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XH=: OECD(2013), Employment Outlook 2013, Ch.2

¥ Individual dismissals @ Collective dismissals
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Figure 8. Disconnect: Real Average Wage and Productivity
Labor Productivity — Real Average Wage Index
Selected Advanced Economies
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1. Overview

Job insecurity, income inequality and fragmented labor-management
relations would characterize the South Korean labor market. Firstly, South
Korea is a country where employment is very unstable and thus the average
working tenure is extra short. Workers with less than a year of tenure make
up 32% of the total workforce, which is the highest figure among OECD
countries, and those with long tenure of 10 years or longer are 20%, the
lowest among the said countries. Out of 11.57 million workers covered by
employment insurance, 5.62 million workers (48.5%) left work in 2013
alone, 1.14 million (35.4%) of whom from large companies with employees

of 300 or more.

A survey by Statistics Korea (Korea’s statistics office) of economically
active population in August 2015 shows 8.68 million non-regular workers
(45.0%); 2.86 million (14.8%) fixed —term workers, 2.24 million (11.6%)
part-time workers and 870,000 (4.5%) temporary agency workers.
Employment status as of March 2015 reported on Worknet, a job search
website run by the employment and labor ministry, the 10 largest
conglomerates have 490,000 (37.7%) non-regular workers and 400,000
(30.7%) in-house subcontracted workers (non-regular workers by indirect

employment).

Secondly, income distribution is very uneven. Wage increase has lagged

behind economic growth since the country’s currency crisis in the late
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‘90s and the global financial crisis in 2007 ushered in the era of ‘wageless
growth’. The average annual economic growth rate during the period of
2000 to 2014 was 4.4% while the real wage growth was 1.4% (Bank of
Korea) to 2.6% (Ministry of Employment and Labor). Wage increase not
catching up to economic growth translates into dropping labor income
share, and South Korea has become the country with the highest inequality

and largest low-income brackets among OECD countries.

The top ten conglomerates’ retained earnings increased from 288 trillion
won in 2009 to 522 trillion won in 2013, 81% (234 trillion won) in only
four years. This clearly testifies that a few conglomerates are guzzling
down excess profits realized through low income and job insecurity of non-
regular workers in small and medium-sized companies, wage increase of
regular workers trailing growth rate, collapsing neighborhood markets and
mom and pop stores, conglomerates’ mowing down subcontracting costs
and tax cuts to them. The problem lies not in over-protection of regular

workers but in over-protection of large conglomerates.

Thirdly, according to World Bank (2002), OECD (2004) and ILO
(2004), income inequality is less as unionization or collective agreement
implementation rate is higher and as more wage negotiations are
centralized into a national or industry level with smooth communications
and adjustment between higher and lower-level organizations. However,
South Korea’s unionization rate is 11%, 31st among 34 OECD countries,
and its collective agreement implementation rate is the lowest. Collective
bargaining is conducted in an individual company level and adjustments

between higher and lower-level organizations are not smooth. The
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severe income inequality in South Korea stems from, in large part, the
government’s economic, industrial and labor market policies, but the

fragmented labor-management relations also play a significant role.

2, Tasks

Let’s look at the tasks on job creation policy, wage policy and eradicating
three illegal practices in order. Firstly, creating jobs in a murky economic
environment requires reducing working hours and creating jobs in social
service sectors such as health care and welfare. Abiding by the maximum
52 hour work week stipulated by the current law alone could create 334,000

~ 579,000 jobs.

Permanent and continuing positions should be filled with regular workers
through direct employment. In-house subcontracted workers are employed
mostly for permanent and continuing positions, and by illegal dispatches
at that. Converting in-house subcontracted workers in the 10 largest
conglomerates into regulars in accordance with the law creates 400,000
decent jobs. For livelihood of the unemployed are required expansion of the
senior pension and unemployment benefits and introduction of job-seeker’s

allowance for youth.

Secondly, reducing income inequality and the size of low-income brackets
requires raising the minimum wage to a practical level and instituting a
wage ceiling in line with the minimum wage. If it does not change that
employers wield absolute and arbitrary power in setting the wages or wage
negotiations are conducted on a company level, income inequality is only

to grow further. Whether it’s an industry, region or a group of companies,
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collective bargaining should increase and measures to extend the effects of
collective agreement should be improved. France has a lower unionization
rate than South Korea but more than 90% of its collective agreements are

implemented.

Thirdly, 2.22 million workers (11.5% of the country’s total workforce) are
getting less than the legal minimum wage, 3.57 million workers (19%) are
working longer hours than the legal limit of 52 hours, and 400,000 workers
(30.7%) are working at the 10 largest conglomerates as illegal dispatch
workers. Eradicating these three illegal practices will improve workers’
lives. The money due to those workers receiving less than the minimum

wage exceeds 5 trillion won annually.

The administration and ruling party D extended the period limit for
temporary employment from two years to four, @ allowed dispatch work
of seniors 55 years old or older, high-paid managerial and professionals,
and in ‘root industries’ (industry that is engaged in business by utilizing
process technologies such as casting, molds, welding, surface treatment
and heat treatment, as prescribed by Presidential Decree), @ raised the
workweek limit from 52 hours to 60 hours, @ introduced the institution of
general dismissal of underperforming workers and ® eased restrictions for
employers to change company rules. This is not reforming the labor market,
but retrogression which makes dismissal easy, increase non-regular workers
and easily weaken working conditions. This is just another measure of
pampering large conglomerates, which could be summed up as ‘easy

dismissal, lifelong non-regular work’.
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