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The Youth Struggle for Jobs in South Korea:
Dualism, Inequality, and Youth Labor Market

Jiyeoun Song

This article examines the political economy of South Korea's youth labor market over the past two
decades. It argues that the institutional characteristics of the dualistic labor market along the lines of
firm size and employment status have exacerbated youth labor market problems in South Korea. The
segmentation of the labor market has incentivized the young people to desperately look for good first
jobs because of the difficulty in making a transition from the external labor market to the internal labor
market at the later stage of employment. It claims that not only the number of jobs, but also the quality
of jobs matters to South Korea's youth labor market problem.
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1. INTRODUCTION

Despite its rapid economic recovery from the 1997 Asian financial crisis and the 2008
global financial crisis, South Korea (hereafter, Korea) has not been able to effectively tackle
youth labor market problems over the past two decades.! The Korean government has
advanced a wide range of youth employment policies, encompassing the direct job creation
for youth, the promotion of the start-up business, the improvement of the labor market
infrastructure, the reinforcement of vocational education and training, and the promotion
of youth’s overseas job search (Yee et al., 2017: 9-29). It has also striven to encourage the
private sector to increase youth hiring by offering various policy supports, financial subsidies,
and tax credits. A series of these policy efforts, however, have failed to respond to Korea’s
youth labor market problem, such as high youth unemployment, low youth employment, and
rising precarious youth employment, leaving a majority of the young people exposed to very
difficult job market situations.” The deterioration of the youth labor market has created far

! There is no clear definition of youth population in the literature. International organizations, such
as the Organisation for Economic Development and Co-operation (OECD, hereafter) and the World
Bank, define youth population as those aged 15-24. Meanwhile, the boundary of youth population
in Korea is often extended to those aged 25-29 because a majority of the young Korean male
population enters the labor market in their mid and late 20s after the mandatory military service and
college education. For a cross-national comparison, I will identify youth population as those aged
15-24. However, I will modify the boundary of youth population depending on the government
policy measures for youth, the categories of the statistics, and official publications in the context of
the Korean labor market. When it is necessary, the specific scope of youth population will be clarified
in order to avoid any conceptual confusions.

Although both unemployment and employment rates serve as important indicators for macro-
economic conditions and labor market situations, each refers to slightly different dimensions of the
labor market. The unemployment rate is calculated by the number of the unemployed divided by
the economically active population, whereas the employment rate is calculated by the number of the
employed divided by both economically active population and economically inactive population.
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more serious consequences for the Korean society. Economic insecurity of youth has resulted
in delaying of marriages, decreasing fertility rates, and the growing discontent among youth,
undermining the long-term sustainability of the society. Then, why has Korea not been able
to solve the youth labor market problem over the past two decades?

This article argues that the institutional characteristics of Korea’s dualistic labor market
have exacerbated the youth labor market problem over the past two decades, especially
after the 1997 Asian financial crisis. Dualism is identified as the segmentation of the labor
market along the lines of firm size, employment status, gender, or race, which divides the
labor market into the internal and external ones (or the primary and secondary ones). Under
the dualistic labor market, the employment contracts, working conditions, wages, and social
welfare benefits of the workforce do not precisely correlate with the capabilities of individual
workers. Rather, it is whether workers belong to the internal labor market, represented by
strong employment protection with decent working conditions, high wages, and generous
social welfare benefits, or the external labor market, illustrated as weak employment
protection with poor working conditions, low wages, and meager social welfare benefits,
that determines the key dimensions of job quality (Doeringer and Piore, 1971; Emmenegger,
H&usermann, Palier and Seeleib-Kaiser, 2012; Palier and Thelen, 2010; Rueda, 2008; Rueda,
Wibbels and Altamirano, 2015).

In the Korean labor market, dualism has developed along the lines of firm size,
employment status, and gender; however, its consequences have been different over time.
Although its large chaebol-centered developmental strategy established labor market dualism
along the lines of firm size in the early stage of industrialization, Korea’s rapid economic
growth moderated the labor market inequality between large-sized firms and small and
medium-sized enterprises (SMEs, hereafter) through the mechanism of high wage increases,
more job creation, and upward social and economic mobility.* In addition, as long as Korea’s
economy continued to rapidly grow, employment status (e.g., regular workers vs. non-
regular workers) did not starkly divide the labor market into the internal and external ones,
while the level of gender inequality still remained high in the labor market despite its high-
speed growth.* After the 1997 Asian financial crisis and the 2008 global financial crisis,
however, an increasing number of large-sized chaebol firms have shifted their business and
human resource management strategies, in conjunction with globalization and technological
innovation. Chaebol firms have streamlined their business organizations through corporate
restructuring, and transferred the adjustment costs of the business cycle and intensified
global market competition to SMEs, most of which have been locked in the multilayered
subcontracting system of the chaebol-centered economic structure. The size of the chaebol
workforce represented as those in large-sized firms with regular employment contracts has
been shrinking, and the segmentation of the labor market along the lines of firm size and
employment status has been further intensified, widening the economic disparity within the

Thus, the employment rate encompasses not only job seekers, but also those exiting from the labor
market and not participating in the labor market.

Chaebols are the family-owned and -managed large business conglomerates in Korea, which have
dominated the country’s market economy since the early 1960s as the creature fostered by the Park
Chung Hee regime’s state-led developmental strategy.

Korea’s gender wage gap has been the highest among OECD countries. As of 2017, Korea’s gender
wage gap was 34.6%, whereas the OECD average was 13.5% (OECD, “OECD Data, Gender Wage
Gap”).
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labor market. Under these circumstances, Korean youth have desperately searched for good
first jobs, which refer to regular employment positions with strong job security, decent (if not
high) wages, and generous welfare benefits in large-sized chaebol firms and the public sector,
even if they decide to postpone their graduation or stay as unemployed or economically
inactive after graduation, as opposed to taking any jobs that are readily available. This article
analyzes the ways in which the segmentation of the labor market has further intensified
the youth labor market problem in Korea over the past two decades. It will elaborate the
key determinant of Korea’s youth labor market problem, by making a brief comparison to
the case of Japan, which shares the very similar institutional arrangements of the market
economies and labor market—identified as coordinated market economies (CMEs, hereafter)
centered on group-based coordination and the dualistic labor market along the lines of
employment status, firm-size, and gender.

This article proceeds as follows. The second section outlines Korea’s youth labor
market problem in a comparative perspective and points out the limitations of several
analytical approaches to account for the case of Korea. The third section illustrates Korea’s
transformation of the economic structure and production system, represented by globalization
and technological innovation, which has affected firms’ business and human resource
management strategies. Section 4 analyzes the ways in which Korea’s labor market dualism
that has been further reinforced after the 1997 Asian financial crisis and the 2008 global
financial crisis has affected its youth labor market conditions and shaped the young people’s
preferences and strategies for the job market over the past two decades. The conclusion
summarizes the key findings of the research and provides some policy implications for
Korea’s youth labor market.

2. KOREA’S YOUTH LABOR MARKET IN A COMPARATIVE PERSPECTIVE

In most advanced industrial countries, the youth population (the age group of 15-24) is
exposed to a much higher risk in the labor market than the prime working age population (the
age group of 25-54). Young workers with less experience and skills become the first target
of lay-offs, but the last target of hiring in economic downturns. In addition, the employment
status of youth is not as stable as that of the prime working age population, since the former
tends to switch from one job to another before landing at a permanent secured position and
takes precarious employment right after graduation as stepping stones to a more decent
and stable one (O’Higgins, 2012; Scarpetta, Sonnet and Manfredi, 2010). Thus, the youth
unemployment rate is always higher than the total unemployment rate, and the proportion of
the young people hired in precarious employment is larger than that of the prime working age
population.

Despite these common challenges for youth, labor market outcomes have varied across
advanced industrial countries. First Korea’s youth unemployment rate for those aged 15-24
(as 0f 2019, 10.3%) was still much higher than those of Germany (5.7%) and Japan (4.1%),
although it was not as high as the Organization for Economic Co-operation and Development
(hereafter, OECD) average (11.9%) (World Bank, “Unemployment, Youth Total (%total labor
force ages 15-24) (modeled ILO estimate)”) (see also figure 1). In addition, its gap between
the youth unemployment rate and the total unemployment rate was much larger than those
of other OECD countries. As of 2019, the ratio of Korea’s youth unemployment rate (10.3%)
to its total unemployment rate (3.7%) was 2.78:1, whereas its Japanese counterpart and



40 JIYEOUN SONG

Figure 1. Youth Unemployment Rates in Japan, Korea, and OECD Countries
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Source: World Bank, “Unemployment, Youth Total (% of total labor force ages 15-24) (modeled ILO
estimate)” (https://data.worldbank.org/indicator/SL.UEM.1524.ZS, accessed January 14, 2020).

the OECD average were 1.7:1 (4.1% to 2.4%) and 2.29:1 (11.9% to 5.2%), respectively. It
demonstrates that Korean youth have confronted far more difficult job market situations than
its prime working age population as well as the youth population in other advanced industrial
countries have experienced (World Bank, “Unemployment, Youth Total (% of total labor
force ages 15-24) (modeled ILO estimate)”’; World Bank, “Unemployment, Total (% of total
labor force) (modeled ILO estimate)”). When we closely analyze the Korean labor market,
as illustrated in figure 2, its youth with tertiary education has suffered higher unemployment
rates than those of high school graduates since the early 2010s, implying more difficult job
market situations for college graduates than those for high school graduates. Meanwhile,
in terms of the gender dimension, there have not been huge differences between male and
female youth, although young male aged 15-24 had slightly higher unemployment rates than
those of young female aged 15-24 (as of 2018, 11.1% for young male and 10.2% for young
female) (Korean National Office of Statistics, “Gydngje Hwaldong Ingu Josa [Economically
Active Population Survey]”).

Second, Korea’s low employment has raised another serious concern for the
policymakers. Most Korean teenagers advance to upper secondary education as opposed to
entering the labor market, and a large majority of the young Korean male population in their
early 20s have to serve for the military service, which might affect its low youth employment.
Nevertheless, its youth employment rate for those aged 15-24 was much lower than those
of other OECD countries (26.2% in Korea compared with 46% in Japan and 41.9% as the
OECD average in 2018) (OECD, “OECD Data, Employment Rate by Age Group”). Even
among Korean youth participating in the labor market, a large fraction of them have been
hired in precarious employment, which rarely provides job security, decent wages, and social
welfare benefits (Nam, 2011: 24-28). In addition, Korea had a relatively large size of youth
not in education, employment, or training (hereafter, NEETs) (18.01% in 2013 compared
with 10.12% in Japan and 14.56% as the OECD average as of 2015), which would impose
critical policy tasks on the government to activate youth in the labor market (OECD, 2016:
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Figure 2. Korea’s Youth Unemployment Rates by Education
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Source: Korean National Office of Statistics, “Gyongje Hwaldong Ingu Josa [Economically Active
Population Survey]” (various years) (http://kosis.kr, accessed January 7, 2020).
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Then, why do countries experience different degrees of youth labor market problems,
especially in the cases of Japan and Korea? First, some scholars have pointed out that good
economic conditions account for the improvement of youth labor market situations, such
as more employment opportunities. Kambayashi and Kato (2016) and Miyamoto (2015)
have argued that economic growth, known as “Abenomics,” contributes to the decline in
youth unemployment and the enhancement of employment and working conditions for the
young people by creating more decent and stable jobs in the Japanese labor market. Second,
others have claimed the supply and demand of the workforce in the labor market as the key
determinants. Jang (2017), Lee and Lee (2017), and Vogel (2018) have argued that Japan’s
demographic shift, driven by an aging population and declining fertility rates, has accelerated
labor shortages, coupled with the retirement of the “dankai generation” (i.e., Japan’s baby
boom generation born in between 1947 and 1949), which has resulted in the enhancement of
employment and working conditions for workers, especially for the young people looking for
their first jobs.

While the macroeconomic conditions and demographic shift affect the youth labor market
in Japan, these variables do not seem to provide comprehensive answers to the case of Korea.
As illustrated in figure 3, Korea’s economic growth rate (measured by annual GDP growth
rate) has been higher than that of Japan, except for the year of 1998. Yet, Korea has more
serious youth labor market problems than Japan, such as high youth unemployment and the
large size of the NEETs, especially for the past decade. In addition, Japan’s Abenomics has
not specifically focused on the youth labor market, although it has attempted to resuscitate

5 According to the OECD definition, NEETs are referred to those aged 15-29 not in employment,
education or training (OECD, 2016: 14).
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Figure 3. GDP Growth Rates in Japan, Korea, and OECD Countries
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Source: World Bank, “GDP Growth (annual %)” (https://data.worldbank.org/indicator/NY.GDP.MKTP.
KD.ZG, accessed October 16, 2019).

its sluggish economy. Looking at the effects of Japan’s demographic shift on the youth
labor market, it has been expected that Korea would also be able to alleviate the youth labor
market problem, if not completely solve it, once the number of the young people entering
the labor market begins to decline and leads to labor shortages. If the demographic structure
had determined the youth labor market conditions, Korea’s youth population (especially
those aged 25-29) entering the labor market should have had good job market conditions, at
least during the period of 2008-2014 when the number of population aged 25-29 declined
from 4,056,267 to 3,259,130 (Korean National Office of Statistics, “Population Projection”).
However, it was not the case.

Baak, Kim and Jang (2018), who have examined the cohort effects of youth population
on unemployment with a panel data of 30 OECD countries, have confirmed no conclusive
findings as to whether the youth population size (as the supply of the workforce in the labor
market) determines youth unemployment rates. As Japan has already experienced over the
past few decades, the continuous shrinkage of Korea’s working age population might lead
to an increasing number of available jobs for youth in the long-term. Nevertheless, such
demographic change is less likely to solve Korea’s youth labor market problems in the short
or medium-term at least, as already demonstrated in the case of the period of 2008-2014.
Even if Korea’s demographic challenges (e.g., an aging population, low fertility rates, and
declining population) would exacerbate labor shortages, youth competition for good first jobs
will not disappear automatically unless the institutional characteristics of the dualistic labor
market are weakened.

Then, what explains Korea’s youth labor market problems? Its high exposure to economic
openness and technological innovation as well as the intensification of the dualistic labor
market are critical variables accounting for more serious youth labor market problems in Korea
than its other counterparts (e.g., Japan and OECD countries). First, from the perspective of
the economic structure, Korea has been exposed to a much higher risk of economic openness
and has undergone a much more extensive scope of technological innovation to replace the
workforce. Second, under the dualistic labor market that strictly divides the workforce into
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insiders and outsiders, such structural transformation of the Korean economy and production
system, represented by globalization and technological innovation, has further intensified
the job market competition among youth for the declining number of good jobs in the labor
market. All else equal, Korea’s dualistic labor market structure has imposed far more difficult
job market conditions on youth than its counterparts. The following section analyzes the
ways in which the structural transformation of Korea’s economy and production system has
shifted firms’ business and human resource management strategies, leading to the further
consolidation of the dualistic labor market and the exacerbation of the youth labor market
problem over the past two decades.

3. THE STRUCTURAL TRANSFORMATION OF THE KOREAN ECONOMY IN THE
ERA OF GLOBALIZATION AND TECHNOLOGICAL INNOVATION

Over the past few decades, Korea’s economy has become more exposed to the fluctuating
international market compared with those of Japan and OECD countries, as shown in
its rapidly rising economic openness (measured by the trade volume as % of GDP) (see
figure 4). Thus, Korea’s policymakers and business communities have always been very
much concerned about the effects of the world economy on the domestic market economy.
Traditionally, large-sized chaebol firms have dominated the export-oriented sector, whereas
SMEs have occupied the sheltered domestic industry (Song, 2015: 34). The growing volume
of trade indicates that large-sized chaebol firms have relied more on the international
market, as opposed to the domestic market, and become more vulnerable to the volatile
global business environments. In addition, as the country’s economic growth has gradually
slowed down since the early 2000s, an increasing number of large-sized chaebol firms
have made efforts to adjust to the changing economic structure and business environments

Figure 4. Trade in Japan, Korea, and OECD Countries (% of GDP)
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Source: World Bank, “Trade (% of GDP)” (https://data.worldbank.org/indicator/NE. TRD.GNFS.ZS,
accessed December 7, 2018).
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Figure 5. Korea’s Foreign Direct Investment Trend
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Source: Korea’s e-country index, “Foreign Direct Investment” (for the data of the outward FDI, http://
www.index.go.kr/potal/main/EachDtIPageDetail.do?idx_cd=1065, accessed January 8, 2020;
for the data of the inward FDI, http://www.index.go.kr/potal/main/EachDtIPageDetail.do?idx
cd=1140, accessed January 8, 2020).

Note: Y axis refers to the amount of FDI and the unit of the y axis is one million USD.

by restructuring the corporate organization, increasing overseas production, and adopting
automation with the ICT technology.

Korean firms have expanded overseas production across all industrial sectors in order
to save labor and production costs as well as to access to the local market since the 2000s
(Hwang, 2017; Lee, Lee, Park and Kim, 2012: 3-7). As illustrated in figure 5, Korea’s
foreign direct investment (hereafter, FDI), especially outward FDI, has drastically expanded,
indicating the rapid increase in firms’ overseas production. In the case of the cellular phone,
one of Korea’s top export items, the proportion of overseas production increased from
45.3% to 91.3% between 2008 and 2017 (Lee, Lee, Park, and Kim, 2012: 6; Maeil Business
Newspaper, 2018b). The automobile industry, another primary source of Korea’s exports, has
also expanded its overseas production. Hyundai Motor Company and Kia Motor Company,
occupying more than 80% of the domestic automobile market together (82.7% as of February
2018), have produced more cars overseas, whose overseas production share has risen from
26.7% to 56% between 2006 and 2017 (Chosun Ilbo, 2018a; Maeil Business Newspaper,
2018a; Yonhap News, 2018). The rapid inflow of the foreign portfolio investment to the
Korean stock market since the 1997 Asian financial crisis has also shifted firms’ business
strategies, pushing them to focus more on high stock prices, short-term earnings, and
efficiency than before (see figure 6). Such increasing exposure to the international market
and foreign investment has pressed a large number of Korean firms to adopt a series of
corporate restructuring by streamlining the business organization and shedding the redundant
workforce.®

® Regarding the relationship between foreign portfolio investment and corporate governance, see
Gourevitch and Shinn (2005) and Tiberghien (2007).
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Figure 6. Foreign Portfolio Investment in the Korean Stock Market (% of Market Capitalization)
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Source: Source: For the data of 1992-2000, Korea’s Financial Supervisory Service (recited from Suh
(2007: 127, figure 1); for the data of 2001-2018, Korea’s e-country index, “Foreign Portfolio
Investment” (http://www.index.go.kr/potal/main/EachDtIPageDetail.do?idx_cd=1086, accessed
January 7, 2020).

Overseas production has enabled firms to keep market competitiveness and productivity
in the rapidly changing global business environments; however, it has not facilitated the
establishment of the virtuous cycle of productivity growth and good job creation in the
Korean labor market, if not eliminating a number of jobs due to an increasing share of
overseas production. As Korea has increased overseas production since the early 2000s,
the number of jobs in the manufacturing sector has continued to drop, despite the increase
in the domestic manufacturing production (measured by value-added production) (Hwang,
2017: 12—-14). More seriously, as of 2014, productivity in Korea’s service industry, whose
sector has recently created a majority of jobs in the labor market, was only 45.1% of Korea’s
manufacturing industry productivity and 90.4% of the OECD average service industry
productivity, respectively (Committee on the Job Creation & Government of Republic of
Korea, 2017: 2).

In addition, Korean firms have extensively adopted technological innovation, illustrated
as the increasing use of the industrial robot in the production site. According to the
International Federation of Robotics, Korea had the highest robot density (710 robots per
10,000 employees as of 2018) in the manufacturing industry (especially the electrical/
electronics industry and the automobile industry), far surpassing Germany (322 robots) and
Japan (308 robots) by a large margin, whose densities have been accelerated since the year of
2010 (International Federation of Robotics, 2018). In terms of the degree of robot intensity
(measured by the industrial robot stock over manufacturing value added), Korea’s robot
intensity climbed up from 0.14 USD million to 0.32 USD million between 2005 and 2015,
ranking top among OECD countries, whereas Japan’s robot intensity rose from 0.21 USD
million to 0.24 USD million and the OECD average increased from 0.07 USD million to
0.10 million during the same period (OECD, 2017: 36). There is still no consensus whether
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technological innovation will substitute or complement the workforce in the labor market,
yet some empirical evidence has supported that the middle income groups or workers in
routine task-intensive jobs are more likely to be replaced by the technological change (Kattan,
Macdonald, and Patrinos, 2018; McKinsey Global Institute, 2017; Thewissen and Rueda,
2019). In the Korean labor market, technological innovation seems to further accelerate
the replacement of the workforce as a way of saving labor and production costs as well as
avoiding any potential conflicts with workers and labor unions in contentious industrial
relations (Cho, 2017: 5).

These structural changes of the economic structure and production system have affected
the ways in which Korean firms have employed business and human resource management
strategies, especially for the hiring of youth at the entry level position. Korea’s economic
growth does not automatically produce as many jobs as it did in the past, resulting in the
era of “growth without job creation.” Also, given the relatively high level of employment
protection for regular workers, especially in large-sized chaebol firms and the public sector,
it turns out to be an easier option for the business to freeze youth hiring or to hire them on
precarious employment in economic downturns rather than to lay off prime working age
workers already in the labor market. Under these structural constraints, Korean firms are
less willing to increase employment, especially youth hiring, even in good economic times,
because of their concerns over economic uncertainty in the competitive international market
as well as the rigidity in employment, wages, and working conditions for the core workforce.
In a comparative perspective, Japan has been less exposed to economic openness and the
pressure of technological innovation to replace the workforce than Korea, which might affect
Japanese firms’ hiring strategies for youth, in conjunction with demographic challenges and
labor shortages. In the same vein, its cooperative industrial relations have rarely imposed
on the business community a high risk of contentious industrial disputes over employment,
wages, and working conditions even in economic hardships. The following section elaborates
the ways in which Korea’s dualistic labor market, which divides between the internal labor
market and the external labor market, has pushed youth to more difficult job market situations
over the past two decades.

4. DUALISM, INEQUALITY, AND YOUTH LABOR MARKET IN KOREA

Korea has experienced the reinforcement of the dualistic labor market in job security,
wages, and the coverage of social welfare benefits along the lines of firm size (e.g., large-
sized firms vs. SMEs) and employment status (e.g., regular workers vs. non-regular workers),
especially after the two financial crises. The institutional arrangements of the chaebol-
centered economic structure—the origins of the segmentation in the labor market—have
further strictly divided the labor market into the internal labor market and the external labor
market, which results in intense job market competition among youth for the declining
number of jobs in the former over the past two decades.

4.1. Consolidation of the Dualistic Labor Market
Korea’s chaebol-centered economic structure has established labor market dualism,

dividing between large-sized chaebol firms and SMEs, even during the period of high-speed
development. Yet the authoritarian regime suppressed high wage increases in large-sized
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chaebol firms, whose competitiveness and productivity still heavily relied on cheap labor
and production costs, and its double-digit economic growth provided rapid wage increases
to all the workers in the labor market, which made the economic disparity between large-
sized chaebol firms and SMEs less salient (Song, 2014: 73—80). Korea’s democratization in
1987 was the first critical turning point for the labor market and industrial relations. Labor
unions in large-sized chaebol firms began to exert political and organizational power over the
business, demanding drastic wage increases and generous social welfare benefits. Despite the
widening earning gaps since the late 1980s, Korea’s sustainable economic growth delivered
job security, decent wages, and social welfare benefits to the majority of the workforce until
the mid-1990s, regardless of the firm size (Song, 2014: 129—-144).

The 1997 Asian financial crisis marked another turning point in the consolidation of the
dualistic labor market along the lines of firm size as well as employment status. A series
of corporate bankruptcy triggered massive layoffs, and even surviving firms adopted the
comprehensive corporate restructuring program to streamline the business organization
and workforce (Haggard, Lim and Kim, 2003; Kim, Kim and Oi, 2012). Only a very small
segment of large-sized chaebol firms with the financial capacities and high productivity
growth were able to offer job security, high wages, and generous social welfare benefits to
the core group of the workforce, namely labor market insiders. In addition, firms have rapidly
expanded the hiring of non-regular employment, such as temporary and part-time workers,
in order to enhance labor market flexibility as an economic buffer zone of the business cycle,
whose labor market regulations were further relaxed after a series of labor market reforms
during the 1997 Asian financial crisis, in particular. The Roh Moo-hyun government (2003—
2007) aimed to enhance employment protection for non-regular workers by stipulating the
condition that employers should change the employment status of non-regular workers to
indefinite employment contract after the first two-year-long employment contract term. Yet
the policy outcome has been somewhat mixed since non-regular workers have confronted
the termination of employment contract even before reaching the first two-year-long contract
term.

The 2008 global financial crisis has further enlarged the economic disparity between the
shrinking core group of the chaebol workforce and the rest. A few leading chaebol firms have
been able to keep market competitiveness and productivity growth by taking advantage of
overseas production, automation, outsourcing, and subcontracting, whereas SMEs, most of
which have been subordinated to the chaebol-centered multilayered subcontracting system,
have born the adjustment costs in times of structural transformation of the national political
economy. The two financial crises have fortified the dualistic labor market between the
internal labor market (e.g., regular employment in large-sized chaebol firms and the public
sector) and the external labor market (e.g., non-regular employment and SME employment).

These institutional characteristics of the dualistic labor market have directly affected
Korea’s youth labor market. The development of the strong internal labor market, centered
on prime working age male workers in large-sized chaebol firms and the public sector, makes
it extremely difficult for other groups of the workforce, such as those in the external labor
market (e.g., SME workers and non-regular workers in large-sized chaebol firms), to make
a career transition into the internal labor market.” As most advanced industrial countries

7 The transitions from temporary to permanent employment are very difficult in the Korean labor
market. Only 11.1% of the temporary workforce made a transition to permanent employment after
one-year-long temporary employment, and 22.4% of the temporary workforce were likely to move
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Figure 7. Monthly Base Salary of the College-Educated Workforce
Aged 25-29 across Firms Size in Korea
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have experienced a rising share of labor market outsiders such as temporary or part-time
workers over the past few decades, there have been controversial debates on whether non-
regular employment serves as stepping stones to regular employment or results in dead ends
(Diamond, 2018: 68—70; Han, 2018: 84-85; Imdorf, Helbling and Inui, 2017: 488; Park and
Park, 2016: 62-66). Korea’s non-regular employment seems to be much closer to dead ends,
as illustrated in the high barrier between the internal labor market and the external labor
market (Park and Park, 2016: 46). Han (2018) and Kim (2018) have also strongly confirmed
that prior employment is very critical for determining later employment, especially for
youth in the Korean labor market. Given the very low upward career mobility in the Korean
labor market, it becomes crucial for the young people to find “good first jobs.” Otherwise,
they have a very slim chance to move to the internal labor market at the later stage of their
employment.

As shown in figure 7, the wage disparity among youth along the lines of firm size has
become much starker in Korea than that in Japan. Monthly base salary of the workforce aged

to permanent employment after three-year-long temporary employment. In other advanced industrial
countries, the mobility from temporary to permanent employment was much higher than in Korea.
Approximately 50% of the temporary workforce and 70% of the temporary workforce were likely
to move permanent employment after one-year-long temporary employment and three-year-long
temporary employment, respectively (OECD, 2013: 125).
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25-29 with four-year college education—roughly equivalent to the salary of the entry level
position in Japan®—has continued to rise across all firms, yet the magnitude of the salary
increase in large-sized firms has been much greater than that of SMEs.” Despite monthly
base salary increases for the young workforce aged 25-29 over the past three decades, these
workers’ salary gaps along the lines of firm size have more drastically enlarged, especially
after the 1997 Asian financial crisis. In 1993, workers in large-sized firms with over 500
employees received 1.02 times higher monthly base salary than those in small firms with
10-29 employees, indicating no or very small salary disparity along the lines of firm size.
Meanwhile, the former received 1.38 times higher monthly base salary than the latter in 2017,
confirming the rapidly growing economic disparity of the young workforce at the entry level
position along the lines of firm size (for details, check the data source of figure 7). In contrast,
there have been only marginal differences in the annual base salary of the college-educated
workforce at the entry level position across firm size in the Japanese labor market over the
past few decades. The annual base salary has rarely increased after the collapse of the asset
bubble in the early 1990s, even if a large number of Japanese firms have been suffering from
labor shortages over the past decade, in particular (see figure 8).!° Furthermore, Korea’s
seniority-based wage curve has been far steeper than that of Japan, indicating the acceleration
of the wage disparity over the life-course cycle of workers (Song, 2014: 39; Cho, 2017: 4).
Korea’s substantial gaps in economic compensation between workers in large-sized firms and
SME:s have strongly affected young people’s job search.

All these institutional constraints of the dualistic labor market have shaped Korean youth’s
strong incentives and preferences for good first jobs in the internal labor market. Considering
the different levels of job security and disparity in economic compensation between the
internal labor market and external labor market, its youth population has endeavored to
search for regular employment positions with job security, high wages, and generous social
welfare benefits in large-sized chaebol firms and the public sector. As demonstrated in figure
9, job competition rates of college graduates for the entry level position have been further
intensified over the past decade. Despite very difficult job market situations for youth, job
competition rates for SMEs (with less than 300 workers) have declined, whereas those for
large-sized firms (with more than 300 workers) have continued to increase.

However, as illustrated above, “good first jobs” have continued to decline, in conjunction
with globalization and technological innovation. In the top 30 business groups, the number
of the newly hired workers at the entry level position continued to decline from 144,501 to

Because of the lack of data for the entry level position base salary over time, I have alternatively used
this data set that would show the monthly base salary of the young workforce in the Korean labor
market.

According to the survey conducted by the Korean Employers’ Federation in 2015, monthly salary
of college-educated workers at the entry level position, whose annual cash bonus was incorporated
into the salary divided by 12 months, was estimated to 2,561 thousand KRW for firms with 100-299
workers, 2,775 thousand KRW for firms with 300-499 workers, 2,941 thousand for firms with
500-999, and 3,186 thousand for firms over 1,000 workers, respectively, which also clearly indicates
the large wage disparity among college-educated workers at the entry level position across firm size
(Korean Employer’s Federation, 2015, recited from Lee, 2017: 27-28).

19 Genda (2017) has examined why Japan’s wages have not increased despite labor shortages, from
several different dimensions of the labor market, such as institutions, the regulatory framework, and
firms’ business strategies.
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Figure 8. Annual Base Salary of the College-Educated Workforce at the
Entry Level Position across Firms Size in Japan
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Source: “Chingin K5j6 Kihon Chosa [Basic Survey on the Wage Structure]” (2018) (Japanese Ministry
of Internal Affairs and Communications, Statistics Bureau, http://www.stat.go.jp, accessed
December 20, 2018)

Note: The unit of the y axis is 10,000 JPY.

126,394 between 2013 and 2016, while the number of the workforce increased from 1,155,600
to 1,184,605 during the same period, illustrating that young people have confronted fewer
job opportunities in large-sized chaebol firms (e.g., top 30 business groups) than the prime
working age population (Federation of Korean Industries, 2016; Money Today, 2015)."!
According to the Korean Ministry of SMEs and Startups, the proportion of the workforce in
large-sized firms (over more than 300 workers) declined from 12.5% to 9.7% between 2013
and 2016, whose number of the workforce also reduced from 1,923,266 to 1,659,209 during
the same period.'? In contrast, SMEs increased the share of the workforce from 87.5% to
90.3%, whose number of the workforce expanded from 13,421,594 to 15,392,246 (Korean
Ministry of SMEs and Startups, n.d.). In a comparative perspective, Korea had a much
larger share of SMEs with less than 250 workers than other advanced industrial countries,

' The Korean government uses the official term of the business group (gidp jipdan) to identify
large-sized business conglomerates under the jurisdiction of the government’s competition policy
regulation, as opposed to the term of chaebols. For the definition and list of the business group, see
the Korean Fair Trade Commission (www.ftc.go.kr).

12 Not all large-sized firms are chaebols. However, I will interchangeably use large-sized firms and
chaebol firms in order to emphasize the firm size as the key determinant of Korea’s labor market
dualism. Since the Korean government identifies SMEs with firms with less than 300 workers in
terms of the size of the workforce, I will use this number as the cut-off point between large-sized
firms and SMEs.
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Figure 9. Job Competition Rates of College Graduates for the Entry Level Position
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Source: Korean Employers’ Federation, “Sin’ipsawon Chaeyong Siltae Josa [Report on the Recruitment
of College Graduates]” (various years).
Note: The competition rate is calculated as the number of college graduate job applicants divided by the
number of job opening for the entry level position.

which presents the concentration of job creation in SMEs with less financial capacities and
productivity growth (as of 2015, 87.2% in Korea compared with 62.9% in Germany, 52.9%
in Japan, and 40.7% in the US) (OECD SDBS Database, recited from Jang, 2018: 10).
The hiring pattern in the top 30 business groups and the declining share and number of the
workforce in large-sized firms with more than 300 workers seem to verify that young workers
have been facing far fiercer competition for a smaller number of good jobs in the Korean
labor market.

4.2. Options for Youth in the Competitive Job Market?

In the face of the intensified job market competition, Korea’s young people have been
trying to distinguish themselves from other job market candidates by attaining higher
education (e.g., tertiary education), applying for an internship, learning foreign languages,
or obtaining licenses/qualifications. Over the last two decades, a large majority of the high
school graduates have advanced to college (including both two-year and four-year colleges),
hoping to improve their employment prospects, and an increasing number of the young
people have prepared for the lowest-rank civil service exam. Despite such strenuous efforts
of youth for job search, the dualistic labor market has further aggravated the youth labor
market problem over the past two decades.

Investment in Human Capital Development
In Korea, education has been regarded as one of the most critical tools for promoting the
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country’s economic development through a supply of the highly qualified workforce and
providing a great opportunity for upward social mobility.'> Moving towards a knowledge-
based economy, Korea has more rapidly expanded tertiary education since the mid-1990s, a
period during which the Kim Young-sam government (1993—1997) extensively liberalized
the conditions of the college establishment through the revision of the Law on the College
Establishment in 1995 in order to increase the supply of the workforce with more advanced
knowledge and skills under the pressure of intensive global market competition (Ahn and
Ha, 2015: 237). As illustrated in figure 10, Korea’s share of youth with tertiary education was
ranked top among advanced industrial countries as its college advancement rate as well as the
number of the college increased dramatically since the mid-1990s (Korea’s e-country index,
“Korea’s Higher Education & Korea’s Education Advancement Rate”).

From the demand side, why would Korean youth like to attain higher education? Given
the huge earning gaps and the employment opportunity depending on the worker’s education
level, the young people prefer to advance to college as one of the strong investment strategies
in human capital development for better job prospects in the labor market. In 2017, the
workers with four-year college education received 1.67 times higher monthly base salary
than those with high school education. This gap of the monthly base salary between these
two groups has rarely changed since the early 1990s. In the case of the young workforce aged
25-29, the salary gap depending on the education level was smaller than that of the total
workforce; nevertheless, four-year college graduates received higher monthly base salary by
1.28 times than high school graduates in 2017 (Korean Ministry of Employment and Labor,
various years). Thus, high educational attainment has served as the critical variable for youth,
even for those in the vocational education and training high school track, to distinguish
themselves from others in the very competitive job market. “Over education” has been the
result of youth’s survival strategy under the intense pressure of the dualistic labor market as
a way of entering the internal labor market (Kim, 2017: 16). Meanwhile, the number of high
school students who enroll in the vocational high school track and enter the labor market
right after graduation has declined over the past two decades (Lee, Jeong and Hong, 2014:
48; Oh, 2017: 54 and 56).

Nevertheless, as almost 70% of the high school graduates advance to tertiary education
(68.9% in 2017), higher educational attainment does not seem to guarantee the access to good
jobs any longer as it had done in the past.'"* Oh (2017: 73-74) has verified the weakening
education premium of tertiary education in the labor market, although the graduates from
top-tier universities have still received higher wages than the others. Lee, Jeong and Hong
(2014: 41-61) have pointed out that a relatively large segment of the graduates from low-tier
two-year and four-year colleges (50% of the two-year college graduates and 20% of the four-
year college graduates) have been underpaid in the labor market than high school graduates,
which makes the effects of high investment in tertiary education on the labor market
skeptical. This rapid expansion of tertiary education, one of the most effective strategies for
job search in the past, has further exacerbated the degree of job market competition among
the young population with higher education, especially over the past two decades, a period

13 Korea’s level of public and private spending on education (as % of GDP) has always been ranked as
the top group among OECD countries (OECD, “OECD Data, Education Spending”).

1n 1990, 33.2% of the high school graduates advanced to college (including both two-year and four-
year colleges), yet 68.7% of the high school graduates advanced to college in 2017, whose percentage
declined from 83.8% in 2008 (Korea’s e-country index, “Korea’s Education Advancement Rate”).



THE YOUTH STRUGGLE FOR JOBS IN SOUTH KOREA 53

Figure 10. Population with Tertiary Education (25-34 years old, % in the same age group)
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Source: OECD, “OECD Data, Population with Tertiary Education” (https://data.oecd.org/eduatt/
population-with-tertiary-education.htm, accessed April 20, 2018).
Note: LMEs and CMEs refer to liberal market economies and coordinated market economies,
respectively.

during which the number of good jobs has declined in the labor market. Such phenomena
have raised another concern not only for the youth labor market, but also for the education
system in general.

Alternative Career Path in the Public Sector

Although large-sized chaebol firms have been able to offer tighter job security, higher
wages, and more generous social welfare benefits than SMEs, the number of jobs in large-
sized chaebol firms has been shrinking (as illustrated above). In addition, even large-sized
chaebol firms have opted for the corporate restructuring in response to the fluctuations of the
business cycle and the intensified global market competition, forcing workers to leave the
workplace before reaching the mandatory retirement age of 60. Thus, an increasing number
of the young people, especially those who do not enroll in prestigious universities with much
lower possibility of getting jobs in large-sized chaebol firms, have looked for an alternative
career path of becoming lowest-rank civil servants (the 9th level position out of the nine-rank
system). For those who place high value in tight job security and the work and life balance,
the lowest-rank civil servant position has been regarded “good jobs,” although its salaries
might be lower than those of jobs in the private sector.

It is not a new story that a large number of the young people have desired to join the
public sector, such as the government agency or the public corporations, over the past few
decades. Among several different tracks of the public sector employment, this article focuses
on the lowest-rank civil servant position (referring to the 9th level) because of the relatively
large number of job openings as well as the applicants. In addition, its composition of the
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exam applicants and those who passed the exam has more dramatically changed compared
with those of the middle-rank and high-rank civil servant positions (the 7th level for the
former and the 5th level for the latter), both of which have been regarded the elite career
bureaucrat track. Due to the characteristics of high job security in the public sector, though
much lower paying jobs than those in the private sector, the competition rate for the lowest-
rank civil service exam was quite high even during the 1980s and 1990s. However, there
have been several important changes, especially after the 1997 Asian financial crisis. In
1980, the competition rate of the 9th level exam was 28.6:1, and a majority of the applicants
passed the exam for the administration track were high school graduates (90.8%, 1,338 out
of 1,473). After almost 20 years later, the competition rate skyrocketed to 89.9:1 in 2004, and
only a very small percentage of the applicants who passed the exam for the administration
track were high school graduates (1%, 9 out of 902), while the rest were two-year and four-
year college graduates (Oh, 2006: 31-32). Traditionally, the 9th level civil servant position
had not been considered as an appropriate job for college graduates because of relatively low
salaries compared with those of the private sector and the stereotypical image of the routine
task-intensive jobs at the entry level civil service. After the two financial crises, a growing
concern over job insecurity as well as the declining number of good jobs for youth in the
labor market has shifted prioritizing job security most, especially for those graduating from
lower-tier colleges.

Despite the fluctuations of the applicant number, the competition rate of the 9th level civil

Table 1. Korea’s Lowest-Rank Civil Service Exam Competition Rates (National Level Post Only)

YEAR (9511]3;"/16‘5 VIfIlzatI;thzul) Applicants Competition Rate
2008 3,223 164,690 49.1:1
2009 2,374 140,879 59.3:1
2010 1,719 141,343 82.2:1
2011 1,529 142,732 93.3:1
2012 2,180 157,159 72.1:1
2013 2,738 204,698 74.8:1
2014 3,000 193,840 64.6:1
2015 3,700 190,987 51.6:1
2016 4,120 221,853 53.8:1
2017 4,910 228,368 46.5:1
2018 4,953 202,978 41.0:1
2019 4,987 195,322 39.2:1

Source: Author’s collection based on the data from the Korean Ministry of Personnel Management
(www.mpm.go.kr, accessed April 23, 2020) as well as the journalistic coverage
Note: The competition rate is calculated as the number of job applicants divided by the number of the
entry level post (9th level).
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service exam has increased after the two financial crises. After the 1997 Asian financial crisis,
the competition rate skyrocketed from 48:1 to 80:1 between 1997 and 1998 (Maeil Business
Newspaper, 2002). After the 2008 global financial crisis, the competition rate increased again
from 59.3:1 to 82.2:1 between 2009 and 2010 (see table 1). Over the past decade, while the
competition rates have continued to decline, the number of applicants has increased or at
least has been maintained around 200,000. Considering that the number of the applicants
for Korea’s SAT was 548,734 in 2019 (Korean Ministry of Education, 2019), almost a third
of the size of Korea’s SAT applicants (195,322) have still prepared for the lowest-rank civil
service exam (see table 1). Unless more decent jobs for youth are created, it is less likely
for Korea to see a decline in the number of youth preparing for the lowest-rank civil service
exam in the public sector in the near future.

5. CONCLUSION

The transformation of the economic structure and production system, represented by the
rise of the service economy, technological innovation, and global outsourcing, has created
new challenges for the labor market in most advanced industrial countries. The number of
good jobs has decreased, while the number of bad jobs has rather increased, widening the
economic disparity within the labor market. Although all these changes have substantially
affected the employment and working conditions of the entire workforce, youth population,
who have just entered the labor market or prepared for job search, have faced even more
serious situations than other age groups in the workforce because of the lack of experience
and skills in the workplace as well as relatively weak job security for them. Similar to those
of other advanced industrial countries, Korean youth have been struggling for good jobs in
the labor market over the past two decades. However, they have faced far severer pressure for
job search, since there is a very slim chance for them to make a transition from non-regular
to regular/permanent employment and from SMEs to large-sized firms if they fail to join
the internal labor market (e.g., regular/permanent employment in large-sized firms and the
public sector) after graduation. Under these institutional arrangements of Korea’s dualistic
labor market, the very first job of youth tends to determine the possibility of their career
development over the life-course.

As illustrated in the case of Japan, Korea’s good macroeconomic conditions and
demographic shift might create more jobs than job applicants, which would lessen the youth
labor market problem. While acknowledging the importance of these structural variables
for the youth labor market, this article rather emphasizes that it will be essential for Korea
to be more effective in managing the segmentation of the labor market that has been already
intensified after the two financial crises as well as to create more good jobs for youth in the
labor market. The current Moon Jae-in government (2017—present) has advanced a wide
array of youth employment policies, such as the income tax exemption and financial subsidies
for young workers in SMEs as well as the tax credit and employment subsidies for SME
employers in hiring young workers (Chosun Ilbo, 2018b). Yet youth labor market problems
have not yet been fully addressed. Korea’s youth labor market problem is not just the lack
of enough number of jobs for youth, but rather the lack of quality jobs for youth. Thus, it is
important for the government to propose various policy supports to lessen the youth labor
market problem in the short-term. Simultaneously, these policies should include strategies to
make Korea’s labor market dualism much weaker, if not disappear right away, to create the
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virtuous cycle of transformations in the economic structure and the production system, and
to foster good job creation in the national political economy in the long-term. By doing so,
Korean youth are more likely to have much better job prospects in the labor market.
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