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1. Introduction

The world economic order, today, is being reshaped by the legacies of the Washington Consensus, which calls for liberalisation of monopoly markets, privatisation of the public sector, and deregulation and restructuring. These features of the global economy, directed by the capital offensive, were established as a general phenomenon in Europe since the 1980s. The wave of deregulation, supported by world-wide rush to improvement in productivity and the rule of competition, began to pound, in the 1990s, on the shores of regulatory regimes governing the industry, financial sector, labour (industrial relations and labour market), and the environment.

The capital in Korea has employed the “deregulation” campaign, which arose from a totally different historical background in Europe, to oppose the introduction or the existence of the minimum set of regulations needed to coalesce the capitalistic contradictions that have began to break down within the Korean economy. They argument is simple: national competitiveness needs to be strengthened to face the intense competitive international environment; the leading champions of the Korean economy fighting in such an adverse international terrain are the chaebol conglomerates; in order assist these champions to fight, all the regulations that restrict corporate activities need to be scaled back, maximum flexibility needs to be introduced in the labour market and the capital markets, and the wages need to be kept low and all cost needs to be reduced.
The globalisation of capital, that began to gain momentum since 1980s, has made state interventions fashioned on welfare states more difficult. The economic stagnation and neoliberalism that dominated 1990s lent its power to pull back and limit the capacity of individual nation-states to intervene effectively. The response of the state and the trade union movement to the corporate globalisation has been different from country to country, based on the political, economic, and social parameters of the countries. The development of regulatory regimes of individual nation-states addressing the globalisation phenomenon had various implications for the role of the state, the function of market, and the interactions in the industrial relations.

The economic growth in Korea was led, not by market principles, but by a strong leadership of the state. The developmental state, which characterise the work of the state in the 1970s and 1980s, espoused by the military regimes of the time, brought about the establishment of monopolies of chaebol conglomerates and the exclusion of labour. The industrial relations system of the developmental state shifted to “1987 industrial relations system” following the initial launch of the democratisation process in 1987. The “1987 industrial relations system” refers to that which came to be established during the democratic transition period following the June Democratic Struggle and the Great Workers Struggle of 1987. It was constituted by the labour, capital, and the state which came to pursue mutually exclusive interests following the reform of the repressive labour law regime that was erected by the military dictatorships.
Liberalisation process was slanted, as political liberalisation was restricted, while economic liberalisation was given relatively free rein, under the Roh Tae Woo regime that succeeded the military dictatorship on the basis of the failure of the democratic forces to seize the opportunity left by the departing military regime. The rush to economic liberalisation paved the way for Korea’s accession to the OECD during the Kim Young Sam regime, setting the scene for a full integration into the world economic system. The “economic crisis” of 1997, then, brought about a fundamental shift in the system of accumulation, causing a departure from the initial model of capitalistic development.
The economic liberalisation in Korea linked up with the globalisation trends, since the late 1980s, to usher in new sets of contradictions. This brought about a shift in the development path, from that of developmental state – also known as East Asian development model – to that of emulating the Anglo-Saxon neoliberal model.

This paper examines the various factors which have propelled the wave of de-regulation across the world since 1980s. It will be followed by the economic and social processes within which de-regulation was undertaken in Korea. Lastly, this paper will explore how the labour movement may endeavour to bring about an environment that aids the workers in the context of the rapid changes – of which de-regulation is one – that are affecting the global economic situation. In particular, this paper will focus on the process of de-regulation in selected areas which constituted the greater trend of neoliberal structural adjustment, since the economic crisis of 1997, under the helmsmanship of the governments led by presidents Kim Dae Jung and Roh Moo Hyun.

2. The De-regulation Initiative – the process
In this section, the paper focuses on the various stages or periods in the process of de-regulation. The examination begins with a survey of the overall situation at the time de-regulation process kicked into action and the mechanisms that were established to pursue the de-regulation agenda, especially in terms of industrial relations. The special features of de-regulation in specific areas will be examined as a part of the overall structural adjustment process that constituted the main thrust of the Kim Dae Jung government’s initiatives following the economic crisis.

The de-regulation agenda was first adopted during the Kim Young Sam government as a part of its “New Economy Five Year Plan (1993 – 1997).
 Korean government, during the five years of Kim Young Sam’s presidency, established five committees entrusted with various tasks concerning de-regulation: Economic Administrative Regulation Moderation Committee (EARMC, later re-named to Economic Regulation Reform Committee, ERRC), Administration Renovation Committee (ARC), Business Activity Regulation Review Committee (BARRC), Regulation Reform Promotion Conference (RRPC), and Joint Conference for Administrative Regulation Review (JCARR). Apart from these, the government set up 3 separate reform bodies for specific areas: Education Reform Committee (ERC), Industrial Relations Reform Committee (IRRC), and Financial System Reform Committee (FSRC). 
The Economic Administrative Regulation Moderation Committee was established in 1993 as a fixed-term body, as a part of the New Economy 100 Action Plan, which formed the core of a short-term initiative to address the economic downturn at the time of the inauguration of the new government. The Committee, however, outlasted the initial terms of reference, later to be transformed, in 1996, into Economic Regulation Reform Committee. The Ministry responsible for the management of the Committee also changed, from the Finance and Economy Board to Fair Trade Commission, with the 1996 shift.

While regulatory reforms and de-regulation were undertaken, during the government of president Kim Young Sam, by the various committees, the government of president Kim Dae Jung, which was inaugurated after the eruption of 1997 economic crisis, all the regulation reform or review bodies were brought together into one body, Regulatory Reform Committee. The new body identified core regulatory reform agenda and 9 de-regulation tasks and area-specific regulatory reform agenda and 15 de-regulation areas. 

Chart 1 The Mechanisms for Deregulation and Their Changes
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* Note: broken line boxes are “social pact” bodies, participated by the labour, employers, and the government.
** Source: Lee & Han (1999) with correction and modification.

The Kim Dae Jung government adopted regulatory reform as the key priority government agenda from its early days. In 1998, the Regulatory Reform Committee was established as a permanent body under the Basic Act on Administrative Regulations. It identified nine core task areas: entry regulation reform, business activity related regulation reform, administrative procedure improvement, construction and urban life, organisation and qualification system, safety and medical area, education and culture area, improvement in the quality of regulation, and other individual tasks. It also identified 14 areas for regulatory reform: economic activity and fair trade, finance, industry and resources, construction and transportation, health and welfare, general administration and legal affairs, education, culture and tourism, labour, foreign affairs and defence and veteran service, environment, maritime and fisheries, agriculture and forestry, science and technology, information technology, and local government.

The governments of presidents Kim Young Sam and Kim Dae Jung, which had pursued “regulatory reform” with considerable force, produced considerable outcome. The Kim Young Sam government identified 4,477 regulations for action. Of this, it had de-commissioned 3,918. This represented 40% of the total number of regulations that remained in place at the end of the government, standing at 11,125. The government succeeded in completing “reform” action in 87% of cases.
During the government of president Kim Dae Jung, a total of 5,888 regulations were addressed by the end of the president’s term in the office, from 1998 to 2002. The numbers of regulations which were abolished are listed in the following table.

Table 1 Outcome of the De-regulation Drive of the Governments

	
	Kim Young Sam Government
	Kim Dae Jung Government

	
	1993
	1994
	1995
	1996
	1997
	total
	1998
	1999
	2000
	2001
	2002
	total

	Abolished Regulations
	1,914
	917
	494
	285
	308
	3,918
	483
	3,788
	1,048
	507
	62
	5,888


The two governments completed their project for the abolition of regulations in the early days of their term. 40 to 60 per cent of de-commissioning process was completed within the first two years of their five year term. The de-regulation rush may have stemmed from the effort of the governments to distinguish themselves from the previous governments. The impact of the hasty work, however, was an accelerated integration into global economy dominated by multinational monopolies and speculative capital.
The abolition rush, undertaken in the name of “regulatory reform” by the successive governments, was not focused on the decentralisation agenda which addresses the problems rooted in bureaucratisation. Rather, it was propelled by liberalisation and privatisation agenda, aimed at removing policy intervention and regulation in the labour market to accelerate flexibility in the production and business activity. It is necessary, therefore, to evaluate the de-regulation regime of the two governments, focusing on the prime mover, level of planning, and process of execution, from an industrial relations perspective.

The de-regulation programme of the Kim Young Sam government was founded on a thorough plan with a well defined objective. The plan and identification manual were produced on the basis of an election platform, entitled, New Economy Five Year Plan. A large number of specialist experts were involved in producing the blueprint. The plan was subjected to various review process aimed at obtaining public opinion input. The plan was initiated through public participation, with the government adding the finishing touches. Working parties were organised for each of the task areas to produce area-specific plans. They were then subjected to a review and coordination process before being finalised. The overall plan had re-configured the overall economic plan for the 1990s.
In industrial relations area, the Kim Young Sam government instituted an Industrial Relations Reform Committee, in 1996, as it announced its vision for “new industrial relations”. Its vision called for: realism in legislation governing individual-level employment relations; establishment of a wage determination system based on social dialogue; promotion of enterprise-level wage determination based on linkage between wage and productivity; introduction of employment insurance which would ease the pressure on employment adjustment. 
The government announced its initiative for reform of the labour law, in 1993, as a part of a central wage determination policy supported by a national trade union umbrella organisation (FKTU) and a national employers organisation. 

The government, however, faced with the collapse of negotiations at the Industrial Relations Reform Committee, in November 1996, established a purely governmental body, Industrial Relations Reform Promotion Committee, to push ahead with the legislative reform project.

The abolition programme of the Kim Dae Jung government, however, unfolded in a very different manner. The new government, to be constituted by the new president elected in December 1997, was compelled to implement the structural adjustment programme prescribed to the Korean government by the International Monetary Fund (IMF) in the aftermath of the economic crisis of 1997. The work pattern of the new government on de-regulation agenda was unique. A civilian led Regulatory Reform Committee was set up to examine all regulations from “zero-base”, to identify the unnecessary regulations for abolition and rational improvement for any that were deemed necessary.

The Kim Dae Jung government needed the participation and cooperation of the labour and the capital in order to implement the “conditionality” dictated by the IMF. This led to the establishment of the Tripartite Commission, a body mandated to adopt ‘social pacts’. The issues discussed in the Tripartite Commission were: corporate management transparency and structural adjustment, price stabilisation, employment security and unemployment policy, the consolidation of social security system, stabilisation of wage and promotion of labour-management cooperation, enhancement of the basic labour rights, enhancement of labour market flexibility, expansion of export and improvement in international balance of payment, efforts to overcome the economic crisis, and recommendation to bring about social integration and cohesion. Various important issues of macro-economic nature were dealt with in the Tripartite Commission.

The employers, however, continued to call for liberalisation of the laws concerning employment security and collective bargaining, within the Industrial Relations Reform Committee (1996 – 1997) and the Tripartite Commission (1998 onwards). In fact, the employers’ demand and proposals for “de-regulation” called for abandonment of standards in employment, industrial relations, and environmental protection, and phasing out of social security provisions. At the enterprise level, employers, assisted by the general wave of de-regulation, began to take aggressive steps in developing offensive human resource management and organisational management strategies, to undermine the collective bargaining process. Employers’ effort to undermine the trade union position took, also, the guise of corporate restructuring, in the form of downsizing, outsourcing, and rush to temporary and contract employment.
The labour and the trade union movement were faced with massive change. The de-regulation agenda, adopted in line with the IMF prescriptions, led to wholesale privatisation of public enterprises and services and removal of key systemic regulations governing the financial industry. 

Privatisation of public enterprises and services was seen as a means to disempowering the labour and the trade union movement. And the de-regulation in the financial industry led to closure of a large number of establishments and wave of merger and acquisition. The process of industrial restructuring in the finance sector was accompanied by mass redundancy dismissals and adoption of new employment practices which rely mainly on labour hire and temporary employment. The process brought about strengthening the prerogative of management and greater business freedom and aggravation of employment insecurity and conditions of work and employment for workers.
3. The Current Status and Impact of De-regulation

The Kim Dae Jung government’s efforts were all focused on implementing the structural adjustment programme prescribed by the IMF, which represented the interests of transnational financial capital. The IMF prescription called for austerity and high interest rates as the means to bring about stability and to propel restructuring and the liberalisation of the capital market. In response, the government undertook to a programme to bring about broader structural adjustment in four areas of finance, corporate activities, public sector, and the labour market. It was accompanied by a rush to external liberalisation. Some of these structural adjustment programmes were adopted through the discussions at the Tripartite Commission. The first Tripartite Agreement contained proposals for the reform of the chaebole conglomerate system, price stabilisation and improvement in balance of international payment, reforms in politics and government administration, labour market flexibility, basic labour rights, industrial relations system, and corporate structural adjustment (see the table below for details).
 

The overall efforts of the government, while contributing to defusing the impact of the economic crisis, did bring about the establishment of a strong neoliberal economic order, including the consolidation of monopolies and flexibilisation of the labour market. It led to massive unemployment and employment insecurity arising from mass redundancy retrenchment, worsening of the wealth disparity, downward pressure on wages and conditions of work, expansion of the size of workforce engaged in irregular employment, and greater foreign dependence.
Table 2 The Substance of the First Tripartite Agreement (Feb. 6, 1998)
	Agenda Area
	The Main Points of the Agreement

	Employment Security and Unemployment Policy
	· 5 trillion won to assist unemployed workers (an additional 600 billion on to the 4.4 trillion won budgetary allocation

· recognise transfer of undertakings and M&A undertaken in order to prevent worsening of corporate health as being qualified as “urgent managerial grounds”

· mandatory efforts to avoid redundancy dismissal

· priority of employment to the dismissed workers in new employment recruitment (recall of dismissed employees) 
· financial assistance for repayment of housing loan, health costs, and children’s education cost for unemployed workers

· continued payment of enterprise contribution to the public health insurance for the workers made redundant for 1 year after the dismissal

· establishment of a committee to examine working hour reduction in the first half year

· continued access, for a period, to enterprise welfare facilities for dismissed workers

· creation of 50,000 jobs through public sector employment

· increase in employment insurance payment according to rise in the unemployment rate

	Reform of the Chaebol Conglomerate System
	· strengthen regulation on “cross guarantee of payment” amongst the companies belonging to the same conglomerate group

· guarantee the democratic operations and management of the employee shareholder programme

· introduction of ‘consolidated financial statement’ system for the group of companies that are part of a single group entity (from 1999)

· lowering the threshold for shareholder right to take legal action against the board of directors and for access to financial statements

· recognise the accountability and responsibility of group president and group planning office for management decisions

	Basic Labour Rights and Democratic Industrial Relations
	· repeal the prohibition on political activities by trade unions 

· introduce ‘government employees workplace associations’ from January 1999

· introduce trade union rights for teachers from July 1999

· recognise the eligibility of unemployed workers to be members of supra-enterprise level trade unions, including industrial unions
· extend the period for prior notice for termination of collective bargaining agreement, from current 3 months to 6 months

· bring about a single system of social security system, including one national system for public health insurance 

· transfer some of the labour administration work of regional labour offices to local government

	Employment Adjustment
	· remove the postponement provision which delays the provision on redundancy retrenchment coming into effect by 2 years
· 60 day prior notice to the Ministry of Labour for redundancy retrenchment in the course of an M&A undertaken to prevent the worsening of business health

· positive listing for professional and technicians and negative listing for manual workers in designating the types of work that can be provided by labour hire

· streamline the legislative provisions on employment adjustment; introduce provisions prohibiting gender discrimination

	Social Security System
	· introduce a system for replacement payment of unpaid wage and severance fund (establishment of a fund to guarantee the payment of wage claims

· seek to bring about the integration of the 4 major social insurances- employment insurance, industrial accidents compensation insurance, national pension programme, and public health insurance

· expand the scope of trade union and employer participation in the management of the social insurance

	Stabilisation of Prices
	· maintain inflation for 1998 to 9%

· incorporate the trade union and employer views in the additional discussions with the IMF

· participation of labour and consumer representatives in the public utility price adjustment

	Grand Social Cohesion and Reconciliation
	· recommend the president to undertake the release of imprisoned trade unionists and for the restoration of civil rights

· hold a public hearing on economic policies within the first half year

· early legislation on prevention of corruption and money laundering

	Second Phase Tasks
	· penalty provisions for payment of wage for full-time union officials at the enterprise level

· measures to enhance corporate transparency (employee participation in management decision making process, etc.)

· employment security matters (introduction of employment insurance for day-hire workers, waiver or postponement of local government taxes and public utility levies for unemployed

· measures to consolidate democratic industrial relations (establishment of a taskforce to bring about improvement in cargo transportation system)


Source: “Labour Society Bulletin, February 1998.
This section examines the various measures of de-regulation undertaken in the five years of the Kim Dae Jung government in terms of their impact of economic and social relations. The examination will focus on economy, labour market, industrial relations, and other areas.

3.1 The Overall Economy

The Kim Dae Jung government pursued de-regulation in various sectors as a part of the structural adjustment process. It sought to bring about efficiency in the financial sector by liberalisation and removing compartmental barriers to allow financial corporations to engage in multiple business areas. In order to deal with the inefficiency in the chaebol management and to eradicate unfairness, and in order to deal with the issues of troubled businesses and excessive overlapping investment, it paved the way for “big deal” between chaebol corporations and introduced a mechanism of “work-out”. In the pursuit for enhancing competitiveness, the government removed competition-limiting barriers as a part of the privatisation process.
3.1.1 Dependence, Combination of Business Activities and Enterprise Enlargement in the Financial Industry

The rapid liberalisation of the capital market that followed the economic crisis and the liberalisation in foreign currency transaction brought about the heightening of dependence. 

In May 1998, the government abolished the limit on foreign ownership of shares in listed companies. It was followed by similar abolition of the limit on foreign ownership in the Kosdaq market and stock exchange futures and option markets. This brought about the fulfilment of one of the central demands included in the IMF prescriptions. In July 1998, the government removed all restriction on foreign investment in company bonds and all types of company papers classified under the Securities and Exchange Act. This transformed the capital market into a battle ground of foreign speculative capital.
At the end of 2001, the foreign ownership of the listed shares amounted to 93.7 trillion won, controlling 36.6% of the total shares in terms of price. It means more than 50% of tradable shares, excluding that held by the major shareholder and the government held shares. The domestic shares market is virtually under the control of foreign capital. Of the total foreign investment in-flow, at the end of 2001, 88.3 trillion won was channelled into share and related markets, dwarfing the 5.4 trillion won channelled into productive activities by more than 16 times. This figures clearly indicate the short-term fly-by-night nature of much of the foreign investment in-flow.

The influence of foreign capital is clearly felt as foreign shares ownership in any given major business firm become more and more pronounced. The majority of shares of most of major banks, today, are held in foreign hands. As of November 26, 2002, 67.5% of shares of the Kookmin Bank is held by foreign investors, 46.8% for the Shinhan Bank, 51% for the Jeil Bank, 65.6% for the Hanmi Bank, 34.4% for the Foreign Exchange Bank, and 45.1% for the Hana Bank.
The dominance of transnational capital in the ownership of banks denies the possibility of autonomy in the financial policy. The government is denied access to the traditional macro-economic policy instruments, such as, credit allocation, monetary volume, and interest rate policy.

The structural adjustment in the financial sector, which has propelled the creation of large establishments and combination of business activities, has brought about a forced exit some 630 establishment, 30.5% of the total number of financial business establishment, by June 2002. Financial holding companies have been allowed to be established as a part of the government forced mergers between banks. As a result, the 33 commercial banks in 1997 were reduced to 17.

The completion of structural adjustment in the primary banking sector has brought about the shift of the focus to the secondary financial sector, including the securities and insurance companies. In order to create large establishments, the government is encouraging M&A towards the creation of “leading” investment banks. These will then be turned into vehicles to gobble up or drive out smaller establishments. 
As a means to speed up structural adjustment in the insurance sector, the government is encouraging the emergence of “bancassurance”, which combines the business activities of insurance firms and banks. The institutional barriers against this kind of establishment was removed from September 2003. It will force smaller insurance companies, which have developed in specialised territories to either merger with other companies or to suffer oblivion. The structural adjustment drive of the government seeks to secure economies of scope and scale.

The structural adjustment in the financial industry, however, has not brought a development of industrial financing. Rather, it has encouraged short-term profit oriented business practice, mostly reliant on boosting the size.
 Allowing the chaebol conglomerate entities to exercise voting rights for the shares they hold in finance companies will mean allowing the chaebols, which had secured shares (that is, power) in other establishment with the assets which belong to ordinary people, to dictate a business decision which may be opposed to the interest of the general public. 
The fact that most of acquisition or exist take the form of “purchase and acquisition” – where the acquiring entity is taking over only assets of the target company – workers of the target companies are left without a job.

3.1.2 Consolidation of Monopolies and Concentration of Economic Power
One of the key factors which gave rise to the economic crisis was the dependence of chaebol conglomerates on borrowed money in pursuit of expansion in investment (which led to excessive overlapping investment). To address some of these problems, the Kim Dae Jung government sought to bring about corporate management transparency, accountability in management, improvement in the financial condition. The government adopted a chaebol reform programme that aimed to establish “five plus three” principles. In January 1998, the government met with the leaders of the major conglomerate chaebol groups to win their commitment for ‘improvement in transparency in corporate management’, ‘to eliminate cross guarantees for payment’, ‘radical improvement in the financial standing’, ‘concentration in selected core businesses and strengthening relationship of cooperation with small and medium businesses’, and ‘increase in the accountability of dominant shareholder and the executive management’. In 1999, the government introduced three other principles for the reform of the chaebol practices: prohibition of the domination of the financial sector by industrial establishments, prohibition of circular share holding and unfair inside transaction, and prohibition of irregular practices in inheritance.
The reform agenda of the government towards to chaebol practices, however, failed to bring about a strengthening of the limit on total holdings amongst the related companies, but, instead, brought about an easing of the restriction, opening the way for an expansion of the conglomerate outreach. Much of corporate restructuring involving the conglomerate chaebol establishments took the form of a series of “big deals” amongst the chaebol groups, where they swapped businesses to facilitate each to develop business areas. There was no significant cutting of ties in terms of cross-guarantees for debt payment. In terms of improvement in financial standing and transparency in corporate management, the reform was limited to the introduction of “outside members in board of directors” and “shareholder right to take legal action against the board of directors”. These changes, however, did not lead to overhauling the structure of dominance and corporate governance. The government, under the pressure from the chaebol champions, introduced exemptions for restriction of total holdings amongst the related companies, and watered down the whole system of designating a family of companies as a group entity.

The government abolished the practice of designating 30 largest groups under the Fair Trade Act, and introduced a criteria of 5 trillion won in assets to such designation of a group. As a result the number of family of companies which were subjected to the restriction on total holdings in related companies was limited, as of April 2002, to 19. The waiver for application of the restriction on total holdings in related companies was extended for two years, from March 2001 to March 2003. It extended the time allowed for the new family of companies designated as a group to clear up the over-the-limit holdings in related companies from original 1 year to 2 years. It further introduced exemption clauses to allow over-the-limit holdings in other companies the same or related line of business if this was warranted for business practice reasons. Furthermore, those establishments whose debt ratio was below 100% in consolidated accounting statement were exempted from the application of the regulation.
The series waivers and exemptions to the various regulations aimed at reining in the excessive business practices of conglomerate chaebol establishments, which were key factors for the economic crisis, undermined the very objective and gave wide discretionary powers to the government. This had the effect of negating the whole purpose of regulatory activities.
Although there were some significant initiatives of the government for the reform of the chaebol system, such as, improvement in the financial standing of the firms, introduction of outside members in board of directors, and minority shareholder activism, the efficacy of the entire endeavour came to be discredited. The way the government dealt with the fraudulent book keeping at the Daewoo, keeping it out of the public scrutiny, and limiting the interest representation by minority shareholders, was just one example of the very limited nature of the government’s initiative. Furthermore, in reality, there were real progress in the area of re-configuration of the ownership structure, effective mechanism for minority shareholder activism, such as, class action legal suits, and in the area of limiting the ownership and domination of banks by chaebol conglomerates. The failure to introduce concentrate block voting by minority shareholder, which would have aided the cause of outside members of board of directors, highlighted the very lukewarm approach of the government towards the reform of the chaebol system.
3.1.3 Privatisation of the Public Sector

Neoliberal policy regime, represented by de-regulation and privatisation of the public sector, had, together with changes in the employment patterns, wage shift, labour cost trends, and productivity regimes, grave impact on the industrial relations.

The de-nationalisation of the public enterprises and public services, undertaken in tandem with de-regulation and opening of the domestic market, and accompanied by massive structural adjustment, brought about massive job losses. It was founded on an ideological campaign that attacked state intervention as infringement on the liberty and creativity of individuals, and a hotbed for bureaucratic inefficiency. Privatisation was championed as a force that will bring about decline of the state intervention and free development of the market.
The structural adjustment in the public sector, in the aftermath of the economic crisis, mainly took the form of scaling back the overall size of the public sector and transition to private sector. On the other hand, market principles were introduced to the public sector. The government adopted downsizing of the workforce, reduction in operational cost, sale of assets, handing over the management to private operators, electronic procurement, introduction of competition, and de-regulation as the key goals of its reform drive. It also adopted “user-pays” principle to bring about financial self-sufficiency. The Korea Telecom, Korea Gas, the Railways, and the electricity power were all subjected to compartmentalisation and stage-by-stage privatisation (cf. annex). This paper will examine the cases of the Korea Telecom and Korea Electricity Power Corporation.

The changes surrounding the Korea Telecom developed over a number of stages: modification of regulations to lift various restrictions, promotion of competition, opening of the market, and universal service. It started during the time of the Roh Tae Woo government with introduction of multiple providers for international telephone service and free competition in derivative communication services. It was followed by an announcement for the privatisation of the Korea Telecom. In 1987, the government tabled a plan for the privatisation of the Korea Telecom, and in 1990, a programme for structural adjustment in the communications market. During the period of the Kim Young Sam government, market liberalisation measures were undertaken in three stages, in 1993, 1994, and 1996, to establish a comprehensive competition system in the communications sector.
The introduction of competition was accompanied by a process of privatisation. Korea Telecom made 28.8% of its shares available to private purchase, and other communications monopolies, the Korea Data Telecommunication (now Dacom) and the Korea Mobile Telecommunication (now, SK Telecom) were all privatised. The Korea Telecom was turned into a shareholder corporation, where the government remains a main shareholder, from a government invested agency. In October 1997, a Special Act on Public Enterprises was enacted to bring about a change in the structure of corporate governance and ownership in the Korea Telecom. The Kim Dae Jung government oversaw the final stages of the liberalisation of the telecommunication system, to bring about stabilisation in the market, full opening of the domestic telecommunication market, and completion of the privatisation process for the Korea Telecom.

The privatisation of the Korea Electricity and Power began during the time of the Roh Tae Woo government. The government divested from 7 establishments in which it had shares. It brought 5 trillion won worth of shares to market over 5 years for sale to the public. In 1994, the Kim Young Sam government established privatisation working parties in each of its ministries. It adopted a method of package sale through open competitive tendering, instead of the previous sale to public. This method, however, came to a failure. The Kim Dae Jung government, in 1998, brought 21% of the government-held shares in the Korea Electricity Power to sell to the public. In 1999, it issued overseas depository receipt (DR) worth 750 million dollars to prepare for compartmentalised sale of the establishment. In year-end of 1998, the government tabled a plan for structural adjustment in the electricity power sector, to formally announce its plan for compartmentalised sale of the Korea Electricity Power (Kim 2002).
The de-regulation process, conducted through structural adjustment, failed to address the challenge of upholding the principle of public service and efficiency. Rather, it proceeded mainly by focusing on excessive workforce and high wage levels. As a result, the privatisation process was characterised by massive retrenchment and wage freeze, highlighting the agenda to impose greater control on labour.
 

If the government had given serious thought to the issue of the possibility of collusion among the few electricity power supply companies, the issue of price cap, and the issue of population which would be excluded from cheap energy supply, it could have a taken a different option than brute privatisation. A more socially integrative and participatory outcome could have been sought, which would have seen the development of publicisation outcome. This would have given rise to a more productive debate over the issue of efficiency in public enterprises and the challenge of democratic and public regulation of public enterprises. On the whole, such a course of action could have brought about enrichment of public debate about public services and public participation.
3.2 Labour Market

The labour market in Korea, since 1990s, is shaped by a trend towards greater flexibility in the context of intensified international competition and slow down in the economic growth. The government has been in the forefront of the effort to bring greater flexibility in the labour market, which would leave much of employment to the function of the market. This has seen a continued policy measures which have brought about removing regulations concerning the labour market. The government has championed employment flexibility to assist the companies to retrench workforce and to reduce labour cost as a part of their structural adjustment process in the aftermath of the economic crisis.
Increased employment flexibility has meant increase in the redundancy retrenchment of regular employees, wave of voluntary termination programmes, and increase in the preference for hiring irregular workforce. Irregular employees are forced to accept lower standards of conditions of work and employment, in terms off wage, working hours, and social welfare provision. The Kim Dae Jung government introduced legislative changes for redundancy dismissal and labour hire system through a social pact process in the Tripartite Commission that was demanded by the domestic and foreign capital following the economic crisis.

3.2.1 Flexibilisation of the Labour Market and Massive Expansion in Irregular Employment

In 1997, a change in the labour law allowed employment adjustment on the grounds of urgent managerial conditions. The date the change came into effect was delayed for two years. The February 6, 1998 Tripartite Agreement addressed the issue of rigidity in dismissals on economic reasons, and introduced the provisions for justified grounds for redundancy dismissal in the Labour Standard Act. This brought about simplification in redundancy retrenchment in terms of conditions and speed with which it could be undertaken. This had the effect of reducing the cost of retrenchment for the business.
The Tripartite Agreement also introduced a labour hire system, which paved the way for the replacement of regular employees with irregular low-wage temporary agency employees.
 The introduction of a legislation on labour hire practice provided a legal basis for the wide spread unrecognised labour hire practice. The introduction of labour hire/dispatch system created incentive to exploit and abuse the system for “middle exploitation”, which is illegal under the current labour law regime. The ineffective labour law enforcement capacity of the government fuelled the situation as companies rushed to diversify forms of employment in the name of improvement in business conditions. This resulted in replacement of regular employment by irregular employment, accompanied by serious declined in the wage levels and conditions of work.
 Labour market flexibilisation, brought about by massive retrenchment, led to a sharp increase in unemployment.
The size of unemployment has not declined significantly since 2000, while the ratio of long term unemployment, of longer than 1 year, has increased.
Table 3 Trends in Unemployment during Kim Dae Jung Government (1998-2002)
	
	1998
	1999
	2000
	2001
	2002

	Total Unemployment
	1,490,000
	1,374,000
	913,000
	845,000
	708,000

	Long Term Unemployment 
(more than 1 year)
	158,000
	210,000
	134,000
	129,000
	109,000


Source: “Labour White Paper”, “Monthly Labour Statistical Survey Report”
In the first 4 years, the Kim Dae Jung government poured 16 trillion won to deal with the issues of unemployment. These figures suggest that the government’s measures have not produced desired outcome. In 1998, some 65% of the unemployed were found not to benefit from any government unemployment programmes.

The number of workers in irregular employment has increased with a great speed in the aftermath of neoliberal labour market flexibilisation policy. It reflects the effort of the companies to reduce wage cost in the context of increased world-wide competition and business uncertainty brought about by a neoliberal transformation of the world economic order. 

A time-series analysis of the trends in irregular employment over the last twenty years (cf. graph below) indicates that the ratio of irregular employment had declined slightly during the Roh Tae Woo regime following the great upsurge in trade union activity in 1987. However, the trend began to pick up again in May 1994, after one year of the Kim Young Sam government. The ratio of irregular employment surpassed 50% mark in March 1999, during the early days of the Kim Dae Jung government, during the depth of the economic crisis. Recently, it is becoming established as a structural feature at 51%.
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The most obvious feature of irregular employment is job insecurity. There are many sub-categories or types of employment under the broad heading of irregular employment: contingent employment where the length of employment is short or unstable, indirect (or triangular) employment through labour hire (temporary agency) or employment in labour service establishment, part-time employment, and pseudo-independent employment (e.g., insurance premium sales persons, or private tutor service commissioned by study material producers, etc.). 

Workers in irregular employment also suffer from low wages. While the average monthly wage of workers in regular employment was 1.7 million won in second half year of 2001, those in irregular employment received only 890,000 won. They also work longer than those in regular employment. While average weekly working hours for regular workers was 45.9 hours, it was 46.5 hours for the irregular workers. 
Irregular workers are largely excluded from the various social insurances and from the application of minimum labour standards.

Companies have expanded their reliance on irregular employment as a means to reduce wage cost, obtain capacity for flexible response in response to changes in the market situation, and to force a weakening of the trade unions. They have turned to irregular employment to be able to undertake adjustments in employment levels with changes in the market. The increase in irregular employment is rooted in the very objective of business, that is, maximisation of profit.
3.2.2 Flexibilisation of Working Hours

The statutory working hours in Korea, stipulated in the Labour Standard Act, remained 48 hours a week till 1989, ever since the law was first enacted in 1950s. It was amended to 44 hours a week in 1989. The real working hours however, has not changed greatly over the years. It was reduced slightly during the peak of economic crisis in 1998 from 46.7 hours in 1997. In 2001, it bounded back to 47 hours.
The extraordinary long annual working hours of waged workers in Korea, 2,474 hours per year in 2000, is, in part, influenced by long statutory weekly working hours. In a system where the law sets the reference working hours, Korea has the longest statutory weekly working hours among the OECD countries. 

The Tripartite Agreement of February 1998 included an agreement to bring the statutory weekly working hours down to 40 hours. It was couched in terms of “job sharing” as a means to address the unemployment problems that loomed with the economic crisis. The Kim Dae Jung government, which initiated the Tripartite Agreement, however, failed bring about the reduction in statutory working hours, leaving the next government to bring the more than 5 year old debate to a conclusion in August 2003. (The rush in legislation, after virtually no progress, was triggered by the working hour reduction achieved in various major collective bargaining agreements, such as, one between the Korean Metal Workers Union and the employers of some 100 companies and one at the Hyundai Motors. In these collective agreements, the labour and the employers agreed to 40 hour week without cuts in wages. The progress in collective bargaining agreement on working hour reduction pressured the employer organisation to lend support to the government bill which contained a weak commitment to maintain pre-reduction wage levels.)
One of the key issues in the debate over working hour reduction has been about “variable working hour system”, with the labour and the employers firmly opposed to each other. “Variable working hours” – or referencing or averaging of working hours over a period longer than a week to arrive at average weekly working hours – was introduced by the Chun Doo Hwan regime in 1980. The provision was repealed in 1987 revision of the labour law due to its negative impact. It was re-introduced in the fresh revision in 1997. 

The 1997 revision of the Labour Standard Act opened the possibility to average the hours worked in two weeks to obtain 44 weekly working hours. It also allowed average on a monthly basis. Furthermore, it contained provisions for selective working hour system and discretionary working hours. These new working hours patterns could be adopted through employment rules or on the basis of written agreement between the management and employee representatives.
The most recent revision of the Labour Standard Act in 2003 allows the extension of variable working hour system, and lifts ceiling on over time work while reducing the penalty rate for overtime work. It repeals the provisions for paid menstruation leave for women workers, and reduces the total paid leave, with the repeal of monthly one day paid leave. 

The flexibilisation of working hours can lay the grounds for longer working hours and reduction in wage levels for workers. It is possible, under the extended variable working hour system, to long extremely long hours in particular weeks. One key problem of the current revision of the Labour Standard Act on working hours is that the reduction in working hours will come into effect over a long period of time, to be completed only in 2011, with the workers in smaller companies benefiting the last. It means that workers in smaller establishments and those in irregular employment will be left exposed to worsening working conditions.

3.3 Industrial Relations

The industrial relations in Korea, from the period of the Kim Young Sam government in mid 1990s to present, is going through a substantial transition period. Confrontational positioning continues to be the key feature of the industrial relations, while the authoritarian industrial relations policy has all but lost its efficacy. The key determining factors in the remarkably decentralised industrial relations are: low trade union density, which hovers around 10%, allow rate of CBA application across the economy, enterprise unionism and enterprise level collective bargaining system dominated by regular employees in large workplaces.
 The process of transition in the industrial relations came to be affected by the response of the trade unions in Korea to the challenges presented by the onslaught of neoliberal structural adjustment.
The basic orientation of the labour legislation in the 1990s and onwards was set by the government initiatives presented through the Industrial Relations Reform Committee, during the Kim Young Sam government, and the Tripartite Commission, during the Kim Dae Jung government and the Roh Moo Hyun government. The basic outline of the labour policies of the Kim Dae Jung government was pinned on the Tripartite Agreement forged by the government under the pressure of the economic crisis and the IMF prescription. The Kim Dae Jung government also saw the Tripartite Commission as a mechanism which could promote the development of participatory and cooperative industrial relations.

3.3.1 Industrial Relations During the Governments of Kim Young Sam and Kim Dae Jung

In 1996, the Kim Young Sam government had intended to establish a participatory industrial relations system through the Industrial Relations Reform Committee. The industrial relations reform project was, at the same time, informed by the attempt to bring about labour market flexibilisation to harmonise with globalisation. The government was of the view that the Labour Standard Act provided higher protection in conditions of work compared to the currency in the advanced industrialised countries while the Trade Union Law was too restrictive on trade union rights, especially the right to industrial action. The government had intended to address the issues of trade union pluralism, third party intervention, and other trade union rights related legal barriers, while planning to pave the way for the introduction of labour hire system, variable working hours system, and to lift restrictions on redundancy retrenchment.
The Industrial Relations Reform Committee, established by the Kim Young Sam government, was a historic initiative which brought the representatives of the labour and employers, including the still non-recognised Korean Confederation of Trade Unions, in the same room to deliberate on the major direction and substance of the labour system in Korea. It was also a significant turn-around for the government, from the previous exclusionary practice to one of a participatory way of working in the area of industrial relations. It marked a departure from the labour policy practice of the past of control and exclusion, paving a wary forward to social debate over key concerns of social and economic actors and politics of negotiations.
The Industrial Relations Reform Committee initiative of the Kim Young Sam government came to naught as the government railroaded through an amendment of the labour laws, when the Committee failed to come to an agreement. The government’s bill had disregarded all those points where consensus was already reached, and in other cases where there was no consensus, the proposal the ‘public interest representatives’ had presented. The government’s last minute unilateralism, undermined the whole initiative, and provoked a massive nation-wide general strike, which succeeded in forcing the government to bring the amendment to a re-amendment. 
The Kim Dae Jung government, with its initiative to establish a Tripartite Commission, albeit under pressure from the IMF prescriptions, ventured even further in the effort to pave the way for a new patter of industrial relations. Despite its many failures, shortcomings, and limitations, it did bring about modifying the labour laws in compliance with the general democratisation in the society. 

The lifting of the prohibition of trade union pluralism at supra-enterprise level had meant many of the national federations of enterprise trade unions and its national organisation in the Korean Confederation of Trade Unions were able to obtain legal recognition. This paved the way for the new trade union movement tradition to develop a new working method in the institutionalise set up of the industrial relations system. The de facto lifting of the prohibition on third party intervention saw the removal of a key legal barrier against solidarity within the trade union movement. The repeal of the provision which allowed the administrative authority to audit the management of trade unions, the narrowing of the areas subject to compulsory arbitration, and the establishment of mandatory mediation prior to industrial action, all contributed to the improvement in the basic labour rights. The repeal of the prohibition on political activities by trade unions also paved the way for the trade union movement to develop formal political muscle.
Side by side with the improvements in labour rights, there were also expansion and extension of labour market flexibilisation through the adoption of legislative provisions for redundancy retrenchment, the (as yet limited) variable working hour system, selective working hour system, and various forms of employment and work. The labour hire practice was first legalised on the basis of the Tripartite Agreement of 1998. The pressure of structural adjustment, which formed the background of the government initiative, had, however, the effect of sustaining and aggravating the confrontational industrial relations. The massive retrenchment that accompanied the restructuring drive of the government and the business, and the aggravation of job and employment insecurity, worsening the risks faced by workers, fuelled the confrontation in industrial relations.
3.3.2 Industrial Relations Under the Roh Moo Hyun Government

In August 2003, the Roh Moo Hyun government made public its strategy for the development of industrial relations, the so-called “industrial relations road map”, produced under the initiative of the Ministry of Labour. The Tripartite Commission, entrusted by the president, to produce a comprehensive blue print for development in industrial relations, prepared a “Preliminary Discussion Paper for the Establishment of a Development Strategy for Industrial Relations”, base on the work of its “Committee to Promote the Development of Industrial Relations”. In this preliminary discussion paper, the Committee present a number of policy tasks for the establishment of a socially cohesive and integrative industrial relations. It proposes for overhauling of the legal and institutional system in compliance with international standards and practices, establishment of a multi-layered industrial relations system, establishment of a sound industrial relations in the public sector to enhance its role as setting a model, promotion of labour market dynamism through consolidation of ‘flexisecurity’, consolidation of the foundation of social cohesiveness through enhancement of social equity.

The proposal by the Ministry of Labour, tabled with the Tripartite Commission for deliberation amongst the representatives of the government, employers, and the labour, focuses on “Overhauling the Legislative and Institutional Framework of Industrial Relations”. The proposal was prepared by “Study Committee for Advance Industrial Relations Institutions” established by the Ministry of Labour. The Ministry of Labour, in tabling the proposal to the Tripartite Commission also announced its plan to push ahead with a revision of the relevant laws unilaterally if there was no agreed outcome on its proposal in the Tripartite Commission.
The Ministry of Labour presents three objectives of the reform of the industrial relations. They are: minimising the social cost of industrial conflict, establishment of a flexible and stable labour market, and narrowing the gaps amongst the working people. Below is a more detailed look at the hurried proposal presented by the Ministry of Labour.

Table 4 The Major Proposal of the Ministry of Labour for Industrial Relations Reform

	Areas
	Major Proposals

	Guarantee of Basic Labour Rights in Compliance with International Standards
	· trade union rights for government employees in the civil service

· trade union pluralism – statutory mechanisms for singular bargaining unit
· all unemployed workers to become union members at supra-enterprise level (allow the establishment of unions of workers in irregular employment 

· repeal conditions for eligibility for union elected positions

· repeal remaining elements of the prohibition on third party intervention

· improve the system of compulsory arbitration in essential public services (narrow the scope of application)

	Improve the Systemic Features Over Protective of Unions
	· improve the practice of wage payment to full-time trade union officials (prohibit industrial action to demand payment of wages to full-time union officials
· ease the restriction on the use of replacement labour in time of industrial action (e.g., illegal strike, essential public service workplace; currently ‘replacement labour’ is only permitted when involving workers currently employed in the same establishment)

· ease the conditions on lock out (to be possible at times of illegal strike, go slow, and relay strikes)

· improve the handling of unfair labour practices (currently, criminal proceedings are possible when unfair labour practice is recognise; introduce the scope to remedy the unfair labour practice, and only resort to criminal proceedings only when remedy order is not complied with)

	Improvement in Mandatory Mediation Prior to Industrial Action
	· adjust the subject matters eligible for collective bargaining and industrial action (widen the scope of issues to be dealt with in collective bargaining and industrial action)

· broaden the subject matters that can be dealt with in mediation by the Labour Commission (from current interest conflict to include rights conflicts)

· improve the pre-industrial action mandatory mediation procedure (eliminate the mandatory mediation stage)
· expand the function of Labour Commission

· promote voluntarism in collective bargaining process

· rationalize industrial relations practices in the public sector

	Establishment of Labour-Employer Partnership
	· transparency in management

· strengthen labour education to enhance understanding of industrial relations
· strengthen enterprise level labour management council

· strengthen labour management council on branch and regional levels
· strengthen labour and management participation in various labour related policies

	Stabilsation of Redundancy Retrenchment Practices and Wage Flexibility
	· promote labour market flexibility in compliance with international standards and improve the function of redundancy retrenchment
· promote wage flexibility

· consolidate labour hire practice (broaden the scope of work/job eligible for labour hire)


1) Areas where the employers’ right is strengthened

The proposal of the Ministry of Labour provides a clear set of conditions for lock out by employers. Currently, lock out by an employer can be undertaken only in response to a legal strike. According the proposal, lock out is made possible in response to an illegal strike. 

Even in times of a legal strike, if it is at a public service workplace, the proposal would make it possible for the employer to recruit new workers or engage subcontractors to carry out the work vacated by the striking workers. The current provision allows only workers in other parts of the strike affected establishment to be brought in to carry out the work vacated by the striking workers. 

The system of remedy for unfair dismissal will be changed in a radical way. Currently, an employer found to have dismissed a worker unfairly is liable to imprisonment of less than 5 years or a fine less than 30 million won. If the proposal of the Ministry of Labour is accepted, a reconciliation phase will be introduced. Furthermore, an employer may opt to provide monetary compensation in stead of reinstatement. In times of redundancy retrenchment, the period for prior notice to be provided to the union by the employer will be reduced (proportionally to the size of the workforce involved) from the current fixed 60 days.
The current “union shop” system provision will undergo a modification in line with the introduction of multiple unions at the enterprise level in 2007. It will either be repealed or supplemented in such as way that a new employee does not suffer disadvantage if he/she joins one or the other union or moves set up a new union.
2) Areas Where Labour Rights Are Strengthened

The proposal seeks to bring about a modification in the provision, which will come into effect from 2007, that make a criminal offence on the part of an employer to pay wage to a full-time union official. Under the proposal it would be possible to set criteria by a decree on the number of full-time union officials, who can receive wage payment from the employer, according to the size of the union membership. 

The proposal seeks to provide criteria on mandatory issues for collective agreement. For example, it sets out union membership due check off, scope of trade union activity during work hours, provision of various facilities for trade union activities, and procedures for collective bargaining and industrial action to be include in collective bargaining agreement. The current trade union law defines industrial dispute and action only on matters related to the determination of the conditions of work and limits the issue matters for collective bargaining and industrial action to matters of “interest conflict”. 
The new proposal calls for lifting the ban on union membership be an unemployed workers (not in an enterprise union, but in a supra-enterprise level union). The current law rules out an unemployed person from the definition of a worker who has the right to join a union. This has been the basis for setting criteria on who can be a member of a union and who can be elected as leaders of a union. 

The proposal calls for the removal of the remaining elements of the prohibition on third party intervention. Currently, a third party, not directly related to the parties to an industrial dispute, need to be notified before he/she can be called on to assist in the negotiations or industrial action. 

3) Others

The proposal by the Ministry of Labour calls for reinvigorating the labour-management consultative councils. The proposal removes the prerogative of a union which includes in its membership the majority of employees in a workplace to appoint the members in the labour-management consultative council. Instead it calls for a workplace-wide election. At the same time, all the workers in an establishment, workers on labour hire arrangement, subcontractor firms, etc. will be allowed to have a voice in the council. In a workplace where there is no union which represents the majority of the employees, the chairperson of the council is to be regarded as the employee representative. 
When a employee member of the council demands the company to provide information which are related to the mandate of the council, the employer is required to provide the requested information within a prescribe period. However, the proposal calls of introduction of a penalty in case the information is used beyond the prescribed purpose. The matters agreed or decided in the council are to have the same effect as employment rules.

The proposal of the Ministry of Labour calls for the repeal of the provision for “essential public services” and “compulsory arbitration”. Instead, it calls for a provision for the obligation for minimum staffing in times of a strike. For example, a union at a hospital cannot call its members in emergency rooms or intensive care units on strike.

In order to strengthen the capacity to resolve disputes through emergency mediation, the period when strike is not allowed will be extended from the current 30 days to 60 days. 

The proposal points to ways to establish single bargaining units to accompany the introduction of trade union pluralism. Furthermore, it calls for removing the provision that sets the duration of a collective bargaining agreement to 2 years, so that the term of an agreement is decided by an agreement between the union and the management.

The proposal tabled by the Ministry of Labour maintains the tradition view that maintains a hostile view on industrial actions by unions. Based on this fundamental perception, it calls for strengthening the power of employers to react, to minimise strikes and to remove the “sting” out of strikes.

The proposal points to “international standard” to remove many provisions which are deemed to be protecting the rights of workers and unions. It proposes various mechanisms of control and check on the activities of unions as a pre-conditions for the establishment of socially cohesive and participatory industrial relations. It falls short of providing full guarantee of basic trade union rights and recognition of trade unions, as they are, as a social partner for participation in management of a workplace or broader social dialogue. The proposal is indicative of underlying mistrust of trade unions, thus undermining the grounds on which to build confidence necessary for any dialogue, including tripartite social dialogue.

The proposal of the Ministry of Labour for advanced industrial relations system is not without some points of merit. The recognition of unemployed workers’ right to join a union, the repeal of the remaining elements of the prohibition on third party intervention, the establishment of limits on employers’ liability claims and accompanying order for freeze on assets, the separate scope of issues for mediation and collective bargaining and industrial action, the abolition of the mandatory pre-strike mediation, the abolition of the essential public service category and the provision for compulsory arbitration, the obligation to prepare written employment contract outlining basic conditions of employment, such as, wage and working hours, written notice for dismissals containing information on the grounds for dismissal, are some areas where the proposal seems to provide direction for positive development. 
Nevertheless, the proposal of the Ministry of Labour contains a fundamental fault in that it is grounded on a hostile view of the trade unions and its activities, which are deemed as subject for control and check. Furthermore, it is informed by an attitude that seeks to barter on matters which are recognised to be rights that need to be recognised and respected.

3.3.3 Occupational Health and Safety
The basic legislation and implementation decree on occupational health and safety in Korea was in 1981 and 1983. It was overhauled comprehensively in 1990. The revision, which broadened the scope somewhat addressed not only the matters of health and safety of workers but the issues of product safety in the context of internationalisation and in preparation for market liberalisation with the expected start of the “blue round”. 
However, many of the provisions for health and safety were watered down, losing their efficacy, due to general trend of de-regulation, especially under the de-regulation regime of the ‘Special act on Measures to Ease Regulations on Business Activity’. Health and safety regulations were first to suffer great set back in the light of economic crisis in 1997. This was paralleled by decline in the investment by companies on health and safety. In February 1998, the health and safety administration suffered retrenchment as some of its work was combined and delegated to local governments. 

The general trend of downsizing, cutback in the health and safety organisation and investment, increased labour market flexibility have all led to an increase in safety and health risks at work. In response, the government, instead of taking up ‘hard’ measures addressing the concerns of workers, opted for more soft option of ‘promotional’ activities, such as, publicity work on minimising economic losses through reduction in accidents and encouraging voluntary corporate efforts to prevent accidents.
The Industrial Accidents Compensation Insurance Act, when it was enacted, was designed to apply to 7.9 million workers in some 186,000 establishments. However, more than half of the total workforce, who work in workplaces which employee less than 5 workers, workers in financial and insurance sector were excluded from the coverage. Only recently has this limited scope been addressed. But, the universal coverage may become undermined if the government proceeds to privatise the industrial accidents compensation insurance as it is currently suspected.
The de-regulation undertaken since 1997 removed the obligation of employers to employee safety supervisors. Following the repeal of this regulation, there have been 41.3% reduction in the employment of safety supervisors and 15.2% reduction in health supervisors in the workplaces. This has been a part of the general shift in the orientation of health and safety management regime towards a voluntary system.
The official rate of industrial accidents, in 1998, was 3.98%. According to the official figures, the rate is shown to have declined. But, there is enormous hidden area, as many employers avoid making reports on industrial accidents in order to avoid penalty insurance premium. In fact, there is no real system of reporting industrial accidents and work-related diseases oriented toward obtaining accurate figures. Rather, the records are obtained only on the basis of the claims made for industrial accidents compensation insurance. There is no independent reporting system that can serve as the basis for obtaining accurate figures, identifying trends and risks, geared towards developing policy measures to respond to the situation. 

Table 5 Trends in Industrial Accidents and Work-related Diseases
	
	No. of Workers
	Total No. of Victims
	No. of Deaths
	Rate of Accidents (%)
	No. of Workers Identified for MSD
	Rate of Increase (%)

	1998
	7,582,479
	51,514
	2,748
	0.77
	123
	 

	1999
	7,441,160
	55,405
	2,528
	0.73
	344
	279

	2000
	9,485,557
	68,976
	2,291
	0.74
	1,009
	293

	2001
	10,581,186
	81,434
	2,212
	0.77
	1,598
	158


Source: Reconstituted from Ministry of Labour, “Labour White Paper”, each year.
The recent increase in work intensity, brought about employment flexibility, increased working hours, and downsizing of workforce, has led to a dramatic increase in the incidences of muscular-skeletal disorder (MSD or repetitive strain injury [RSI]). Over the last four years, it has increased by 961%. The increase, also, reflects the trade union activism paying closer attention to the phenomenon. Despite the increases, however, the government’s Regulatory Reform Committee, in June 2002, adopted a decision to restrict the medical treatment available to workers with MSD.

3.4 Different Sectors: The Establishment of Free Economic Zones

The government, in December 2002, introduced a law entitled, “Act on Designation and Operation of Free Economic Zones”, which removes or softens various regulations, including labour law regulations, for foreign invested companies located in the “free economic zones”. The new law will exempt those companies from the obligation of a number of labour regulations, environmental regulations, and social regulations. At the same time, it will allow various special treatments, in terms of establishment of educational and medical institutions. Furthermore, it will provide various tax breaks for those companies located in the specially designated areas.

Table 6 Regulatory Exemption for Companies Located in Free Econmic Zones

	Effected Area
	Major Effects

	Labour Rights
	· remove paid monthly leave; unpaid weekend off-days; 

· restrictions on collective action
· remove the restriction on jobs that could be filled by labour hire employees; remove the restriction on length of labour hire employment

· exemption from mandatory employment of disabled persons and elderly persons

	Environment
	· ease the various environmental regulations/requirements for permits

· exempt from various environment impact levy

	Taxation
	· reduction or exemption from corporate tax, income tax, asset tax, land tax

· discount in the rental of state or public owned assets/facilities
· exemption or lower payment for state and local tax

· financial assistance for building various support facilities for foreigners

	Education
	· foreign school foundations can set up primary and secondary schools and universities
· Korean nationals will be allowed to enroll in these schools

	Medical Service
	· foreigner owned hospitals can be established


3.4.1 Denial of Basic Labour Rights
Workers employed in established located in “free economic zones” will not be able to access various statutory entitlements. Monthly paid leave will be repealed, weekend off-days will be regarded unpaid non-work days, and women workers’ menstruation leave will become unpaid leave. These changes outlined in the law on “free economic zones” will mean 20% reduction in workers’ wage. Labour hire employment will be extended without limit, either in terms of types of work/job or term of employment. The law stipulates a guarantee of “industrial peace” which will result in restrictions on collective action of workers.

Companies operating out of these zones will be exempted from social obligations, such as, mandatory employment of disabled persons and elderly persons. Companies will be able to by-pass 34 environmental regulations included in permit process. Furthermore, they will be exempted from paying environment upkeep levies. The business establishment located in free economic zones will be subject to the “limit on total investment holdings in related companies” which has been a key mechanism for the regulation of monopolies and fair trade. 

3.4.2 Education and Medical Services and Denial of Public Good
The “free economic zones” will be made open for all foreign entities to establish various schools. The liberalisation measure goes beyond the offer made the government in the WTO negotiation process, where only the markets in life-long learning and some special non-school academies were offered for liberalisation. Schools established in the zones will not be subject to domestic education policies. As a result, they will be able to set their own curriculum, selection criteria and process, and operational system. However, the qualification obtained from these schools will be recognised throughout the country. They will be exempted from corporation tax and income tax. Schools can be set up by renting spaces and the profit can be remitted out of the country.

The development companies operating in the free economic zones will be either exempted from or pay lower rates in corporation tax, income tax, customs duties, acquisition tax, registration fee, asset tax, and land tax. Foreign owned companies operating in the area will enjoy no corporation and income tax for first five years and only 50% in the following 7 years. 

While hospitals in Korea are all established as non-profit organisations, profit earning hospitals owned by foreigners will be allowed in the zones. They will be exempt from designation by the government authorities as special purpose service providers. 

As the definition of “foreign invested company” sets 10% share holding by foreigners as the only criteria, it is likely that many “Korean” firms will attempt to exploit the special privileges offered to foreign companies.

4. Concluding Remarks

The Korean government, since the mid-1990s, has come under considerable pressure from the civil society within the country and the international community, in the process of Korea’s membership in the United Nations, the International Labour Organisation, and the Organisation for Economic Cooperation and Development, to reform the authoritarian labour laws in compliance with international labour standards.

On the other hand, the Korean government was pressed to adjust to the rapid changes in the global economy, with pressure coming for domestic capital and international capital. This took the form of neoliberal pressures of the globalised economy.

At the same time, Korea, as a society and polity, was undergoing a process of transition, as the system established by military dictatorship, authoritarian regimes, and state driven development was no longer sustainable in the context of democratisation. However, the traditional forces which had held the control in the structures of governance in the past were still firmly entrenched in positions, where they could influence critically the direction of change, as the society, polity, and economy began to undergo transition.

In economy and workplace, the capital, faced with pressures of globalised economy on the one hand, and growing strength of the organised labour, adopted the agenda for change also as a means to counter and check the influence of trade unions.

The need to build a new system of production based on high efficiency, advanced technology, and high wage was taken as an opportunity to reinstitute the control of the management on the shopfloor. The introduction of performance linked payment, expansion of irregular employment, introduction of team system in the work organisation, undertaken as a part of the agenda for employment flexibility, wage flexibility, and production flexibility were, at the same time, vehicles to weaken the strength of trade unions.
The overall process of de-regulation undertaken by the successive governments were an amplified version of what had happened in the workplaces. The de-regulation in the finance sector, industry, public sector, and the labour market had the effect of fencing off these areas from the democratic influence of the civil society, which had began to grow in the process of democratic transition. Thus, much of the de-regulation had the effect of prioritising the capital and business. This is succinctly captured by a slogan the Korean government, of late, is fond of putting forward: “building a country where doing business is easy”.

Some aspects of de-regulation is undoubtedly positive. Removing unnecessary bureaucratic “red tape” is good in restoring the government administration as a public service. The various regulations which violate the basic labour rights or undermine the quality of life of people need to be repealed. 

But, in the context of the general weakness in social regulations, and democratic foundation of the overall governance system, the de-regulation process that was dominated by the state and the capital, had the effect of marginalising the influence of the civil society, trade unions, and the shared values of public good.
The trade union movement, together with the civil society, faces a challenge to put in place in the society, economy, and polity, mechanisms to positively adjust to the pressures and vagaries of globalised economy dominated by capital. It needs to be strengthen the capacity of the government and state to address the needs of the society and people, as against the needs of the capital and business, to strike a fine balance. It needs to defend the capacity of the government to introduce regulations to serve the needs of social development.

The neoliberal structural adjustment sweeping through Korea has sparked, at times, intense resistance from the trade union movement and the civil society. These endeavours need to move beyond mere resistance to presenting alternatives, mobilising their social and political power resources to establish new sets of regulations. This calls for “re-entry” of the state or “re-direction” of the state intervention. The trade union movement if faced with a challenge to develop an effective capacity for intervention in the decision making process, through participation in various decision making forums, through popular actions, and through combining them in effective way. 
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� Until 1980s, regulations were classified into two areas: economic regulations (old-style economic regulations and social regulations (new-style regulations). The recent OECD literature, however, groups the regulations under three separate headings: economic regulations, social regulations, and administrative regulations. Economic regulations intervene directly in the market determination, such as, price, competition, market entry or exit. Social regulations aim to achieve social values in the areas, such as, health, safety, and environment. The third set of administrative regulations refer to various administrative requirements, some known as paper work, for the operation of the administrative work or process of the government. The debate on regulation has variously focused ‘regulation’, ‘de-regulation’, and ‘re-regulation’. (KIEI, 2000; Seo, 2002)


� The view on neoliberal economic regime is divided over two issues. The first issue concerns the question, whether the neoliberal economic policies bring about a positive outcome for the whole of the society. The debate over this question is carried out between the Washington Consensus, forged among the IMF, World Bank, and the U.S. government, and those who are opposed to it. The second line division is drawn up in the debate over the factors which determine the policy regime before the policy begins to deliver palpable outcomes. One group emphasise the importance of the establishment of a system of social compensation to minimise the damages caused in the process of implementing the neoliberal policies. The other group, known as “rescue” group, emphasise the seriousness of the economic crisis prior to the onset of the neoliberal economic policies.


� During the period of president Chun Doo Hwan, in the 1980s, de-regulation agenda was adopted by the “Committee for Improvement of Growth and Development Factors”. It identified 46 policy tasks at the broader government level, and 760 voluntary improvement tasks selected by individual ministries, for de-regulation initiative. During the Roh Tae Woo government, this effort was systematised with the establishment of a “Administrative Regulation Moderation Committee” in 1990. The Committee identified a total of 893 cases where de-regulation was to take place. The government set up a “Civilian Advisory Committee for Administrative Regulation Moderation” in 1991 to assist the government in identifying areas where de-regulation is needed, and to support the de-regulation process by formulating theoretical basis for de-regulation. (Lee & Han, 1999)


� As a result of a review of all the regulations in 1998 and 1999, a total of 11,125 regulations were identified as needing action. 5,933 regulations were identified for abolition and 2,981 regulations for improvement. The Kim Dae Jung government addressed the regulatory reform in stages, going through the necessary process of enactment and amendment of the necessary laws and decrees.


� The Regulatory Reform Committee, reporting directly to the president, (of the 17 ‘public interest representatives’ participating in the Committee, 13 were economics and business administration professors and business leaders) postponed it review of the government’s draft bill on the amendment of the Labour Standard Act for reduction of working hours on the grounds that the information provided by civilian groups on the employment creation and productivity increase impact of working hour reduction was not substantiated (September 29, 2002). The Committee further recommended a review of the implementation schedule with a view to postponement (October 2, 2002). In September 1999, the Committee, on the other hand, turned down the proposal of the Ministry of Construction and Transportation to introduce monthly wage system for taxi drivers. But in October 2002, it approved the government bill for the designation of ‘special economic zones’. The weakness in neutrality of the ‘public interest representatives’ – which had been a subject of much concern – led to a situation where the Committee ended up rejecting the proposals produced through agreement of the government, employers, and the labour at the Tripartite Commission. In June 2002, the Regulatory Reform Committee issued a decision which limits the medical treatment available to the workers who suffer from ‘muscular-skeletal disorder’ (MSD or RSI, repetitive strain injury). In doing this, the Committee accepted in great part the demand of the employers to limit the statutory medical treatment accessible by victims of industrial accidents and work-related diseases.


� A total of 129 items were agreed at the Tripartite Commission in the last years. 100 items were reported to have been implemented (78%), 24 items were partially implemented, 4 items were in the process of being prepared for implementation, while 1 item was identified as having been completed. 103 items out of the 129 items agreed concerned actions on the part of the government. Most of the items concerned institutional matters, including government’s macro-economic policies, rather than wages or welfare matters.


� As of October 2003, within 1 month of starting insurance business by banks, selling insurance products over the counter in retail banks, the “bancassurance” business is reported to have made a sale of 500 billion won.


� Redundancy dismissal accompanying transfer of undertakings has a serious demoralising impact on workers. The effect of such demoralisation is not limited to the directly effected employees, but to all workers in the similar establishments in the same sector. This, on the one hand, creates a vacuum in terms of alternative sources of policy options. On the other hand, it produces severe negative implications for productivity and efficiency.


� In the U.S., de-regulation in the electricity power industry was undertaken on the basis of the “Act on Regulatory Policy for the Public Enterprises”, enacted in 1978. Similar development took place in Chile (1982), New Zealand (1987), Norway (1991), and Argentina (1992). The privatisation and de-regulation drive undertaken in the U.K. in 1989 led the global de-regulation campaign.


� Korea Telecom is a prime example of stage-by-stage privatisation. The government held shares in the Korea Telecom was sold off in stages, 10% in 1993, another 10% in 1994, and further 8.85% in 1996, to divest some 28.8% of government held shares just prior to the economic crisis. In the process, from 1995 to 2001, a total 15,472 employees were made redundant, reducing the workforce by 26.1%. 12,355 workers were dismissed from 1998 to 2001. On October 1, 2003, the Korea Telecom announced a plan to further reduce the workforce by 12.6%, 5,500 employees, through voluntary termination. As a result, the size of workforce in the Korea Telecom (now known as KT) is reduced from 43,700 to 38,200.


� From 1998 to 2000, the government retrenched 131,082 workers in the public sector. Of this 41,230 dismissals took place in public enterprises. The wage cost of public enterprises constitute only 5% of its entire cost. The government, however, pushed ahead to bring about 30% reduction in employment in some 100 public enterprises in three period.


� The Labour Standard Act provides protection against unfair dismissals, by substance and procedure. There are also provisions for procedural requirement and substantial requirements in the case of redundancy dismissals. It also sets out the need for valid cause to dismiss an employee on the grounds of the fault of the employee. In other cases, there is no other procedural requirement than the need to provide prior notice for dismissals.


� The flexibilisation of the labour market brought about a widening in the income gap. From 1997 to 2001, the income of the top 20% income group increased by 19.6% while the bottom 20% grew only by 4.0%.


� According to statistical data provided by the Ministry of Labour, the youth unemployment, for ages between 15 and 29, in the period from 1992 to 2000, was 7.9%, twice as high as the overall unemployment rate. The rate of participation in economic activity by disabled persons, who number more than 1.2 million, remained at 47.9%, while unemployment among them was as high as 28.4%.


� The ratio of workers in irregular employment (in the total workforce) had already came near 50% mark in 1980s, during the Chun Doo Hwan regime, and the speed of growth was fasted. In February 1983, one out of four workers was employed on temporary or daily basis. In October 1986, one of every two workers (49%) was employed on such basis, a two fold increase, in three and a half years.


� 80 to 95% of workers in regular employment have access to social insurances. But, only 10 to 14% of irregular workers are covered. While 80 to 95% of regular workers have access to entitlements, such as, termination allowance, overtime overload, and bonuses, only 16 to 23% or irregular workers have access. (Labour Society Bulletin, August 2001)


� Over the last twenty years, the size of union membership peaked at 1.93 million in 1989, with the lowest at 980,000 in 1982, fluctuating around 1 million mark. The union density peaked in 1982 with 18.6% and reached its lowest in 1997 with 11.2%, hovering around 10% overall.





