a state in which organized
power is deliberately used (through politics and administration) in an
effort to modify the play of market forces.” Asa Briggs, “The Welfare
State in Historical Perspective,” European Journal of Sociology, vol. 2
(1961), p. 128.
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own favor. Recent new institutionalist research shows why and
how institutions are critical in welfare politics. The interest poli-
tics of the welfare state does not occur in a vacuum. Institutions as
“rules of the game,” or a “foundation for all political behavior,”2
shape the preferences and strategies of social actors in the welfare
politics just as they do in other kinds of interest politics.

What influence have the institutions of interest representation
had on the welfare state in post-democratization Korea? This article
argues that the interest articulation and aggregation of welfare
issues have been severely limited in Korea, since the two pillars of
interest representation in democratic capitalism have malfunc-
tioned. Political parties have not represented the socioeconomic
interests of civil society properly and social dialogue has been para-
lyzed. These flawed institutions hinder the development of a com-
prehensive welfare state and instead create a hollow welfare state.

The Characteristics of the Korean Welfare State

Korea experienced a gradual expansion of the welfare sys-
tem after democratization. However, the two successive pro-
gressive governments after the economic crisis in 1997 extended
state welfare in a relatively short time. The framework of the
Korean welfare state was completed through a series of welfare
reforms under President Kim Dae Jung (1998-2003), who came
to power amid the 1997 financial crisis. The government extend-
ed four social insurance schemes to the whole nation (the
National Pension Scheme and National Health Insurance), or to
all employees (Industrial Accident Compensation Insurance and
Employment Insurance). The extension of social insurance was
exceptionally rapid. The National Pension Scheme was extended
to cover the entire nation within eleven years and the Employ-
ment Insurance was able to cover all wage earners in only four.
National Health Insurance, introduced in 1977, became univer-

2. S. Steinmo, “Institutionalism,” in B. Clark and ]J. Fowlaker, eds., The
Encyclopedia of Democratic Thought (London: Routledge, 2001), p. 1.
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sal beginning in 1989. Furthermore, the Korean social insurance
system covers all occupation groups under a single umbrella,
minimizing the social stratification effect.?

The Kim government also modernized public assistance by
introducing the National Basic Livelihood Security System in
1999. The former public assistance programs excluded people
between the ages of 18 and 60 under the assumption that people
of those ages were capable of working. However, under the new
system, these people were also eligible for benefits, if they were
living in a household that earned less than the official minimum
cost of living income.*

While the Kim government concentrated on the extension of
income security programs, the successor Roh Moo Hyun govern-
ment (2003-2008) reformed social service programs in response to
deepening “new social risks.” Under the Roh government, public
child-care services were extended in a relatively short time. Com-
munity welfare programs for the elderly and the disabled also
increased. It was decided in 2008 that Long-term Care Insurance,
a fifth social insurance care program for the elderly, would be
introduced. In addition, the government elaborated active labor
market policies for the unemployed. Such expansion of welfare
system under the Kim and Roh governments resulted in a huge
growth in social expenditure. As shown in Figure 1, the share of
welfare expenditure as a percentage of total government spend-
ing rose from 17.9 percent in 1997 to 27.9 percent in 2006.

However, the Korean welfare state still has some serious

3. The only exception is public pension, which consists of three occupa-
tional pensions covering military personnel, civil servants, and private
school teachers, together with the National Pension Scheme that covers
the vast majority of the population. See Yeon-Myung Kim, “Towards a
Comparative Welfare State in South Korea: Institutional Features, New
Socio-economic and Political Pressures and the Possibility of the Wel-
fare State,” Asia Research Centre Working Paper 14 (Asia Research Centre,
London School of Economics & Political Science, 2006), pp. 4-5.

4.]. Moon, “A Study of the Enactment of National Livelihood Security
Act in Korea: with Special Reference to the Role of NGOs,” paper pre-
sented at the Conference of British Sociological Association, January,
2002.
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Figure 1. The Growth of Welfare Expenditure in the Total
Government Spending
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Source: The Presidential Advisory Committee on Policy Planning, Challenge for the
Future: Report for the National Public Policy (Seoul: Arendt, 2007), Appendix.

problems despite its remarkable growth in a relatively short
time. First, income security programs leave considerable portion
of people out of protection. For example, the actual coverage
rates of social insurance programs are much lower than nominal
rates (Table 1), since a great number of non-regular workers are
excluded from social insurance benefits. Figure 2 illustrates this
reality. The coverage rate of the main social insurance programs
(except for the industrial accidents insurance) is between 81.6
and 98.3 percent for regular workers, but only 30.7 to 33.4 per-
cent for non-regular workers.> As Yang Jae-jin has pointed out,

5. With regard to national pension scheme and health insurance, the real
coverage rate is higher than in Figure 1, since non-regular workers can
subscribe to the region-based insurance schemes. In 2002, non-sub-
scribers to health insurance were only 0.4 percent of the population.
However, non-subscribers to national pension plans, excluding those
who subscribed to the region-based schemes, were still as high as 39.3
percent of the population. See Korea Institute for Health and Social
Affairs (KIHASA), Survey on Welfare to Work Programs (Seoul: KIHASA,
2002).
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such results came from the mismatch between traditional social
insurance system and the flexible labor market.® The problem is
that non-regular workers account for as much as 56 percent of
all wage workers in Korea.”

Figure 2. The Coverage Rates of Social Insurances and Fringe Benefits

by Type of Employment
(August 2005, %)
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Source: Yu-Seon Kim, “The Size and Conditions of Non-regular Work in Korea,”
Labor and Society, vol. 102 (2005), p. 26.

6. Jae-jin Yang, “Labor Market Flexibility and the Korean Welfare State:
Coping with the Mismatch between the Labor Market and the Social
Welfare System,” Korean Political Science Review, vol. 37, No. 3 (2003),
pp- 403-28.

7. According to the Additional Survey on Economically Active Population
by the Korea National Statistical Office in August 2005, the number of
non-regular workers is 8.4 million (56.1 percent of the total wage workers)
and the number of regular workers is 6.56 million (43.9 percent), meaning
that the majority of employees are not regular workers. The majority of
non-regular workers in most OECD countries are part-time workers, but
the ratio of part-timers is merely 7.0 percent in Korea. The case of Korea is
peculiar in that 98.0 percent of non-regular workers (8.23 million out of
8.40 million employees) work in temporary jobs or hold additional tempo-
rary jobs. See Yu-Seon Kim, “The Size and Conditions of Non-regular
Work in Korea,” Labor and Society, vol. 102 (2005), p. 11.
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Table 1. The Coverage Rates of Social Insurances by Household Income

(2002, %)
Total
Social Insurances Population or Non-poor | Low Poor 1| Poor 2
Employees income
National Pension 55.4 582 300 | 367| 256
the pension program
for civil servants /
Pension military personnel / 53 59 0.4 03] 05
Program private school
teachers
Uninsured 39.3 359 696 | 63.0| 740
(number) 12,265 10967 | 1,298 495 | 803
Industrial Insured 76.5 79.0 50.3 59.7 | 41.3
U Uninsured 235 210 | 497 | 403]| 587
Accident
(number) 7,298 6,600 698 331 | 367
Insured 45.0 472 21.1 277 | 145
Employment ——
Uninsured 55.0 52.8 789 723 | 855
Insurance
(number) 7,225 6,572 653 318 | 335
Insured
(occupation-based) 53.1 55.7 380 | 369| 385
Health Insured
Insurance (region-based) 46.5 4.1 608 | 619 | 60.2
Uninsured 04 0.2 12 12 1.2
(number) 21,254 17,927 3,327 | 1,092 | 2,235

Source: KIHASA, Survey on Welfare to Work Programs.
1) Non-poor: members of households over 60% of median income.
2) Low income: members of households at or below 60% of median income.
3) Poor 1: members of households at or below 60% of median income, but over the
national minimum cost of living.
4) Poor 2: members of households with income at or below the national minimum cost
of living (official poverty line).

Table 1 also indicates that the social insurance system is
highly stratified, excluding far more members of lower-income
households than of upper-income households. While the cover-
age rate of national pension is 58.2 percent for members of non-
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poor households, the rate is only 25.6 percent for those of poor
households with income below the national minimum cost of
living (“the Poor 2”). Public assistance programs do not provide
adequate social protection for the poorest people, either. In 2005,
the National Basic Livelihood Security System covered only 30
percent of the poor in the households with income below the
national minimum cost of living.® In fact, the Korean welfare
state now has the basic programs of a modern welfare state, but
these exclude a substantial portion of the population, especially
the most needy, from social protection.

Second, since the state welfare system mainly benefits regu-
lar workers in large firms, the redistribution effects of social
security programs are negligible. The Gini coefficient of Korea
(0.35, as of disposable income 2002) is remarkably high com-
pared with that of other Organization for Economic Cooperation
and Development (OECD) countries. Taxes and social security
contributions play a meager role in lowering the Gini coefficient
(-7 percent). Furthermore, public transfer contributes to increase,
although not much, the Gini coefficient (1 percent).” In this
sense, social welfare increases social inequality and stratification
by widening the gap between core and marginal workers.

Such features of the Korean welfare state brought about con-
trasting evaluations of welfare reform. Some scholars argue that
Korea has taken a crucial step toward becoming a comprehensive
welfare state,' while others maintain that the welfare reform after
the 1997 financial crisis had a neo-liberal character and conse-

8. Yeong-Soon Kim, “Democratization and Changes in Welfare Politics:
the Case of Enacting Process of National Basic Livelihood Security
Law,” Korea and World Politics, vol. 22, No. 2 (2005), pp. 97-98.

9. Yu-Jin Yeo, Poverty and Inequality: Trends and Factors (Korea: KIHASA,
2005), p. 194.

10. Yeon-Myung Kim, “Towards a Comparative Welfare State in South
Korea”; S. Kuhnle, “Productive Welfare in Korea: Moving Towards a Euro-
pean Welfare State Type?” in R. Mishra, S. Kuhnle and N. Gilbert, eds.,
Modernizing the Korean Welfare State: Towards the Productive Welfare Model
(New Brunswick, N.J.: Transaction Publishing, 2004); Huck-Ju Kwon,
“Korea: Rescaling the Developmental Welfare State?” in P. Alcock and G.
Craig, eds., International Social Policy (London: Palgrave, forthcoming).
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quently the Korean welfare state became a kind of liberal welfare
state.! It is true that the reformed Korean welfare state had uni-
versal and comprehensive elements such as “integrated” social
insurance system.!> However, it is also true that welfare programs
with such universal principles failed to cover the vast majority of
population and the benefits were concentrated on core workers.
Then where does the gap between the nominal comprehen-
sive principle and the reality of a hollow welfare state come from?
In terms of economic structure or policy environments, many fac-
tors can be identified. However, considering the importance of the
interaction of social actors, we come back to welfare politics. So
far, the power resource theory'3 has been the most popular expla-
nation of the relationship between politics and the welfare state in
Korea. Most researchers attribute the limitation of the welfare
reform and the belated development of the welfare state to the
weakness of organized labor and the social democratic party.'*
This study offers an alternative explanation as to why the progres-
sive welfare reform resulted in a hollow welfare state, focusing on
the institutions of interest and thereby complementing the simplic-
ity and weakness of the power-resource oriented explanations.'®

11. Young Hun Cho, “An Evaluation of the Welfare Policy Development in
the Kim Dae Jung Government: Beyond Liberalism?” in Yeon Myung
Kim, ed., Debate on the Nature of Korean Welfare Regime (Seoul: Human
and Welfare, 2006); Ho Chol Sohn, “The Nature of the Welfare Reform
in Kim Dae Jung Government,” Korean Political Science Review, vol. 39,
No. 1 (2005), pp. 213-31. For more details on the debate on the welfare
reform and the characteristics of welfare state in Korea after democratiza-
tion, see Kim, “Towards a Comparative Welfare State in South Korea.”

12. Kim, “Towards a Comparative Welfare State in South Korea,” pp. 4-6.

13. W. Korpi, The Democratic Class Struggle (London: Routledge & Kegan
Paul, 1983); W. Korpi and M. Shalev, “Strikes, Power and Politics in the
Western Nations, 1900-1976,” Political Power and Social Theory, vol. 1
(1980), pp. 301-34.

14. Tae-Sung Kim and Kyoung-Ryung Seong, A Study on the Welfare State
(Seoul: Nanam, 1993); Se-Hun Ko, State and Welfare: An Exploration for
Korean Welfare State in the Globalization Era (Seoul: Ayeon Chulpanbu,
2003); In-Sub Mah “Condensed Industrialization, Weak Labor and the
Delayed Welfare State,” The Review of Korean History of Politics and
Diplomacy, vol. 23 (2002).

15. The power resource approach sees political parties or interest organiza-
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Institutions of Interest Representation
and the Politics of the Welfare State in Korea

Institutions, Politics, and the Welfare State

The new institutionalist approach produced ample research
results showing the importance of the institution in the politics of
welfare states. These studies fall into two groups in terms of the
range and nature of the institutions. One focuses on the influence
of the institutional design of the existing welfare schemes, often
emphasizing path-dependent aspects,'® and the other pays atten-
tion to the influence of political institutions as decision-making
frameworks.!” From the latter perspective, Taylor-Gooby sum-
marizes the importance of the constitutional structure and extra-
parliamentary frameworks of organized interests to politics of
the welfare state. According to him,

Welfare systems develop and are reformed within a larger policy-
making framework. The key factors here are first, the constitutional
structure, which determines opportunities for the various actors—

tions as “power centers” of interest groups, especially workers, who
have no power resource other than political organizations in capitalist
society. In contrast, the new institutionalist perspective focuses on institu-
tions as “rules” (of the game) or a “foundation for all political behavior.”
Institutions shape the preferences and strategies of social actors in inter-
est politics. Steinmo, “Institutionalism,” p. 1. Whereas the number of
seats of the leftist parties in parliament or union density is important in
the power resource approach, the party system and election rules are
critical in new institutionalism.

16. J. Myles and P. Pierson, “The Comparative Political Economy of Pension
Reform,” in P. Pierson, ed., The New Politics of Welfare State (Oxford:
Oxford University Press, 2001); S. Kumlin, “Institutions-Experiences-
Preferences: How Welfare State Design Affects Political Trust and Ideolo-
gy,” in B. Rothstein and S. Steinmo, eds., Restructuring the Welfare State:
Political Institutions and Policy Change (New York: Palgrave Macmillan,
2002).

17. G. Bonoli, The Politics of Pension Reform: Institutions and Policy Change in
Western Europe (Cambridge: Cambridge University Press, 2000); E.
Immergut, Health Politics: Interests and Institutions in Western Europe
(Cambridge: Cambridge University Press, 1992).
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voters, politicians, parties in and out of government, the executives,
the civil service and the judiciary—to pursue their objectives. . . .
and second, extra-parliamentary framework of organized inter-
ests—the various fractions of capital, employers, labor, religious
organizations, the voluntary sector, and others.18

From a little different perspective, long before the rise of the
new institutionalism, many political scientists pointed out that
the ways of structuring and governing of representation have
determined political outcomes. While Lipset argued that “parties
are by far the most important part of the representative structure
in complex democratic societies,”? Schmitter paid more attention
to the way in which “interest associations structure the represen-
tation of social group.”? Though they indicated different sites,
both political parties and interest associations are equally signifi-
cant nodal points of interest representation that connect the state
and civil society. They can be regarded as “partial regimes,”?!
each of which is institutionalized around distinctive sites for the
representation of social groups and the resolution of their ensu-
ing conflicts.??

Political parties are the fundamental institutions of repre-
sentative democracy. They aggregate, mediate, and coordinate
complicated interests in a society, and finally reflect them in
public policies. In terms of interest representation, social welfare
is one of the most important policy areas, along with economic
and labor policies, by which voters choose a party in elections.
Social welfare is a core redistribution policy that reveals political
parties” ideological positions.

However, periodic elections based on the principle of terri-

18. P. Taylor-Gooby, “The Politics of Welfare in Europe,” in Taylor-Gooby,
ed., Welfare State under Pressure (London: Sage, 2001), pp. 24-25.

19. S. M. Lipset, “Party Systems and the Representation of Social Groups,”
Archives Europennes de Socialogie, vol. 1 (1960), p. 53.

20. P. C. Schmitter, “The Consolidation of Democracy and Representation
of Social Group,” American Behavioral Scientist, vol. 35 (1992), p. 423.

21. For more details on the conceptualization of modern democracy as a
composite of “partial regimes,” see Ibid., pp. 426-30.

22. Ibid., p. 427.
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torial representation and the highly aggregated policy programs
of political parties cannot adequately represent the interests of
civil society. Such a limitation can be mitigated by interest-
group politics based on the principle of functional representa-
tion. Of the two modes of interest-group politics, more attention
was paid to neo-corporatism (corporatism hereafter) than to plu-
ralism in terms of welfare. As a form of social wage, welfare was
a major concern of workers and employers, the two social part-
ners in corporatism. Welfare was often exchanged for wage
restraint, and became an important means of leverage in indus-
trial peace and economic growth.

To sum up, political parties and social dialogue systems are
the core institutions of interest representation in modern democ-
ratic capitalism. They shape the preferences and strategies of
social actors in interest politics. In social welfare, a politically
determined redistributive system, such institutions of interest
representation have significant influence on “who can play and
how they play”? and consequently on the characteristics of the
welfare state. What, then, have been the roles of political parties
and social dialogue systems in Korea’s welfare politics since
democratization? How are their roles related to the characteris-
tics of the Korean welfare state?

Political Party System Alienated from Civil Society

One of the most serious problems of political parties in post-
democratization Korea has been their failure to carry out interest
representation. They could neither aggregate the interests of the
civil society nor properly translate them into public policies.?*
The fundamental reasons for this failure are rooted in Korea’s
history. Anti-communism during the cold war limited the ideo-
logical spectrum of party politics. In addition, the authoritarian

23. Steinmo, “Institutionalism,” p. 3.

24. Jang-Jip Choi, “A Frail Foundation of Korean Democracy,” in Jang-Jip
Choi, ed., Labor in Crisis (Seoul: Humanitas, 2005), pp. 25-6; Sang-Hoon
Park, “The End of the First Stage of Democratization,” Studies in Democ-
ratic Society and Public Policies, vol. 11 (2007), pp. 5-6.
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regimes forbade the political organizing of labor and suppressed
political participation. As the authoritarian regimes did not
allow free and competitive elections, party competition over
public policies was not significant in winning elections. Ulti-
mately, politics amounted to competition among political elites
who were alienated from civil society; interest aggregation was
not one of their priorities.?®

At the same time, in terms of policy making, the roles of the
parliament and political parties were marginal under authoritar-
ian rule. Major policy decisions were made by the president and
his inner circle, and this gave bureaucrats the power to design
the practical parts of policies. As the government monopolized
information and resources, parties were excluded from policy
discussions, not to mention policy decisions. As a result, they
became increasingly ill-equipped for policy making. The opposi-
tion parties, in particular, had little expertise in policy develop-
ment, not only because professionals tended to avoid opposition
parties, but also because they did not need to develop policies
until the rules of the game gave them a chance to govern.?®

While formal democracy was restored with democratization,
there was no noticeable improvement in political parties’ interest
representation. Korean democratization was characterized by
“transition through transaction,”? which introduced minimum
rules of democratic competition in politics based on compromise
among the established forces. Accordingly, the revision of the
constitution and electoral laws was monopolized by the estab-
lished political elites without the participation of the social forces
that had led the democratic movement against the authoritarian

25. Chan-Pyeo Park, “Reflection on the Proposition of Democratization of
Inter-Party Relationship,” Studies in Social Science (Seoul: Institute for
Social Science, 2003), pp. 139-44.

26. Won Taek Kang, Political Reform and Democracy in Korea (Seoul: Ingansarang,
2005), pp- 319-24.

27. S. Mainwaring, “Transitions to Democracy and Democratic Consolida-
tion,” in S. Mainwaring, G. O’'Donnell and S. Valenzuela, eds., Issues in
Democratic Consolidation (Indiana: University of Notre Dame Press,
1992), pp. 317-26.
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regime. The established political elites did not revise “the thresh-
old of representation” and prevented the working class from
becoming an independent political force.?® Therefore, it is no
wonder that the participation of labor organizations or social
movement groups in several elections after the democratization
resulted in bitter failure. Only in 2004, seventeen years after the
democratic breakthrough, did a progressive party, the Korea
Democratic Labor Party, enter the parliament for the first time.?
In a party system of that kind, consisting only of conservative
parties, political parties still neither articulated nor aggregated
the complicated socioeconomic interests of society long after
democratization.

In addition, regional cleavages dominated election results in
the wake of democratization. Politicians mobilized regionalism
as a vote-getting strategy after the dissolution of confrontations
between democratic and anti-democratic forces.*® Regionalism
appealed to the electorate as long as the economic gap between
the regions remained and the party system consisted only of
conservative parties with few ideological and policy differences.
The leaders of the ruling party and the opposition who became
regional powers mobilized regionalism in elections to win elec-
toral support, and were able to win more seats in parliament
than their proportion of the popular vote warranted. Conse-

28. These included the ban on the political activities of labor unions, strict
requirements for the establishment of a political party, and the Political
Funds Act that inhibited the contribution of political fund of unions.
See Jang-Jip Choi, Democracy After Democratization (Seoul: Humanitas,
2002), pp. 115-39; Sang-Hoon Park, Twenty Years Since the Democratiza-
tion: Why We Need a New Direction in Korean Politics (Seoul: Hwanghae
Moonhwa, 2006), p. 2.

29. The Korea Democratic Labor Party (KDLP) was established in 2000. In
2004 general election, the KDLP gained ten seats, thanks to a newly
introduced party-list proportional representation system. In 2007, right
before the presidential election, a group of politicians seceded from the
KDLP and established the New Progressive Party. The KDLP gained
five seats and the New Progressive Party had no seat in general election
in 2008.

30. Park, “Reflection on the Proposition of Democratization of Inter-Party
Relationship,” pp. 139-44.
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quently, a candidate could be elected almost regardless of poli-
cies once nominated by a political party whose leader was based
on the region of his/her constituency. This in turn made politi-
cal parties and politicians neglect policy competition, while dri-
ving voters to vote in accordance with their regional identity.

The parties’ capacity for policy formation did not improve
much after democratization. The most important reason for this is
extreme party volatility that was directly related to the single-
term presidency. Korea introduced the five-year single-term pres-
idency in the 1987 constitutional revision to prevent an authori-
tarian government from ruling indefinitely. However, this revi-
sion increased the volatility of political parties. Political parties
were established and dissolved in every presidential election as
satellite organizations for presidential power. Accordingly, gov-
ernmental policies did not originate from party platforms and
policies that had matured and been refined over time. Instead,
they came from policy drafts that had been improvised in presi-
dential campaigns, and the details of those policies were drawn
up only after the candidate had taken power.3! What made mat-
ters worse was that even the improvised policies were not rigor-
ously implemented in the later period of the term because of the
early lame-duck phenomenon, another consequence of the single-
term presidency. In addition, the policy lessons were lost instead
of being preserved as political assets, as the ruling party dissolved
when the president resigned.

Political parties could not engage skillfully in policy making
and played a secondary role at best, as their capacity for policy
making did not improve. Instead, bureaucrats continued to have
significant influence on public policies. The direction and out-
line of policies are determined not by political executives from
the ruling party, but by professional bureaucrats. The ruling
parties remained dependent on bureaucrats that they could not
control, even when the bureaucrats disagreed with the parties’
policies. The opposition parties were not concerned with poli-
cies for the reasons mentioned above. In conclusion, political

31. Park, “The End of the First Stage of Democratization,” p. 10.
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parties in Korea after democratization were scarcely capable of
aggregating and articulating complicated social interests of civil
society and translating them into public policies.

The effect of “political party without policy” was noticeable
in social welfare. No ruling party had a clear vision of welfare,
and this remained the case even under the relatively progressive
governments after 1997. The Kim Dae Jung and Roh Moo Hyun
governments® announced the improvement of welfare as their
core national agenda. However, the direction and outline of
mid- to long-term welfare plans, such as the “Productive Wel-
fare Initiative” of the Kim government or “Social Vision 2030”
under Roh, were drawn up by presidential advisory committees
after the presidents had taken power. The subsequent details
(enforcement ordinances and regulations for implementation)
were made by bureaucrats from the appropriate ministries. Wel-
fare policies were often revised by bureaucrats with a neo-liberal
orientation in economic departments.® In addition, there was
neither serious debate between the ruling party and the opposi-
tion on the vision of the welfare state for Korea, nor any mean-
ingful discussions on the practical design of welfare programs.
Parties played only marginal roles in welfare policy making.

The incapability of political parties in policy making was
especially evident in the Kim Dae Jung government’s welfare
reform, which changed the framework of the Korean welfare
state. For example, during the debates on national pension
reform in 1999 and the medical insurance reform from 1998 to
2001, conflicts among interest groups escalated, but neither the
ruling party nor the opposition could design and suggest alter-
native policies. This task often fell to government ministries,
civic groups, and sometimes trade unions; only then did politi-
cal parties accept one of those alternatives as their policy. In the
debate on the unification of medical insurance schemes, the rul-
ing Millennium Democratic Party adopted a civic group’s pro-

32. The two governments that preceded these two—under Roh Tae Woo
(1988-1993) and Kim Young Sam (1993-1998)—were rooted in the author-
itarian regimes of the past.

33. Kim, “Democratization and Changes in Welfare Politics,” pp. 97-127.
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posal as its party policy, while the opposition New Korea Party
adopted a proposal by the Federation of Korean Trade Unions
(FKTU).3* Similarly, in enacting the National Basic Livelihood
Security Act in 1999, both the ruling party and the opposition
merely adopted proposals made by civic groups, especially by
the People’s Solidarity for the Legislation of the National Basic
Livelihood Security Act. In most cases, a heated debate took place
not among the parties but between neo-liberal professionals and
civic movement groups. Both the ruling party and the opposi-
tion focused on superficial rhetoric, such as “giveaway welfare”
or the “infection of the welfare disease of Europe.” They merely
responded to policy proposals prepared by interest groups and
government ministries after the fact, rather than presenting their
own policy initiatives.

In welfare issues, political parties proved inept not only in
proposing policy alternatives, but also in aggregating and coor-
dinating conflicting interests expressed by civil society. Political
parties did not play any role when medical doctors took the
unprecedented step of collectively closing their clinics to protest
the separation of dispensaries from medical practice in 1999.
Parties also failed at interest intermediation when the labor
union of the Occupational Health Insurance Corporation resist-
ed the merger of occupational and regional health insurance
societies into a single national health insurance system in 1999.
In both cases, interest conflicts were extreme and had serious
after-effects.

It is quite surprising that welfare has not been a priority in
party politics, considering that welfare is a “real issue”?® that
affects people’s everyday lives and generates serious conflicts
among proponents of different policies. Furthermore, the exten-
sion of welfare was desperately needed to alleviate the social
polarization and poverty created by the neo-liberal economic
restructuring following the financial crisis in 1997. However, no

34. Kim, “Towards a Comparative Welfare State in South Korea,” pp. 49-50.
35. Jang-Jip Choi, “Korean Democracy without Social Citizenship,” in Jang-
Jip Choi, ed., Labor in Crisis (Seoul: Humanitas, 2005), pp. 21-6.
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party was really concerned about policies in post-modernization
Korea, and policies therefore did not significantly affect election
results.

Paralysis of Social Dialogue

While corporatism became weaker in traditional corporatist
countries, corporatism was extended into transformed modes of
social dialogue in countries where it had either been weak or
nonexistent in the 1990s.%* However, the test for the politics of a
social compact was not successful in Korea. Amid the financial
crisis in December 1997, President-elect Kim Dae Jung suggested
that the two labor union confederations, the FKTU and the Korean
Confederation of Trade Unions (KCTU),%” and the employers’
organization, the Korea Employers Federation (KEF), constitute a
Tripartite Commission with the government. The FKTU, an explic-
it supporter of Kim Dae Jung in the 1997 election, decided to par-
ticipate in the commission at an early stage, but the KCTU was
divided on the issue. The invitation to the Tripartite Commission
proved that the democratic labor movement had become a partner

36. L. Baccaro and Sang-Hoon Lim, Social Pacts as Coalition of ‘Weak’” and
"Moderate’: Ireland, Italy and South Korea in Comparative Perspective (Geneva:
International Institute for Labor Studies, ILO, 2006); M. Rhodes, “The
Political Economy of Social Pacts: Competitive Corporatism and Euro-
pean Welfare Reform,” in P. Pierson, ed., The New Politics of Welfare State
(Oxford: Oxford University Press, 2001).

37. The Federation of Korean Trade Unions (FKTU) is one of the two
biggest peak organizations in the Korean trade union movement. Estab-
lished in 1946, the FKTU was acknowledged as an interest institution
with an exclusive representative right in state corporatism during the
authoritarian era and was criticized as a government-patronized union.
The FKTU carried out internal reform after democratization. As of the
end of 2002, it consists of 3,374 unit trade unions, including a number of
small to middle-size firm units, with approximately 940,000 union
members. On the other hand, the Korean Confederation of Trade
Unions (KCTU), which was established in 1995 as a confederation of
democratic trade unions, led the struggles against military authoritari-
anism. It consists of approximately 1,340 unit trade unions with about
580,000 union members, including a number of trade unions of con-
glomerates that have great influence on the national labor movement.
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in national economic management and public policy making,
equal to government and employers.

At the same time, however, the International Monetary Fund
(IMF) was demanding a massive restructuring and flexibility of
labor as conditions for Korea to obtain a standby loan. After a
long debate, the KCTU finally decided to participate in the com-
mission. The employers’ organization, the Korea Employers Fed-
eration (KEF), which had been hesitant to acknowledge labor as
an equal social partner on the national level, also agreed to take
part in the commission, since the public blamed management for
the economic crisis and was insisting on the reform of corporate
governance. The employers hoped to limit the scope of corporate
governance reform to the enhancement of transparency in
accounting and to make the labor market flexible in return.3®

The two union confederations, the KEF, and the government
finally signed a historic social pact on February 6, 1998: the “Tripar-
tite Agreement for Overcoming Economic Crisis,” which became
known as the February 6 Agreement. According to the key ele-
ments of this agreement, labor would accept the legalization of
layoffs and the introduction of temporary agency employment for
selected occupations; in return, the government would reform
welfare policies (Table 2) and enhance basic labor rights concerning
freedom of association and the political activity of labor unions.*
Finally, the employers agreed to increase transparency in corpo-
rate governance and allow unions to participate in firm manage-
ment. This agreement was historic in that it was Korea’s very first
attempt to overcome an economic crisis by dividing the burden
among major actors in the labor market, and in that it granted full
industrial citizenship to workers by extending them the right to
organize. In addition, for the first time in Korean history, welfare
as social wage became leverage for compromise among workers,
employers, and government. This agenda became the basis for
welfare reform under the Kim Dae Jung government.

38. Baccaro and Lim, Social Pacts as Coalition of ‘'Weak’ and ‘Moderate’, pp. 12-3.

39. They included acknowledgment of the rights of civil servants, school
teachers, and the unemployed to organize labor unions and the guaran-
tee of labor unions’ political activities.
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Table 2. Social Welfare Reforms of the February 6 Agreement

1. Reform of Social Security System
1) Increase of social welfare expenditure
2) Reform of the administrative system of social security
3) Increase in participation of labor and business representatives in social
welfare reform
4) Unification of health insurance programs
5) Reform of national pension fund operation
6) Tax reform
2. Unemployment Measures
1) Expansion of employment insurance benefit and coverage
2) Livelihood protection for the retired and unemployed
3) Extension of active labor market policies
Source: OECD, Pushing Ahead with Reform in Korea: Labor Market and Social Safety Net
Policies (Paris: OECD, 2000), p. 49.

However, when the KCTU convened a special meeting of
delegates three days after signing the agreement, the union dele-
gates rejected the labor flexibility components of the package,
especially the legalization of layoffs, and the KCTU executives
had to resign a few days later. The trade unions of conglomerates,
the main forces of the KCTU, denounced the Tripartite Commis-
sion as a tool for neo-liberalism, and shortly thereafter the KCTU
withdrew from the commission. In June 1998, the KCTU returned
to the commission under the pressure of massive layoffs, only to
leave again in early 1999. The passive and negative attitude of
employers also destabilized the politics of social compacts in the
Tripartite Commission. Korean employers who had reluctantly
agreed to the Tripartite Commission became skeptical of the com-
mission’s influence and sometimes refused to collaborate with
it.% After the February 6 Agreement, the employers and the two
trade union confederations repeatedly entered and exited the
commission, limiting its impact on policy making. The FKTU and
the KEF remain in the commission today, but the Tripartite Com-
mission is not working properly as a social compact system.

40. Baccaro and Lim, Social Pacts as Coalition of ‘Weak” and ‘Moderate’, pp. 3-13.
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The politics of social compact failed in Korea partly because
it lacked certain structural conditions for corporatism. However,
the more direct reason was that the cost of the political exchange
exceeded its benefits to the workers. The Tripartite Agreement
legalized layoffs, a matter of vital importance to workers, where-
as labor in social corporatism normally exchanged guaranteed
employment for wage restraint. As a matter of fact, the legaliza-
tion of layoffs was presented by the IMF as the condition for
standby loans even before the beginning of social concert. This
aspect deepened labor’s mistrust of the Tripartite Commission.
Therefore, from the start, the Tripartite Commission had a limita-
tion as an institution for genuine social dialogue among interest
parties in the labor market.*!

The destabilization of the Tripartite Commission seems to
have had a considerable impact on welfare politics in Korea.
Having experienced the fear of unemployment in the legalization
of layoffs, the organized workers of conglomerates, who could
have been the main forces in the Tripartite Commission, leaned
toward company unionism where they could have employment
security and improve working conditions more easily with their
own capability for collective action. In addition, they became
reluctant to transfer their collective bargaining privileges to an
industrial union federation. This resulted in the consolidation of
company unionism.

In Korea, collective bargaining has been decentralized at the
enterprise level, and bargaining at the different levels has been
hardly coordinated. Korea has the lowest degree of coordination
and centralization in collective bargaining, a distinction shared
with the United States and the United Kingdom. In 2004, Korea’s
unionization rate was twenty-ninth out of thirty OECD member
countries, and its coverage of collective agreements was the low-
est.*? Such a company union system is a very unfavorable mode

41. Hak-Tae Sun, “The Feasibility and Limitation of a New Democracy: The
Experiment with Macro-Corporatist Social Pact Politics under the Kim
Dae-Jung Regime,” Korean Political Science Review, vol. 36, No. 4 (2002),
pp- 211-29.

42. Ju-Hee Lee, “Current Status and Tasks for Industry-Level Bargaining,”
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of organizing labor for the development of state welfare. Since
state welfare is made by law and public policy and applies to the
whole nation, it is difficult for company unions to consider the
demand for the extension of state welfare as their own task. It is
better proposed by industrial unions or national union confeder-
ations, or more generally, by a leftist political party.*3

The February 6 Agreement of the Tripartite Commission
could have changed the attitude of the democratic labor move-
ments in large firms toward state welfare. Yet, the KCTU left the
commission; subsequently, the chance for the KCTU to take the
initiative in struggles for the improvement of state welfare at the
national level became slim. Afterwards, during the welfare
reform under Kim Dae Jung, the KCTU leadership cooperated
with civic groups in supporting the reform of welfare programs
on the principles of solidarity and redistribution, but it only
played a secondary role. Furthermore, the FKTU opposed the
extension of social welfare programs based on the principle of
social solidarity. In favor of organized workers in a narrower
sense, it advocated the maintenance of welfare programs that
connected contributions to benefits.**

In addition, the Tripartite Agreement of the commission left a
negative legacy concerning the role of labor in developing a com-
prehensive welfare state. It did not prove that labor could win
welfare as social wage in exchange for concessions to employers,
and that such political exchange could give a high return to labor
in the long run. Since the politics of welfare in Korea had been
limited by the company union system, the establishment of the

Monthly Labor Trends, vol. 52 (2003), p. 52.

43. Jae-jin Yang, “The Corporate Unionism and its Impact on the Korean
Welfare State,” Korean Political Science Review, vol. 39 (2005), pp. 395-412.

44. On the unification of occupational and regional health insurance pro-
grams into a single national health insurance system, the KCTU sup-
ported unification while the FKTU stood against it. On the extension of
national pension plans to the self-employed in urban areas, the KCTU
supported a unified national pension system, while the FKTU support-
ed the separation of national pension plans for employees and the self-
employed. See Kim, “Towards a Comparative Welfare State in South
Korea,” pp. 45-6.
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Tripartite Commission was a significant event in that it allowed
the labor movement to perpetually participate in public policy
making. The commission did reach a tripartite agreement on
longstanding welfare issues (Table 2).*°

Furthermore, after its second term, the Tripartite Commis-
sion provided a special table dedicated only to discussion of
social welfare issues, which was a milestone in the social pact on
welfare.*® However, these achievements were not recognized
properly, since welfare reform was exchanged for employment
security, the vital interest of labor.

The paralysis of the commission diminished its potential
role as a social institution for welfare extension. In contrast to
workers in large firms, unorganized non-regular workers or
workers in small and medium enterprises who were too weak to
act independently desperately needed the extension of state wel-
fare. But the commission’s activities were too modest to be help-
ful for them.

The Effect of Institutions of Representation on the Welfare State

The malfunctioning of the two core institutions of interest
representation, political parties and the social dialogue system,
made the politics of welfare in Korea unique. First, welfare has
never been a priority in institutionalized politics. It failed to
reveal the positions of political parties in election and in every-
day politics, and remained in the realm of “non-decision.”#

Second, the political party system was alienated from civil
society, and the paralysis of social dialogue brought about
extreme pluralism* in welfare politics. As inevitable phenomena

45. Moo-Kwon Jeong, “Social Policies of the Kim Dae Jung Government:
Expansion of Neo-Liberalism or a Transition to Social Integration?” in
Byeong-Yeong Ahn and Hyug Baeg Im, eds., Globalization and Neo-liber-
alism (Seoul, Korea: Nanam, 2000).

46. Beom-Sang Yu, “The Encounter of the Labor Politics and Social Welfare
in Korea,” Situation and Welfare, vol. 14 (2003), pp. 69-108.

47. P. Bachrach and M. S. Baratz, Power and Poverty (New York: Oxford
University Press, 1979).

48. Originally, Hyug-Baeg Im labeled the interest-seeking activities of
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in democratic society, interest groups have a positive role in the
normal operation of democracy. They provide information, coor-
dinate conflicts of interest, and take part in social governance.*’
Instead of such “sound” activities, however, some interest groups
in Korean welfare politics showed an extreme pluralist tendency,
in which excessive demands and intense conflicts among frag-
mented interest groups created a “crisis of governability.”>°

The most extreme case of the extreme pluralism was medical
doctors’ opposition to the separation of dispensary from medical
practice. In June 1999, the government came to an agreement
with associations of doctors, pharmacists, and civic groups on
the separation of dispensaries from medical practice. However,
the Korean Medical Association (KMA) passed a vote of no-con-
fidence against its leadership for having accepted a policy that
infringed on doctors’ vested interest against the separation of
dispensaries from medical practice. Then, members of the KMA
closed their clinics to protest the government’s policy. Mass
media and civic groups accused the doctors of taking the nation
hostage, but to no avail.”!

unions and managements under company unionism in Korea “extreme
pluralism.” In extreme pluralism, both management and unions seek to
maximize short-term gains at the expense of long-term interests, such
as economic stability and growth, sparking disruptive confrontations
with each other. See Hyug-Baeg Im, “From Affiliation to Association:
the Challenge of Democratic Consolidation in Korean Industrial Rela-
tions,” in D. L. McNamara, ed., Corporatism and Korean Capitalism (Lon-
don: Routledge, 1999), pp. 82-3. Byeong-Jin Ahn extended the concept of
extreme pluralism by applying it to intense conflicts among interest
groups in general beyond industrial relations. See Byeong-Jin Ahn, “The
Directions for the Interest Politics in Korea after Democratization,” Studies
in Democratic Society and Public Policies, vol. 11 (2007), p. 95.

49. K. L. Schlozman, “Interest Groups,” in J. Krieger, ed., The Oxford Com-
panion to Politics of the World , 2nd ed. (Oxford: Oxford University Press,
2001), p. 401.

50. C. Offe, “Ungovernability: On the Renaissance of Conservative Theo-
ries of Crisis,” in C. Offe, ed., Contradictions of the Welfare State (London:
Hutchison, 1984).

51. When the separation of dispensaries from medical practice was finally set-
tled, the KMA demanded that the government drastically raise medical
fees and reduce the number of students admitted to medical school to
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Third, the limitation of formal institutions of representation
made the role of the civic movement groups extraordinarily
important. In the wake of democratization, Korea experienced
the “resurrection of civil society.”® As soon as the repressive
authoritarian regimes loosened their control, new civil society
organizations appeared. Some of these civic groups had been
rooted in the anti-dictatorial movements of the 1970s and 1980s.
Based on these assets, civic movement groups wielded enormous
influence over welfare politics.>® Most notably, the People’s Soli-
darity for Participatory Democracy, the Citizens” Coalition for
Economic Justice, and the Citizens for Health of Korea led cam-
paigns for policy alternatives that were firmly rooted in the prin-
ciple of support for social-service users or the less privileged. For
example, they advocated for health insurance subscribers against
medical doctors in the conflict over the separation of dispensaries
from medical practice, and represented peasants and small-scale
self-employed people in urban areas against corporate employ-
ees in the conflict over national pension plans. During these cam-
paigns, civic groups did not shy away from physical confronta-
tions with professional or interest groups.

protect their vested interest. Most of their demands were granted as the
KMA threatened the government with another strike. Other points of
contention among interest groups are the conflict between pharmacists
and oriental medical doctors over the right to compound oriental medi-
cine, and the resistance of labor unions in the Occupational Health
Insurance Corporation to the unification of occupational and regional
health insurance societies in a single national health insurance system
in 1999. See Seok-Jo Won, “Interest Groups and Social Welfare in Korea,”
a paper presented to the Fall Conference of Korean Associations of
Social Welfare, October 18, 1999, pp. 139-59; Byeong-Hee Jo, “The Role
of NGOs in the Process of Health Care Reform,” Health and Social Sci-
ence, vol. 10, No. 3 (2001), p. 13.

52. G. O’'Donrnell and P. C. Schmitter, Transition from Authoritarian Rule:
Tentative Conclusion about Uncertain Democracies (Baltimore: The Johns
Hopkins University Press, 1986), p. 48.

53. Unlike new social movements in developed countries, the agendas of
Korean civic groups tended to concentrate on “modern” and “material”
issues, such as political reform, restructuring of chaebol (big conglomer-
ates) system, tax reform, and social welfare. Ibid., pp. 275-300.
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The role of civic movement groups in welfare politics was
not limited to the mere articulation of interests of the underprivi-
leged. Their activities extended to interest aggregation and coor-
dination, and even to designing social policies. In the passage of
the National Basic Livelihood Security Act, a turning point in the
modernization of the public assistance system in Korea, civic
movement groups were the central actors. During the legislation
movement, which had lasted more than ten years, civic move-
ment groups had proposed the outline and design of the act, pro-
vided information and consulting services to the ministry of
health and welfare, and fought against the liberal opposition
until the act was passed in 1999.* Such a strong role for civic
groups is hard to find in any other country.®

At first sight the flawed institutions of interest representa-
tion seemed to represent nobody’s interest in welfare politics,
and each social group pursued its own interests in the extreme
pluralism. However, the victims of these flawed institutions
were the socially and economically underprivileged. In a capi-
talist democracy, political parties and social concert systems can
be efficient means of “politics against market.”*® When these
institutions are not working, the victims are the underprivi-
leged, who can express their interests only through these institu-
tions. The advantaged in the market are less dependent on col-
lective means of social protection. In addition, they have other
channels through which to articulate their interests, such as lob-
bies or informal networks.

The characteristics of Korea’s hollow welfare state are no
doubt related to those of the institutions of interest representa-
tion. The major political parties have not made welfare policies

54. Byeong-Yeong Ahn, “A Study on the Enacting Process of the National
Basic Livelihood Security Act,” Review of Public Administration, vol. 38,
No. 1 (2000).

55. Yeon-Myeong Kim, “The Social Welfare Reform in the Kim Dae Jung
Government and Its Uncertain Future,” Economy and Society, vol. 55
(2002), pp. 48-49.

56. Gesta Esping-Andersen, Politics against Market (Princeton, N. J.: Princeton
University Press, 1985).
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an important part of their job. Although the Korea Democratic
Labor Party claims to be a “Party for Workers and Common Peo-
ple,” the small KDLP finds it hard to take the initiative in policy
making, and its voice is scarcely heard in institutionalized poli-
tics. Under such institutions of interest representation, welfare
for non-regular workers, the small-scale self-employed, and the
urban poor is neither treated as a serious political issue nor is
well represented by political parties.

By the same token, it is likely that the hollow welfare state is
related to the paralysis of social dialogue. In Korea, non-regular
workers are difficult to organize, and regular workers in small
and medium enterprises are too weak to take collective action.
They benefit much less from state welfare and from company
welfare than do regular workers in large firms. The problem
could be alleviated by the extension of social welfare based on
building industrial unions, centralizing bargaining authority,
and activating social consensus at the national level. Although
the establishment of the Tripartite Commission was expected to
lead to the creation of a welfare state founded upon the princi-
ple of solidarity, it did not contribute much to the weakening of
the division of welfare between the core and periphery in the
labor market. The final victims of the failure of representation
were the economically vulnerable, who had no organizations to
represent them. Although civic groups played such a role, their
limitations as unelected, voluntary organizations were obvious.

Conclusion

This article analyzed how the institutions of interest repre-
sentation are related to the characteristics of the welfare state in
Korea, particularly its exclusion of the economically vulnerable
from social protection. On the one hand, the Korean experience
confirms the importance of institutions in welfare politics, as in
the new institutionalist research on the developed welfare states.
On the other hand, the Korean experience reveals a certain dis-
tinctiveness of welfare politics in a new democracy, in that
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flawed institutions cannot even bring welfare-related interests
into the formal political process beyond limiting or directing the
preferences and strategies of social actors. In Korea, the institu-
tional element in a newly created democratic system made wel-
fare-related interests incapable of being aggregated and trans-
formed into public policies.

The consolidation of a new democracy includes the estab-
lishment of institutions required for its normal operation. If poli-
tics is a question of “who gets what, when, and how,”*” such
institution building should include institutions of interest repre-
sentation that can aggregate and coordinate socioeconomic inter-
ests in civil society. This is the prerequisite for a new democracy
to move from democratic transition to democratic consolidation.
It is also a precondition for the deepening of democracy from the
political sphere to the socioeconomic sphere.*

After democratization, however, Korea's political parties and
social dialogue systems were incapable of performing these tasks.
Welfare-related interests had been hidden until conflicts erupted.
Such a phenomenon shows how the flaws and instability of insti-
tutions in a new democracy can affect the terrain and outcomes of
welfare politics. Immergut argues that political institutions do not
merely ratify agreements of interest groups or neutrally transmit
their demand to the official policy-making process. Rather, they
shape strategic contexts for political contests that determine those
interests that can be effectively expressed and which ones will
prevail over others.”” In this sense, Korean welfare politics has
displayed the power of institutions at an extreme level, for the
flawed institutions of interest representation relegate social issues,
including welfare issues, to the realm of “non-decision.”

57. Harold D. Lasswell, Politics—Who Gets What, When, How (New York:
Whitlesey House, 1936), recited from R. Goodin and H. Kleinmann,
“Political Science: the Discipline,” in R. Goodin and H. Klinemann, eds.,
A New Handbook of Political Science (Oxford: Oxford University Press,
1996), p. 8.

58. D. Reuschemeyer, E. Huber and J. Stephens, Capitalist Development and
Democracy (Chicago: University of Chicago Press, 1992), p. 300.

59. E. Immergut, Health Politics: Interests and Institutions in Western Europe
(Cambridge: Cambridge University Press, 1992), p. 5.
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