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I. INTRoDUcTIoN

Recently the biggest problems faced by the Korean society and economy 
are weakened growth potential and a polarized economic-social structure. 
These could be the result of economy-growth-centric development and a 
scar left behind by the economic crises of 1997. Whatever their causes, there 
exists a broad agreement that these issues are closely related to the real life of 
people. These problems cause relatively strong tensions between big business 
and small-medium sized companies, between regular workers and irregular 
workers. 

This study observes polarized employment, or the problem of irregular 
workers, at the center of present employment issue from the point of view 
‘inclusion’ and ‘exclusion’ of irregulars in the labor market and unionization. 
That is, irregulars have been excluded from the core of the labor market and 
from the unions with bargaining power, resulting in a situation in which the 
state has withdrawn almost all regulations and protections for these laborers. 
This study presents this kind of exclusion as a ‘dual exclusion.’ There can be 
many factors causing the situation of ‘exclusion.’ However, this study focuses 
on a ‘core factor’ that the labor flexibility strategy has been selected by the 
state and capital in the situation of economic crisis without consideration 
of the institutional arrangement of labor politics and enforced almost only 
numeral flexibility. 

The institutional arrangement that allowed Korea to transform from a 
developmental state left Korea with weakened autonomy. By contrast, capital 
was left relatively autonomous and strong unionized labor, which included a 
minority of workers. This institutional arrangement led to a great number of 
workers under the ‘new employment system,’ which was without regulations 
and protections from the state; and, more importantly, excluded their strongly 
unionized fellows and almost solely consisted of blue color workers within 
big business. The rest of the unionized fellows has never been at the core of 
the labor market or involved with unions. This problem is not only limited to 
the issue of employment, but also exist as a complex problem within Korean 
society, which involves the danger of social polarization and the impediment 
of social integration.
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II.   THe meTHoDoLogY AND THeoRY USeD IN THe 
STUDY

1.   Appropriation of historical institutionalism in analyzing labor politics

Studies focusing on the structural changes of capitalism within Korea have 
explained the issue of irregular workers and critical changes within the labor 
market as being caused by the globalization of neo-liberalism. These issues 
appeared in the 1990s and became serious with the economic crises in 1997. 
According to these studies, the changes in labor politics in Korea have to be 
understood in the context of structural changes within global capitalism. 
These studies have argued that capitalist economic stagnation began in the 
1970s and was continually demonstrated in the early 1990s. Therefore these 
analyses have focused on the stagnation within global capitalism and the 
subsequent changes within capitalism itself. 

Researches analyzing the changes of labor politics through the lens 
of structural changes within global capitalism have been effective in 
explaining changes within labor politics, especially after the escape from 
the old framework of the development state and the institution of the 
neo-liberalist economic policy. generally, variables within structure have 
important implications for the relationship between the agent and structural 
circumstances, since agents are naturally affected by structures when deciding 
on the forms of their behavior. For example, after 1997 the Kim Dae-Jung 
administration could not but be affected by structural factors in the state’s 
choice to make the labor flexibility policy. Then, the continual and structural 
formation of the problem of irregular workers is possibly explained by the 
continuity of the structure, one of the global factors.

However, explanations focusing on the globalization of neo-liberalism 
are limited in making the problem of irregular labor clear. For although 
the increase of irregular workers in so many countries is common, in other 
countries, particularly europe, the problem of irregular is different from the 
problem in Korea. The theory focusing on the influence of global structural 
factors is not able to account for the differences in countries. The issue 
of irregular workers in Korea has come to a head in social confrontation, 
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but those problems in european countries take on a different look and 
the theory of the global structure can only incompletely explain these 
differences. Analysis based solely on the structural factor of globalization is 
able to produce good explanations about the origins of the problem, but has 
limitations when it comes to explaining the differences within each country. 

In sum, this study attempts to avoid a research trend that is overly focused 
on the global structural factor and to overcome the generalization of a trend 
within structuralist analyses. With these considerations, this study analyzes 
the period surrounding the 1997 economic crises, the changed industrial 
relationship, particularly as it was affected by the flexibility strategy and the 
resulting exclusion from unionization and from the core of the labor market. 
That is, the tendency within research of treating the issue of irregular labor as 
a kind of ‘natural’ trend should be averted. 

Following the globalization of neo-liberalism, the structure of the labor 
market has been changed. more importantly, because of the real labor politics 
facing each country, the issue can be have various viewpoints in each country. 
A new methodology is needed to explain the issue of irregular labor in 
contemporary Korea. This methodology would take into consider the agents’ 
behavior type and the changed structural circumstances in order to explain 
the creation of the new environment of labor politics. 

The three stakeholders in labor politics are the state, capital (business), 
and labor. Among the three, the situation in which each agent has more 
power than the others is affected by the agents themselves and the structures 
surrounding the agents. What kinds of conditions—the organizing agents, 
the matters of concern to the agents at certain times, and the results of 
state’s industrial policies—affect the chances of each getting power? The 
organization and subsequent changes in power relations are used in this 
study as a methodology called ‘historical institutionalism.’ This methodology 
provides an integrated analysis of structures and agents, which allows an 
improved understanding of the issue of irregular workers in labor politics and 
its mechanism.

Using this methodology, the study first observes the flexible labor strategy 
selected by the state and capital, which created the new power relations 
between the agents; then, the study observes the process of exclusion, made 
by the brand-new relations, of a large scale of irregular labor from the core of 
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the labor market and unionization.

2.   Theory to review labor flexibility and the Korean labor market around 
1997

The state system from the 1960s to 1990s is commonly called ‘the 
developmental state.’ The developmental state concentrated all of its attention 
on economic growth in order to ‘catch-up’ to the already developed states. 
Therefore, almost all sub-system of the state dedicated their energies to 
the aim of maximum economic out-put, putting all available industrial 
production elements possible into its economic fields. The success of this 
aim was achieved on the condition that in 1945, after the end of the Second 
World War, the international industrial fragmentation system would be 
rearranged and there would be many chief-waged worker and also alternative 
workers who would be chief-waged, too. Because these conditions inside and 
outside of Korea were continuous, Korea was able to sustain dizzyingly high 
economic achievements and efficiency in control of business through the 
policy of state-led finance.

However, these conditions gradually disappeared nationally and 
internationally so that the development strategy centered on ‘growth’ became 
unsustainable. First, the industrial structure became qualitatively different 
from that of the 1970s through rapid growth at a yearly mean of more than 
10%. The peak of the growth was in 1986-1988. During this period, this 
dizzyingly rapid growth was due to ‘the Boom by the Three Lows’, until 
facing the structural slump from the early 1980s to the year of 1989. In 
1981, the employment structure showed the change clearly, agriculture 
and fishery were at 34%, mining and manufacturing industries at 21%, and 
infrastructure & service industries at 44%. But by 1991, ten years later, the 
rate was, respectively, at 16%, 26%, 57%. This marked vast changes in the 
percentage of the employment structure (J.J. choi 1997, 369-375). The so-
called ‘unlimited supply of manpower from the farming area’ had become 
unsustainable. Finally, in the late 1980s the shortage of manpower was clear 
and serious, especially in the number of production and nonsupervisory 
workers. In addition, because labor-movement-centered unionization had 
become stronger, the low wages of the past were not able to be sustained. 
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Furthermore, changes in the international economic environment had 
caused an international comparative advantage because the low wage policy 
was no longer efficient. Korea, one of late-late industrialized countries started 
to be purchased by countries jumping into their industrialization even later 
than late-late industrialized countries. They also selected the same policy 
to sustain the international comparative advantage as the late-late fellows. 
But their method was not as low as their fellows’. Instead, it was even ‘lower.’ 
Therefore Korea’s policy to sustain its advantage was in big trouble, at the 
same time as countries that had industrialized earlier than Korea with 
cutting-edge technology appeared to be its new rivals. 

With these rapid changes in the international market and technology, 
in sum, globalization and informatization, the international movement of 
production elements became easier and easier. The quantitative mobilization 
of production materials had become less important than in earlier times, so 
the new development and mobilization methods of elements of production 
such as knowledge, technology, capital and manpower became more and 
more important. In addition, Fordism, the accumulation system after the 
War that featured the mass production of standardized goods, was gradually 
changed into a flexible manufacturing system that was able to produce small 
quantities in batch production. In this environment, business (capital) in 
Korea had to get more flexible labor with coherence in the newly created 
environment (J.H. Kim 1999, 327).

Labor flexibility is a concept describing the ability of the labor market to 
efficiently distribute or redistribute manpower following outside changes. 
Labor flexibility includes various aspects of manpower: first, the aspect 
of quality (knowledge, function, technology, and reshuffle) points out its 
functional flexibility; second, the aspect of quantity (size of employment, 
working time, the form of employment) indicates quantitative flexibility; and 
aspect of price (the means of wage decision, revision of wage) includes wage 
flexibility (S.B. Uh et al. 1997).

After the end of the War, in the european countries with sophisticated 
welfare systems raised the issue of the rigidity of the labor markets. This was 
blamed on the existence of strong unions at the industrial or national level 
(especially unions at the national level, called encompassing unions or labor 
organizations), a minimum wage at a higher level than that of other countries, 



 The Flexibility Strategy of State-capital-Labor and its Result in Korea 45

and a higher cost of social security. That is, the institutional aspects of the 
labor supply were described as causes of the rigidity. Therefore, many policies 
related to the labor market have been focused the problems pointed out 
above. Less centralized (or more fragmented) collective bargaining, dwindling 
infrastructure for social security, and more varied forms of employment 
and differential wages, etc. have been considered as possible solutions. The 
changes in labor policies have been considered solutions, which included 
enlargement for the demand side of manpower and wage flexibility through 
the reduction of the bargaining part between the labor and business (J.H. 
Kim 1999, 330).

Then, it must be considered that the labor flexibility of supply side 
economics against the rigidity could be applicable in Korea, especially in the 
mid and late 1990s, during the era of the economic crises. First, Korea has 
not had strong unions at the industrial and national level. Traditionally, after 
the Liberation, enterprise unions had been the form of labor organization. 
Therefore collective bargaining has been extremely fragmented. Also, with 
the movement for democratic unions throughout the 1970s-1980s and The 
great Labor Struggle in 1987, a dramatic wage push was witnessed in some 
big businesses, but the pushed up wage and the minimum wage did not affect 
the higher-up level of productivity and could not be on the level of damaging 
the wage system. Additionally, social security was in its very beginning stage. 
In this situation, labor market rigidity of the form created by the european 
welfare states could not be a essential cause of the economic crises. Then, 
research is needed into which kind labor market rigidity has affected Korea 
and on the proposed solutions by the state and the business. clearly, Korea’s 
were not the same problem as the european countries’. About the ‘rigidity’ 
in Korea then, what were its features and, going another step, what was the 
‘rigidity’?

As pointed out above, the kind of flexibility present in Korea is wage 
flexibility, quantitative flexibility, and functional flexibility. The study will 
focus on these aspects of Korean labor rigidity following 1990, when the 
necessity of labor flexibility began to be argued.

First, this study examines the features of the wage flexibility problem. See 
infra <Table 1>.

on the standard of total wages of workers (excluding those in the 
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agricultural field), from 1986 to 1996, nominal and real wages have risen 
by 390% and 220% respectively. However, a large scale wage push and the 
following higher labor cost doesn’t always cause wage rigidity. To evaluate 
wage rigidity, the relation between the wage push and labor productivity 
must be considered. If wages and productivity rise at the same time, that 
won’t cause rigidity. In spite of changes in productivity, the wages were not 
changed and caused rigidity in many cases. In Korea, following <Table 1>, 
productivity was higher than wages until the mid 1980s. From 1987 to 1990, 
the rate of the wage push was a little bit higher than productivity. After 1991, 
however, productivity was higher again. To conclude, rigidity like that in the 
european welfare states did not appear in Korea. 

Second, quantitative flexibility, possible control of the number of employees 
following the needs of management productivity, should be observed.

generally, throughout the period of 1970-1990, Korea achieved 
industrialization using labor-intensive industry. Large numbers of workers 
were essential, therefore mass dismissal was almost impossible. After the late 
1980s, through the movement for democratic unions, some big businesses 
developed strong unions. These unions have been strong enough to block 
the mass dismissal of their employers inside certain enterprises (not local 
or national level efficiency). However flexible mass dismissal has widely 
happened even until the mid 1990s. mass dismissal compelled by managerial 
difficulties was legalized in 1998. That is, before legalization, mass dismissal 
happened widely by a case law (1991) or practically, and after 1997, the 
period of restructuring, much greater numbers of workers were fired. 

Therefore, the fact that difficult mass dismissal negatively impacted 
quantitative flexibility has been limited to the small number of workers 
protected by their strong unions in some big businesses, a small part of the 

Table 1. The change Trend in the Rate of Increase of Real Wages and Productivity 
(measure: %)

1989 1990 1991 1992 1993 1994 1995 1996

Nominal Wages 
Real Wages
Labor Productivity

21.1
15.4
6.9

18.7
10.1
15.7

17.5
8.2

16.0

15.2
9.0
8.8

12.2
7.4
8.5

12.7
6.5
9.8

11.2
6.7

10.9

11.9
6.9

10.0

Data source: The Korea employers’ Federation 1997, 3. 
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total Korean labor market. Wide restructuring was carried out under the 
control of enterprises themselves. Quantitative flexibility in Korea has been 
the enabler of a more flexible labor market. At the times of the economic 
crises, the phenomenon was clearer. After the economic crises the quantitative 
restructuring remained the main form of restructuring manpower. That 
is, not wage or functional flexibility but quantitative flexibility has been 
chosen by the state and business. Through this choice, huge numbers of 
workers became ‘outsiders’ from enterprises. And when the workers were re-
employed, they had to be employed in the form of external employment from 
a pool of ‘outsiders.’ They have become ‘temporary’ or ‘irregular’ workers. 
on the condition of one year or shorter period of time contract, the workers 
have faced instability in their jobs, and the rate of this kind of worker became 
at least 30% of the total labor. The labor arena (labor world) estimates the 
rate to be even higher, at 50% or more. This problem is not just limited to 
employment or related policies, but contributes to social disintegration by 
making a huge number of workers part of a poor class although they still 
work.

As <Table 2> shows, almost all answering enterprises intended to 
accomplish flexibility through quantitative means or the expansion of 
externalization of employment relations. In Korea, among many kinds of 
flexibility strategies, business controlled the number of workers to reduce 
the production cost and the state supported this strategy to make the total 
labor market more flexible. expansion of quantitative flexibility by many 
number of enterprises (including big businesses) expanded the irregular or 
temporary workers in huge numbers over regular workers with stability in 
their jobs. Besides, as <Table 2> shows, subcontracting and outsourcing were 
also expanded and this relation of big businesses and small and medium 
sized companies has been hierarchical, just like contractors-subcontractors 
and orderers-outsourcing companies. At the same time, workers’ status 
has been hierarchical following the forms of employment or being hired 
by certain companies. Unity of labor disappeared after the economic crises 
in employment policy. And, going one more step, in negative aspects have 
appeared in social integration. 

If enterprises prefer temporary workers instead of regular workers they 
can enjoy the efficiency of cost reduction such as added-wage and welfare 
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Table 2. Present condition of employment Restructuring and Plans (As of 1994-1996 and 
future plans)  (measure: number(%))

Type
Rate of the 

Participating 
enterprises

Rate of the 
enterprises With 

Future Plans

expansion of Irregular Workers 

Quantitative 
Restructu-

ring

73 (12.2)

244
(40.7)

124 (20.7)

332
(55.3)

Shorter-Time of Work 80 (14.8) 112 (18.7)

Reduction of New employment 146 (24.3) 217 (36.2)

Stop the Re-contract for the 
Irregulars 39 (6.5) 40 (6.7)

expansion of Voluntary 
Resignation 69 (11.5) 61 (10.2)

Dismissal for managerial 
Reasons 26 (4.3) 32 (5.3)

Special Holiday or curtailment 
of Production 10 (1.7) 12 (2.0)

expansion of Subcontract or 
outsourcing Reconst-

ruction 
of the 

organiza-
tions in 

enterprises

62 (10.3)

167
(27.8)

64 (10.7)

211
(35.2)

closing Down Factories or 
moving Abroad 26 (4.3) 18 (3.0)

Introduction of Fragmented 
enterprises, Sub-ceos, Team 
System

120 (19.5) 106 (17.7)

Training for multi-Functional 
Workers Functional 

Restructu-
ring

56 (9.3)

152
(25.3)

109 (18.2)

157
(26.2)Implementing Reshuffles 96 (16.0) 108 (18.0)

moving out to Another Place of 
Business 73 (12.2) 48 (8.0)

Freezing of Wages, ease of 
Promotion, Restructuring 
management System

Wage 
modification

117 
(19.5) 198 (33.0) 198 

(33.0)

The Number of Restructuring 
employment

312 
(52.0)

409 
(68.2)

The Number of enterprises 
Answering Subject 
Investigation

600 
(100.0)

600 
(100.0)

Data Source: Korea Labor Institute 1997 (data arrangement restructured by the author) 



 The Flexibility Strategy of State-capital-Labor and its Result in Korea 49

costs. This is the one of the important reasons for enterprises to employ 
irregular workers. But while this is the case in the short-term, from a long-
term view, shorter working contract, frequent changes in jobs, the loss of 
sustainable training, and the irregular form of employment cannot reduce the 
cost to society. Because the working ability of laborers is not well trained in 
this system, the new cost of reduction in working ability occurs (Korea Labor 
Institute 2003, 35-36).

As a result, in Korea, the way to labor flexibility was inappropriate. 
Additionally, because of the globalization of neo-liberalism, the state of 
Korea has withdrawn the regulations and protection measures for labor. 
Small numbers of workers have been unionized strongly enough to bargain 
almost equally with their employers. Without regulation and protection 
from the state, the union is only their protector to prevent dismissal. But in 
the tradition of the enterprise union system, excluding some big businesses 
(including the chaebols), almost all workers employed in unfavorable 
environments and with poor wages are not unionized. And the labor market 
in Korea is divided into the core, in which workers are employed as regulars, 
and the periphery, in which workers are employed as irregulars with lower 
wages, unfavorable working condition, and job instability.

The institutional arrangement causing the division of the labor market 
after the end of the developmental state and after the economic crises should 
be observed. The changed power relations between the state, business, and 
labor should be treated as the most important factor in the institutional 
arrangement. 

III.   THe INSTITUTIoNAL ARRANgemeNT ARoUND THe 
FLexIBILITY STRATegY oF THe STATe AND BUSI-
NeSS

1. The flexibility strategy of business 

1)   The changes in state-business relations in the era of the post-developmental 
state

Under the developmental state system, the state efficiently controlled the 
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financial sector to dominate the enterprises and to get an international 
comparative advantage and sustained lower wages in order to reduce 
production costs. When the state chose manufacturing as a strategic industry 
to develop the economy quickly and to catch-up to the already industrialized 
countries, the state dominated business and labor efficiently by controlling 
the financial sector, making the needed money supplied to enterprises in only 
the state’s control, and sustaining fragmented union policies. 

The Park administration’s change in the state’s strategy from manufacturing 
to heavy chemical industry required highly centralized capital. This change 
has made the enterprises try to centralize their capital and then, outstanding 
big enterprises were changed into mammoth capitalists and formed the 
Korean conglomerates called chaebol. Breaking from the developmental state, 
the state itself has been weakened, instead of strengthened. The conglomerates 
with centralized capital, mainly the chaebol, have greater power to influence 
the labor market. 

As mentioned above, the state seized the financial sector and through 
this power could efficiently control the enterprises. export oriented 
industrialization was adopted by the state to development the economy and 
each enterprise was supported or not depending on its export performance 
(Amsden 1999, 29). That is, with the method of selected control, the state 
seized businesses. The policy of selected control included regulations 
that determined whether enterprises would be supported or liquidated. 
Importantly, this kind of policy included support at the same time as it 
included regulation and surveillance. However, in turning the strategic 
industry from manufacturing to heavy chemical industry, ironically the 
state itself has made big business stronger through centralized capital, and 
helped business become more autonomous from the state. Besides, with 
the economic crises in the late 1990s, the state needed a bailout from the 
ImF on the condition that it had to adopt a more liberalized economic 
policy, including weakened control or support for the business. This is the 
biggest factor making the enterprises more autonomous at the same time 
as the state’s control over them clearly weakened. Because of the structure 
of the world economy, the globalization of neo-liberalism, and because of 
domestic causes such as the highly centralized capital, the power relations 
of the state, business, and labor have been changed. With more centralized 
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capital, business was able to be highly organized and gain relatively more 
autonomy than that in the era of the developmental state. The conglomerates 
with greater power also have greater influence on the core and peripheral 
labor markets through restructuring as one of the important methods of 
overcoming the economic crises. 

2)   ‘Inclusion’ and ‘exclusion’ by strengthened business through gaining advan-
tage in control of labor 

The strategy for the control of labor could be observed as a kind of perfect 
exclusion featuring pre-modern violence. However, after 1987, control 
of labor by business was featured differently. In the new world economic 
environment, following a changed control strategy, labor gained increased 
power through the democratic union movement and the great Labor Struggle 
which contributed to the open political environment of the Democratization 
in 1987. Therefore, the control strategy of business over labor has changed 
to partial ‘inclusion’ from perfect ‘exclusion,’ seizing hegemony instead of 
the weakened state. Under this strategy, business exerted strict restrictions, 
including methods of damage suits for labor disputes including strikes and 
of ‘no-work, no-pay’ principal over the noncorporative unions. But the 
corporative and more moderate unions acknowledge the delegation power or 
representativeness for the workers and used material attractions to achieve 
real power (H.S. Ryu 1995, 335).

meanwhile, labor has finally established an organization on the national 
level, the Korean confederation of Trade Unions (KcTU) separately from the 
Federation of the Korean Trade Unions (FKTU), which has been criticized 
as a government-patronized organization. With more power than in the past, 
mainly in the place of business, labor became an efficient bargaining partner 
to the employers. As mentioned above, the state has changed its strategy of 
controlling labor and the status of main actor controlling labor has been 
gained by business. The strategy of the perfect exclusion by the state in the 
past was not possible because the stronger power of labor and the more 
autonomous business. Business’s strategy for controlling labor should be 
explained first by the fact that the main form of unionization is the enterprise 
union. on this important condition, business educated the workers with 
concepts, for example, the unique culture of each enterprise. With this kind 
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of strategy for control, workers forgot their class consciousness. gradually, 
the workers no longer collectively struggled against business. Actually, the 
number of the industrial disputes has quickly decreased. See <Table 3>.

meanwhile, the workers created by a large scale restructuring became the 
labor employed in the different form and they started to be called irregular 
or temporary workers. They mainly work on contracts for a fixed period, 
which is totally different from the employment form of the past. more 
importantly, this mode of labor is also different from that of core workers at 
the same time, which are mainly in big business and protected by stronger 
unions with almost equal bargaining power to their employers. Since 1990, at 
which time there was already quasi-legalized mass dismissal by the case law, 
mass dismissal for managerial reasons has been legalized and has created a 
great number of irregular workers. The period of the employment contract is 
only one year or six months, and sometimes even only one month. Workers 
are faced with extreme instability in their jobs, lower wages, and relatively 
unfavorable working conditions. In contrast with the workers in big business, 
the large numbers of irregular workers do not have bargaining power and 
they cannot be almost equal actors. Without the needed protection and 
regulation from the state, the autonomy of the business and difficulties in 
forming needed organizations all became barriers to laborers becoming equal 
actors in their companies and the total labor market. In the power relations 
in labor politics, with business’ new and prominent control strategy, already 
unionized core workers have been influenced by the new mood of that control 

Table 3. Trend of the Industrial Dispute Number (1988-1995)

Year Dispute Numbers Labor-Participants 
Numbers

Numbers of Working-Days 
Lost Through Disputes

1988
1989
1990
1991
1992
1993
1994
1995

1,873
1,616
322
234
235
144
121
88

294,455
409,134
133,916
175,089
105,034
108,577
104,339
49,717

5,400,837
6,351,443
4,487,151
3,271,334
1,527,612
1,308,326
1,484,368
392,581

Data Source: The ministry of Labor, each year.
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strategy and become de-politicized core workers. The more flexible laborers 
could not be included in the new labor politics and have been excluded. That 
is, a large number of wage earners are in the status of ‘exclusion’ not ‘inclusion’ 
or integration. 

3) The role of the state being created segmented labor market and ‘exclusion’
In the crisis of capital accumulation in late 1990s, the government’s intention 
toward liberalist reform and the conditions proposed by the ImF for the 
bailout enabled new power relations around the labor politics to be formed. 
The government propelled the flexibility of the labor market and the flexibility 
accelerated. The policy made the labor market much more flexible than in the 
past. But although the level of total flexibility has been higher, the strategy 
used by the state and business was not applied to the total labor market and 
all wage earners. An analysis of the labor flexibility policy by the Kim Dae-
Jung administration is necessary.

Korea has enjoyed about 7% economic growth and a sustained 
unemployment rate of 2-3%, or almost full employment. However, the 
international economic environment has been different since the late 1980s. 
The government has faced labor’s demand for wage increases. In these 
circumstances, business’s mass dismissal accompanied by the restructuring 
of manpower resources has been carried out in a large scale since the early 
1990s. A case law by the Supreme court supported gave a quasi-legal 
status to the practice of mass dismissal. After the social agreement by the 
Korea tripartite committee in February 2008, this kind of restructuring of 
manpower gained legality by the new enactment of the related laws. It caused 
a huge increase in the numbers of the irregular workers. The related data is 
cited in <Table 4> of the years of 1996 and 2000. The year 1996 is just one 
year before the economic crises.

The data shows that the rate of temporal and day-workers in 1990 has 
gradually decreased until 1996. However, starting in 1997, the year of 
economic crises, the data shows a trend of increase. In 2000, the rate was 
52.4%, an increase of 9% in the comparison to 1996 (the National Statistical 
office of Korea 1997; 2001; 2002). During the developmental state, the 
unemployment rate was lower, but the much higher unemployment rate 
caused by the economic crises became a problem for the administration. As 
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a result of reforms to labor policy, the Korean labor market has been much 
more flexible, showing the highest peak. But <Table 5> shows the fact that 
the increase in short-term employment was an important cause of the highest 
flexibility. In the case of regular workers, the level of the flexibility has not 

Table 4. The Industrial changes of employment Status: A comparison Between the Years 
1996 and 2000.                                                                                                           (measure: %)

1996 2000

classification Regular
Workers

Temporal
Workers

Day-
Workers

Regular
Workers
(change)

Temporal
Workers
(change)

Day-
Workers
(change)

The whole 56.6 29.4 14.0 47.1
(-9,5)

34.4
(+5.0)

18.5
(+4.5)

Agriculture, Hunting,
Forestry 14.1 23.9 62.0 8.3

(-5.8)
14.6

(+9.3)
77.1

(+15.1)

mining Industry 61.4 26.3 12.3 74.0
(+12.6)

16.9
(-9.4)

9.1
(-3.2)

manufacture 66.2 24.9 8.9 57.7
(-8..5)

29.8
(+4.9)

12.6
(+3.7)

electricity, gas, Tap 
Water 92.5 5,3 2.2 74.6

(-17.9)
14.9

(+9.6)
10.5

(+8.3)

construction 28.8 15.8 55.4 25.2
(-3.6)

17.7
(+1.9)

57.1
(+1.7)

Wholesale and 
Retail Sales, Lodging 
Industry, Food-
Service Industry

35.6 54.4 9.9 23.7
(-11.9)

56.3
(+1.9)

20.0
(+10.1)

Transportation, 
Warehousing, 
Networking Business

80.9 16,0 3.2 71.8
(-9.1)

21.6
(+5.6)

6.6
(+3.4)

Financial Insurance,
Real estate 68.6 28,6 2,8 39.1

(+10.5)
39.1

(+10.5)
6.0

(+3.2)

Public and Private 
Administration 
Service

68.3 25,6 6,1 29.4
(+3.8)

29.4
(+3.8)

13.5
(+7.4)

Data Source: J. Ahn 2001.
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Table 5. The comparison of Labor market Flexibility Following the Standard of the 
oecD

Itemized List Basic
Unit

Before
February, 1998

After
February, 1998

Korea
evalua-

tion
Index

Korea
evalu-
ation
Index

Regu-
lar

em-
ploy-
ment

convenience
for Process

Process for
Dismissal

coefficient
0-3 1 2 1 2

Period of Time 
from Decision to 

Dismissal

Days of the
Week 31 4 31 4

Notification 
and 

compensa-
tion for

None-Res-
ponsibility 
of Workers 
Themselves

Time 
Period of
Notofi-
cation

9 months month 1 3 1 3

4 years month 1 2 1 2

20 years month 1 1 1 1

Super-
Annua-

tion

9 months month 0 0 0 0

4 years month 4 5 4 5

20 years month 20 6 20 6

Difficulty of
Dismissal

Definition of 
Unfair Dismissal

coefficient 
0-3 2 4 2 4

exception Period 
of Applying 

employment  
Protection 

month
Absence 
of Regu-

lation
6

Absence 
of Regu-

lation
6

compensation month
Absence 
of Regu-

lation
0

Absence 
of Regu-

lation
0

Reinstatement coefficient 
0-3 1 2 1 2

Subtotal of the evaluation Index 35 35

Short-
term
cont-
ract

contract for
Short-Term

employ-
ment

Valid condition
Besides

objective Reasons

coefficient 
0 -4.6 

-coefficient
6/4

2.5 1 2.5 1

maximum Number 
of continuous 

contracts
Number Limitless 0 Limitless 0
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become higher. The coefficient of rigidity of the restructured manpower to 
regulars appeared to be higher. 

As shown in <Table 5>, the economic crises and following restructuring 
strategy for the flexibility of the labor market has not widely influenced 
regular workers in the core labor market. Instead, it has largely influenced the 
external labor market, increasing the number of irregular employees. 

As the table shows, the coefficient of the external labor market became 

Table 5. (continued)

Itemized List Basic
Unit

Before
February, 1998

After
February, 1998

Korea
evalua-

tion
Index

Korea
evalu-
ation
Index

System of
Dispatch

maximum Period of 
Time for continuous 

contracts
month Limitless 0 Limitless 0

Type of 
Legal Work

coefficent 
0 -4.6 

-coefficient
6/4

0 6 2.5 2.25
Limit to the Numbers 

of New contracts
Yes/No Illegal 4 Yes 4

maximum Period of 
Time for continuous 

contracts month Illegal 6 24 2

Subtotal of the evaluation Index 17 9.25

Layoff

Regulation for Layoff coefficient
0-4 4 6 3 4.5

Advance Notice for
Additory Points 

coefficient
0-2 1 3 2 6

Additory Delays of 
Layoffs

Days of the
Week 0 0 30 3

cdditory cost for 
capital

coefficient
0-2 1 3 1 3

Subtotal of the 
evaluation Index 12 16.5

Total evaluation Index 64 60.75

comment: A lower coefficient means greater flexibility
Data source: J.J. Yang 2003, 410.
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lower (flexibility became higher) and the scale of the irregular workers 
was enlarged. According to <Table 5>, in the same era the coefficient of 
the flexibility of irregular employment became higher, rising from 17 to 
9.25. By focusing on the total labor market and the total class of the labor, 
‘segmentation’ has been clearer. This kind of fragmented labor class and 
market appeared as ‘polarization’ and has been sustained until now. 

IV.   THe STATe oF THe KoReAN IRRegULAR WoRKeRS 
FRom THe PeRSPecTIVe oF UNIoNIzATIoN

1. The feature of the Korean irregular employment

The increase of irregular of temporal workers is a trend within the world 
economy, but the state of such employment is different in each country. In the 
case of european countries, even in the welfare states of the Nordic world, the 
number of temporary workers has steadily increased. Almost all industrialized 
countries have witnessed job instability and higher unemployment. The 
globalization of neo-liberalism, the predominant economic structure around 
the world, is often viewed as causing these phenomena. This view privileges 
the effects of changes in the world economy. It is also important to take into 
consideration the role of actors within the world economic structure. This 
view allows us to the domestic problems that vary across country. From 
this point of view, the problem of irregular employment is classified into 
two cases. one is the type of ‘bridge,’ and the other is the type of ‘trap.’ The 
bridge type mainly appeared in european countries including the Nordic 
world. At certain times, temporary workers are trained and become skilled 
workers, which allows them to become regular workers. But in the trap type 
of employment, once workers become irregular or temporary workers, they 
face the possibility of being being temporal workers for a long time, or for 
their entire lifetime as wage earners. <Table 6> and <Table 7> show this type 
of irregular work in the Korean context.

As the table above shows, in a certain year 62.7% of irregular workers 
would be still irregulars in the next or other close years. The rate of becoming 
regular workers is only 12.8% and 20.3% of the irregular workers are in a state 
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of unemployment. 
on the contrary, <Table 7> shows a worker’s employment state ‘in the 

past.’ According to this table, 81.8% of regular workers were regular workers 
in the year just before or in years in the recent past. However, moving from 
irregular work in the recent past to regular work happened at a rate of only 

Table 6. Analysis for the outflow from the Labor market Status
(measure: number, %)

Regulars Irregulars owner/Unpaid Unemployed Total

Regulars 16,722
(84.3)

448
(2.3)

692
(3.5)

1,971
(9.9)

19,833
(100.0)

Irregulars 676
(12.8)

3,305
(62.7)

224
(4.2)

1,068
(20.3)

5,273
(100.0)

owner/Unpaid 416
(3.5)

219
(1.9)

10,283
(87.1)

883
(7.5)

11,801
(100.0)

Unemployed 2,641
(10.4)

1,680
(6.6)

991
(3.9)

20,152
(79.1)

25.464
(100.0)

Total 20,455 5,652 12,190 24,074 62,371

Data Source: J.Y. Jang and S.K. Yang 2007, 12.

Table 7. Analysis of the Inflow to the Labor market Status
(measure: number, %)

Regulars Irregulars owner/Unpaid Unemployed Total

Regulars 16,722
(81.8)

448
(7.9)

692
(5.7)

1,971
(8.2) 19,833

Irregulars 676
(3.3)

3,305
(58.5)

224
(1.8)

1,068
(4.4) 5,273

owner/Unpaid 416
(2.0)

219
(3.9)

10,283
(84.4)

883
(3.7) 11,801

Unemployed 2,641
(12.9)

1,680
(29.7)

991
(8.1)

20.152
(83.7) 25,464

Total 20,455
(100.0)

5,652
(100.0)

12,190
(100.0)

24.074
(100.0) 62,371

Data Source: J.Y. Jang and S.K. Yang 2007, 13.
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3.3%.
The unionization rate is the lowest within the oecD countries. It was 

10.3% in 2007 and 9.7% in 2013. even as compared to Japan, which has a 
similar type of enterprise union, the rate is 8% lower than the rate in Japan. 
The absence of protection and regulation from the state and the polarization 
of unionization means a total lack of any protections for workers. even more 
troubling, a huge number of irregular workers have faced exclusion within 
their own unions. meanwhile, regular workers in the core labor market were 
protected by their strong unions with actual collective bargaining power in 
relation to their employers. 

<Table 8> and <Table 9> show the labor market with the trend of 
‘inclusion’ and conditions are needed. In Korea, the big businesses including 
the chaebols employ only 20% of the workers or less. That is, the majority 
of workers are employed by medium and small sized companies, and the 
opportunities for unionization are inferior to those within big businesses. 

Table 8. Business’s Strategy for Human Resource management and Industrial Relations

Type A Strategy Type B Strategy

-   Inclusion type of Human Resource 
management and Industrial Relations

-   None Inclusion (exclusion) Human 
Resource management and 

Industrial Relations

- Fosterage Type of Human Resource 
management and Industrial Relations

-   market Type (Focusing competition) 
Human Resource management

-   Formation of the Internal Labor market -   Dependency on the external Labor 
market

- Behavior Toward Pro-Union -   excluding Unions (Accumulation of 
Distrust)

-   existing Independent organization for 
Human Resource management, Direct 
Human Resource management 

-   Absence of Independent organization for 
Human Resource management, Indirect 
Human Resource management 

-   Strengthened organization for Human 
Resource management

-   Weakened organization for Human 
Resource management

-   Human Resource manager as a Strategic 
Partner or mentor

-   Human Resource manager as a managing 
expert, messenger and Regulator

Source: S.m. eun 2007.
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That is, even with major demand, the big businesses take Type A in <Table 
8>, which is a much larger number than the workers employed by companies 
taking Type B strategies. Also, because the typical type of union in Korea 
is the enterprise union, in the big businesses with strong unions and other 
companies, the abilities to protect workers vary greatly from each other. 
The extreme polarization appears again. even noting the differences in the 
trends of strong unions, differences in states can be observed. See <Table 9>. 
Since strongly organized unions in big business show the trend of exclusion, 
the excluded workers from the strong unions (irregular workers in the big 
businesses or regular and irregular workers in other sized companies) are 
found in large numbers. This has something to do with the paying ability of 

Table 9. Unions’ Trends and Strategies for Industrial Relations

With Trend of Inclusion With Trend of exclusion

Level of the 
Unions

Prefer to Higher Level Unions at 
Least on Industrial or Local Level 

Prefer to enterprise Unions or 
Unions on Similar Level

Influence to the 
Labor market

general and Including Influence or 
Directivity of the Labor market

Limited Influence on the Internal 
Labor market

Relations with 
Business

Less closeness to Business,
corporation with Their own class 
(Labor) 

Advantage for the corporation 
with Business

Regulation 
of Industrial 
Relations

more Autonomous and Wider 
Regulation Through encompassing 
collective Bargaining 

Limited Regulation for 
the Relations caused from 
Fragmented Bargaining

Table 10. Unionization Status-Quo According to the Size of companies
(measure: number of workers or unions, %)

The Number of Workers 
at each companies/

Unionization 
Status 

30 Workers
or Fewer

30-99 
Workers

100-299 
Workers

300 Workers
or more

Wage earners
Union members 

Unionization Rate (%)

9,395,551
20,473

0.2

3,078,405
94,605

3.1

1,543,976
210,342

13.6

1,829,236
831,048

45.4

Data Source: ministry of Labor 2013.
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the medium and small sized companies, researchers observe.
As shown in the two tables above, unionization appeared to uneven 

between regular and irregular workers and also between big enterprises 
and medium and small sized companies. In the case of the co-existence 
of extremely fragmented organized unions, unions on the one hand have 
the merits providing protection inside enterprise (because of their narrow 
encompassing realm, this protection is limited to an enterprise), but on 
the other hand unions lack actual power or there is a lack of the unions 
themselves in companies. These facts can make polarization more extreme. 
Besides, in companies with 100 workers or fewer, most workers earn lower 
wages. This kind of gap determined by the size of the companies becomes 
wider and wider and serves to make the segmentation of the total labor 
market deeper and deeper. 

V. coNcLUSIoN

The political economic mechanism labor flexibility and the strategy for 
creating it in Korea have been observed. After the economic crises in 1997, 
business and the state in Korea have ironically chosen a ‘rigid’ strategy to 
create a more flexible labor market without considering the power relations 

Table 11. Difference of the Status of unionization Rate Between Regular and Irregular 
Workers

(measure: %)

Year of 2005 2007 2009 2011 2012

Regular Ir-
regular Re.- Irre.- Re.- Irre.- Re.- Irre.- Re.- Irre.-

100 Workers
or Fewer 8.8 2.1 9.6 3.2 9.0 2.9 8.4 2.8 9.1 3.1

100-299
Workers 26.0 11.4 28.9 14.5 27.3 13.4 25.6 10.4 29.1 16.1

300 Workers
or more 37.5 14.1 40.7 19.4 39.1 16.4 40.5 15.6 41.7 18.4

Data Source: ministry of Labor 2013.
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(institutional arrangement) around labor politics. This misguided strategy has 
caused the segmented labor market and polarized the status of workers based 
on their form of the employment. 

In the late 1990s, the autonomy of the state was relatively weakened and 
business gained more autonomy than before. Although limited to small part 
of the labor force, labor gained the power to be an efficient political actor. 
In these power relations, the core labor market has been monopolized by 
big businesses such as the chaebols. The newly created sector of workers 
called as irregular workers have not been included in the traditional form of 
unions (enterprise unions). Therefore, irregular workers in Korea have faced 
‘exclusion’ from the unions and the core labor market. This causes problems 
not only in the labor market, but also in society, making new problems such 
as social disintegration and more. This kind of social problem has become 
more clearly visible and more serious. However, the relation of this subject 
to the total society is beyond the scope of this study, so it will have to be 
approached in further research. 
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