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Introduction







Introduction

This study compares the policies linking Welfare and Work
(LWW) in Korea, China and Japan from the historical
perspective.) The LWW policies refer to the package of poli-
cies that encourage the working poor to exit from joblessness
and poverty, and that compel welfare recipients to exit from
welfare. This package generally consists of following compo-
nents : 1) welfare benefits, 2) social services, 3) financial in-
centives and 4) employment services. The LWW of a country is
certainly a product of unique combination of welfare policies
and employment policies. Therefore, it is natural that the three
countries have different LWW models.

These countries have similar social problems such as un-
employment, low-wage work, job insecurity, income disparity,
and poverty. However these problems grew from different po-

litical and economic contexts according to the country. In

1) The policies linking welfare and work called'Workfare policies’in
U.S.,'Welfare to Work policies'in U.K., and‘Activation policies’in some
european countries. According to the strict definition, these concepts have
different meanings. Someone highlights the impacts of sanctions and
incentives on the behaviour of welfare recipients concerning the exit from
welfare enroll and the entry into the labor market, while the others
emphasize the impacts of policies liking welfare services and employment
services. We can find however the common point in these concepts : linkage
between welfare and work..
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Japan and Korea, these problems were originated in external
economic shocks, de-industrialization and low economic
growth rate during 1970’s and 1990’s, while the same problems
were occurred in China in the context of industrialization and
high economic growth rate.

Concerning the LWW policies, Japan and Korea have elabo-
rated their self-sufficiency programs for the workables among
welfare recipients since 2000 (Korea) and 2005 (Japan). And the
two countries have continued modification of the policy
package. China don't have their own LWW model in a narrow
sense, in the absence of law concerning public assistance and
welfare to work policies. This is why it will be difficult there-
fore to compare the LWW models of the three countries.

More important is that the existing LWW models in these
countries are not functioning properly amidst the changing
environment. The welfare at a low level was endurable with
economic growth rate and job creation, but now the circum-
stances are different. It is difficult to maintain a virtuous cycle
of distribution and growth, or a healthy interaction of welfare
and work, at a juncture of low economic growth rate and of job
penury. An increase of working poor in these countries signify
the end of the existing LWW models, and the necessity of new
LWW models.

Korea, China and Japan are at an important crossroads,

which calls for new and creative policy efforts to address the
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working poor issue. New LWW strategies are required amidst
the unfavorable conditions of labor market leading to widening
income gap then to vulnerable welfare systems. This is where
comparative studies shall be conducted in the long term. This
study places the importance on laying the basis for future com-

parative studies.






Chapter 2
Theoretical Review

1. The reality and policy aggiornamento

2. Two aspects of linkage between work and welfare

3. LWW policies of developed and new emerging
countries

4. LWW policies of Korea, China and Japan

5. Workfare policies of Korea, China and Japan







Theoretical Review

Employment policies and welfare policies are reckoned to be
two pillars that support a society. With changes in the socio-
economic conditions, the way that employment structure is
combined with welfare institutions changes inevitably. The in-
stitutional re-arrangement is necessary for production, dis-
tribution and redistribution in a society. This study defines the
LWW policies and briefly examines how the definition came to
reach an agreement in this comparative study of Korea, China

and Japan.

1. The reality and policy aggiornamento

There are three pillars supporting every society, which are
the working-age group responsible for production, children
who would lead the future and the elderly who contributed to
the making of the present. The society can be maintained in
the stable manner only when the well-being of these groups is
guaranteed. This is dependent on how well the system of pro-
duction, distribution and redistribution functions. In this re-
spect, the linkage between work and welfare is unique by time

or by country because its approach is bound to be distinctive
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depending on a country's political, industrial and social
structures.

As the political, industrial and social conditions change,
however, it is also inevitable to see changes in the way work
and welfare are linked. Just as the Industrial Revolution did in
the 18th century, industrial changes observed in the 21st cen-
tury also call for changes in the way production, distribution
and redistribution are linked. Of course, the issue of “poor
workers” is invariably at the core of this problem. This is
so-called the issue of the working poor who are trapped in
poverty. The majority of the working poor is consisted of job-
less people who used to work in the now fallen industrial dis-
tricts and the young generation in developed countries, of
low-wage workers of the manufacturing sector in developing
countries and of workers employed by the farming and mining
sectors in under-developed countries. These people are the
working poor in different countries at both ends of the global-
ization spectrum.

For each nation to solve the working poor issue, a realistic
approach to the Linkage between Work and Welfare (LWW)
shall be pursued in line with the changing environment. In

short, Aggiornamento? is required. Figuratively speaking, ad-

2) The Italian word, Aggiornamento, is a term that became popular after Pope
Jean XXIII used it. It means ‘updated” in English and “mis a jour” in French.
It is used here to mean realistic policies in line with the changing
environment.
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justments to the political and social structures are necessary in
tandem with the changing economic and industrial structures
established during the Industrial Revolution. Yet, it is clearly
different from the Industrial Revolution in the 18th century in
terms of the following aspects. First, influence is exerted by the
globalization that comes with the precondition of time-space
compression3. No nation is free from the globalization
anymore. The politics still remains within the border, but
spheres of industry, employment and welfare go beyond the
territorial boundaries to be gradually under the influence of the
globalization. A nation has less autonomy in terms of poli-
cy-making. This is because of the necessity to understand labor
costs paid by companies and welfare expenses in the context of
the globalization. Second, the population is aging in the histor-
ically unprecedented manner. Many countries are experiencing
a serious problem of the aging population as the average life
expectancy gets longer. This leads to an inevitable need for
changing the system of production, distribution and redis-
tribution as the working-age population is required to support
more dependents. Principles and institutions, which were es-
tablished in the 20th century for resource allocation among
generations, are going through a transitional period. Third, a

social security system is used as a medium, which is an official

3) This expression was used by David Harvey, who is an author of “The
Conditions of Post-Modernity”(1990).
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system for redistribution. Even though employment protection
measures, a minimum wage protection system, social insurance
programs and public assistance programs often receive criti-
cism for concealing the nature of problems while deceiving the
poor, they have become important political and policy meas-
ures aimed at solving problems of production and distribution
found in the modern society. As such, there are many lessons
learned through the history. Still, a new paradigm is required in
this 21st century to link work and welfare in the different
context.

And, the LWW in the three countries of Korea, China and
Japan is needed to tackle the issue of the working poor that be-
came a problem after each nation experienced rapid growth in
the mid and late 20th century. Such growth brought about in-
dustrialization as well as deindustrialization thereafter, which

in turn resulted in unemployment and low wage.

2. Two aspects of linkage between work and welfare

Work and welfare are just like two sides of a coin. The pre-
requisite for supporting a society is a model for production,
distribution and redistribution. In this respect, it is fair to say
that the LWW exists in all the societies. This term, however,

was reckoned to refer to a particular policy or policy direction
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after the 1990s. In short, it includes a series of policies that
promote employment of the working-age population or
workables. It also includes diverse polices that were not in-
cluded in the previous social policies. In other words, diverse
policies are included, such as policies for employment, welfare
as well as taxation, for promoting the employment.

It is necessary to define the LWW policies in a broad sense as
well as in a narrow sense. In the broad sense, the LWW policies
refer to realistic policies for employment and welfare in line
with socioeconomic changes. This is to narrow the gap be-
tween the reality and policies, which has widened due to the
globalization, changing industrial structures and the aging
population. Specific policy examples would be: (1) realistic
minimum wage; (2) enhanced legislation for employment pro-
tection; (3) stronger Active Labor Market Policies (ALMP); (4)
encourage the employed to subscribe to social insurance; and
(5) encourage welfare recipients to seek employment. This im-
plies that the LWW policies do not pass on problems related to
industrial structure, the labor market and other areas over to
welfare policies.

In the narrow sense, the LWW policies refer to a series of
policies or policy direction, which aim to facilitate the employ-
ment of beneficiaries of public assistance or unemployment
assistance. Concepts, such as workfare policies or activation

policies, have the same meaning. These policies may take a
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punitive form in some countries in order to deter beneficiaries
to depend on given benefits for a long time. Sometimes, they
focus on providing supports for employment to help recipients
find a job and break out of poverty. A representative case of a
policy with a punitive form is Temporary Assistance for Needy
Families (TANF) of the United States. This limits a benefit peri-
od to be to five years in one’s life-time while providing Earned
Income Tax Credit (BITC) for the employed. In short, this is a
carrot-and-stick approach. As for the United Kingdom, the
conservative government recently announced new workfare
policies with explicit emphasis on the employment of welfare
beneficiaries.4) There also exist relatively less punitive workfare
policies, mostly found in welfare states on the European
Continent. It is clear, however, that a growing number of coun-
tries tend to restrict beneficiaries more of late. Such policies
also become apparent in East Asian countries after the late

1990s.

4) The British government announced its new workfare policy that is
implemented in April 2014. This is named “Help for Work” program with
conditions and rules stricter than those of existing policies.
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(Table 1) Two aspects of LWW policies

Employment Protection Legislation

(EPL)
Active Labor Market Policies
(ALMP)
Tax system/Earned income tax Broad
concept

credit
Social insurance system

Narrow

Public assistance programs
concept

3. LWW policies of developed and new emerging
countries

Objectives of LWW policies may differ depending on nation
or ideological inclinations held by the authorities. However,
schematically speaking, the LWW policies of advanced and
emerging countries are responsible for strategically controlling
expenses. Even though the LWW policies of developed coun-
tries claim to focus on restoring the robustness of a welfare
system and on supporting independence of the working poor,
their primary objective by nature is to reduce expenses in-
curred by a social insurance system and public assistance
programs. And, the LWW policies of new emerging countries
are also responsible for strategically controlling expenses by

adjusting the pace at which the welfare is expanding amidst the
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generally low-level social expenditure. Such a choice is un-
avoidable for new emerging nations. It is not easy to disregard
negative perception towards welfare beneficiaries who are
deemed to be workables while there is no other choice due to
the socioeconomic conditions: (1) great proportion of
low-wage workers and the jobless; (2) huge informal sector; (3)
under-development of a social security system; (4) vulner-
abilities of a tax adminstration system; and (5) lack of a public
delivery system of welfare.

The LWW policy direction is a strategy that can help new
emerging countries kill two birds with one stone. Or is it? For
countries lagging behind the welfare states, it is challenging to
introduce social insurance or to expand public assistance. Even
though a country manages to expand welfare, it is unavoidable
to see polarized welfare benefits for a considerable period of
time. Except urban workers with permanent positions in the
formal sector, many workers would be deserted due to the
loopholes that can be found in the social insurance, which
would serve as the source for social conflicts since protection
for the vulnerable exposed to low wage and job insecurity is
being put on hold. However, there are also concerns for cau-
tioning against the expansion of welfare benefits offered to the

working poor. Under the circumstances, a solution is being ex-

5) Regarding this, policymakers of new emerging nations emphasize on the
growth paradigm while holding negative preception towards the welfare,
which is known to exert significant influence.



Theoretical Review 17

plored to satisfy multiple objectives of expansion of welfare
beneficiaries, control of welfare expenditure and prevention of
moral hazard all at once. Efforts are targeted at establishing a
series of pro-employment policies while expanding welfare
supports for groups unprotected due to the loopholes of social
insurance, especially the poor out of employment. This is to
find rationales justifying welfare expansion, control the pace of
the welfare expansion and to prepare safety measures for po-
tential moral hazard. This is why the LWW policies are deemed
to be a strategy that can kill two birds with one stone. Yet,
opinions differ regarding whether there are outcomes that ac-
tually meet the expectation.

For both developed and developing countries, the LWW poli-
cies are faced with the issue of an institutional reform.
Decisions shall be made about how to structure social in-
surance as well as unemployment and public assistance pro-
grams and how to reform respective system. Most of developed
nations pursue strategies that reinforce qualification criteria
applied to the exiting unemployment insurance system and that
enhance the workfare for beneficiaries of unemployment and
public assistance programs. During this process, unemploy-
ment assistance programs and public assistance programs can
be combined to generate maximum policy impact just as the U.
K. and Germany have done. On the other hand, developing na-

tions adopt strategies that introduce social insurance or a com-
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parable system or introduce a pubic assistance system for the
working poor or a comparable support system. For reference,
some Latin countries institutionalized public pension or un-
employment insurance intended for the working-age pop-
ulation through individual saving accounts while offering a
public assistance system for the elderly and children and
adopting an assistance system for the working poor for a lim-

ited period (Vodopivec, 2000).

(Table 2) Comparison of LWW policy characteristics between developed and

developing countries

T Developed countries Developing countries
ype .
(pro—downscale) (pro—expansion)
- Stabilize fiscal conditions |- More coverage
public pension | (extend payment period/ - control corporate and
adjust benefit) individual burden
- control expenditure .
unemployment - more coverage/raise salary

. - encourage employment/
insurance . - prevent moral hazard
improve moral hazard

. - consider whether to introduce a
- control expenditure

unemployment system
- - encourage employment/
assistance - prevent moral hazard/

improve moral hazard
encourage employment

- consider whether to introduce a
system (limited expansion)

- prevent moral
hazard/encourage employment

- control expenditure
encourage employment/
improve moral hazard

public
assistance

Source: Partial revision to a table presented by Lee Deok-jae et al. (2012)
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4. LWW policies of Korea, China and Japan

How can social security systems and LWW policies of Korea,
China and Japan be compared? First, it is necessary to mention
realistic difficulties: (1) It is difficult to utilize theories backing
existing welfare regimes. The Esping-Andersen’s welfare state
regime does not give an answer to which type East Asian coun-
tries are classified as. This is a challenge that needs to be
resolved. Of course, a number of scholars suggested various
theories, such as development-focused, family-focused and
Confucianism-focused welfare models, which have limitations
to represent these countries. In some respect, it might be fair
to say that Korea, China and Japan have three different welfare
regimes; (2) There are significant limitations in terms of liter-
ature needed for the comparative analysis. The literature on
Korea and Japan is relatively more accessible than that on
China, about which the amount of official statistics is greatly
lacking. Among OECD member nations, Korea shows the fast-
est rate of social expenditure increases since 2000 while China
experiences rapid changes in terms of its social security system
after the enactment of its social insurance act in 2010. Japan is
also in the process of reforming its entire social security system
after the government passed a bill to reform its social security
and taxation systems in 2012. In this respect, the limited in-

formation accessibility is reckoned to be the biggest obstacle to
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comparing social security systems of Korea, China and Japan.

What is clear is that the three countries of Korea, China and
Japan have developed in the different manner compared to
welfare states of the West, and their redistribution strategies al-
so differ greatly. In the mid 20th century, Japan's production
system and welfare system developed differently from those of
the Western countries. It is just the same for Korea and China.
As for Korea, the economy posted growth led by conglomerates
or chaebol under the authoritarian administration in the
19080s. And, the Chinese economy is growing rapidly through a
unique combination of a socialist political system and a capi-
talistic economic system since the 1990s. The common thread
of these countries is that the LWW approach was used or is be-
ing used to control welfare demand in line with strategies for
expanding employment and increasing income. Even though
they have disparate political and economic systems in different
global environments (at different times), they stabilized their
systems by expanding the middle class backed by increases in
earned income and by job security through phases of their eco-
nomic development. It is fair to say that they are small welfare
states that achieved rapid economic growth.

To be sure, the three countries of Korea, China and Japan
may appear to be closely related in that a second mover can
enjoy the benefit of policy implications from a first mover's

failures. This signifies that these countries are not intended for
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one-to-one comparison as if they are classified as the same
category but are just comparison objects at different devel-
opmental phases. They go through similar experiences in the
consecutive order of Japan to Korea then to China in terms of
economic and social security system development. Actually, the
three countries have exchanged or imported a number of mod-
els related to economic and social security policies among
themselves. As for economic policies, for instance, Japan's plan
for doubling the national income®, which was formulated in
the 1980s, has greatly influenced Korea in the 1980s and China
in 2010 in terms of their policies designed for expanding the
middle class. It is similar for welfare policies since Japan's live-
lihood protection system or its long-term care insurance had
big impact on Korea's public assistance system or long-term
care insurance to be built up. During the process of in-
dustrialization and deindustrialization, Japan experienced the
issue of dualistic welfare, which would present a number of im-
plications for Korea and China when they pursue LWW policies
and welfare reform.

Many social issues facing the three countries of late make
this comparative study more interesting. Cases may be ex-

treme, but these countries have all made to the top ten list in

6) The lkeda Cabinet of Japan accepted a proposal made by the economist
Shimomura Osamu in 1960, which resulted in the adoption of a plan for
doubling the national income so as to enhance the public's purchasing
power. And, the Japanese national income actually more than doubled in the
late 1960s.
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terms of both economic growth rate as well as suicide rate. In
addition, They already have or are highly likely to have the is-
sue of a dualistic or dual-structured social security system. It
was possible to maintain the status of a small welfare state by
expanding employment and increasing earned income during
the times of industrialization and rapid growth. However, the
globalization, deindustrialization and low growth are underway
while the labor becomes dualistic. Also, the income gap is wid-
ening while the population is aging quite fast. It is difficult to
weather the current conditions as a small welfare state. Japan
tried to tackle its dualistic social security system in the 1970s,
which resulted in vain. Korea has also taken a strategic direc-
tion to expand its social security since the 1990s but is still
faced with issues of dualism and systemic loopholes. China has
similar issues as well. Therefore, this points to a need to en-
hance new LWW policies that promote employment of the vul-
nerable and to take preemptive measures that address diverse
problems arising from the welfare expansion.

The table below classifies major social security systems into
social insurance, public assistance programs and social services
while providing details about how each system has been in-
troduced and reformed by the three countries of Korea, China
and Japan. Of course, the table does not include all the major
systems pursued by each country or all the trends related to

welfare reform. Still, the table offers insights into how to un-
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derstand social security systems of the three countries from

perspectives of respective developmental phase or recent

issues.

(Table 3) Structure and introduced year of social security systems of Korea,

China and Japan

Korea

China

Japan

Public pension

- National pension (88)

- Pension for specialized
workers

- Pension for government
employees (60)

- Pension for teachers
(75)

- Pension for military
personnel (63)

Endowment insurance

- Basic endowment
insurance for urban
employees (97)

- National/corporate
endowment insurance

- Endowment insurance for
urban residents

- New endowment insurance
for the rural community

Public pension

- Welfare

- Insurance (the
employed, 41)

- National pension (the
self-employed, 61)

- Pension deduction
(public officials, 41)

Health insurance (63)
- employed subscriber
- district subscriber

Medical insurance

Basic medical insurance
for urban employees (98)
- Medical system at public
expenses (52)

Basic medical insurance

Health insurance
- Health insurance
(the employed, 22)

Social for urban residents - Private health insurance
insurance - New and cooperative (the self-employed, 38)
medical care for the rural
community (03)
Occupational health and |Industrial accident insurance Labo]r( insurance
safety insurance (63) (51) gwor er compensation
insurance, 47)
Unemployment insurance
(86)
Maternity insurance (51)
. - Maternity insurance for Labor insurance
Unemployment insurance | oo ployees (94) (Unemployment
©3) - Maternity insurance for insurance, 47)
urban residents (09)
- Planned maternity
insurance (07)
Long-term care insurance ~ Long-term care insurance
for the elderly (08) (00)
Livelihood Protection Act |livelihood protection
61) - urban: Minimum livelihood|Livelihood Protection Act
Public - Basic Livlihood protection (95) (46)
assistance |Security Act (99) - rural: System to support |Revised Livelihood

Medical Care Assistance

orphans, the elderly, the

Act (01)

handicapped and children

Protection Act (46)
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Korea

China

Japan

Emergency Aid and
Support Act (06)

with clothing, food,
housing, healthcare and
funeral (56), Minimum

livlihood protection system

049

Emergency assistance
(natural disaster,
temporary assistance)
Special purpose assistance

(healthcare/education/hous

ing)

Social

service
and social
benefit

Social service

- Welfare service for the
elderly

- Welfare service for the
handicapped

- Welfare service for
children

- Housing support
service, etc.

Social service

- Welfare service for the
elderly

- Welfare service for the
handicapped

- Welfare service for
children

- Housing support service,
etc.

Social service

- Welfare service for the
elderly

- Welfare service for the
handicapped

- Welfare service for
children

Social benefit

- Basic pension for the
elderly (08)

- Pension for the
handicapped (10),
benefit for the
handicapped with mild
disabilities, benefit for
the handicapped
children

- Child-rearing benefits
09)

Social benefit
- Welfare benefits for the
elderly, etc.

Social benefit

- benefits for children

- benefits for the
handicapped

Source: Dae-Myung No & Jee-Hyun Chun (2012). Partial revision to the table.

Some say that social insurance is over while others say that

social insurance is the only alternative. However, it is clear that

the current social insurance system is accompanied with sys-

temic loopholes that are huge and unfair. Social insurance is

strongly supported by people who enjoy the most benefits but

is being challenged continuously. At the same time, it is irre-

sponsible to argue that an individual shall be responsible for

own life. With rapid structural changes in industries and labor



Theoretical Review 25

markets in the 21st century, an individual's fate is no longer
decided by oneself. Under this backdrop, it is immoral to adopt
an approach of personal savings as a means for individuals to
be responsible for their own life. This is a common challenge
facing countries of the non-West at the moment. It is difficult
to raise the rate of social insurance subscription up to 90% just
as Buropean countries managed to do in the mid 20th century.
This calls for another alternative to solve issues of job in-
security and low wage, which are being observed in the labor
market, as well as loopholes within the welfare system.

Recent policy trends found in the three countries of Korea,
China and Japan confirm that there are more supports for the
working poor or the vulnerable, which is being attested by
Japan's support system for job seekers, China's support system
for rural migrant workers in urban cities and Korea's earned
income credit. This clearly shows that policy efforts are being

intensified to close loopholes of the social insurance system.

5. Workfare policies of Korea, China and Japan

The emergence of the working poor in Korea, China and
Japan is driven by similar forces found in welfare states of the
West, such as deindustrialization, deepening job insecurity,

changing family structure, poverty and income inequality. It is
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necessary for the three countries, however, to make consid-
erations of workfare policies just as the West has done. Welfare
benefits for the working poor provided by the three countries
are not as expansive as those by the West. In this respect, it is
worth considering whether a conditional support program is
really a negative thing. Even if conditionality that comes with
negative connotation is preconditioned, offering welfare bene-
fits can be regarded more positive.?” On the other hand, it is
doubtful whether a conditional approach would generate ex-
pected outcomes of employment support in countries where
the working poor are not heavily dependent on the welfare.
The following four aspects can offer insights into these
issues. First, public assistance systems of East Asian welfare
states are not generous enough to cause moral hazard among
welfare beneficiaries considering the size of beneficiaries and
the level of benefits. As of 2010, there are 3 million to 4 million
beneficiaries of public support or unemployment support sys-
tems out of the entire working poor in France or Germany.
And, more than half of the beneficiaries are out of employment

for a long time. The strength of the welfare system can be at

7) For welfare states of the West, conditionality focuses on encouraging the
adult unemployed to find employment. On the other hand, Conditional Cash
Transfer Programmes (CCTs) of underdeveloped countries or new emerging
countries can be understood differently than those found in the West in that
such programmes are preconditioned not to allow beneficiaries to work or to
pay educational expenses for their children. Examples are programs, such as
Oportunidades of Mexico and Bolsa Familia of Brazil.
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the center of political and social controversies. On the con-
trary, public assistance systems of Korea, China and Japan do
not easily grant beneficiary entitlement to the working poor.
For reference, Korea's basic protection system provides the
beneficiary entitlement even to workables. But, the number of
beneficiaries just stands at about 260,000 people as of 2012,
which accounts for just 10% of the entire working poor.
Second, it is hard to say that the working poor has weak com-
mitment to employment. This can be confirmed by the ratio of
the long-term unemployed among the welfare beneficiaries. Of
late, the number of the long-term unemployed is rising in
Japan, which does not mean the ratio of the long-term un-
employed among welfare beneficiaries. This is due to the fact
that there are not many welfare beneficiaries among the work-
ing poor. Even in the case of Korea, the proportion of the un-
employed among the working poor receiving welfare benefits is
significantly small, much of whom demonstrate quite limited
capabilities in terms of finding employment. If looked at from a
different angle, this means that certain beneficiaries, such as
workables or even the handicapped or the elderly, have to work
to supplement lacking income amidst a situation where it is
difficult to sustain a life just by depending on a very small
amount of welfare benefits. Third, East Asian countries have al-
ready taken strong measures for their public assistance systems

to prevent moral hazard. This is related to the way a duty to
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support is applied, which is adopted by all the three countries
of Korea, China and Japan. Korea and Japan specifies criteria
applied to a person with duty to support under their Basic
Livelihood Protection Act and Livelihood Protection Act while
there is no law related to the public assistance system in China.
Still, China decides a beneficiary's eligibility based on the ex-
istence of family members or relatives, which could be deemed
as de-facto criteria applied to a person with a duty to support.
Fourth, the level of welfare benefits in each country is not high,
which is also an issue in most of countries. This signifies that it
is hard to sustain a minimum level of livelihood just by depend-
ing on welfare benefits. With the low level of benefits or a small
amount of benefits, one has to find work even in the informal
sector in order to sustain livelihood. This shows that the con-
ditions were not ripe for East Asian countries to introduce a
workfare system for the workables. Nevertheless, most of East
Asian countries introduced a workfare system. Of course, how
the system was institutionalized differs by country. But, a strat-
egy was chosen to encourage the workables to find employ-
ment and to wean off the welfare benefits. Korea enacted
National Basic Livelihood Protection Act in 1999, which led to
the introduction of a workfare system that provides allowance
to beneficiaries of a public assistance system with the capa-
bilities to work on the condition of their labor force

participation. If the conditions are not met, then the allowance
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is partially slashed. This is a similar to existing welfare systems
and is also similar to Temporary Assistance for Needy Families
(TANF) of the United States. And, Japan has developed policies
to support the unemployed by establishing Job Seeker Support
Programme (JSSP) in 2001. The way the workfare system func-
tions is not based on the existing livelihood protection system
but is based on a separate system for the unemployed. Unlike
Korea and Japan, China does not have a nationwide workfare
policy in place while some local governments pursue workfare
policies separately. Some Asian countries have even taken a
measure to limit a benefit period.

However, criticism against workfare systems of East Asian
countries is also intense (Chak et. al., 2012 : 163). The criticism
is mainly about the following. Unlike the Western welfare
states, East Asian countries pursue workfare policies not to re-
duce welfare dependency but to prevent the dependency. This
is heavily driven by strong labor ethics of Asian countries and
especially by the notion that people who can work have to
work to be independent. In fact, a workfare system can become
effective depending on the quality of a program that gives new
job opportunities to the unemployed, qualified manpower to
provide welfare support, comprehensive legislation of employ-
ment protection and the government’'s commitment to job
creation. To this end, sufficient investments are required. In

this respect, a workfare system is a social policy program that
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incurs high costs. Still, many workfare systems of East Asian
countries are not preconditioned on sufficient financial sup-
port to encourage the working poor to find employment and to
escape poverty. For these countries, a workfare system is an
employment promotion program that comes at a cheap price
and is just being used as a rationale to justify a vulnerable pub-
lic assistance system. And, the purpose of such program is
clear. It aims to force the working poor to find low wage jobs
or to get family support instead of governmental support. In
terms of employment policy, this is to control wage by expand-
ing or maintaining low-paid labor supply in the labor market.
And, in the aspect of welfare policy, this is to encourage the
working poor to give up on workfare benefits through
stigmatization. In this respect, the workfare is being used as a
new rationale for justifying the suppressive stance taken on the
poor. For this reason, it is not surprising to see that the work-
fare system is not making any practical contribution to improv-
ing the employment rate of heads of single-parent households,
the homeless, the long-term unemployed and others or to in-
creasing the rate of people moving out of poverty. This is be-
cause workfare is reckoned to have emerged in Fast Asian
countries not for redressing the issue of welfare dependency

but for justifying insufficient welfare.
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Review of Lww Policy
Environment

No country can ensure the stability of its social system unless
it is built on a close relationship between work and welfare
since the Linkage between Work and Welfare (LWW) illustrates
how production, distribution, and redistribution are organized.
What is problematic is that an increasing number of countries
are experiencing an imbalance between work and welfare in
the 21* century. In reality, the issue translates into the growing
population of the working poor. Korea, China, and Japan, of
course, are no exceptions to this trend, which calls for
strengthening of LWW policies.

However, these policies vary in their nature depending on
the country, and the difference may be explained from the fol-
lowing three perspectives.

First is a historical perspective of industrialization and
deindustrialization. Japan and Korea had not seen the necessity
to strengthen their social security systems as long as the virtu-
ous cycle of growth and distribution or “industrialization — in-
creases in employment — increases in earned income — ex-
pansion of the middle class — decreases in poverty rate”
continued. However, the start of deindustrialization and the

spread of unemployment and job insecurity led to the rise of
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the working poor or the fall of the middle class. Japan was first
to encounter the issue, which is now common in Korea as well.
In the case of China, industrialization is still underway and the
formation of the middle class is still at an early stage. This in-
dicates that the LWW policies of Korea, China, and Japan are
closely related to the degree of deindustrialization.

Second perspective is from the angle of social security system
that encompasses labor market policies as well as welfare
policies. The approach examines the characteristics of the la-
bor market and welfare policies of each country as they experi-
ence deindustrialization, more flexibility in their labor market
and aging population. While insecurity exacerbates in the
Korean, Chinese, and Japanese labor markets, it appears that
relevant policy intervention is yet to take place. Likewise, in-
tervention in terms of welfare policies wi accompanied with
the issue of dualization. The globalization, increased flexibility
in the labor market and aging population undermine the sus-
tainability of the social insurance-based social security system.
In other words, welfare expenditure is on the rise driven by the
aging population, unemployment and poverty while financial
expansion through the social insurance system falls short of
expectation. In order to address this issue, it seems inevitable
to seek measures to strengthen the linkage between the social
insurance system financed by contribution and the public assis-

tance system financed by taxation.
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Third is a perspective of comparing the LWW policies of
Korea, China, and Japan to identify similarities and differences.
It seems that welfare states in East Asia have long shared com-
mon denominators of low-level welfare and labor-centered
policies. These characteristics were demonstrated through the
development of the welfare systems in East Asian countries.
However, the welfare states in East Asia now appear to stand at
a crossroads. They can either reinforce the workfare strategy
by applying stricter conditions to welfare beneficiaries amidst
the low-level welfare environment or adopt a new LWW strat-
egy that controls a range of factors generating the working
poor. At the moment, it is difficult for Korea, China, and Japan
to avoid the rising welfare expenditure. Due to the aging pop-
ulation and the dissolution of traditional units of family, de-
mand for welfare is on the rise. Furthermore, worsening struc-
ture of employment and income distribution is only fuelling the
demand. Against this background, policy directions addressing
the working poor would serve as a yardstick that determines

future growth strategies.

1. Success case of a development-focused model:
Upside and downside

For Korea, China and Japan, it is not an overstatement to say

that “traditional” LWW policies are actually low-level welfare



36 Comparative Study on Policies linking Welfare and Work in Korea, China and Japan

policies with the focus on growth and employment. Welfare
policies held an insignificant position in the East Asian devel-
opmentalism model aimed at expanding investments and creat-
ing jobs. This is reflected in the expression that says “Jobs are
the best welfare program.” This is often quoted by politicians in
Asian countries, such as Korea, Taiwan, Japan, and China, and
even by European politicians.

The significance of growth and job creation cannot be
overrated. Undoubtedly, it forms the basis of a welfare state.
Under the virtuous cycle of {economic growth — job creation
— income distribution), there is no substantial increase in wel-
fare demand, which ensures sufficient fiscal capacity to expand
welfare programs. However, the expansion of the social se-
curity system is highly unlikely during a rapid growth period,
for there is no urgency to do so. Therefore, many countries
tend to make a decision to expand their social security systems
only when the virtuous cycle of growth and distribution is
broken. This is when welfare demand rises and fiscal revenues
decline. This is what Japan and Korea are faced with at the

moment.
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(Table 4) Per capita GDP and its growth rate of Korea, China, and Japan

US dollars per capita % change per capita

1990 2000 2005 2010 90~00 00~05 05~10
China 464 1,130 1,746 2,895 9.3 9.1 10.6
Japan 31,035 33,931 36,016 36,184 0.9 1.2 0.1
Korea 8,383 14,749 17,959 21,119 5.8 4.0 3.3
Europe 18,957 22,946 24,953 25,731 1.9 1.7 0.6
N. America 31,004 38,827 41,627 41,296 23 1.4 -0.2
World 5,681 6,463 7,002 7,365 1.3 1.6 1.0

Source: OECD Statistics

Korea and Japan achieved rapid growth in the 20" century,
which was globally unprecedented, and experienced the virtu-
ous cycle of growth and distribution by expanding the middle
class®). In the 20™ century, the middle class played a critical
role, both politically and economically. They are the driving
forces behind political stability, hold strong purchasing power
and support the social security system by reducing welfare de-
mand while paying taxes. In this respect, the growth of the
middle class was an integral part of the virtuous cycle of
growth, distribution, and redistribution.

Japan is a typical example of a country that has achieved the

virtuous cycle of growth and distribution by expanding its mid-

8) The middle class can be defined in two ways - subjective to self-assessment
by individuals or an income-based analysis. But the problem lies in how to
define the income standard for the middle class. There are two measures to
address this — household with earnings of 50% to 150% of median income or
those with daily spending of between $10 and $100 (OECD) can be
considered as the middle class. For the global comparison, both measures
can be used.
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dle class. Its growth model greatly affected Korea and China. As
widely noted, by the mid-1960s, Japan became a society with
“100 million social members who are reckoned to be the mid-
dle income class (1f&f@r#it&).” This is a society where 90% of
the Japanese identified themselves as the middle class. This
growth model was based on robust saving and investment
paired with education and good-quality and cheap labor during
the industrialization era. However, from a different viewpoint,
the model was also built on the intrinsic linkage between work
and welfare. The contribution-based social insurance system
served as the backbone of the model, which emphasized
self-reliance through labor and the role of the family. Korea,
too, adopted this model in the 1970s. Certainly, those who con-
sider themselves as the middle class in Korea are believed to be
less than 90%. However, the middle class grew at a rapid pace
from the mid-1980s, reaching 75.4% of the total population by
1990. This corresponds to the trend towards declining poverty
rates and improving income inequality. In other words, Korea
and Japan have established a LWW model of the industrializa-
tion era or a low-level welfare linkage model.

However, the winning streak faced a challenge. The oil shock
in the 1980s followed by the globalization and deindustrializa-
tion in the 1990s triggered a number of problems including the
loss of high quality jobs, widened wage gap between regular

and non-regular workers and serious income inequality in
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general. The country entered the so-called “classed society.”
The collapse or the decline of the middle class also took place
in Korea during the 1997 Asian financial crisis. The size of the
middle class quickly shrank from 75.4% in 1990 to 67.7% in
2011, which triggered the so-called polarization debates.9
Rapid changes in the employment structure due to dein-
dustrialization aggravated poverty and income inequality.
However, Korean and Japanese social security systems of the
time were somewhat vulnerable to handle these issues. This can
be attributed to the dual structure of their social security sys-
tems, which only further worsened the income gap and poverty
instead of redressing them. It is challenging to address these is-
sues through a low-level welfare strategy that controls welfare
demand by employment, a social insurance system that is pre-
conditioned on good-quality and standardized jobs and a limited
role given to the public assistance system. This calls for a new
strategy that introduces new types of jobs, links social insurance
with public assistance while connecting welfare with work.

What about China? Does the country adopt a traditional
growth strategy similar to those implemented by Korea and
Japan? Recent increases in the minimum wage and policies for
boosting income in China seem to mirror Japan's policies that

have expanded its middle class in the 1960s. China needs to

9) Kim Dong-yeol (2011), (Structural Changes of the Middle Class in Korea),
Hyundai Research Institute
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expand its middle class who have the purchasing power in or-
der to shift away from the industrialization stage to a domestic
demand-based growth model. The expansion of the middle
class is also necessary to achieve the virtuous cycle of growth
and distribution. The growth of the middle class, however, has
fallen short of expectations until recently. Many expected that
China’s middle class would rise at a rapid speed, but the cur-
rent size of the middle class has failed to meet these
expectations.10 According to the report by the Brookings
Institution, the Chinese middle class reached 160 million. Still,
it only accounts for just 10% of the entire population. By 2030,
however, China will become a society where the middle class
represents 70% of its total population.1]) But, the country is
currently experiencing worsening income inequality. The Gini
coefficient slightly decreased in OECD countries in the mid and
late 2000s. On the contrary, the figures of Korea, China, and
Japan showed slight increases. In particular, China's Gini co-
efficient rose dramatically, from 0.439 in the mid 2000s to
0.469 in the late 2000s. The already high level of income in-
equality exacerbated to a serious level in the mid 2000s. In an-
other data, China’s income inequality (Gini coefficient) re-
portedly grew almost by 53%, from 0.32 in 1992 to 0.49 in 2009.

The widened income gap between the urban and rural pop-

10) See Chapter 5 of this study.
11) Homi Kharas(2011), {The Emerging Middle Class in Developing Countries,
Brookings Institution
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ulation as well as the gap between rural migrant workers and ur-
ban dwellers are believed to have left major impact. In this re-
spect, it is fair to say that China is at a crossroads — whether to
retain the dualization of the social security system under the
low-level welfare strategy that just stresses job creation, or to de-
velop a new LWW strategy that can address current this situation.

The LWW policies of Korea, China, and Japan should be con-
sidered in the «context of the globalization and
(de)industrialization. While being under the same environment
of the globalization, the industrial structure of each country is at
two different stages of industrialization or deindustrialization. A
basic direction for the LWW policies is being affected. The
globalization in the 21* century is a massive trend, which af-
fects all the countries. The trend drives a huge amount of cap-
ital and a great number of companies to move from advanced
nations to new emerging countries, such as China, India, and
Brazil. Developed countries see the deindustrialization picking
up its speed, which leads to less workers in the manufacturing
sector and more workers in the service sector. On the other
hand, new emerging countries experiences more workers in the
manufacturing sector and massively more people as the middle
class during the industrialization process. From this per-
spective, the LWW policies bear different meanings to Korea,
Japan, and China. Korea and Japan should seek a new strategy

linking work and welfare in consideration of low growth and
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deindustrialization. As for China, it needs to pursue a LWW
strategy built on high growth and industrialization. However,
China should learn from the two countries’ mistakes, meaning
it needs to develop a strategy that advocates growth while ad-
dressing job insecurity, income gap and the dualization of a so-

cial security system.

(Table 5) Changes in employment rate by industry of Korea, China, and Japan

1991 2000 2005 2010
Agriculture 59.7 50.0 44.8 -
China Industry 21.4 22.5 23.8 -
Services 18.9 27.5 31.3 -
Agriculture 6.7 5.1 4.4 3.7
Japan Industry 34.4 31.2 27.9 25.3
Services 58.4 63.1 66.4 69.7
Agriculture 16.4 10.6 7.9 6.6
Korea Industry 36.0 28.1 26.8 17.0
Services 47.7 61.2 65.2 76.4

Note: % of sectoral employment in the total employment
Source: UNESCAP, Statistical Yearbook for Asia and the Pacific 2012

Past successes often deter changes to be introduced to policy
paradigms. The belief that “jobs are the best welfare program”
is definitely a valid point. However, it should be noted that the
statement is valid at a specific time in a certain environment. In
an era where the globalization facilitates the capital mobility
and makes the labor market more flexible and where the dein-
dustrialization churns out low-pay, non-regular jobs in the

service sector, the situation might be exacerbated without im-
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proving anything if fixated on previous successes. In fact, the
LWW policies of Korea in the 21 century shall not be based on
the existing methods of solving problems just by job creation
and employment facilitation. A new approach is required,
through which welfare expansion is conducive to job creation
and employment facilitation. It literally calls for the linkage be-
tween work and welfare. Having said that, an argument that
jobs are still the best welfare program may be read as political
rhetoric to avoid welfare expansion or as attempts to replace
welfare policies with low-cost job programs. This is not irrele-
vant with the tendency to see the LWW policies in the same
light as the workfare policies that force welfare beneficiaries to

find employment.

2. The rise of the working poor and issues facing
social security system

Given large loopholes in the social insurance system, a num-
ber of institutional approaches to protect the working poor are
necessary. It is critical to root out the causes behind the emer-
gence of the working poor at the outset through the minimum
wage system or employment protection act. In addition, efforts
should be made to encourage reemployment before un-
employed workers remain jobless for a long time and fall into

poverty. Outcomes can be expected when unemployment ben-
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efits are offered in combination with active labor market poli-
cies and various labor incentives. As for the already impov-
erished groups, they should be adequately protected through a
public assistance system. However, this case also calls for
stronger strategies intended to facilitate employment. The rea-
son for this lengthy explanation is to emphasize that western
approaches to the linkage between work and welfare are not
necessarily desirable in that such approaches provide stronger
income grantee for the working poor through public assistance
programs and set conditions accordingly.

Currently, the problem of the working poor in Korea, China,
and Japan have one thing in common - the considerably low
unemployment rate. The unemployment rate in Korea drifted
upward immediately following the 1997 Asian financial crisis
and 2008 global financial crisis. However, the unemployment
rate in 2012 was significantly low at 3%. Japan, too, experi-
enced a climb in unemployment rate in the aftermath of the
2008 global financial crisis. However, its employment rate in
2012 stood at a mere 4%. China’s unemployment rate in 2012
was also about 4%. Having noted that, the unemployment rate
may not be the best indicator to represent the reality facing the
working poor. In fact, the issue that the three countries are en-
countering is the high poverty rate despite the low unemploy-
ment rate. This indicates that the growth of the working poor is

not only attributable to unemployment but also to job in-
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security as well as low wage.

Then, how can one explain the characteristics of the prob-
lem of the working poor in Korea, China, and Japan and those
of relevant social security systems? In this regards, the environ-
ment that created the working poor may be examined in the
context of labor market conditions. Then, as policy inter-
ventions against it, the state of labor market policies and wel-
fare policies can be reviewed. The following table is a brief
summary that compares economic conditions, employment
conditions, income distribution structure as well as the charac-
teristics of labor market and welfare policies of Korea, China
and Japan. In general, the dualization is underway in terms of
earned income and the social security systems. In other words,
those who are highly vulnerable to unemployment in relative
terms are paid less for their labor and are marginalized in the
welfare system as well. This indicates a need to focus on LWW
that prevents job insecurity from spreading in the labor market,
brings the minimum wage to the market price, facilitates sub-
scription of social insurance and expands support for the
working poor through the public assistance system.

Needless to say, it is a question of combining policies rather
than opting for a particular policy. While minimizing the occur-
rence of poverty in the labor market and facilitating sub-
scription to social insurance, it is necessary to connect the pub-

lic assistance system with overall policies that provide strong
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work support to help protect the working poor created regard-
less of such efforts. In the cold light of day, Korea and Japan
may face limitations in boosting social insurance coverage with
China being no exception. Against this backdrop, it is not a
stretch to say that what is required as a policy is a new LWW
policy that enhances the linkage between the social insurance

system, public assistance system and work support programs.

(Table 6) Environment and characteristics of LWW policies of Korea, China

and Japan
Korea China Japan
Average economic growth
rate (20009) 4.6% 10.3% 0.9%
Level of deindustrialization
. (employees in the service 67.8% 33.2% 67.3%
Econom}c industry)(2008)
and social
conditions Unemployment rate (2012) 3% 4% 4%
Percentage of non-regular _
workers (2011) 23.8% 13.7%
Relative poverty rate (late 2000s) 15.0% - 15.7%
Employment protection for
%abor market temporary workers (EPL) 213 L.75 0.88
actors Minimum wage to average wage 34.5% - 33.3%
Unemployment insurance 67% 18.7% 75%
Welfare coverage (2011) (2012) (2005)
policy factors | Public assistance take-up
rate (2012) 5% 6.6% 1.7%
Public social expenditure 6.5%
(2010) 9.2% (2007) 22.3%
Level of Unemployment benefit as a
social ploy 0.4% - 0.4%
. percentage of GDP (2009)
expenditures ALMP as a percentage of
GDP (2009) 0-6% ) 0.4%

Source: OECD.stat ; OECD Factbook 2011 : ADB statistical yearbook 2012 ; China
Statistical Yearbook 2012 ; UNESCAP Statistical Yearbook for Asia and the
Pacific 2011



Review of Lww Policy Environment 47

3. Comparison of employment and welfare policies
of Korea, China and Japan

In-depth comparison of the labor market policies of Korea,
China and Japan is as follows.

First, Employment Protection Legislation (EPL) of Korea,
China and Japan has greatly contributed and is contributing to
job dualization. Korea and Japan saw steady increases in the
number of non-regular workers in the 1990s, and the employ-
ment protection measures have been discriminately applied to
regular works and non-regular workers. In fact, employment
protection for temporary or dispatched workers has been rap-
idly incapacitated in practice. Recently, however, there is a
move on the part of governments to introduce a variety of poli-
cies designed to protect non-regular workers. Still, more meas-
ures are greatly desired. China also has highly stringent em-
ployment protection for regular workers, but a number of la-
borers in the private sector are still unprotected. Yao Jianping
thinks that China is struggling with the working poor problem,
which is driven by the rise in the number of non-regular work-
ers hired mostly by the private sector rather than state owned
enterprises. It is straightforward that all the three countries
have experienced labor dualization in terms of earned income
and job security since the 1990s and that groups exposed to

relative job insecurity and low wage mostly turn into the work-
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ing poor (Goishi, 2011; Osawa et. al, 2012; Yao Jianping, 2011;
No Dae-Myeong et al., 2011).

[Figure 1] Employment protection index for temporary workers in Korea,

China and Japan

Source: OECD indicators of Employment protection

Second, the minimum wage is insufficient to tackle poverty
in Korea, China and Japan. Of course, some people might op-
pose to this by saying that raising the minimum wage as a poli-
cy may exacerbate unemployment and the working poor issue.
Moreover, an hourly wage as well as the scope of its applica-
tion are important when it comes to the minimum wage since
the lack of legally binding power may lead to loopholes in
application. Having mentioned this, the level of the minimum
wage and its application still bear significant importance. The

minimum wage in Korea and Japan as a percentage of average
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wage of full-time employees is relatively lower than that of ma-
jor European countries. In the Figure below, the minimum
wage in France is close to 50% of the average wage of full-time
employees and in Britain it is also nearing 40%. In contrast, the
minimum wage in Korea and Japan stands at 35% and 33% of
average wage of full-time employees respectively as of 2012.
Lacking nationwide data, China's minimum wage varies from
region to region with steep increases of about 11%~20% in the
past few years. However, it may compensate the stagnant rise
in the minimum wage in contrast to the historic economic

growth rates.

[Figure 2] Changes in minimum wage as a percentage of average wage of

full-time employees in major countries
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Third, the scope of application of the unemployment in-
surance system designed to ensure income guarantee for the
unemployed is different. It matters how the unemployed is pro-
tected when they lose their jobs. It is evident that the percent-
age of non-regular workers affects coverage of the unemploy-
ment insurance and take-up rate of unemployment benefits.
Korea, China and Japan witnessed a rise in the number of
non-regular workers in the late 1990s, which suppressed cover-
age of the unemployment insurance to the great extent. In fact,
the number of subscribers of the unemployment insurance
among workers aged between 15 and 64 climbed down from
80% in 1995 to 75% in 2005 in Japan. The unemployment in-
surance coverage of non-regular workers is recorded approx-
imately at 67% (Duell et al., 2010 : 87). According to the
National Bureau of Statistics of China, the number of wage
earners stood at 764.2 million in urban and rural areas. Of
them, approximately 143.17 million are covered by the un-
employment insurance.12 This means that about 18.7% of wage
earners are protected by the unemployment insurance.
However, it should be noted that China underwent crucial re-
forms then to enact Social Insurance Law in 2010. This means
that a sharp rise in the unemployment insurance coverage is
expected afterwards. Nevertheless, taking into account China’s

industry and labor structures, the social insurance coverage

12) See table 4-2 in the China Statistical Yearbook 2012.



Review of Lww Policy Environment 51

stalling at a certain level may be a probable outcome. In Korea,
there are two reasons why the role of the unemployment in-
surance is fairly limited. One reason is that the self-employed
account for a large proportion of the employed, limiting the
function of the unemployment insurance to protect those out
of jobs. For reference, the percentage of the self-employed is
more than two times greater than those of Japan or China.13)
The other reason is that the number of those not covered by
the unemployment insurance is extremely large as the number
of non-regular workers is on the rise. In the Figure below, the
unemployment insurance coverage for non-regular workers in
2011 is considerably low at 42.3% compared to that of regular

workers, which is improving very slowing.

(Table 7) Changes in social insurance coverage by occupational status of wage

earners in Korea

04.08 | 05.08 | 06.08 | 07.08 | 08.08 | 09.08 | 10.08 | 11.08

National Regular | 725 | 75.7 | 76.1 | 763 | 77.3 | 789 | 78.4 | 79.1
pension
(Workplace) [Non-regular| 37.5 | 36.6 | 382 | 40.0 | 39.0 | 382 | 38.1 | 382

Health Regular | 73.8 | 759 | 76.1 | 76.7 | 78.0 | 79.8 | 79.5 | 80.9
insurance
(Workplace) Non-regular| 40.1 37.7 40.0 42.5 41.5 43.4 42.1 44.1

Employment | Regular 61.5 63.8 64.7 64.3 65.8 67.6 75.7 | 77.4
insurance Non-regular| 36.1 34.5 36.3 39.2 39.2 42.7 41.0 42.3
Source: Statistics Korea, KOSIS

13) In 2009, the self-employed is estimated to account for 30.0% in Korea,
15.3% in China and 12.1% in Japan. Figures for Korea and Japan are based
on OECD.stat data and that of China is calculated based on the China
Statistical Yearbook 2010.
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Fourth, it concerns the scope and role of the public assis-
tance system as the safety net of the last resort, which the
working poor will depend upon. Since the 1990s, the working
poor has continued to expand. From 1997 to 2002, the working
poor in Japan is estimated to have jumped up to 6.2% from
3.9% (Goishi, 2011 ; Murakami, 2011). In addition, the working
poor (the employed poor) in Korea is considered to have clim-
bed up from 9.5% in 1997 to 11.1% in 2011 (No Dae-Myung,
2013).14) China faces a unique problem regarding the working
poor. As the absolute poverty rate has seen a sharp decline in
the past decade, the number of the poor among workers is
considered to have significantly dropped compared to the past.
With low income earners mainly consisting of rural migrant
workers and students entering the scene, it is necessary to
strengthen support for the working poor in the future.
However, policies supporting the working poor may take a dif-
ferent form from those of Korea or Japan in terms of economic
situation and employment structure.

Then, how many of the working poor are covered by the
public assistance system in Korea, China and Japan? Focusing
on the livelihood allowance system, this study will also look at
the number of recipients of welfare system for the low income

class as far as data allows. It should be noted that the Figure

14) The growth of the working poor is estimated to increase further if the
unemployed poor and one-person households are counted as well.
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below needs to be supplemented as it does not cover entire
public assistance systems of each country. First, Japan's public
assistance system protects about 2.13 million or 1.67% of the
total population as of July 2012.15 As of 2013, Korea's basic
livelihood guarantee system covers approximately 3% of the to-
tal population. The figure rises up to about 5% of the total pop-
ulation if the recipients of the low income welfare system are
factored in.16) As of 2010, China's public assistance system is
estimated to cover 6.0% of the total population when factoring
in recipients of both the minimum livelihood guarantee system
and the system to support orphans, the elderly, the handi-
capped and children with clothing, food, housing, healthcare
and funeral. The figure rises to approximately 6.64% if recipi-
ents of all the other temporary assistance systems in urban and
rural areas are all considered.17)

Do the public assistance systems of each country adequately

15) Akiko S. Oishi(2013), “Child Support and the Poverty of Single-Mother
Households in Japan”, <IPSS Discussion Paper Series), National Institute of
Population and Social Security Research

16) The basic livelihood guarantee system of Korea protects approximately 1.36
million or 3.0% of the total population as of 2013. When recipients of
numerous low income support systems are factored in, the figure is
estimated to reach about 5%~6%.

17) According to the Statistical Yearbook by the National Bureau of Statistics of
China, the number of the recipients of both the minimum livelihood
guarantee system in urban and rural areas and the system to support
orphans, the elderly, the handicapped and children with clothing, food,
housing, healthcare and funeral in rural areas is expected to record
approximately 80.81 million. The figure increases to 89.07 million when
those covered by numerous other temporary assistance systems are
considered as well. They account for 6.03% and 6.64% of total population
respectively.
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protect the working poor? Each country has a different set of
selected criteria (such as income and property standards as well
as provider standards), level of benefits and other related
standards applied to the workables. In Japan, poor workables
have difficulty in becoming eligible beneficiaries of the live-
lihood protection system. Among those receiving benefits un-
der the livelihood protection system for 10 years from 2002 to
2012, nevertheless, the number of other households, namely
the generation with a high proportion of the working poor, has
risen fourfold from 72,403 to 287,968.18) This indicates that the
rising number of the working poor resulted in changes in
Japan's livelihood protection system in terms of increased
number of benefiting households. In China, no detailed data is
collected regarding the number of poor workables receiving
benefits of the public assistance system. In Korea, there is no
explicit discrimination against poor workables in determining
eligibility for the public assistance system. In 2012, the benefi-
ciaries of the basic livelihood guarantee system amounted to
about 1.41 million. Among them, approximately 260,000 or
18.4% are workables. If family members supported by these
people are factored in, the figure reaches about 40%. The em-
ployed totalled about 120,000, which implies that 46% of the

workables are participating in the labor activities (No

18) This figure is quoted from analysis results of a research on the protected
(November of Heisei Year 24) by the Ministry of Health, Labour and
Welfare.
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Dae-Myung, 2013b). It is interesting that the working poor in
Korea continued to grow while the recipients among the work-
ing poor shrank slightly in size. The workables amounted to
about 310,000 in the mid 2000s then to drop down to 260,000
in 2012.
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Comparison of LWW Policies
of Korea, China and Japan

The following summarizes the LWW policies of Korea, China
and Japan with focus on a couple of points as listed below.
First, similarities and differences between Korea, China and
Japan will be discussed in terms of causes for the working poor

and relevant policies.

1. Similarities and differences in LWW policies of
Korea, China and Japan

Similarities in the LWW policies of Korea, China and Japan
can be summarized into following three points. First, labor be-
comes dualistic at a rapid rate, meaning that while regular em-
ployees working at large companies enjoy a high level of job
security, non-regular workers suffer from low wage and severe
job insecurity. Second, all three nations are, in relative terms,
strongly inclined to place high value on economic and social
independence through labor and hold negative preception to-
wards the welfare expansion. This is well demonstrated through
the low level of political pressure on the welfare expansion

even in the face of exacerbating issues of employment and
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poverty. Third, there is strong tendency to view welfare sup-
ports for poor workables negatively. This shows why the LWW
policies of Korea, China and Japan tend to be very punitive
with measures to control payment rather than providing sup-
ports and investments in the effective manner to encourage
people to find employment and to escape poverty.

Also, there are differences between Korea, China and Japan.
First, each nation is at a varying stage of industrialization.
Deindustrialization has progressed relatively much in Korea
and Japan, wielding heavy influence on structures of employ-
ment and income distribution in both nations. In contrast,
China is still undergoing industrialization. Such differences ex-
plain why the way employment policies and welfare policies
are linked should differ from country to country. Second, the
level of maturity of social insurance varies by country. Much
difference is found between Japan, Korea and China in terms
of coverage and benefit level of social insurance. In Japan, the
proportion of non-regular employees is relatively low while its
coverage ratio of social insurance is high. China faces serious
job insecurity with a small number of people covered by social
insurance as a whole. This points out a need to focus primarily
on boosting social insurance in linking work and welfare in the
case of Korea and China. Third, policy stability differs depend-
ing on a political regime. For several years, regime changes in

Korea and Japan have always led to changes in the direction of
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their LWW policies, shifting between the LWW policies stress-
ing relative welfare expansion and the LWW policies emphasiz-
ing employment. On the other hand, the direction of the LWW
polices remains stable for China thanks to its unique political

system.

2. Reform direction of social insurance system

Problems of employment and welfare facing the three coun-
tries of Korea, China and Japan are same in nature since this is
the question of how to work and how to distribute/redistribute
income. As policies aimed at strengthening job security or in-
creasing the social security tax may have great impact on in-
dustries and corporations, the globalization directly restricts
the autonomy of national policy-making. Against this back-
drop, numerous countries are witnessing rising non-regular
employees and worsening income inequality with Korea, China
and Japan being no exception. However, the situation may vary
by country depending on the level of deindustrialization and
aging population. For example, financial burden due to the ag-
ing population may result in a conservative approach to other
programs that entail financial expenditure, or industrial invest-
ments may attract more funds than welfare programs in order

to create jobs and boost the middle class in the process of
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industrialization.

In this context, Japan seems to have reconstructed its social
security policies targeting mainly the marginalized including
low-income families, the aged and the handicapped and to fo-
cus more about taking stronger measures to reduce ex-
penditures incurred by medical coverage and pension system.
In this respect, Comprehensive Reform of Social Security and
Tax adopted in 2012 holds its significance as it is designed to
reform the overall social security and tax systems including
consumption tax hike. Inevitably, such reform plan tends to
have its emphasis on the LWW policies to better help the work-
ing poor land jobs and stand on their own feet. When examined
closely, however, practical policies, such as appropriating ad-
ditional budget for income guarantee and work support to as-
sist the working poor, seem yet to be materialized. This signi-
fies that urgency lies in securing more funding or reducing
budget rather than experimenting with new LWW policies.

Korea seems to be faced with a multiple of issues related to
its social security policies taking place all at once. Although the
problems are not full-fledged yet, the country should handle a
hike in social expenditure, such as medical expense due to the
aging society, reform the overall income guarantee system in
order to address poverty and income inequality that have ex-
acerbated rapidly in the past decade and strengthen the LWW

policies for the working poor. Of those, the most urgent chal-



Comparison of LWW Policies of Korea, China and Japan 63

lenge is about the fact that the social insurance coverage and
income replacement rates are both still low even after ten years
since the adoption of the social insurance system. This reveals
big loopholes existing not only in the income guarantee system
for the poor elderly but also in the welfare policies for the
working poor including non-regular workers. The problem lies
in that securing income and providing medical services for the
poor elderly tend to overwhelm other policies while there is a
tendency to avoid policy intervention on the factors that gen-
erate the working poor in the labor market. Without correcting
the labor market’'s structural problems leading to a massive
number of low-paid and non-regular workers, it is hardly pos-
sible to expect improvement in the coverage ratio of social
insurance. Given the situation, expanding the public assistance
system to the great extent in order to handle these problems is
considered undesirable.

In China, social security policies have gone through a series
of minor and major institutional changes since its reform and
opening-up in the 1990s. In particular, China established a sys-
tem that is binding in terms of coverage and collection as it
adopted Social Insurance Law in 2010, which legalized various
social security systems that had largely remained as guidelines
until recently. Steep increases in the number of people covered
by social insurance seem to suggest a significant change in the

development progress of the social security system in China.
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Moreover, much change is observed in the public assistance
system as well. Public assistance policies had centered on cities
until the early 2000s, and it was only in the late 2000s when
policies aimed at bridging the gap between urban and rural
areas were introduced. At the moment, China seems to take
numerous measures to sophisticate its public assistance system.
Although the central government has yet to provide standards,
it is striking that China uses the concept of minimum living
standards and has attempted to enact national public assis-
tance law. Considering that it takes a fairly long time for the
social insurance system to mature, all-out efforts are required
to discuss how the role of the public assistance system should
be extended in the future. Against this backdrop, it would be
impossible to leave out the paradigm of the LWW policies.
Closing the gap between urban and rural areas and improving
treatment for rural migrant workers are more dependent on the
public assistance policies that are based on taxation than social
insurance, and the linkage with regional development or em-
ployment policies may hold more significance. This indicates
that an investment strategy for balanced development among
regions is important.

While Japan is concerned with the issue of financial sustain-
ability of its social security system, Korea is battling against
stagnant coverage of its social insurance system. It is likely that

the coverage will not exceed a certain level and remain at the
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same level for an extended period of time even after the social
insurance system was adopted and its coverage was expanded
to include the entire public. In practice, there are situations
where it is impossible to force people to subscribe to social in-
surance if there is a disproportionately high portion of people
working in the farming sector and people not on the payroll or
of small-sized businesses. In addition, there are obstacles
emerged by the low level of administrative management capa-
bilities, advanced means test and service-linking system, which
are all required for the expansion of the social insurance
system. As China is at the early stage of improving its social in-
surance system, priority seems to be placed not on policies that
incur more expenses but on the LWW policies that link job cre-
ation as well as regional development with public assistance

policies.

3. Characteristics of public assistance system and
the working poor problem

The public assistance system plays a crucial role in Korea,
China and Japan. This is only natural considering that the so-
cial insurance system fails to provide sufficient protection to
the working poor. It settles into the system in different forms

from country to country depending on political regime, finan-
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cial conditions and cultural awareness. In this study, the public
assistance system is examined in the following three per-
spectives: 1) selection criteria, 2) benefit level, and 3) ways to

support the workables. The table below provides a summary.

(H 8) Characteristic comparison of public assistance system between Korea,

China and Japan
Criteria 1 Criteria 2 China Japan Korea
Income criteria |Absolute Relative Combined
Coverage |Property criteria|Strict Strict Very strict
Duty to Support
Y PP Very strict Strict Very strict

criteria

Legally binding

No law

Guaranteed by
law

Guaranteed by
law

Minimum cost

Minimum cost

Minimum cost

Benefit level Terminology of living of living of maintenance
o Different by Different by Single national
Ceiling .
region grade of area |standard
Support for Support
workables Excluded Excluded provided
i . Conditions
Workability |Conditions N/A N/A attached
Punitive N/A N/A Lukewarm
measures

The first perspective is the selection criteria that are divided
into the following three subcategories: 1) income criteria; 2)
property criteria; and 3) provider criteria. It is important
whether countries concerned officially announce the income
criteria as part of the selection criteria applied to the public
assistance system. Interestingly, Korea, China and Japan speci-

fy their income criteria using such terms as the minimum cost
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of living or the minimum cost of maintenance. Most countries
tend to be strict with their property criteria. Korea is applying
the income conversion method applied to property. Although it
seems highly lenient at a glance, the method is extremely strin-
gent in that it cuts wages after considering the converted value
of one’s property into income. One of the most noteworthy
characteristics found in the three nations is the provider
criteria. Unlike welfare states of the West, Korea, China and
Japan apply rigorous criteria to the duty to support when
granting public assistance. In Japan, households are protected
under the livelihood protection system in case where a person
responsible for supporting neglects his or her obligation. In
contrast, Korea is taking a highly strict position in determining
a provider's ability to support then to decide whether those not
qualified shall be excluded from the payment roll. It is fair to
say that Korea enforces relatively stringent policies. China also
mandates families with the duty to support in the fairly rigid
manner in accordance with the Constitution and the Law on
Protection of the Rights and Interests of the Elderly. The con-
cern is that numerous social controversies stem from the pro-
vider criteria. In 2012, a celebrity's failure to perform the duty
to support dependents turned into a political turmoil in Japan.
In Korea, there were some extreme cases of some senior citi-
zens who took their own life after they lost their beneficiary

status after being categorized as a dependent for a person ca-
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pable to support. This demonstrates the chasm between the
value that people uphold and the reality of the weakening
{supporter — supported relationship).

The second perspective is the level of benefits in the public
assistance system. The most ideal method to compare the level
of benefits between Korea, China and Japan is to convert all al-
lowances into cash and compare them as a certain percentage
of median income. As this requires a vast amount of data and
sufficient time for research!9 in reality, focusing on the live-
lihood allowance to compare the level of benefits is regarded as
the best alternative. It is aimed at examining whether an ad-
equate level of benefits is provided through the public assis-
tance system in order to maintain the minimum standard of
living. Regarding this, the livelihood protection system of Japan
sets a certain percentage of expenditures spent by the
paid-worker household as the minimum living cost and pays a
relatively high level of benefits among the three countries. In
Korea, the basic livelihood guarantee system determines the
minimum cost of maintenance by household size through the
market basket measurement, which stands at approximately
40% of the median income as of 2012. The minimum cost of
maintenance is denounced for being insufficient to sustain the

minimum standard of living for a month.20 In China, the mini-

19) Detailed comparison of the level of public assistance benefits between
Korea, China and Japan remains as the subject for future research.
20) From a different perspective, the level of benefits for households protected
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mum living cost differs by local government, making it difficult
to compare the appropriateness of the level of allowance
nationwide. This means that it largely depends on the will of
local governments to operate the system given that there is no
law put into practice regarding the public assistance system. In
addition, the minimum living cost is linked to the minimum
wage or unemployment benefits. In the case of Beijing, the un-
employment benefit is set at 70% of the minimum wage while
the minimum living cost is set at 40% of the minimum wage. In
this case, the minimum living cost is in terms of a single
person.2l) However, previous research efforts find that the level
of allowance in the public assistance system is not sufficient.
This is demonstrated in the fact that a significant proportion of
recipients of the public assistance system is required to work to
sustain their living (Chack et. al., 2012).

The last perspective is whether the poor has the ability to
work, through which it would be possible to understand how
the public assistance systems of Korea, China and Japan aim to
guarantee income for the working poor and how they approach

employment support policies to the further extent. If the work-

under the basic livelihood guarantee system has increased to the great
extent compared to other allowances granted to low-income families in the
past decade. This signifies that fairness with other groups of the poor is as
important as sufficiency of the benefit level.

21) The method to calculate the minimum cost of living in the Beijing region is
confirmed during an interview with representatives from the federation of
trade unions in Beijing in June 2013.
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ing poor or the employed poor is not protected under the in-
come guarantee system, such as the livelihood allowance, it is
safe to say that work-first policies are enforced rather than the
LWW policies are strengthened. However, it is also necessary to
investigate cases where the working poor are adequately pro-
tected by the unemployment assistance or other welfare
systems. The public assistance systems of western countries are
divided into the following three categories: 1) the working poor
is provided with income guarantee through the unemployment
assistance system; (2) the working poor is provided with in-
come guarantee through the public assistance system; or (3) the
working poor is provided with income guarantee through both
the unemployment assistance system and the public assistance
system. Among the three nations, Korea seems to be the only
country to grant benefits even to the poor workables just as it
does to the elderly or the handicapped through its public assis-
tance system. Nevertheless, the number of public assistance
beneficiaries among the poor workables in Korea, China and

Japan does not show a stark difference.

4. Characteristics of LWW system and its reform
direction

Previously, the LWW policies have been determined both in

the broad and narrow sense. Narrowly speaking, these policies
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refer to the workfare programs forcing employment as a con-
dition for the welfare provision to beneficiaries of the public
assistance system. Key elements to understand the system are
whether the workables are included as public assistance bene-
ficiaries, whether the system explicitly prescribes the duty to
work and how a failure to perform the duty is handled. In this
study, the LWW policies will be examined in the broad sense.
Comparison of the three countries will be made to understand
whether there is a public assistance system or unemployment
assistance system as a means to guarantee income, whether
there is a work incentive system, such as EITC of the United
States, or a support system to help pay social insurance pre-
mium just as in the case of Europe, and whether there are pro-

active labor market policies for the unemployed poor.

A. Characteristics of LWW policies of Korea, China and Japan

The characteristics and recent trends of the LWW policies of
Korea, China and Japan are summarized as follows.

First, Japan seems to prefer providing support focusing on
the unemployed through its support system for job seekers
rather than through the public assistance system with regard to
the workfare for the working poor. In addition, it is known to
prepare separate laws to support the needy, such as the vulner-

able including the homeless. This is considered as a more real-



72 Comparative Study on Policies linking Welfare and Work in Korea, China and Japan

istic alternative than supporting the working poor by expand-
ing the pool of recipients of the livelihood protection system,
which is already being criticized for doling out a high level of
allowance.

In Korea, efforts are underway to revise the basic livelihood
guarantee system, which has been the nation's most repre-
sentative public assistance system, and to adopt policies to
help the poor escape poverty through labor. Such efforts have
two goals: one is to increase the number of eligible recipients
of main welfare benefits, such as the livelihood allowance and
the housing allowance, and the other is to enhance work sup-
port for the working poor. However, these separate income
guarantee system and work support system are yet to be linked
at the institutional level. This means that Korea is faced with a
dilemma, in which it can neither separate the public assistance
system for the working poor nor adopt the unemployment assis-
tance system given that the country already embraced the work-
ing poor as eligible recipients of its public assistance system.

Lastly, China has not enacted any law governing the public
assistance system. Although there is a recent move to enact
such a law, it is carried out independently by local
governments. What is striking is that the Chinese public assis-
tance system is undergoing rapid changes as demonstrated in
the adoption of the concept of minimum living costs. Some lo-

cal governments of China are said to have put into place the
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workfare system, but expanding the system seems to be a
strenuous task as the working poor takes up only a small pro-
portion of recipients of the public assistance system while the
level of allowance is low. All these fail to provide incentives to
work. Against this backdrop, China is faced with challenges to

increase the number of beneficiaries and the level of benefits.

B. Component comparison of LWW policies of Korea, China
and Japan

There are limitations to explaining the characteristics of the
LWW policies just in terms of the existence of a formal system.
Therefore, it is necessary to assess how many of the working
poor the system is taking care of, whether the level of benefits
and other supports are adequate, how well the work support
program is working in practice and whether there is a delivery
system set up for operating these programs.

First, with respect to income guarantee, it is important to
look at whether cash allowance is paid to the working poor
through the public assistance system or the unemployment as-
sistance system. As Korea, China and Japan do not have the
unemployment assistance system in place, what matters is
whether the workables are accepted as beneficiaries of the
public assistance system. While Korea explicitly allows this,

Japan and China tend to take a relatively reluctant or negative
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stance. In reality, there are both tangible and intangible ob-
stacles that hinder public assistance benefits to be given to the
workables.22) In fact, a significant number of administrative
managers responsible for the management of the public assis-
tance system oppose providing cash benefits to workables or
argue for stricter management.23) A regulation attached with
conditions explicitly states that the workables are allowed to
receive public assistance benefits. Among the three countries,
Korea is the only one with such regulation in place. Japan is
known to have eliminated a rule that requires female bread-
winners to register themselves as job seekers on the livelihood
protection system. Needless to say, there are income guarantee
programs designed to protect the working poor other than the
public assistance system given that the income guarantee sys-
tem can take various forms. As a matter of fact, Japan has a
couple of benefit programs for the working poor currently in
operation. Moreover, the Chinese Federation of Trade Unions
is carrying out a pilot project to provide supplementary living

allowance to the working poor in an effort to close the loop-

22) Japan is criticized for asking applicants of the livelihood protection system
to sign for the consent of a means test, which is thought to deter people
from applying for allowance. China uses the expression known as the
"Three No's', which means that the protection under the public assistance
system is provided only for individuals without children, income and
capability to work.

23) Between May and July of 2013, many civil servants and professionals
expressed such opinions on the public assistance system in interviews
conducted in Tokyo and Osaka of Japan as well as in Beijing and
Hangzhou of China
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holes in the public assistance system.

Second, it is necessary to examine whether financial in-
centives or social services are provided to facilitate employ-
ment of the working poor. In this study, work incentives will be
looked into from the following three perspectives: (1) incentive
policies in terms of labor supply; (2) incentive policies in terms
of demand; and (3) policies supporting social services.
Incentive polices in terms of labor supply is one of the most
noteworthy policies among the LWW policies in the Western
countries. The cases in point are Earned Income Tax Credit
(EITC) of the U.S. and Working Families' Tax Credit (WFTC) of
the U.K., which are aimed at maintaining the supply of
low-wage labor by compensating for the insufficient income of
low-paid workers. Several Western European countries have
put a work incentive system in place since they adopted a sim-
ilar system ten years ago. What is interesting is that numerous
contrasting views are suggested recently concerning the effec-
tiveness of the system although it was in the limelight in the
late 1990s. Among the three nations, Korea is the only country
to adopt a similar system known as EITC for the working poor.
Opposite to the EITC system, there exists a policy to encourage
employment in order to increase labor supply. This policy aims
to encourage the unemployed with low skills to find employ-
ment by lessening the burden of social insurance premium

contributed by the employer, which has been widely adopted
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by Western European countries. Currently, Korea is im-
plementing a similar project named “Durunuri.”Lastly, a variety
of social services including child care and nursing service are
needed to facilitate employment for the poor without jobs as
many households struggle with these problems, which are ob-
stacles to finding a job. At the moment, Japan is said to have
relatively well-linked social services in place. Korea seeks to
expand the supply of social services through “Welfare Support
Team for Hopealthough its role is still somewhat limited. In
China, local governments located along the coastline are lead-
ing the efforts of connecting such services by organizing sup-
port entities at a local level yet to be at a national level.

Third, it is necessary to look at how a work support program
is operated to assist the unemployed poor. Specifically, it con-
cerns whether the work-first strategy is implemented, whether
the public work program is operated and whether it is linked to
the social economy. In Korea, direct job creation programs24)
had accounted for the most of the work support programs until
2010. Since then, there is a growing number of programs that
focus on the entry into the labor market. These programs in-
clude Hope Ribbon Project or Successful Employment Package

Program. In Japan, various work support programs including a

24) It is a comprehensive term to include a series of programs, such as public
work, work for hope, work for self-support and all the other employment
projects. The government supplements a fixed amount of daily labor costs
for these programs. It is referred to as public work programs or direct job
creation programs as part of active labor market policies.
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work-first program and a public work program are carried out
by employment centers managed by the Ministry of Health,
Labour and Welfare. They are namely Hello Work or Job Café,
which are run by local governments. Furthermore, it is im-
portant to examine whether the work support program for the
working poor is closely related to bodies of the social economy.
Concerning this, numerous non-profit private organizations in
Korea and Japan are making efforts to create social enterprises
and cooperatives in order to help the poor find a job. These in-
clude diverse employment and self-employment programs by
private non-profit organizations, which offer job opportunities
to the unemployed poor. Consumers cooperatives are already
very active in Japan while these support programs are under
development in Korea through its Social Enterprise Promotion
Act in 2006 and Fundamental Law on Cooperatives in 2012.
Fourth, one of the most contentious issues regarding policies
for supporting the working poor is how to construct a delivery
system respectively for employment services and for welfare
services. In fact, it is common in the Western welfare states to
integrate offices for employment and welfare together or to
physically situate these offices in the same place. It is evident
that the delivery system is reformed in a way that enhances co-
operation between the two entities. In the same vein, some ar-
gue that employment centers, which are the delivery system for

the employment service, and welfare offices of local govern-
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ments should be integrated in Korea as well. As local govern-
ments have significantly expanded work support agencies for
the low-income class and the marginalized, experimental ef-
forts are underway to operate employment centers and welfare
agencies in the same place.25 Regardless of the consensus for
such need, conflicting interests among departments remain to
be unsolved. Japan managed to succeed in such convergence at
the central government level by integrating the Ministry of
Labour and the Ministry of Welfare into one unified Ministry.
The country is said to carry out various experiments to con-
verge employment, health and welfare services. Still, in-
tegration of Hello Work, which are employment service cen-
ters, and welfare offices is yet to be completed. Local govern-
ments, such as the Osaka authorities, are testing integration
through a separate delivery system. Lastly, the Korean case
could be cited for the private delivery system. Korea supports
non-profit private organizations, which are responsible for
case management, employment and self-employment services
for the working poor. They are local self-support centers. They
help beneficiaries of the basic security system, who are un-
employed but are workables, and the unemployed with low in-
come in terms of finding government-funded jobs and jobs at

self-support companies or private companies.

25) An experiment to converge employment services and welfare services is
currently led by Namyangju City in Gyeonggi Province.
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(Table 9) Institutional structure of policies for supporting the working poor

in Korea, China and Japan

China Japan Korea

Public assistance
system
Guarantee Unemployment

income assistance system
Conditional rules and
regulations

Earned Income Tax
Credit (EITC)

Provide incentive | Supporting social

to work insurance premium
Providing social
services

x
x
O | O | O

Work-first strategy - A

Support for
finding
employment

Government-funded
jobs

Linking the social
economy
Integrating
employment/welfare X X X
offices

Supports of local
governments for finding A O A
a job

Cooperation with the
private sector

x
O|O |O| D

Delivery system
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Conclusion

Amidst the heightened volatility in the global economy and
internal labor markets, it is extremely important to strengthen
support for the working-age population. The issue of aging
population has already put significant pressure that drives up
expenditures for income guarantee or health insurance for the
elderly. Nevertheless, questions linger as to how to cope with
the rising expenditures. It is inevitable for the working-age
population to assume the tax burden to buffer the impact from
the aging population. Additional tax burdens shall also be as-
sumed by this group especially when the social insurance sys-
tem is either dualized or not matured. The question is whether
the working-age population is faring well. Unfortunately, they
are delaying marriage due to job insecurity and low income.
Given the situation, it would be difficult for them to buffer the
impact from the aging population by having more children and
paying additional taxes.

In the case of Korea and China where social security systems
are yet to reach their maturity, there are limitations to protect-
ing the working-age population effectively just through the sys-
tems alone. It would be hard to raise the social insurance cov-

erage just by increasing the number of qualified individuals.
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Also, the group exposed to risks of unemployment, low wage
and job insecurity is highly likely to see more risks. A more fun-
damental problem is that the social insurance system is becom-
ing dualistic in terms of its benefits since it protects workers
enjoying a relatively higher level of job security while excluding
the marginalized, such as non-regular workers, who participate
in the labor force. This signifies a possibility of seeing a wid-
ened gap between income classes by granting more welfare
benefits to those earning more. In fact, this is exactly what
Korea, China and Japan are experiencing at the moment. This
is why transitional strategies are needed until the social in-
surance system matures.

Needless to say, it is important to take measures to control
the poverty risk in the labor market in order to solve the prob-
lem of the working poor. Furthermore, welfare policies are re-
quired to encourage the working poor to subscribe to the social
insurance. Still, there are many limitations to pursuing these
policies in reality. This is why new LWW policies are required
for integrating labor market policies with the social insurance
system and the public assistance system with social services.
This is not irrelevant with the negative perception held by the
public and policy makers of Korea, China and Japan towards
raising welfare benefits for the working poor. However, the un-
derlying reason is to facilitate employment as a solution to the

working poor problem of the 21% century, which calls for
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stronger linkage with the welfare. Forcing employment when
conditions are not established will not result in expected
outcomes. These are the implications for a number of nations,
which experimented on workfare policies for the past 20 years.
Sophisticated system design is necessary, however, to avoid
moral hazard on the part of beneficiaries or social criticism.
Realistically speaking, it seems like a daunting task for the
three countries to adopt the income guarantee system, the
work support system and the EITC system for the working poor
and integrate them into a single LWW policy. The conditions
are not ripe for expanding the public assistance system for the
working poor numbering three to four million and for taking
the next step to strengthen the linkage between work and wel-
fare just as the Western welfare states have done. The situation
has changed from the mid 20th century when the economic
growth, full employment, lifetime employment and high social
insurance coverage were considered prerequisites. Also, it is
not wise to dodge the issue of the working poverty by applying
the narrow definition of workfare policies. It is not desirable to
expand programs that force low-paid labor by offering small
in-work benefits, either. The working poor in Korea, China and
Japan call for an adequate level of guaranteed income,
well-linked welfare services and employment supports. The
LWW policies are bound to be costly programs if they are de-

signed to assist the working poor to maintain the minimum
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standard of living as a human being, to be employed and to
stand on their own feet. This implies that programs that offer
low-paid and low-quality jobs while stigmatizing beneficiaries
are not actually intended for encouraging people to become
self-reliant through the LWW. They are programs just for the
low-level welfare.

As Korea, China and Japan are greatly different in terms of
their economic conditions, industry and labor market situations
and the level of maturity of welfare policies, it is only natural
for each country to opt for separate LWW policies in terms of
policy directions or implementation strategies. However, it re-
quires further investigation into how to handle the problem of
the working poor and to allocate required resources. Extensive
research efforts and discussion by and between experts in the
three countries are necessary in the future.

Key findings from this study can be summarized as follows.

The first finding is about limitations involved with the exist-
ing discussion on the welfare regimes of Korea, China and
Japan. It is true that these countries do not differ much com-
pared to Western welfare states. In this context, Korea, China
and Japan can be referred to as development-focused welfare
states. However, such conclusion might have been drawn at the
outset of the study with the limited amount of information.
This is why attention should be paid to differences between

these nations and reasons for such differences. From this per-
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spective, a new theory is required to identify the characteristics
of the welfare regimes in countries including Korea, China and
Japan, which would serve as a rationale to decide whether they
fall under the same category or the different one. It is deemed
that such study outcomes are mainly related to how to for-
mulate the LWW policies.

Second, similarities in the growth strategies of Korea, China
and Japan have significant impact on formulation and develop-
ment of welfare policies in each country. Korea and Japan
lacked efforts to expand their welfare systems while their re-
spective economy and the middle class were growing quickly
during the industrialization. Belated attempts at strengthening
the welfare system failed in the face of external economic
conditions.26) It is important to keep in mind that rapid eco-
nomic development leads to a strong sense of national pride
that might become an obstacle in implementing timely and ad-
equate reform for the welfare expansion as shown in the case
of Korea and Japan and probably China. In the case of Korea,
each generation with different historical experiences have con-
flicting political influence on discussion surrounding the wel-
fare expansion. As it becomes evident that job creation is

clearly not a panacea to all the problems, the continued em-

26) Japan failed to carry out extensive reforms for welfare expansion due to
the oil shock in the 1970s whereas Korea had to expand its welfare driven
by outside forces during the Asian Financial Crisis whilst preparing for a
blueprint for the welfare expansion during the Kim Young-sam
administration.
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phasis on the growth and job creation would only lead to re-
luctance towards the welfare expansion in the end.

Third, the public assistance systems of Korea, China and
Japan share many things in common in terms of details al-
though they seem to vary greatly at a glance. For example,
Korea is different from Japan or China in that it provides cash
benefits to workable beneficiaries of the public assistance sys-
tem through the basic livelihood guarantee system. In fact, it
can be said that there is no big difference in the number of the
working poor protected under the public assistance system or
other welfare systems for the low-income class. Paradoxically,
Korea's basic livelihood guarantee system seems to have
strengthened its protection for the working poor although the
number of the working poor beneficiaries has steadily declined
for the past 14 years while subtle discriminations persist in
terms of selection and payment. Regardless of the level of in-
stitutionalization, there is a mechanism put in place for con-
trolling the payment of welfare benefits to the working poor in
Korea, China and Japan.

The fourth finding is about the probability of the number of
the working poor protected under the public assistance systems
of Korea and Japan to grow or not in the mid-to-long term.
Considering the current situation, a hike in the number of wel-
fare beneficiaries among the working poor in Korea, China and

Japan is not a likely outcome. This is predictable since there is
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a significant number of the public as well as politicians, welfare
policy experts and even first-line officials responsible for the
welfare affairs, all of whom have the negative perception to-
wards the workables receiving the welfare benefits. It may take
long before the proportion of the working poor receiving wel-
fare benefits reaches 5%~10% of the total population as in the
Western welfare states. However, it did not take long for the
Western welfare states to see a rise in the long-term un-
employed among the welfare beneficiaries. In addition, the un-
derstanding of the public and the working poor about the wel-
fare may change as fast as the changing circumstances.

Fifth, the LWW polices of Korea, China and Japan stigmatize
workable beneficiaries, thereby detering qualified applicants
from receiving the welfare benefits. Unlike stated in numerous
campaign pledges or policy slogans, policies supporting the
working poor have been extremely passive in actually expand-
ing investments. This might be partially due to financial con-
straints resulting from the aging population. Another factor
would be the belief towards the welfare benefits, which make
people think that such benefits exert negative impact on the
economic growth and on the willingness of the poor workables
to self-support. It is also shown in the way governments in-
vested in highly visible employment promotion policies with
the aim to promote employment of the working poor in the rel-

atively generous manner. This is also in line with the prefer-
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ence expressed by experts and policy makers towards EITC in
Korea.

Sixth, the LWW policies of Korea, China and Japan call for a
new policy paradigm that integrates income guarantee, work
support and financial incentives. For many years, welfare states
in Europe have revised the income guarantee system for the
working poor and have been keen on connecting the system to
work support or an employment incentive system through new
policies. This may seem like the distant future for countries
that are hesitant at guaranteeing the minimum income for the
working poor. However, it seems inevitable to strengthen mini-
mum income guarantee as the number of the working poor
increases. It remains to be seen whether it shall be enhanced
through the existing public assistance system, the unemploy-
ment assistance system or a new form of minimum income
guarantee system. It is clear that it would be difficult to take ei-
ther the traditional approach of enhancing unemployment as-
sistance or the approach of expanding the public assistance
without identifying the workables especially when the working
poor situation is grave. It is required to take measures of any
type to link employment more closely in return for stronger in-

come guarantee.
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