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The 'Welfare State' in Korea: The Politics of Legitimation

This thesis analyses the development of the Korean welfare system since the 1960s
within the institutional dynamics of Korean politics. Its aim is to contribute to the
understanding of Korean politics through the analysis of the Korean welfare state. The
thesis argues that the making of social policy has been determined primarily by the
politics of legitimation, in particular before democratisation.

This thesis identifies the confined institutional circle responsible for crucial social
policy decisions. In this institutional terrain, the President and his ministers and policy
experts have played the dominant roles. The democratisation since 1987 brought about
institutional changes and enabled institutions such as the National Assembly to exercise
effective power in social policy-making.

The political rationale of social policy is deeply embedded in the structure of social
policy institutions, especially the way in which the state intervenes in the financing of
welfare programmes. In the mix of welfare financing, the regulator type of state
intervention emerges as the dominant feature in Korea.

This thesis assesses the outcomes of social policy from two perspectives: the
perspectives of redistribution and of social rights. Social policy intervention has so far
had little redistributive effect mainly due to the immaturity of the welfare system. In
terms of social rights, the universality of rights to health care was achieved in a
relatively short period of time. Rights to protection against industrial accidents have
made good progress in terms of compensation and protection for the last three
decades, despite the limited coverage. However, the quality of social rights that have
so far been implemented is low.

In two important respects, the approach of the thesis is characterised by
methodological broadness. In the policy analysis, the thesis moves beyond an
institutional approach to including also the substantive outcomes of institutional
changes. In the analysis of outcomes, the thesis covers both the perspective of
redistribution and the perspective of social rights.
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Introduction

This thesis will analyse the development of the Korean' welfare system since the 1960s
within the institutional dynamics of Korean politics. The aims of the thesis are, first,
to explain thé structure of the Korean welfare system, secondly, to add to the
understanding of Korean politics through the analysis of social policy, and thirdly, to
contribute to the political theory of social policy that has developed based fairly
exclusively on the experience of the Western democracies.

The process of introducing a welfare system to Korea started just after the
Military coup d'état of May 1961. There arose an institutional crisis due to the
violation of democratic principles and the authoritarian government attempted to
consolidate political situation. What political rationale in this political context lay
behind the social policy decisions? How did the political decisions of social policy
influence the structure of social policy institutions? These are the questions which this
thesis will attempt to answer.

The study of Korean politics has not been much concerned with social policies.
Contemporary Korean political studies both in Korea and by observers abroad are
concerned mainly with themes such as the authoritarian nature of politics, political

opposition movements and transition to democracy.? Apart from topics like these,

' Throughout this thesis, Korea refers to the Republic of Korea, unless otherwise
indicated. Romanisation of Korean script is done according to the McCune-Reishauer
system except for common usages such as Park Chung Hee [Pak Chong Hui].

* For instance, a book edited by the Korean Political Science Association to "reflect
the reality of Korean politics and its members' interest" includes articles concerned with

1



Korea's economic and industrial policy has attracted the greatest interest from students
of public policy.” By contrast, social policy has not attracted much interest from
students of Korean politics.

This state of social policy studies may have stemmed from the political history
of Korea in which the political legitimacy of the overall constitutional institutional
structure has been constantly challenged and subject to political conflicts. Political
conflicts have been fierce, and physical force has often intervened in the political
process. This volatile politics was interesting enough to attract a great deal of
scholarly interest. However, this concentration of academic interest left many
important areas of political research uninvestigated, which might have been more
thoroughly dealt with.

This thesis will be concerned with the development of social policy and the
logic of the politics underlying such development. The development of social policy in
Korea seems at first to be merely technical and subordinated to economic

considerations. Yet, in Korea as elsewhere, there are necessarily political dynamics

political legitimacy, political changes in the authoritarian regime and the possibility of
liberal democracy in Korean politics. Studies of social policy were not included in the
book; see the Korean Political Science Association, Hyondae Han'guk Chongch'i-wa
Kukka [Contemporary Korean Politics and the State] (Seoul: Pommunsa, 1986). Studies
of social policy also do not appear in a book which is the most comprehensive literature
review of Korean politics, whereas it lists articles and books about the whole range of
subjects, including 'non-institutional political participation’', which deals with political
movements of students and political opposition outside the political party system; see Kim
Hakchun, Han'guk Chongch'ihak Sajon [Dictionary of Korean Politics] (Seoul: Han'gilsa,
1990).

> A series of debates on the role of the state in the Korean economy has been taking
place in the context of economic development and state intervention. The first section of
Chapter 3 will review the debate.



behind the structure of social policy.* In this respect, the political analysis is essential
to understanding the development of social policy.

In this thesis, we will pose three basic questions. First, we ask what is the
political logic underlying the making of social policy. Secondly, we will examine how
the politics of social policy influence the structure of social policy institutions.
Thirdly, we assess what impact social policy has made.

Concerning the first question, we will examine where the social policy
decisions were made and will identify what political strategy lay behind social policy
decisions. Methodologically, historical institutionalism will be the main approach.
This approach understands political activities and policy-making as conditioned by the
institutional configurations of governments and political party systems.”> Instead of
reducing the origins of social policy to social and cultural determinants, the historical
and institutional approach attempts to identify the political process of social policy.
Alternative perspectives offered by other theories, such as the logic-of-industrialisation,
or working-class mobilisation theories would not enable us to pinpoint the origins and
development of social policy in Korea.

The constitutional crisis in Korea, which had been protracted since the 1960s,
made the overall structure of political institutions unstable. Under the authoritarian

regime, institutions such as the National Assembly, political parties, business

* "The battles behind the welfare state lay bare the structure and conflicts of modern
society. Ongoing disputes among groups for redistributive advantage contests over
solidarity, force a constant renegotiation of the social contract." Peter Baldwin, The
Politics of Social Solidarity: Class Bases of the European Welfare State 1875-1975
(Cambridge: Cambridge University Press, 1990), p. 1.

> Theda Skocpol, Protecting Soldiers and Mothers: The Political Origins of Social
Policy in the United States (Cambridge, Mass.: The Belknap Press of Harvard University
Press, 1992), p. 41.



organisations and trade unions did not play an important part in policy-making. Their
influence, however, was enhanced after the institutional crisis had been consolidated
into democratisation process, as we have seen in the late 1980s. We will trace how
the institutional transformation affected the making of social policy.

As for the analysis of the structure of social policy, we will pay great attention
to the role of the state in financing social policy. We will classify three types of state
intervention and see what the specific characteristics of the Korean welfare system are.
The underlying assumption of this analysis is that a particular fashion of policy-making
would influence the structure of social policy.

Thirdly, we will assess the impact of social policies from two perspectives: the
perspectives of redistribution and of social rights. Even though these perspectives do
not represent all methodologies for evaluating the impact of social policies, they will
provide a balanced point of view.

Having posed these three questions, we put forward a hypothesis, throughout
this thesis, that the political and institutional logic of social policy in Korea has been
primarily determined by the politics of legitimation. By the politics of legitimation,
we mean the politics in which the normative grounds of the overarching institutional
framework of polity are challenged, and those in power attempt to defend it by use of
political measures such as social policy. In other words, the deficiency of legitimacy
engenders the need of social policy. This politics of legitimation stems from the
violation of the democratic principles when a group of political actors acquire or
attempt to maintain political power. Because of the democratic deficiency, there
always exists a potential political challenge, even when there is no direct political

threat to the regime. When they emerge into the political theatre, political conflicts



would be fierce in the politics of legitimation. This politics of legitimation provides
the first clue to understanding why a set of social welfare programmes were introduced
at a particular time in the history in Korea, i.e., the beginning of the 1960s.

Regarding the political impact of social policy in relation to the politics of
legitimation, we need to differentiate the time span of social policy outcomes. In the
short-term political context, the very introduction of social policy may bring about
political effects in a way that may appeal to citizens and political actors such as
political parties and interest groups. In order to see this short-term effect, we will
follow the political context in which social welfare programmes were introduced and
analyse the perception of political actors toward social policy. Because social welfare
programmes which have immediate political purposes may face scepticism from
various political actors, we have to read carefully the perception of political actors
toward social policy, which in turn influences their political strategy.

In the longer term, the political effects of social policy are more closely related
to the outcomes which social welfare programmes will produce over the long period
than to the immediate impact of their introduction. When social welfare programmes
begin to produce their outcomes, some people may be more benefited than others.
There may be a clear dividing line between winners and losers. It is also possible that
most of the population would have positive gains from social policy. Whatever the
outcomes may turn out to be, those outcomes will strongly influence the political
attitude of political actors, and will ultimately affect the legitimacy of political power.
These outcomes, however, may not be directly related to those who have initiated
social welfare programmes, partly because the time span of social policy is often

longer than that of a government, and partly because political actors may not identify



the outcome of social policy with a particular government, but attribute them to the
state in general. Because of this nature of social policy, our analysis of policy
outcomes will eventually enable us to see the long-term political implications as well as
the economic and social impacts of social welfare programmes.

This thesis is an attempt to enrich our understanding of social policy and the
development of the welfare state. Studies of the welfare state have dealt fairly
exclusively with a limited number of nations. An enormous amount of research has
been conducted about the welfare states of nations in Western Europe, the Nordic
region, and North America to the extent that our understanding of the welfare state in
these nations can be described as systematic and well established. New Zealand® and
Australia are also among well-studied countries. To a lesser extent, studies of Israel’
and Japan® have been carried out, either in the form of comparative studies or single-
country studies.

Studies of social policy in other nations are less developed. Existing studies of

® New Zealand is among the pioneering nations in the development of the welfare
state in the late 19th century. The welfare state in New Zealand is currently undergoing
radical reshaping. See Jonathan Boston and P. Dalziel, The Decent Society?: Essays in
Response to National's Economic and Social Policies (Auckland: Oxford University Press,
1992). See also Francis G. Castles, The Working Class and Welfare: Reflections on the
Political Development of the Welfare State in Australia and New Zealand, 1880-1980
(London: Allen & Unwin, 1985).

7 See Michael Shalev, "Israel's Domestic Policy Regime: Zionism, Dualism and the
Rise of Capital,” in Francis G. Castles ed., The Comparative History of Public Policy
(Oxford: Polity Press, 1989); Shamuel Eisenstadt, "The Israeli Welfare System - A Nation
with a difference,” in Richard Rose & R. Shiratori, The Welfare State East and West
(Oxford: Oxford University Press, 1986).

® As for Japanese case studies, see Naomi Maruo, "The Development of the Welfare

Mix in Japan,"; Yukio Noguchi, "Overcommitment in Pensions: The Japanese
Experience," in Richard Rose & R. Shiratori, The Welfare State East and West (Oxford:
Oxford University Press, 1986).



other nations are mostly economic studies’ and the amount of political research is

0

smaller.”® In this respect, the present study of the development of the welfare system

in Korea will be a contribution to broadening the base of the political theory of social
policy. In this thesis, only one national case, that of Korea, will be analysed in depth,
but our comparative perspective of social policy analysis will be maintained to see how
the case of Korea differs from those of other nations.

The thesis comprises five chapters including the conclusion. The first chapter
will set forward the theoretical framework. The second chapter will analyse the
process of policy-making. The third chapter will examine the structure of social policy
institutions. In the fourth chapter, the outcomes of these policy interventions will be
evaluated from the two perspectives we have mentioned. The final chapter will be a
conclusion, in which we will seek to answer the questions posed in the present study.
We will also review the possibility of whether we can identify the Korean welfare
system with one of models of the welfare state, which have been discussed in the study
of social policy. We will pay particular attention to the model of the conservative
welfare regime.

At the end of this thesis, we have a number of Appendices. Appendix A

® The following bodies of work are among economic studies of social policy in
developing countries. See Jean Dréze & A. Sen eds., Hunger and Public Action (Oxford:
Clarendon Press, 1989); Ehtisham Ahmad, J. Dréze, J. Hills, & A. Sen eds., Social
Security in Developing Countries (Oxford: Clarendon Press,1991); Kenneth Lee & A.
Mills, The Economics of Health in Developing Countries (Oxford: Oxford University
Press, 1983). Catherine Jones explains Hong Kong's welfare system with particular
reference to the legal and administrative structure. See Catherine Jones, Promoting
Prosperity: The Hong Kong Way of Social Policy (Hong Kong: The Chinese University
Press, 1990).

‘> Among few studies, Malloy's work was concerned with the politics of social policy
in Brazil. James M. Malloy, The Politics of Social Security in Brazil (Pittsburgh:
University of Pittsburgh Press, 1979).



provides an easy reference of the chronology of politics and social and economic
policies in Korea. Appendix B presents a table of the Eligibility and Coverage of
Social Welfare Programmes in 1990, and Appendix C shows the Composition of
Taxes. Lastly, Appendix D is on contributions and pensions, related to the analysis of
Chapter 4.

Throughout this thesis, in order to refer to a specific set of social policies and
institutions in Korea, the term 'Korean welfare system' has been and will be used
rather than the 'Korean welfare state'. As Briggs'' and Titmuss'? suggested, the
concept of the welfare state is somewhat vague and often used as a political catch-
word. The reason for using the term 'Korean welfare system', however, is not only
because of the ambiguity of the term 'welfare state’. Despite some confusion, the
termv 'welfare state' has been used rather exclusively to refer to sets of social policies
and institutions in specific nations, i.e., the OECD countries. The term 'welfare
state' also implies that the welfare provisions in the 'welfare state' are beyond a
certain level of economic quality. In order to avoid this pre-judgement, we will use

the term 'Korean welfare system' as a neutral concept in this thesis.

' Asa Briggs, "The Welfare State in Historical Perspective," European Journal of
Sociology Vol. 2 (1961), pp. 221-222.

12 Richard Titmuss, Essays on 'the Welfare State’ (George Allen & Unwin, 1963).

8



Chapter 1

Social Policy In A Confined Institutional Terrain

1.1 From Similarity to Difference

By and large, comparative studies of the origins of social policy fall into two
categories: one emphasizes similarities in the development of the welfare state among
different nations while the other category pays more attention to differences in the
welfare state. The similarity studies, concentrating on the common determinants of
the development of the welfare state, were followed by the studies of differences,
identifying the distinctiveness of individual nations, even though there is no clear cut
distinction between the two schools of comparative social policy.' Studies of
similarities often take the form of cross-national comparison. In varying degrees of
success, the similarity studies have been trying to identify general patterns in, if not a
grand theory of, social policy development. By contrast, studies which attempt to
explore the distinctiveness of social policy take the format of case-study. In this
chapter, we will trace the trend of comparative studies of social policy and will expose
the strengths and weaknesses of the arguments proposed by previous studies. Based on
this exposition, we will build our own theoretical framework for the present study.

In his seminal lecture on Citizenship and Social Class, given at Cambridge in

1949, T.H. Marshall set forward a rather grand historical trend through which the

! Francis G. Castles, "Introduction: Puzzles of Political Economy," in Francis G.
Castles ed., The Comparative History of Public Policy (Cambridge: Polity, 1989), pp. 1-
3.



welfare state had developed in Britain. According to his theory, there have been
three stages in the evolution of citizenship rights. The first stage of the citizenship
evolution was marked by civil rights which refer to "the rights necessary for individual
freedom such as liberty of the person, freedom of speech, thought and faith, the rights
to own property and conclude valid contracts, and the right to justice."”> In the
nineteenth century civil rights were followed by political rights which allowed the
population which had been excluded to exercise political power. From the beginning
of the twentieth century, the evolution of history moved into the third stage of social
rights which refer to the "whole range from the right to a modicum of economic
welfare and security to the right to share to the full in the social heritage and to live
the life of a civilized being according to the standards prevailing in the society".> In
this theory, the development of the welfare state can be explained in terms of the
historical trend in which citizenship rights have evolved. In other words, the
development of the welfare state was 'dictated by history'.*

This conclusion, which may seem to go beyond Marshall's intention, is too

deterministic and has been misleadingly represented as a quasi-automatic, harmonious

5

progression.” There is little explanation about the actual cause of the trend. The

>T. H. Marshall, Class, Citizenship and Social Development (New York: Doubleday,

1964), reprinted in T. H. Marshall and T. Bottomore, Citizenship and Social Class
(London: Pluto Perspective, 1992), p. 8.

> Ibid., p. 8.

* Ibid.
> Tom Bottomore, "Citizenship and Social Class, Forty Years On," in T. H.
Marshall and T. Bottomore, Citizenship and Social Class (1992), p. 55. See also
Bendix's critique on evolutionist approaches to social changes. Reinhard Bendix, Nation-
Building and Citizenship: Studies of Our Changing Social Order (Berkeley: University
of California Press, 1974), pp. 5-35.

10



logic of history, which Marshall regarded as the driving force of the trend, is the issue
to be explained.

Having criticised Marshall's explanation, one should notice that his theme in
the lecture was putting forward the concept of citizenship rather than building a theory
of welfare state development. His explanation was mainly narrative, based on British
history. Most countries in Europe and North America, in varying degrees, have
experienced the development of ideas, institutions and programmes with respect to the
welfare state with features similar to the theory that Marshall saw in Britain.

By the development of the welfare state since World War II, many scholars
were convinced that there is a universal logic of evolution in the development of social
policy. Among them were scholars of social policy who understood the evolution of
the welfare state by the 'logic of industrialisation'. According to this theory, as
industrialisation progressed, social policy became necessary, because the traditional
institutions such as family, community and church were either weakened or unable to
deal adequately with new social contingencies. On the other hand, industrialisation
created the resources required for the implementation of social programmes. On the

basis of a cross-sectional analysis, Harold Wilensky concluded that

(E)conomic growth and its demographic and bureaucratic outcomes are
the root cause of the general emergence of the welfare state - the
establishment of similar programs of social security, the increasing
fraction of GNP devoted to such programs, the trend toward
comprehensive coverage and similar method of financing.®

S Harold Wilensky, The Welfare State and Equality: Structural and Ideological Roots
of Public Expenditure (Berkeley: University of California Press, 1975), p. xiil.

11



In short, the logic-of-industrialisation theory saw economic growth as the ultimate
cause of welfare state development. It was argued that among industrialising nations
roughly similar social insurance systems and education policies would be found
regardless of the political system.’

The argument of the logic-of-industrialisation theory went beyond establishing
similarities toward a hypothesis of convergence. If we quote Harold Wilensky once

again, he argued,

(T)he primacy of economic level and its demographic and bureaucratic
correlates is support for a convergence hypothesis; economic growth
makes countries with contrasting cultural and political traditions more
alike in their strategy for constructing the floor below which no one
sinks.®

The logic-of-industrialisation theory was successful in finding a broad correlation

between economic level and the development of the welfare state. Cross-national data
for the 1940s, 1950s or 1960s were well matched to the convergence hypothesis.” The
logic of industrialisation, however, is weak in explaining the detailed profiles of social

policies in individual nations. For instance, the British reform in the 1940s should be

7 P. Cutright, "Political Structure, Economic Development, and National Social
Security Program," American Journal of Sociology, 70 (1965); see also Frederic Pryor,
Public Expenditures in Communist and Capitalist Nations (London: Allen & Unwin,

1968).

® Harold Wilensky, The Welfare State and Equality: Structural and Ideological Roots
of Public Expenditure (1975), p. 27.

® Theda Skocpol and E. Amenta, "State and Social Policies," in Annual Review of
Sociology (1986), p. 133.

12



explained by an unusual situation of war and austerity creating a high degree of
solidarity among its citizens rather than the level of industrialisation.'® More
importantly, the level of industrialisation, in many cases, does not match the sequence
of introduction of social policies.

Another school of scholars who attempt to find a universal logic in the
development of the welfare state are neo-Marxists. Neo-Marxists understand the
development of the welfare state in terms of the contradictions of capitalism.
According to their view, the capitalist state has to fulfil two contradictory functions:
accumulation and legitimation."” The state must, on the one hand, serve the interests
of capital and, on the other hand, appear as a neutral actor to maintain social order.
Social policy is understood as one of the mechanisms of legitimation, which maintains
social harmony in capitalist society. Legitimation efforts like social welfare
programmes, however, must be kept within the boundary in which accumulation is not
hampered. Whether structurally or instrumentally autonomous from capitalists'?, the
capitalist state cannot go beyond its constraints.

Neo-Marxist theorists advanced the understanding of the structural character of

0 Peter Flora & A. Heidenheimer, "Introduction," in Peter Flora & A.
Heidenheimer eds., The Development of Welfare States in Europe and America (London:
Transaction Books, 1981), p. 8.

1 Claus Offe, Contradictions of the Welfare State (London: Hutchinson, 1984), pp.
120-121; James O'Connor, The Fiscal Crisis of the State (New York: St. Martin's Press,
1973), p. 6.

2 On the autonomy of the capitalist state, an interesting debate took place between
R. Miliband and N. Poulantzas. See Ralph Miliband, The State in Capitalist Society
(London: Weidenfeld and Nicolson, 1969); "The Capitalist State: Reply to Nicos
Poulantzas," New Left Review 59 (1970); "Poulantzas and the Capitalist State," New Left
Review 82 (1973); N. Poulantzas, Political Power and Social Class (London: New Left
Books, 1968); "The Problem of the Capitalist State," New Left Review 58 (1969); "The
Capitalist State: a Reply to Miliband and Laclau," New Left Review 95 (1976).

13



the relationship between social policy and economic policy, which the logic-of-
industrialisation theory juxtaposed. Social policies do not always go in tandem with
economic policies. Obviously, social welfare programmes need resources to be
implemented with and such costs could hamper the accumulation of capital. The
weakness of neo-Marxists lies on the origin of social policy. The functions of social
policy in capitalist society do not explain the origin of social policy. Even though
some social policies carry out the function of legitimation in capitalist society, such
function does not mean that social polices are necessarily originated by the purpose of
legitimation. Without further elaboration of the decision-making process of social
policy, the neo-Marxist view would make the mistake of functionalistic explanation.*’

Another difficulty facing the neo-Marxist view is how to explain the expansion
of the welfare state. The expansion in some nations went beyond the political and
economic minima. According to the neo-Marxist view, the purpose of legitimation is
to maintain the status quo, and the capitalist state is structurally constrained so that it
cannot go beyond the structural limit. Because of this determinism, the neo-Marxist
view cannot explain the expansion of the welfare state, which is obviously beyond the
functional minimum of capitalist society."

Both the logic-of-industrialisation and the neo-Marxist theories fall into the
category of similarity studies in the sense that they attempted to formulate universal

theories applicable in different national settings. These similarity studies provide a

" Tan Gough offers two answers: first, the strength and form of working class
struggle, and secondly the ability of the capitalist state to formulate and implement
policies to secure the long-term reproduction of capitalist social relations. Ian Gough,
The Political Economy of the Welfare State (London: Macmillan, 1979), p. 64.

'“ Peter Baldwin, The Politics of Social Solidarity: Class Base of the Welfare State
1875-1975 (Cambridge: Cambridge University Press, 1990), pp. 3-31.

14



macro viewpoint. The development of the welfare state can be seen from an overall
long-term perspective, despite the criticisms which we have discussed. Because of the
emphasis placed on common determinants, similarity studies do not pay much attention
to differences between countries. Among countries at a similar level of economic
development, welfare states vary to a large extent, for instance, from the marginal
welfare state to the institutional welfare state. Even nations with the same level of
comprehensiveness in welfare provision may have experienced different pathways.
Why do welfare states differ?

A number of studies were carried out to explore the distinctiveness of policy
profiles in individual nations. Scholars of social policy also began to look into the
causal factors of differences between nations. A whole range of variables have been
put forward by a number of studies from the geo-political® to religious explanation'.
The long standing interest, however, is about the scope of policy origin in each

individual nation in shaping its welfare state.

1.2 Does Politics Matter?

The scholarship of social policy began to pay attention to the significance of politics in

shaping the welfare state. Research by Douglas Hibbs tested the relationship between

1> Peter Katzenstein, Small States in World Markets: Industrial Policy in Europe
(Ithaca: Cornell University Press, 1985).

' Francis G. Castles, "On religion and public policy: Does Catholicism make a
difference?” in European Journal of Political Research 25(1) (1994); Goran Therbon,
"Another way of taking religion seriously: Comment of Francis G. Castles," in European
Journal of Political Research 26(1) (1994); Francis G. Castles, "On religion and public

policy: The case for covariance, Reply to Goéran Therbon," in European Journal of
Political Research 26(1) (1994).

15



party political constellation and policy outcomes. He set forward a hypothesis as
follows. Left-wing governments would pursue a low unemployment and high inflation
policy package, whereas right-wing governments would choose a high unemployment
and low inflation policy. Data from twelve European and two North American
nations supported the hypothesis that political party constellation had influenced macro-
economic outcomes.”  Francis Castles and others investigated patterns of public
expenditure and party politics. Their findings suggested that the co-relation between
political party constellation and policy outcomes has been increasingly weakened.'®

For the weakening of the co-relation, Francis Castles indicated the fact that the
importance of ideology in politics had declined since the World War II. The external
constraints on governments have also increased.” For instance, international
organisations such as European Union and IMF penetrate national economies so deeply
that no government can simply ignore the constraint from international political
economy.

The working-class mobilisation theory took into account the power base of
political parties as well as parties themselves, in order to explain policy differences.
Other interest organisations such as trade unions and business organisations as well as
political parties were placed in the centre of analysis in this perspective. The

hypothesis of the working-class mobilisation theory is that welfare state development is

' Douglas A. Hibbs, "Political Parties and Macro-economic Policy," American
Political Science Review, 71 (1977), p. 1487.

'* Francis G. Castles ed., The Impact of Parties: Politics and Policies in Democratic
Capitalist State (London: Sage, 1982), p. 32.

' Alan Ware, Citizenship, Parties and the State (Oxford: Basil Blackwell, 1987), p.
205.
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closely related to the strength of working class power. The strength of working class
power is measured, for example, by the level of unionisation, the type of unions and
their inter-relationship.” From a comparative study of Scandinavia, Austria, and
Germany, Esping-Andersen and Korpi drew a conclusion that the boundaries of social
reform appeared substantially narrower in Austria and Germany than in Scandinavia,
where the labour movements were comparatively strong.”’ In contrast to Scandinavia,
the bourgeois strengths in Germany and Austria appeared to be solid and hegemonic.
Their social democratic parties played only a peripheral role in pre-war policy-making
in these countries.

The experiences of some nations, however, do not always confirm the
hypothesis of working-class mobilisation. By the strength of the working class, the
eighteen OECD countries fall into five categories.”? Among the countries with a high
level of mobilisation, Sweden, Norway and Austria® have had a pattern of strong and
stable social democratic participation in government. This categorisation, however,
does not appear well-matched with the development of the welfare state. For

example, the French and German legislation in the 1960s and 1970s, modelled on

% Walter Korpi, The Democratic Class Struggle (London: Routledge & Kegan Paul,
1983), p. 39.

! Gosta Esping-Andersen & W. Korpi, "Social Policy as Class Politics in Post-War
Capitalism: Scandinavia, Austria, and Germany," in John Goldthorpe, Order and Conflict
in Contemporary Capitalism, (Oxford: Clarendon Press,1984), p. 202.

> Walter Korpi, The Democratic Class Struggle (1983), p. 40.

» About the case of Austria, Korpi makes two different remarks regarding the
political power of the left, which appear to be conflicting. See Walter Korpi, The
Democratic Class Struggle (1983), and Gosta Esping-Andersen & W. Korpi, "Social
Policy as Class Politics in Post-War Capitalism: Scandinavia, Austria and Germany," in
John Goldthorpe, Order and conflict in Contemporary Capitalism, (1984).
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Beveridgean and Nordic patterns, poses a difficult question for the working-class
mobilisation theory. Neither country belongs to the high-mobilisation category.

The work of Peter Baldwin explains why the working-class mobilisation thesis
does not always work. He criticises a simple dichotomy such as working class vs.
bourgeoisie. It is misleading because redistribution of risk and income does not
always take place along the lines of class division. Instead of class, the redistribution
undertaken by social insurance reapportions the cost of misfortune most immediately
according to actuarial criteria, namely 'risk categories'.** Risk categories are a group
of actors identified and given interests in common by their shared relations to the
means of security, by their stake in or against the redistribution of risk promised by
social insurance.” Two attributes of a group are crucial in dividing the line between
risk categories. One is risk-incidence of the group and the other is the capacity for
self-reliance. Generally speaking, the working class is more prone to risk and less
self-reliant than others, but the working class is not in a position of monopoly of risk.
Even in a single class, there can be various risk categories. One sector of a class
may belong to the same categories as other sectors of another class. The middle class

in particular has embraced a multitude of risk categories with divergent interests.

* Peter Baldwin, The Politics of Social Solidarity, (1990), p. 11.

* Ibid., p.12. P. Baldwin and S. Olsson were engaged in the debate on the role of
farmers in the development of the Swedish welfare state. Baldwin argued that the farmers
as well as the working class played an important role in the 19th century when the
Swedish welfare reform started.  Olsson challenged this view, and pointed out that
Baldwin had misread the historical context. Olsson maintained that the Swedish welfare
state was the triumph of the working class. See Peter Baldwin, The Politics of Social
Solidarity: Class Bases of the European Welfare State 1875-1975 (1990), p. 113; Sven
E. Olsson, "Working Class Power and the 1946 Pension Reform in Sweden: A Respectful
Festschrift Contribution,"” International Review of Social History, 34, 2 (1989); Peter
Baldwin, "Class, Interest and the Welfare State: A Reply to Sven E. Olsson,"
International Review of Social History, 34, 3 (1989).
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Because of this multi-faceted nature of the middle class, its approach to social policy
has not been consistent over time. The transcendence from the restricted welfare
state to the solidaristic welfare state depends on whether social policy embraces a wide
range of risk categories. Peter Baldwin argued that winning middle class support is a
decisive factor in successful welfare reform.

The weakness of the class-based theories is that they do not adequately account
for the political mechanism of how class power or class-coalition is transformed into
policies. These class-based theories assume that political outcomes are a reflection of
the balance of political power. Esping-Andersen's work, for instance, makes a direct
link between class coalition and welfare-state regime attributes.” There is a whole
range of institutional pre-conditions to be met in order to establish the direct link
between class coalitions and policy outcomes. For example, first, peak interest
groups, such as organisations of industrial business and national trade unions should
have a strong leadership over their members. Secondly, there must be a close tie
between the peak interest groups and political parties so that the interest groups have a
channel into political decision-making. Thirdly, the parliament must be an effective
decision-making arena, where political parties install the political coalition. By and
large, a strong parliamentary system and the corporatist interest-mediation system may
fulfil these pre-conditions. These institutional settings, however, are only a few

variations among several possible institutional structures.

A comparative study on health care policy in Switzerland, France, and Sweden

*® Peter Baldwin, The Politics of Social Solidarity, (1990), pp. 21-31.

* Gosta Esping-Andersen, The Three Worlds of Welfare Capitalism (Cambridge:
Polity, 1990).
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illustrates how the difference in the institutional structure leads to different policy
outcomes in those countries.”® These three nations have different health care systems.
The Swedish health care system is considered the most socialised health system in
Europe, the Swiss the most privatised, the French a conflict-ridden compromise
between two.

This difference in health care systems cannot be well explained by the power
resources of interest groups. Instead, institutional dynamics are a more convincing
reason in explaining such differences. In Switzerland, the national health insurance
proposal failed to go through the legislative process. The Swiss institutional settings
allowed relatively small groups to block the policy proposal through the referendum
system. The Swiss executive had to compromise on health care in order to avoid a
defeat in the referendum. In consequence, health care is provided privately with
limited subsidies from the government. In the French case, several health reform
proposals were put forward since the first introduction of compulsory health insurance
after World War I, but they managed to pass through the legislative process only in
such an extraordinary period as the Liberation after World War II or the emergence of
the Fifth Republic. Yet, the health reform compromised various interests of the
society in a way that interest groups such as those of doctors and employers
successfully forced major revisions in the legislation. With respect to the Swedish
health care system, the long incumbency of the Swedish Social Democratic Party
paved the way to health care insurance without much difficulty.

In order to understand institutional dynamics, it is very important to identify

% Ellen Immergut, Health Politics: Interests and Institutions in Western Europe (New
York: Cambridge Press, 1992).

20



the veto points as well as the veto groups. The veto point means the place where the
effective decision-making takes place. In Switzerland, the veto point is the
referendum which provides the effective leverage to small interest groups to veto the
proposals which they do not like. In the Fourth Republic of France, the parliament
with its fragile coalition and weak party discipline can be described as a veto point.
Regarding Sweden, the Social Democratic party could be a veto point.

The concept of veto point is a useful tool in identifying the decision-making
point. The decision-making process, however, is not necessarily as negative as 'veto'
point sounds. With the same reasoning as that of the veto point, we can elaborate
another fruitful concept, the effective point of decision.” By the effective point of
decision, we mean an institutional terrain where policy decisions are effectively made.
Once policy decisions are made at the effective point of decision, the rest of the

institutional process becomes more or less a formality.

1.3 The Case of Korea: An Institutional Approach

To explore the mechanism of how politics shapes social policy, we need to examine
two dimensions of politics. First, we need to identify political actors in the society.
Political parties are, above all, major political actors. Trade unions, and business

organisations are also influential in many nations. Regarding social-policy making,

* Ellen Immergut, "The rules of the game: The logic of health policy-making in

France, Switzerland, and Sweden," in Sven Steinmo, K. Thelen & F. Longstreth,
Structuring Politics: Historical Institutionalism in Comparative Analysis (Cambridge:
Cambridge University Press, 1992), p. 65.
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professional groups such as doctors' organisations, teachers' unions and organisations
of social workers are also important actors. As well as these actors, war veterans and
women activists, for instance, could be effective in exercising their influence on the
issues about which they are concerned, as Theda Skocpol showed in the American
experience. She also emphasized the role of policy experts such as social scientists
and staff professionals and federal bureaus of labour statistics in shaping policy
initiatives.® As this thesis proceeds, we will be able to see that policy experts played
a crucial role in the making of social policy in Korea.

Studies from the class-based approach have shown their strength in identifying
political actors and assessing the power resources which political actors can mobilise to
realise their interests. Policy outcomes, however, do not automatically reflect the
balance of power between political actors. Because political actors have to transform
their power into policies through institutional mechanisms, the institutional
configuration may impose a deadlock on certain political actors whereas it may provide
a strategic edge to others. As in the Fourth Republic of France, for example, small
political parties can exploit a fragmented parliamentary system. Here, we need to
investigate the second dimension of politics, the institutional configuration.

The institutional analysis will enable us to see where policy-making takes place
beneath the formal structure of political institutions. We can also see how political
actors try to adapt their political strategy in order to take advantage of the given
institutional framework. In other words, the effective points of decision and political

strategies are the focal point of the institutional analysis.

*® Theda Skocpol, Protecting Soldiers and Mothers: the Political Origins of Social

Policy in the United States (Cambridge, Mass.: The Belknap Press of Harvard University
Press, 1992).
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The institutional approach has also a strategic advantage in analysing the
Korean case compared to the class-based approach. Class conflicts have not been a
decisive factor in Korean politics in general and in social-policy making in particular in
the way that the class-based approach assumes. Trade union movements were subject
to harsh oppression, and business organisations were not able to make their voice
strongly heard independently from the authoritarian government. The working-class
mobilisation thesis may explain why the Korean welfare system has lagged behind
those of the nations where the working class have exercised their political power. But
the working-class mobilisation thesis cannot explain how particular social policies,
especially those we shall examine, could be introduced. Another difficult question for
the working-class mobilisation theory is to explain why Korean trade unions did not
use their power, once acquired through political struggle, for the introduction of new
social welfare programmes.

The thesis that 'political parties matter', faces similar difficulties to those of the
class-based approach. The change of government between political parties, which is in
the centre of the analysis in the party-centred approach, simply did not take place in
Korean politics since the 1960s. Apart from the absence of governmental changes
between political parties, there has been no significant difference in the ideological
stance between major political parties. Influential political parties are moderate right-
wing parties with a certain extent of difference. More importantly, political parties
and the National Assembly were not effective points of decisions as we shall see in the
following chapter. These factors impose difficulties on the party-centred approach to
examine development of social policy in Korea. After the democratisation, however,

political parties exerted their influence in social policy legislation. We will pay
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attention to the role of political parties and the National Assembly in social policy-
making in relation to institutional changes.

Instead of class-based and party-centred approaches, we will formulate our
theoretical framework for the present thesis. According to Peter Hall, political
institutions comprise three different levels of political structure. In his words, "the
concept of institutions is to refer to the formal rules, compliance procedures and

"31  Tn other words, the institutional approach pays

standard operating practices.
attention not just to the global structure of institutions but also to intermediate
institutions and established patterns of political life. In this theoretical formation, we
can explore three conjunctures of politics in general and policy-making in particular.

First, we can take into account the historical and political context of
institutions. Institutions are the historical products of political struggle. In other
words, previous political struggles and their historical legacies are embedded in
institutions. When political actors agree with the normative social order of the overall
configuration of institutions®, the fact that institutions are the results of political
struggle may not be easily recognisable. But once these normative grounds of
institutions are challenged to the extent that it can be described as institutional crisis, it
would be clear that the institutions are the products of political struggle. In the

institutional crisis, political battles are more fierce and they take place over the over-

arching structure. Political actors who have a vested interest in the prevailing

' Peter Hall, Governing the Economy: The Politics of State Intervention in Britain
and France (Cambridge: Polity, 1986), p. 19.

> G. John Ikenberry, "Conclusion: An Institutional approach to American Foreign
Economic Policy," in G. John lkenberry, D.A. Lake & M. Mastanduno, eds., The
State and American Foreign Economic Policy (Ithaca: Cornell University Press, 1988),
p. 226.
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institutional configuration will defend it in terms of normative arguments as well as
other political actions. Those who are against the existing structure will challenge the
normative grounds of the existing institutions and may fight for alternative political
arrangements.

Secondly, we need to examine carefully the relational character of institutions.>
Once, the battle over the global structure is settled, policy decisions will be in the
centre of political conflicts. In many cases, the place where decisions are actually
made is different from the point where decisions are supposed to be made according to
the formal constitutions. Therefore, we need to look into interaction between political
institutions to find out where the effective point of decision is located.

Thirdly, we need to read the political strategy of political actors. In so doing,
we also need to see the preference formations of political actors. Because political
strategies are the tools of political goals, the preference formation of political actors is
an important factor in developing political strategies. Of course, political actors
develop their strategy in the given settings of institutions. From the point of view of
historical institutionalism, preference formation is contingent upon the historical
background of political actors as well as the institutional structure.>

This historical institutional approach has a strategic advantage in the analysis of
the development of social policy in Korea. As we shall find in Chapter 2, most social
policy decisions were made in a confined institutional terrain, to which only a small

number of decision-makers had access, until the democratisation process began.

* Peter Hall, Governing the Economy (1986), p. 19.

** Sven Steinmo & K. Thelen, "Historical institutionalism in comparative politics, "
in Sven Steinmo, K. Thelen & F. Longstreth, Structuring Politics: Historical
Institutionalism in Comparative Analysis (1992), p. 9.

25



Regarding social-policy making in Korea, the President, who has been the most
powerful and important institution in Korean politics, ministers concerned with social
policy, and policy institutions to which policy experts belong had made policy
decisions in the confined circle of institutions. Apart from these institutions,
provisional military councils, which were set up twice in two different military coups,
played active roles. Other political institutions such as the‘National Assembly and
political parties did not play significant roles as we could expect in the light of the
explanation of other countries. Consequently, social policy issues were not at the
centre of the political battle.

We will investigate these three conjunctures of institutional configuration: first,
the overarching institutional structure, secondly, the effective point of decision and
thirdly, the political strategies of political actors. As we shall see, Korean politics
since the 1960s has been unfolding in a way that we may call the politics of
legitimation, which is characterised by fierce political battles over the overall structure
of institutions. In this battle, the legitimacy of the institutions as a whole was
challenged and those in power attempted to defend it. We will describe Korean
politics from the 1960s to the late 1980s when the democratisation began, the politics
of legitimation. Since this politics of legitimation had been carried through to those
three conjunctures of institutional configuration, we will examine how the politics of
legitimation determined the politics of social policy through the analysis of each level
of institutional structure.

By legitimacy, we mean the belief in the legitimate authority. Such belief can
be established in a number of ways. For example, as Max Weber puts it, political

actors may ascribe legitimacy to a social order by virtue of tradition, affection and
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value-rational faith.* The belief in the legitimate authority is also historically
determined as well as by such various perceptions. It seems to be a mistake, for
instance, to say that the feudal social order of a society in the Middle Ages was not
legitimate, only referring to the belief which prevails in contemporary society. The
reference of legitimacy must be found in the context of the society concerned. In
other words, the legitimacy of a particular political regime must be understood in
relation to the sets of values of that society at a particular point in time. Throughout
this thesis, we will ascribe legitimacy to the conformity of regimes to the principles of
democracy. This is the case in the Korean context in the particular period of time
with which we are concerned, since the 1960s. As this thesis proceeds to the
following chapters, we will find that there has been an implicit consensus in Korean
society throughout the period since the 1960s that legitimacy hinges on the conformity
of regimes to the principles of democracy. What mattered was how to justify the
prevailing regime if it were not based on the principles of democracy. Those in power
attempted to defend their regimes with varying degrees of success, arguing that the
violation of democratic principles was either necessary or inevitable, at least for the
time being. But they did not deny democracy itself as a legitimate form of political
order. Political opposition, of course, called for democratisation, instead of accepting
the justifications from those in power.

Even if we define legitimacy in terms of conformity to democratic principles,
there still remain some methodological issues to solve. First, such definition does not
resolve the issue of measurement of legitimacy. Because conformity to democratic

principles ultimately depends on the perception of people in society, the degree of the

> Max Weber, Economy and Society (New York: Beminister Press, 1968), p. 36.
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legitimacy of a political regime has inevitably to refer to such perception. This gives
rise to methodological difficulties in measuring the degree of legitimacy. One may
directly ask people how they perceive the prevailing regime, using survey research
techniques. Alternatively, one may also analyse results of elections or referenda in
order to look into the popular belief about the prevailing regime. These methods are
not always as reliable as one might expect. Opinion polls are often banned in many
authoritarian regimes, or political authorities manipulate them for their own political
purpose. Regarding elections and referenda, high turn-outs and high rates of support
are the characteristics of authoritarian regimes not of democratic political systems, due
to political mobilisation and propaganda.

The second methodological difficulty stems from the fact that authoritarian
regimes do not deny completely the principles of democracy. They attempt to appear
democratic as long as such an attempt does not endanger their hold of power.
Elections and referenda do take place and a certain degree of political autonomy is
given to political parties and social groups. One may score points for a political
regime with respect to democratic institutional elements to measure the extent of its
legitimacy, but such a method seems to be too static to capture the dynamics of politics
and that of political change in particular.

In this thesis, we do not directly tackle the issue of the measurement of
legitimacy, nor do we attempt to evaluate the legitimacy of the series of regimes over
the period with which we are concerned. Instead, we will pay attention to critical
points in time when violations of democratic principles were made and the issue of
legitimacy explicitly arose. In particular, we focus on the military coup d'état of

1961, the constitutional reform of 1972 and the political turmoil of 1980. We focus on

28



these political conjunctures because at such points in time political initiatives of social

policy came about as an effort to enhance the legitimacy of political regimes.

1. 4 The Politics of Legitimation and Democratisation

By the politics of legitimation, we mean the politics in which the normative grounds of
the overarching institutional framework of polity are challenged, and those in power
attempt to defend it by the use of political measures such as social policy. Since we
understand legitimacy in terms of conformity to democratic principles, the politics of
legitimation differ from those of democratisation, although they could both ultimately
result in enhancing the legitimacy of political regimes. In the politics of legitimation,
various political measures are used to enhance the legitimacy of the prevailing regime,
while the undemocratic nature of the institutional structure is maintained. By contrast,
in the democratisation process, the overarching structure itself would be reformed so
that it conforms to the principles of democracy. It gives rise to the necessity of
explaining whether and how the transition from the politics of legitimation to the
politics of democratisation can be carried through in terms of institutional changes.

The notion of legitimation refers to engendering and maintaining the belief that
the existing political structure of institutions is appropriate and acceptable to the
society. A similar conception of legitimation has been adopted by some social

scientists and neo-Marxist scholars in particular.®® In this thesis, however, we will use

% Claus Offe, Contradictions of the Welfare State (London: Hutchinson, 1984).
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the notion of legitimation in a narrower and more specific sense than neo-Marxists
have. Whereas neo-Marxists see certain sets of public policy measures such as those
of social policy as measures of legitimation, in this thesis we will see policy measures
such as social policy initiatives as efforts of political legitimation only in the context of
the deficiency of legitimacy. We understand, therefore, social policy measures in
Western democracies in terms of democratic political process.”” If we look into each
of three conjunctures of institutional configuration, the difference between the politics
of legitimation and democratic political process should be clear. If one only takes into
consideration two levels of institutional conjunctures, i.e., the relational character of
institutions and the political strategy of political actors, one cannot pinpoint what the
differences are between the politics of legitimation and the democratic political
probess.

In the politics of legitimation, first and foremost, the overarching institutional
structure is challenged, due to the deficiency of legitimacy which in turn stems from
the violation of democratic principles. Secondly, the political process and especially
the decision-making process is monopolised to a great extent by those in power.
Thirdly, political actors develop their political strategy in given political constraints.
Those in power devise their political strategy in a way that would enhance the
legitimacy of the prevailing institutional structure.

We have set forward the hypothesis in the beginning of this thesis that the
political and institutional logic of social policy in Korea has been primarily determined

by the politics of legitimation. To find out the validity of this hypothesis, it is

*" Walter Korpi, The Democratic Political Struggle (London: Routledge & Kegan
Paul, 1983).
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important to look into the strategy of legitimation, i.e., the political rationale for
political decisions and the structure of social policy institutions. Certainly, social
welfare programmes do carry out the political function of legitimation in such a way as
neo-Marxist scholars have described. This does not, however, necessarily support our
hypothesis since the politics of legitimation clearly imply intentional political action.
This gives rise to a necessity to follow closely the decision-making process of social
policy and to analyse the perceptions of decision-makers.

During the period 1961-1987, the governments of Korea pursued a strategy of
legitimation that can be summarised as legitimation through economic performance
despite the different emphases at certain points in time. President Park's government
pursued an economic-growth strategy whereas President Chun aimed at economic
stabilisation. In that formula, economic policy was given priority over other policy
considerations including those of social policy. The political rationale and institutional
structure of social policy should, therefore, be analysed in this paradigm of policy-
making. It is particularly important to capture how economic strategy which was
placed at the centre of the strategy of legitimation constrained social-policy decisions
and in turn the structure of social-policy institutions. We will follow closely the
political process formulating the strategy of legitimation through looking into the
confined institutional terrain where policy decisions were effectively made. We will
also pay attention to the ways of policy intervention in the financing of social welfare
programmes and attempt to find out how the strategy of legitimation entailed social-
policy institutions which required low state financial commitments.

Since 1987, the nature of Korean politics has changed from the politics of

legitimation to that of democratisation. Through the process of democratisation, the
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overarching structure of institutions increasingly came to conform to democratic
principles, and the relational character of institutions has changed in such a way that
the confined circle of institutions can no longer monopolise policy decisions. The
political strategies of political actors have changed since political opportunities and
channels became more available to some actors, while new democratic constraints
were imposed on other political actors. In other words, there have taken place a great
number of changes in all three conjunctures of institutional configuration.
Nevertheless, these changes do not necessarily imply a clear discontinuity either
in the politics of legitimation or in the politics of social policy. First, the
democratisation process does not resolve the issue of legitimacy once and for all since
it is a piecemeal reform. Some of the authoritarian characteristics of institutional
structure, such as issues concerning the National Security Law, have certainly been
carried over to the period of post—1987. Secondly, in terms of the relational character
of institutions, a democratically elected President could exercise strong political power,
even stronger than the authoritarian counterpart, if he has a powerful mandate. In
other words, democratisation does not in itself guarantee a stronger voice or more
influence to other political actors such as political parties and social groups. Thirdly,
social-policy considerations would not automatically be given priority over economic
policy. Since "the eventual survival of the new democracies will depend to a large
extent on their economic performance,"*® economic policy would be taken most
seriously in the new democratic government. In other words, the policy paradigm

which gave priority to economic policy over social policy might persist in the post-

3% Adam Prezworski, Democracy and the Market (Cambridge: Cambridge University
Press, 1993), p. 95.
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1987 period in Korea.

In the analysis of the period of democratisation, we will first focus on the
changes in the nature of institutional relations. Electoral politics and political
confrontations such as that between the President and the National Assembly, will be
placed at the centre of our analysis. This analysis will enable us to see whether the
nature of the politics of social policy has been changed and where the effective point
of social-policy decisions has been shifted. We will ask questions as to whether the
President still holds the effective power to make decisions or whether other institutions
such as the National Assembly have gained power over political decision-making.
These will lead to further questions as to whether the changes in social-policy making
would bring about transformation of social-policy institutions. We will pay attention to
continuity and discontinuity in the modes of policy intervention in the financing of
social welfare programmes.

Since the issue of legitimacy has to a certain extent been carried over in the
period of democratisation, elements of the politics of legitimation also remained in the
post-1987 period. Nevertheless, we would not see the politics of legitimation as
overriding the nature of politics in the period of democratisation, since the normative
grounds of the newly formed institutional structure have not faced challenges to the
extent of an institutional crisis. The political function of social policy, namely
enhancing political support, however, would still be available for political actors, and
there is no reason for them to abandon such useful political instruments. We will
analyse how political actors, especially the President and political parties, perceive
social policy and develop political strategy from the perspective of democratic political

process, in which the elements of the politics of legitimation still persist.
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1.5 The Role of the State and the Qutcomes of Social Policy

So far we have discussed issues in the policy process through which social policy
originated. We now turn to the results of this process, to social policy institutions and
to the outcomes of government actions in the form of social policy.

Possibly the most used method for measurement of social policy activity is the
public expenditure approach.” The standard method is to calculate the size of either
public expenditure or social expenditure as a percentage of GDP. This method can
produce a table which shows at a glance the trend of public expenditure over time in
one nation and give a clear comparison among nations at one point in time. The other
reason why this public expenditure method has been widely used is that data on public
expenditure is the most easily available. In many Western democracies, especially
where public spending is high, the figures for public expenditure are also a politically
sensitive indicator.

There have been, however, criticisms of the validity of the public expenditure
approach. On the one hand, it is criticised in the sense that expenditures are
epiphenomenal to the theoretical substance of welfare states and that the linear scoring
approach contradicts the sociological notion of power, democracy and welfare which

are structural phenomena.* On the other hand, it is also criticised in terms of social

*® See Frederic Pryor, Public Expenditures in Communist and Capitalist Nations
(1968); Harold Wilensky, The Welfare State and Equality: Structural and Ideological
Roots of Public Expenditure (1975); David Cameron, "The Expansion of the Public
Economy: A comparative analysis," American Political Science Review, 72 (1978);
Francis Castles, The Impact of Parties (1982).

“ Gosta Esping-Andersen, The Three Worlds of Welfare Capitalism (Cambridge:
Polity Press, 1990), p. 19.
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rights. Higher expenditure does not necessarily mean better protection of social
rights.* For instance, a part of the population might not have access to the public
health care system in a country where the public spending on health is larger than
another country where most of the population have equal access to medical protection.

We could also point out the limit of the public expenditure approach as a
method of comparison concerning the financing of welfare programmes. Because the
institutions of social policy and their funding method vary to a great extent from one
country to another, the implications of public expenditures in general and, social
expenditures in particular, are not always the same. In Britain, for instance, where
the health care services are largely funded by government expenditure, the proportion
of government spending on health is a good indicator of the role of the state, but in
other countries like Korea the importance of government spending as an indicator is
not so significant as in Britain because of the method of financing. To find out the
reason, we need to differentiate the role of the state in the financing of welfare
programmes.

Instead of making a typology according to the global attributes of the welfare
state, we will focus in the present thesis on the role of the state in the financing of
welfare programmes. In the financing of welfare programmes, state intervention falls
into three types according to the role which the state plays. In the first type, the state

is a 'provider’, which means that it produces social services through its expenditure.

*t See Walter Korpi, "Power, politics, and state autonomy in the development of

social citizenship: Social rights during sickness in eighteen OECD countries since 1930,"
in American Sociological Review, Vol. 54 No. 3 (1989); Oli Kangas, The Politics of
Social Rights: The Studies on the Dimensions of Sickness Insurance in OECD Countries
(Stockholm: Swedish Institute for Social Research, 1991); Joakim Palme , Pension Rights
in Welfare Capitalism: The Development of Old-Age Pension in Eighteen OECD
Countries 1930 to 1985 (Stockholm: Swedish Institute for Social Research,1990).

35



The second type of intervention is as a 'regulator’ in which the state makes laws,
decrees or regulations to bring about a certain form of compulsory programme. The
state, however, does not provide the funds itself. In the last form, the state is a
'market-maintainer’. This form may imply that there is no state intervention at all in
social welfare programmes. The state does not interfere with market mechanisms and
lets the market provide welfare. This form can, however, be a deliberate action in
two ways. First, if a change is made from one of the other two forms of state
intervention to the market-maintainer, this change might be a deliberate action.
Secondly, if the state rejects the demand to change the way of state intervention from
the type of market-maintainer to another, this might also be an intentional means of
intervention, a deliberate non-action.

We will discuss the type of intervention in detail in chapter 3 in which we will
be concerned with four welfare programmes*: Industrial Accident Insurance, National
Health Insurance, the Public Assistance Programme and the National Pension
Programme. These four programmes are the main contours of the Korean welfare
system in terms of history, coverage and impact. They also represent the main areas
of social policy: industrial accidents, health care, income support and old-age pensions.

Industrial Accident Insurance was introduced as a compulsory welfare programme in

1964. 1In 1990, 41.3% of employed persons* were covered by Industrial Accident

“? In this thesis, we do not analyse education and housing policies. Of course, they
are important parts of the welfare state, but the present framework cannot deal with these
two areas of social policy because we think we need to approach them from cultural and
sociological angles as well as political analysis. For this reason, it must be said that the
discussion in this thesis does not cover the whole of the welfare system in Korea.

* The figure is calculated from National Bureau of Statistics, Han'guk T'onggye
Nyon'gam [Korean Statistical Yearbook] (1990) and Ministry of Labour, Sanjae Pohom
Saop Nyonbo [Yearbook of Industrial Accident Insurance] (1990). 'Employed persons'
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Insurance. National Health Insurance was introduced in 1965 as an experimental
programme. In 1977, it has became a compulsory programme and the coverage has
been gradually widened. National Health Insurance became a universal programme,
covering the whole population in association with the Health Assistance Programme in
1989. It marked a breakthrough in the development of the Korean welfare system.
The Public Assistance Programme (1965) and the National Pension Programme (1988)
are the income maintenance programmes for low-income people and for the elderly,
respectively.

With respect to the analysis of the social policy outcomes, we may have to
make a difficult choice: which aspects of policy outcomes should we look into? This
often gives rise to the issue of value judgement, because not all outcomes of social
policy are technical. Desirable outcomes to someone may not be desirable at all to
others. For libertarians, social welfare programmes easily lead to undesirable
consequences. For egalitarians, social policies are supposed to bring about a better
income distribution. The debate seems to be conducted upon never-converging
parallel lines.

We propose two perspectives to evaluate the outcomes of social policy: the
perspectives of redistribution and of social rights. These two perspectives will allow
us to see the outcomes from different angles and will provide a balanced point of
view. In examining policy outcomes, we focus only on primary consequences not
unintended outcomes such as disincentives to work nor secondary outcomes such as
freedom. First, we will analyse three dimensions of income distribution: the trend of

income distribution, cross-sectional income redistribution and income redistribution

includes 'temporary employees' who work fewer than 18 hours a week.
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over life-cycle. With respect to the trend of income distribution, we will review a few
existing studies of income distribution. Through the cross-sectional analysis, we will
measure redistributive effects of social policy. We will also do a simulation to find
out the effects of income redistribution over life-cycle.

Secondly, we will look into the social rights aspect of welfare outcomes.
Following T. H. Marshall's insights, we can define social rights as "referring to
legislated social provisions aimed at guaranteeing economic welfare and security for
every citizen, and the standard of those provisions correspond to the prevailing
standards in the society."* The concept of social rights has a strong implication of
the ideal state of human life which social policy should pursue. In many cases,
benefits from social welfare programmes come after an individual's misfortunes, such
as health care for illness, industrial compensation for accidents and unemployment
benefits to the unemployed. Most people would like to avoid the misfortune in the
first place rather than to receive benefits following an unwanted event.  Nevertheless,
they still need a guarantee as a right to rely on in the possible event of misfortune.
Using the concept of social rights, the second section of chapter 4 will examine social
rights to health care, pension and protection against poverty and economic
contingencies.

As we shall argue, the governments in Korea aimed at enhancing the legitimacy
of the political regime when they introduced social policy. We will investigate the
political strategies of legitimation in chapter 2. But how do we measure to what extent
social policy has enhanced the legitimacy of a political regime? In a volatile

constitutional political crisis, the very introduction of social policy may lead to

“ Oli Kangas, The Politics of Social Rights (1991), p. 15.
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enhancing political legitimacy, which we are able to analyse quite closely in the
political context. However, in the long run, the analysis of social policy to enhance
the legitimacy of the political system is related to the outcomes of these policies. The
degree to which they are effective in producing intended outcomes and the distributive
consequences which will bring about winners and losers are among the issues to be
analysed regarding the longer term political impact of social policy. In the analysis of
these issues, we are only in the position to make a first start for three reasons. First,
due to the immaturity of the welfare system, outcomes have not yet materialised.
Secondly, political feedbacks such as political opinion about social policy outcomes do
not strongly appear, and for this reason it is too early to evaluate the political impact
of policy outcomes. Lastly, our analysis of intended and primary outcomes sheds light
only on limited aspects of policy outcomes. Since our evaluation of social policy

outcomes breaks new ground, it is inevitably partial and tentative.
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Chapter 2.

The Making of Social Policy

No political institution is a static structure. On the contrary, political institutions are
constantly in change in varying degrees. Changes in political institutions can be
brought about by the shift of political power as well as by the socio-economic
developments. In a stable democracy where the overall structure of institutions is
accepted by the majority of society, political battles take place over policy matters and
the whole framework of institutions is normally stable. By contrast, where the overall
structure of institutions lacks the normative grounds, such as democratic legitimacy,
the political struggle tends to be about institutions. Those who have power attempt to
defend the existing framework of institutions in one way or another. Sheer physical
repression against opposition is often used in many authoritarian political regimes, yet
such regimes also have to defend themselves in other ways. They may have to
persuade people that they are competent as a government despite the lack of legitimacy
or that there is no other option available for the time being. The opposition would
not accept the argument of the power nor recognise the legitimacy of political
institutions. They will try to point out the undemocratic nature of political institutions.
They will also demand a transition to democracy. In this political situation, the
legitimacy of the whole institutional framework is subject to political conflicts. We
will call such politics the politics of legitimation.- What political strategy do political

actors adopt in the politics of legitimation? What are the roles of political institutions
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such as the government, the parliament and political parties in policy-making? Where
are policy-decisions taken?

Korean politics over the last three decades can be described as a case of the
politics of legitimation. Since the military coup d'état overthrew the Second Republic
in 1961!, the legitimacy of the political regime had been challenged by opposition
parties and civil movements. The responses from the government to the opposition
were three-fold.  First, legal and constitutional changes were made to strengthen their
grip on power and to repress the opposition. For instance, the Park government
revised the Constitution to make sure that President Park Chung Hee could be in the
office for his life time. The new Constitution, the so-called Yushin Constitution, also
stipulated the institutional structure in which the President had a monopoly of power.’
The Park government ended abruptly in October 1979 due to President Park's death.
This sudden end of the Park government could have led to democratisation. Amid the
political turmoil, another military general, General Chun Doo Hwan, denied the
opportunity for democratisation and maintained the authoritarian regime. This meant

that the crisis of legitimacy would continue for another decade.

' As for Korean politics in the First and Second Republic, see Sungjoo Han, The
Failure of Democracy in South Korea (Berkeley: University of California Press, 1974).

Referring to O'Donell's model of 'bureaucratic authoritarianism', the Park
government was described as a 'bureaucratic authoritarian' regime. Whether the
emergence of the authoritarian regime could be explained by the ‘'bureaucratic
authoritarian regime' theory is subject to debate. See Han Sangjin, "Kwallyojok
Kwonwijutui-wa Han'guk Sahoe [Bureaucratic Authoritanism and Korean Society]," in
Soul Taehakkyo Sahoehak Yon'guhoe ed., Han'guk Sahoe-iti Chont'ong-gwa Pyonhwa
[The Tradition of Korean Society and Change] (Seoul: Pommunsa, 1983): Yi Chongpok,
"Sanop Sahoe-wa Chongch'i Ch'eje-uii Pyonhwa" [Industrialisation and the Change of
Political Institutions], in Han'guk Chéngch'ihak Hakhoebo [Journal of the Korean
Political Science Association] Vol. 19, 1985; Hyuk Baeg Im, "The Rise of Bureaucratic
Authoritarianism in South Korea," World Politics Vol. 39, No.2 (1987).
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Secondly, the governments took advantage of the threat from communist North
Korea. The governments often claimed that the authoritarian political system was
inevitable, at least for the time being, faced with the communist threat. This claim of
the communist threat provided a justification not only for the political system as a
whole but also for many repressive measures which we will discuss in due course.

Thirdly, the governments attempted to persuade citizens that they were
competent and that they could deliver what the nation wanted. President Park's drive
for economic growth and President Chun's emphasis on economic stabilisation were
the essential parts of such a strategy. In other words, their political strategy was
legitimation through economic performance. Social policy was also a part of the
strategy of legitimation. Regarding the position of social policy in the strategy of
legitimation, it depends on how the relationship between economic and social policy is
defined. Social welfare programmes may require the resources which otherwise would
go to economic programmes. Social welfare programmes may also affect incentives to
work in a negative way. Social policy, of course, can be compatible with economic
policy and it can be a integral part of the overall economic policy. With respect to
policy-making, the crux of the matter is the policy paradigm of decision-makers
through which they perceive the relationship between economic and social policy in

relation to their political necessity.” Here, we need to see how social policy was

* "In technically complex fields of policy, such as that of macroeconomic policy-
making, decision-makers are often guided by an overarching set of ideas that specify how
the problems facing them are to be perceived, which goals might be attained through
policy and what sorts of techniques can be used to reach those goals.”

Peter Hall, "The movement from Keynesianism to monetarism: Institutional
analysis and British economic policy in the 1970s," in Sven Steinmo, K. Thelen & F.
Longstreth, Structuring Politics: Historical Institutionalism in Comparative Analysis
(Cambridge: Cambridge University Press, 1992), p. 91.
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perceived by the decision-makers and how changes in the policy paradigms could
affect policy decisions.

Because of the institutional arrangement in the authoritarian regime, there was
little space for political actors such as political parties, trade unions, business
organisations and other interest groups to respond to those in power. First, the
National Assembly was effectively controlled by the government through constitutional
provisions which ensured majority for the governing party in the National Assembly
regardless of the vote each political party won in the general election.* Secondly,
rights to organise social groups were effectively denied and the official organisations
of interest groups were controlled by the government.” Thirdly, repressive measures
were widely used when necessary.  Martial law and Presidential Emergency
Measures were often imposed on many occasions to repress opposition. Due to these
institutional constraints, political actors had only narrow channels to the decision-
making process.

The institutional constraints did not mean complete denial of political activity.
Interest groups attempted to enhance their interest given the constraints. Business

organisations expressed their view when necessary and official trade unions tried to

* According to the 'Yushin' constitution of the Fourth Republic, the President had
constitutional power to appoint a third of the National Assemblymen, which ensured the
majority of his party in the National Assembly in conjunction with the electoral system
of the rest of the National Assemblymen. In the Fifth Republic, one half of the
proportionally elected National Assemblymen was given to the biggest party after the
general election, according to the provision of the proportional representation system.
More importantly, the opposition parties in the National Assembly were effectively
controlled by the government in the Fifth Republic.

> Jang-Jip Choi, "Interest Conflict and Political Control in South Korea: A Study of
Labor Unions in Manufacturing Industries, 1961-1980," (Ph.D. Dissertation, The
University of Chicago, 1983).
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protect workers' interests. Sections of this and the next chapters will account for the
relationship between businesses and the state. We will also trace the ups and downs of
trade union movements. Direct political challenge came from civil opposition and
democratic union movements.® These civil movements were deeply rooted in student
democratic movements. Despite the heavy-handed oppression against them, the civil
opposition movements persistently raised political issues such as democratisation,

human rights and social justice.’

They challenged the legitimacy of the political
regime and called for democratisation. Political parties sometimes attempted to
mobilise support outside the institutional arena.

Politics also took place in the street where students and heavy-geared policemen
confronted each other. In this fierce form of politics, political conflict was over the
legitimacy of the political regime and constitutional reform. The civil and student
democratic movements played an important role in this constitutional reform
movement. The question is why the issue of social policy was not raised by these
political actors. Why were the social policy decisions made in the confined
institutional terrain? How were decisions made in that institutional space? These are
the central questions in this chapter.

We will examine the political strategy of interest groups and social groups and
their perception of social policy. We will pay attention to the preference formation of

business and trade unions, both official and 'democratic’ unions. We will also analyse

the political efforts of doctors to protect their interests regarding social policy.

® George E. Ogle, South Korea: Dissent within the Economic Miracle (London: Zed
Books, 1991).

7 Hak-Kyu Sohn, Authoritarianism and Opposition in South Korea (London:
Routledge, 1989), ch. S.
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Doctors are among many professional groups who have interests at stake in social
policy issues. They are so well organised and influential that they can promote and
block policy proposals in their own interest. Doctors, however, are not always
successful in protecting their interests. Whether they effectively protect their interests
is dependent on the institutional setting and their political strategy given such settings,
as well as their organisational power, such as the number of membership and the
structure of organisation.® In Korea, doctors are among the few professional groups
who are well organised. Most other professional groups are less well organised in
contrast to doctors. Teachers, for instance, are not allowed to form unions and their
official organisation has been criticised as not being independent. However, the
reason we will look into doctors is not because they were strong enough to defend
their interests but because they often failed to promote their interests. Through the
analysis of the political activity of doctors, we can see the extent of the institutional
constraints imposed on the political activity of a group like that of doctors who were
well organised but did not intend to challenge the legitimacy of the government. We
can also see that the confined institutional terrain is not only confined but also closed.
By the confined institutional terrain, we mean the exclusive circle of institutions
to which only a small number of decision-makers have access. In this small circle,
policy discussions take place in an exclusive manner and the policy process is not open
to the public. What makes this small circle distinctive is that it is highly effective and
hierarchical in its decision-making process, in particular because it is the place where

the president makes his decisions. In this small and exclusive circle, the president, his

® Ellen Immergut, Health Politics: Interest and Institutions in Western Europe (New
York, Cambridge University Press: 1992), pp. 6-9.
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advisory staff and involved ministers plan their political strategy and make policy
decisions in relation to the strategy. It is important to recognise the exceptionally
strong presidency in Korean politics in general and policy-making in particular. The
strong presidency is due not only to the authoritarian politics but to the personal
authority of both Presidents Park and Chun over politicians and bureaucrats.
Regarding social policy decisions, two institutions of policy experts as well as
those top decision-makers played an important role in the social-policy making: the
Committee for Social Security (CSS) and the Korean Development Institute (KDI).
The Committee for Social Security was an advisory committee for the Minister of
Health and Social Affairs. Policy experts of the CSS played an active role from 1960
to 1972 when the Korean Development Institute effectively took over the role. The
Korean Development Institute was established by President Park Chung Hee in 1971
for the drafting of an overall economic plan, and evaluating the nation's economic
performance. The Committee for Social Security originated from a private group of
people, comprising concerned doctors, intellectuals and civil servants. This group was
a private study group concerned with the feasibility of introducing social welfare
programmes. Even though officials from the Ministry of Health and Social Affairs
participated in the group, and the group used the facilities of the Ministry, the group
had no official status before they became the Committee for Social Security in 1962,
When President Park took power in the military coup d'état of 1961, the study group
could respond quickly to policy demands from the President. Through this
opportunity, the study group became the Committee for Social Security as an advising
committee for the Minister of Health and Social Affairs. Since then, it continued to

work, drafting social policies by the time of 1972 when the Korean Development
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Institute took over most of the roles of the Committee for Social Security.

The role of policy experts in the decision-making process was to provide
expertise to the decision-makers and to draft policy proposals once decision-makers
had formulated broad policy orientation. Their role was, however, not limited to such
practical work. More importantly, they also influenced the decision-makers'
perception of social policy. They can initiate new policy ideas and proposals of which
decision-makers are previously unaware. Policy experts may also affect the policy
paradigm of decision-makers. The policy paradigm, however, is less likely to change
because it stems from the political philosophy of decision-makers. If there is a
difference in the policy paradigm between top decision-makers, especially between the
president, and policy experts, policy experts could be marginalised from the decision-
making process. We will follow the two institutions of policy experts, i.e., the
Committee for Social Security and the Korean Development Institute, one idealists and
the other pragmatists. The account of their rise and fall will provide insight into the
workings of the confined institutional terrain.

Before we probe into the decision-making process, we should review the
historical backgrounds of the political institutions and political actors. Because
political institutions are deeply embedded in the political and social history of the
country, a historical analysis will explain the origins of institutional crisis. Section 1
of this chapter will examine the history from the colonial period of Japanese
imperialism through the period of the American Military Government to the Second
Republic which ended in 1961. A historical examination of the period prior to the
Third Republic is quite important because the legitimacy of the political regime was

already considerably undermined from this period. We can see that the subsequent
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constitutional crises were not only a matter of constitutional reform. The constitutional

crises were actually the manifestation of the legitimation crisis of the political regime.

2.1 The Nature of the State and Social Classes

The Legacy of Japanese Imperialism and the American

Military Government

In the thirty five years of Japanese rule, Korean society experienced drastic changes in
its class and state structure. The American military government also impressed its
legacy on the Korean class and state structure as the Japanese had done before, even
though it lasted only three years from 1945 to 1948 after the period of Japanese rule.
A brief review of this period will reveal that the deficiency of political legitimacy in
Korean society stems from this period. It will explain why constitutional crises in later
periods were not only a matter of reforming the constitution but were fundamentally
crises of political legitimacy.

After the Sino- and Russo-Japanese Wars, Japan annexed the Korean peninsula
in 1910 with the recognition of Great Britain and the United States.” The colonial
function of Korea was to provide resources for Japanese industries and to act as a

strategic bridge for Japanese imperialism to penetrate into China. For this purpose,

’ There were agreements between Britain and Japan, and between the U.S.A and
Japan: the Anglo-Japanese Treaty and the Taft-Katsura communiqué, respectively. These
agreements recognised the Japanese ascendancy in North-East Asia while Japan promised
not to interfere with British policy in Burma and China, and with American affairs in the
Philippines.
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the Japanese built railways through Korea to China and industrial plants in the northern
part of Korea to support their colonial operation in Manchuria.

In order to implement their colonial aims, the Japanese implanted the Japanese
state structure in Korea, which was alien to Korean society. Until the 1910
annexation, the Korean state was based on an agricultural society, with Confucian
ideology.'® The Korean state extracted revenues from agricultural products and did not
attempt to accumulate resources to transform the society from an agricultural to a
capitalist society. A huge bureaucratic structure was exogenously imposed on Korean
society. The colonial state comprised three pillars: bureaucracy, colonial banks, and
oppressive apparatuses.'' The colonial state proved to be very effective and
oppressive. The bureaucracy was organised and disciplined by military rationale. All
Governor-Generals in the colonial state were Japanese generals. To control the
population the colonial government used the police, who were notorious for their
oppressive behaviour. This oppressive bureaucracy and police force remained
unreformed even after Liberation in 1945. The failure of reforming bureaucracy was
one of the origins of the deficiency of Korean political legitimacy, which has its roots
in this period.

Japanese colonial rule also had a great impact on the class structure of Korea.
The cadastral survey from 1910-1918 dispossessed the peasants of their land. The
survey was basically a land re-register programme. The conventional land ownership

in the Choson Dynasty was changed into a modern register programme. Until 1910,

9 C. 1. Eugene Kim & Han-kyo Kim, Korea and the Politics of Imperialism, 1876-
1910 (Berkeley: University of California Press, 1967).

! Bruce Cumings, The Origins of the Korean War: Liberation and the Emergence of
Separate Regimes 1945-1947 (Princeton: Princeton University Press, 1981), pp. 12-16.
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Korean peasants were small-scale land-owners, tenants and a mixture of these. Many
peasants failed to re-register their land, partly because they were ignorant of the new
law and partly because they were deliberately misinformed by the Japanese authorities.
The Oriental Development Company, a public company of the Japanese colonial state,
bought most of the land very cheaply and distributed it to Japanese farmers who had
immigrated from Japan. The choices which the Korean peasants had were two-fold:
either renting land on unfair conditions or leaving the land altogether. A great number
of the peasants left their land for the northern part of Korea where new industrial plant
had been built, or for Japan and Manchuria, where they became the basis of a working
class. Throughout the colonial period, the working class grew on a great scale. In
terms of class power, however, they were weak. They failed to organise themselves
into a class power because of the harsh control of the oppressive Japanese colonial
apparatus.

The landlord class managed to survive under Japanese rule. This survival,
however, meant their demise as a dominant class in the Liberation period after World
War II. In return for their compliance with Japanese rule, the landlord class retained
their land and also secured their privileges. The landlord class did not change their
way of managing agricultural businesses. They simply collected rents from tenants.
They did not invest the surplus in new farming techniques for the improvement of
productivity. Rather, they put the money into land speculation and money-lending.

Even though there were some landlords who became capitalists'?>, most of the landlords

'* A study by Eckert traced a family of landlords from the Japanese Imperialist period
to the post-Liberation, who managed to transform themselves from landlords to capitalists.
Carter J. Eckert, Offspring of Empire: The Koch'ang Kims and the Colonial Origin of
Korean Capitalism, 1876-1945 (Seattle: University of Washington Press, 1991).
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failed to transform themselves into capitalists. The vast majority of the industrial
factories were run by Japanese nationals and the public companies of the colonial state.

Overall, the class structure in the colonial period turned out to be a distorted
form: an emerging working class, and weak landlords as a dominant class. The point
which should be stressed here is the absence of a capitalist class. This absence
provided the Korean state with considerable space to manoeuvre in industrial and
social policies in the post-Liberation period.

On 5 September 1945, the American army landed in Korea and found
themselves amidst an imminent socialist revolution. One study of the division of
Korea suggested that General Hodge, who was in charge of the American Army in
Korea, had no detailed plan for a policy of occupation.” The policies of the American
military government were guided by the general foreign policy on the Far East. The
underlying aim of American foreign policy at that time was to contain the Soviet
Union within the northern part of Korea and to ensure the establishment of a non-
socialist nation in the southern part.™

Having a containment policy, the American military government did not spend
time on building a new bureaucracy. It maintained the political machinery which used
to rule Korea under Japanese imperialism. It re-employed the personnel and
policemen who had worked under the Japanese colonial state, to whom the Korean

people did not give any legitimacy at all. The American military government gave

1> Soon Sung Cho, Korea in World Politics, 1945-1950: An Evaluation of American
Responsibility (Berkeley: University of California Press, 1967).

'* As for the critical review of the American foreign policy in the post-war period,
see Joyce & Gabriel Kolko, The Limits of Power: the World and United States Foreign
Policy, 1945-1954 (New York: Harper & Row Publishers, 1972).
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political favour to Syngman Rhee, a long-standing nationalist and later the first Korean
President.’® It also supported the right-wing Korean Democratic Party in tackling the
left-wing movements which might have taken political power without the American
occupation. The Korean Democratic Party included politicians who had formerly been
pro-Japanese and landlords. With the help of the Americans, Syngman Rhee, who,
due to his exile, had no domestic political base, made a coalition with the Korean
Democratic Party, who also desperately needed a popular leader. This coalition
formed the first government in the southern part of the nation after the American
occupation. Such pragmatic policies of the American military government, ignoring
the political atmosphere in the post-Liberation theatre, entailed the deepening of the
legitimacy problem in Korea.

The American military government frustrated the working class efforts to
organise a national trade union which was vital to the movement. The number of
unions increased to 1,194 in November 1945 from almost nothing, compared with 75
in Japan in the same year.'® This was an explosion of unions. At the national level,
the Korean workers organised the National Council of Korean Labor Unions. The
number of peasant unions also increased rapidly. Some radical peasant unions seized
the lands of the Japanese and Korean landlords, while others tried to rationalise the
tenancy contract. The General League of Korean Peasants was formed as a national
organisation of peasant unions. These working class and peasant movements,

however, drastically collapsed after the September Uprising in 1946. The Democratic

' Sungjoo Han, The Failure of Democracy in South Korea (1974), pp. 7-32.

' Jang-Jip Choi, "The Strong State and Weak Labor Relations In South Korea," in
Kyungdong Kim ed., Dependent Issues in Korean Development, (Seoul: Seoul National
University Press, 1987), p. 311.
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National Front, which was the vanguard organisation of the National Council of
Korean Labor Unions, the National League of Peasant Unions and the Communist

~ Party, confronted massive oppression from the American Military Government. The
Democratic National Front mobilised demonstrations and two general strikes in
September and October 1946. The police again proved to be effective in suppressing
the Uprising. The effect of the Uprising was to make illegal the Democratic National
Front and labour and peasant unions. It also marked the eradication of the labour
movement, after which the labour movement lost its historical continuity.

In this transition period and throughout the First Republic, the landlord class
failed to adapt themselves to the new economic environment. We will look into the
reasons for this failure in relation to the land reform in the next section. Due to this
failure of the landlord class, the incoming capitalist class was a newly emerging class
rather than a transformed old class."

In sum, Japanese rule not only exploited the Korean people but also stripped
the state of its legitimacy. The American Military Government deepened this problem
from which the Korean state afterwards suffered. Among other legacies, the Japanese

and the American rule also left the 'strong state'.

"7 Eckert seems to emphasize the legacy of the Japanese imperial period in the Korean
business history. He argues that nearly 60 percent of the founders of Korea's top fifty
chaebols had some kind of colonial business experience. That does not mean, however,
that they were a coherent group of people as a class in the Japanese imperial period, nor
suggest that there is strong continuity in the business class between pre- and post-
Liberation period. Carter J. Eckert, Offspring of Empire (1991), p. 254.
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The Trial of Liberal Democracy within the 'Strong State’

In August 1948, Syngman Rhee became the first President of the Republic of Korea.
In North Korea, one month later, Kim Il Sung declared himself Premier of the
Democratic People's Republic of Korea. Many of the Korean politicians, inciuding
Kim Ku, who had been the leader of the Korean Provisional Government in exile
during the Japanese rule, did not join the Government, opposing two governments in
one nation. They blamed Syngman Rhee for the separation of the nation.

In the beginning, Rhee's First Republic was a liberal democratic government.
In terms of constitutional principles, the organising principle of the newly established
political system was the idea of representative government founded on the principle of
universal suffrage. The opposition parties had political freedom and the press also had
freedom of expression. The idea of liberal democracy, however, lasted only up until
the early period of the First Republic. In Korea of the 1950s, in which there was no
established democratic tradition, the political system was very vulnerable to
authoritarian ambifion. Moreover, President Rhee had a huge bureaucratic machine
and the police, which had proved to be an effective political apparatus in the colonial
period. Rhee also had a very powerful ideology which was used as a substitute for
liberal democracy: anti-communism.'® After the Korean war, anti-communism became
a hegemonic ideology.

The first signs of the authoritarian trend came after President Rhee broke up

'* Sangsop Park, "The Failure of Liberal Democracy in Korea, 1945-1979." in
Kyungdong Kim ed., Dependent Issues in Korean Development (Seoul: Seoul National
University Press, 1987), p. 328.
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the coalition with the Korean Democratic Party. After he had stabilised his
presidency, he distanced himself from the Korean Democratic Party. In his first
cabinet, he appointed only one member of the Korean Democratic Party.”” The
Korean Democratic Party went into opposition and was merged with other parties to
form the Democratic National Party. After the second general election in 1950,
President Rhee created his own party, namely the Liberal Party. In 1952, Rhee
amended the Constitution in order to change the presidential election system from an
indirect to a popular voting system.

In the 1956 and 1960 presidential elections, he won the presidency, partly
because the leading opposition candidates suddenly died during the election campaign
in both elections and partly because the police intervened in the elections. It was the
Vice-Presidential election that caused the political crisis of the Rhee government.
Unlike the American system, the President and the Vice President were to be elected
in separate ballots. In the 1956 election, Rhee's Liberal Party lost the Vice-Presidency
to the Democratic National Party. In the 1960 election, the Liberal Party's candidate
won the Vice Presidential election with heavy police interference. After several
demonstrations protesting against the election results, one middle school student was
found dead in Masan, a city in southern Korea. The death of this student brought
about wide demonstrations across the nation, leading to the collapse of the First
Republic in April 1960.

In the period of the First Republic, it was the land reform that made a

significant impact on class structure. There are three lines of explanation of why

' Jungwon A. Kim, Divided Korea: The Politics of Development 1945-1972
(Cambridge, Mass.: Harvard University Press, 1976), p. 119.
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Rhee's government carried out the land reform. The first explanation stressed the
demand from the peasants who had suffered from the unfair tenancy relationship under

Japanese rule.”

According to the second explanation, President Syngman Rhee tried
to undermine the political base of the Democratic National Party with the land
reform.”’ Because many of the members of the Democratic National Party were
landlords, land reform could seriously curtail the financial resources of the Democratic
National Party. However, in the legislative process of the National Assembly in which
the Democratic National Party was dominant a good price for the land was guaranteed
by the Government.”” The third interpretation suggested that the U.S. regional
strategy in the Far East pushed Rhee's government to carry out the land reform. A
comparative study of the land reforms in Korea and Taiwan argued that the U.S.
recommended that the Korean and Taiwanese governments should undertake land
reform in order to avoid a socialist revolution.”? This argument is convincing in the
sense that two preliminary land reforms had already been carried out by the American
Military Government. By the Military Government decree of 1945, the rent of land

could not be more than a third of its annual production. In 1948, the land which was

held by the Oriental Development Company was sold to the peasants who had

rented it.

* Chang Sanghwan, "Nongji Kaehyok-e Kwanhan Silchiingjok Yon'gu" [Empirical
Research on Land Reform], in Kang Man'gil, Haebang Chonhusa-ui Insik 2 [Studies of
the Period Before and After Liberation, Vol. 2] (Seoul: Han'gilsa, 1985).

! Jungwon A. Kim, Divided Korea (1976), p. 125.

22 Ibid.

» Sin Pyongsik, "Han'guk-kwa Taeman-ii T'oji Kaehyok-e Kwanhan Yon'gu"
[Comparative Research on Land Reform in Korea and Taiwan], in Han'guk-kwa Kukche
Chongch'i [Korea and World Politics] Vol. 4, No. 2 (1988).
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The land reform could also have meant an opportunity for the landlords to
transform themselves into a new capitalist class. They were, indeed, paid a good sum
of money for their land. Most of them lost the chance to adapt themselves to the new
economic system. The landlords failed to transform themselves into capitalists because
of their lack of entrepreneurship and the mismanagement of the security fund which
they were paid for land.** This failure created a vacuum in the class structure and
subsequently provided great autonomy for the state.

After the April Revolution in 1960 which ended the First Republic, the
Democratic Party (previously the Democratic National Party) formed the government
of the Second Republic. Although the Second Republic was evaluated as a 'real’
democratic regime by many Koreans, it lasted only ten months. Chang Myon, the
Prime Minister of the Second Republic, was not able to control the military which had

gained in strength during the Korean War. His government was ended by the military

coup of 16 May 1961.%

2.2 The Politics of Legitimation and Social Policy

Although the Second Republic was marred by factional fighting and incapable of
controlling the military, it was a democratic government. The excuse given by the

military leaders for the coup d'état was that their intervention was temporary. Just

* Yi Honch'ang, "8, 15-ui Sahoe Kyodngjesa chok Insik” [Social Economic Aspects
of Korean Liberation], in Yi Taegin and Chong Unydng, Han'guk Chabonjuui Non
[Studies of Korean Capitalism) (Seoul: Kkach'i, 1984], p. 93.

2 As for the development of social policy prior to the 1960s, see Hikang Yang, "The
Origins of Social-Policy Making in Korea 1910 - 1963," (forthcoming M.Litt. Thesis,
Oxford University, 1995).
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after the military coup in May 1961 which overthrew the Second Republic, President
Park, then the military leader of the coup d'état, formed the Supreme Council for
National Reconstruction to supervise the 'revolutionary work'.” He promised that he
would return to the barracks after finishing his tasks. This was the first broken
promise, which would be followed by many others. He stood in the 1963 election
and became president in December 1963. To stay in power afterwards, President Park
amended or reshaped the Constitution several times despite making promises to the
contrary. In October 1972, he announced the 'Special Declaration' to change the
Constitution. He proclaimed the 'Yushin' regime which violated the basic principles
of democracy. The 'Yushin' Constitution virtually denied the possibility for the
opposition to win in the presidential and general elections. The Constitution stipulated
an indirect election of the President in a rubber-stamp electoral college, the National
Conference for Unification. The President had the right to appoint one third of the
Assemblymen in the National Assembly. This 'Yushin' Constitution partly originated
from the dead-heat election result of 1971. In the 1971 presidential election, Park
defeated the opposition candidate by a narrow margin despite the heavy intervention of
the police and the bureaucracy in the elections.?

Whereas this 'Yushin' Constitution effectively blocked the institutional channel

for opposition parties to challenge the government, political power was concentrated in

*® The five 'Revolutionary Pledges' were 1) anti-communism as the nation's first
policy, 2) observance of the UN rules, 3) social morality, 4) an independent economy and
5) national unification. When the military leaders prepared these pledges, they were very
anxious about the U.S. Government's response. The U.S. Government was suspicious
of General Park's ideological orientation, because he had been sympathetic to communism
in his early life and had a communist brother. The first two of the 'Revolutionary

Pledges' were made to reassure the U.S. Government.

7 Hak-Kyu Sohn, Authoritarianism and Opposition in South Korea (1989), p. 31.
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the hands of the President throughout President Park's era and to a lesser extent that of
President Chun. The President exercised his centralised power over his party and
administration.?®* The President was a commander-in-chief rather than a negotiator or
compromiser. This personification of power came not just from the style of leadership
which originated from the military background but also from the huge institutions at
his disposal. The advisory staff in the Presidential office was a small government
which supervised most of the ministries of the government. The President also used
the intelligence service to control his party as well as the opposition. The Korean
Central Intelligence Agency was controlled only by the President and did not have to
account for its activity to the National Assembly. With this extremely centralised
power, the President could be an initiator of new policy and an arbitrator of policy
disputes whenever necessary.

Despite such concentration of power, the President could not simply rely on
repressive measures to defend his grip on power. He must justify his regime. He also
had to prove that his government was competent to achieve what the nation wanted.
President Park turned to the politics of legitimation. His strategy was, In short, to
compensate for constitutional defects by economic performance. This political strategy
seemed to originated from the President Park's personal ideology. It was argued that
the military coup d'état in 1961 was not only motivated by the ambition of power but

also driven by Park's political idea of modernisation.”” He was deeply convinced that

*® Dal-Joong Chang, Economic Control and Political Authoritarianism: the Role of

Japanese Corporations in Korean Politics 1965-1979 (Seoul: Sogang University Press,
1985), p. 87.

* Park Chung Hee graduated from the Manchukuo Military Institute in 1942 and
entered the Japanese Military Academy in Manchuria, from which he did not graduate due
to the end of Word War II, and took military personnel training programme at the U. S.
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the Korean society must be reformed toward modernisation. From his military
education, he learned the importance of technology as well as efficient administration
in economic development.

With respect to political legitimation through economic performance, there are
two competing theories of legitimation. The accumulation argument understands the
relationship between economic growth and legitimation effects quite differently from
the way in which the effectiveness thesis does. The accumulation argument sees
economic policies as contradictory to legitimation.®® By contrast, the effectiveness
argument explains the relationship between economic development and legitimation in
positive terms.>' This difference between the two theories stems from views as to
whether economic growth entails legitimacy or whether separate measures for
legitimation are necessary.

According to the accumulation argument, legitimation is mainly carried out
through social polices, which, however, tend to be contradictory to accumulation. In a
democratic society, the state cannot explicitly represent the interests of one part of
society, namely the interests of capitalists. The state should appear to be impartial in

order to maintain social order. The accumulation argument defines legitimation as

Army Artillery School, Fort Sill, Oklahoma in U. S. A in 1955. In his time, there were
only few who had such formal military education; see Se-Jin Kim, The Politics of
Military Revolution in Korea (Chapel Hill, The University of North Carolina Press,
1971), pp. 89-90. See also Park Chung Hee, The Country, the Revolution and I (Seoul:
Hollym, 1963).

* Claus Offe, "Advanced Capitalism and the Welfare State," Politics and Society,
Vol. 2, No. 4 (1972); lan Gough, The Political Economy of the Welfare State (London:
Macmillan, 1979); J. O'Connor, The Fiscal Crisis of the State (New York: St. Martin's
Press, 1973).

''S. Martin Lipset, Political Man: The Social Base of Politics (Baltimore: Johns
Hopkins University Press, 1981).
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methods of ensuring the consent of the dominated classes. Legitimation comprises
various measures of which social polices are the most important. The welfare state
can be explained as the result of legitimation efforts. The problem of legitimation is
that it needs resources which otherwise should be put into further accumulation.
According to accumulation theory, capitalists have a vital interest in the accumulation
of their capital, and they cannot, therefore, make concessions. The contradiction
between legitimation and accumulation is manifested in the form of a fiscal crisis of
the state. The state cannot continually create revenue from taxes or increase
borrowing without limit. These two measures would hamper the accumulation
process. Instead, the state creates resources from other sources, mostly indirect taxes.
Indirect taxes shift the burden from capitalists to dominated classes. This may lead to
the failure of legitimation.

By contrast, economic growth does not contradict legitimation, according to the
effectiveness argument. On the contrary, economic growth engenders and maintains
the belief that the existing political regime is effective and appropriate for the society.
In other words, there is a positive relation between effectiveness and the legitimacy of
a political regime. Effectiveness means the actual performance of the political
system.>> Good economic performance would bring about legitimacy.

A similar logic can be found in Etzioni's typology of power. Categorising
"power according to its means employed to make subjects comply," Etzioni

differentiated remunerative power from coercive and normative power. Remunerative

>*'S. Martin Lipset, "Social Conflict, Legitimacy and Democracy," in W. Connoly
ed., Legitimacy and the State (Oxford: Basil Blackwell, 1984), p. 89.
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power is based on control over material resources and rewards.*> According to him, a
remunerative power can appeal to 'subjects’ even without normative power.

Just after the military coup d'état, the First Five-Year Economic Plan was
launched. It is not clear, however, whether the Military Government had from the
beginning an intention to achieve legitimacy by economic growth according to the logic
of effectiveness. Even though there was a commitment to economic independence in
the 'Revolutionary Pledge’', the First Five-Year Economic Plan was not the idea of the
Military Government. There were a couple of recommendations for Korea from the
U.S. Government before 1961. One such recommendation made by the Nathan
Group was that the First Republic government should launch a five-year economic plan
for Korea, aiming at an export-oriented economy.>* In the Second Republic, at the
National Conference for the General Economic Plan held in December 1960, the
Chang government confirmed that the government would put forward a five-year
economic plan. The Second Republic, however, did not have time to implement it.

Before the 1963 presidential election, Park expressed his view about economic

development to justify the coup d'état.

I want to emphasise and reemphasise that the key factor of the May 16th
Military Revolution was in effect an industrial revolution in Korea.
Since the primary objective of the revolution was to achieve a national
renaissance, the revolution envisaged political, social and cultural
reforms as well. My chief concern, however, was economic

* Amitai Etzioni, 4 Comparative Analysis of Complex Organisation: On Power,
Involvement and Their Correlates (New York: Holt, Rinehart & Winston, 1961), p. 5.

>* Chong Yunhyong, "Kyongje Kaebal-iii Ch'ejejok Yon'gu" [A Systematic Approach

to Economic Development], Han'guk Sahoe Pyondong Yongu I [Studies on Changes in
Korean Society I], p. 31.
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revolution.>

After the presidential election in 1971, disappointed by the result, he said to his

colleague:

How much money did we spend? How much administrative power did
we mobilise? Is this narrow margin (of votes in the election) all they
produced? . . . I have done my best to get rid of poverty. We have
achieved this much after ten years of hard work. Our exports are now
one billion dollars a year. . . . The people may not like the fact that
I wanted to be president.*® (my emphasis)

He thought that he deserved a huge margin of votes.

Throughout the Park government, economic development was put forward as
the overriding cofnmon good. The Economic Planning Board was established to
coordinate an economic plan over the ministries. The Minister of the Economic
Planning Board became designated to ex officio Vice-Prime Minister. The Korean
Development Institute, which played an important role in making social policies, was
also established in relation to economic planning. Given Park's strong commitment to
achieving economic development, economic polices were given the top priority under
this bureaucratic structure. The Park government set favourable conditions to Korean

businessmen and foreign capital for direct investment through special legislation on

%> Park Chung Hee, The Country, the Revolution and I (1963), p. 177.

** O Hyojin, "Kim Chongp'il, Ib-il Yolda: Pak Taet'ongnydng-gwa Kim Hydnguk
Silchong" [Kim Chongp'il Speaks: President Park and the Disappearance of Kim
Hyonguk], pp. 297-298, quoted from Hak-Kyu Sohn, Authoritarianism and Opposition
in South Korea (1989), pp. 31-32.
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interest rates and taxes, and setting up industrial estates.”

The commitment of the Park government to economic growth corresponds to
the effectiveness thesis of legitimacy. In fact, the formula of legitimacy through
performance became the trade mark of the Park government. The policy orientation of
the Park government was also opposite to the accumulation thesis. Contrary to the
accumulation thesis, the underlying idea of the economic polices was the 'economic
growth first, distribution later' formula. This formula gives rise to a question, what
is the position of social policy in this formula?

The political strategy of legitimation through economic performance was a
long-term strategy. It would, however, take time to produce visible effects on
economic performance because it was a long-term plan. Meanwhile, the political
power needed a short-term strategy of legitimation, especially after violations of
constitutional rules or democratic principles. The first major introduction of social
welfare programmes came after the military coup d'état in 1961. In the case of the
National Pension Programme, the President, the Vice Prime Minister and the policy
experts considered the feasibility of its introduction just after imposing the 'Yushin'
Constitution which violated democratic principles. Due to the economic conditions,
mainly inflation, the introduction of the National Pension Programme was postponed at
that time. Instead, the government declared the Presidential Emergency Measure No.

3, which temporarily waived the income tax for low-income households. It also

*” Hyun-Chin Lim, Dependent Development in Korea (Seoul: Seoul National
University Press, 1985), p. 76.
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strengthened regulations on the unfair practices of employers in work places.>

We should be careful, however, not to juxtapose economic and social policy,
describing them simply as long-term and short-term strategy. Because the political
strategy of legitimation placed the fundamental emphasis on economic performance,
social policy was to a great extent constrained by the consideration of economic policy.
Those constraints imposed by economic policy were deeply embedded in the structure
of social welfare programmes, which we will examine in chapter 3. The method of
financing welfare programmes, incrementalism in expanding the coverage and the
choice of certain programmes are among such characteristics stemming from those
constraints. Underlying the relationship between economic and social policy was the
perception of decision-makers. They thought that social policy would hamper
economic policy in the sense that social policy would require resources and could
make people expect too much from the state instead of relying on self-help. Because
of such perception, the manner in which social welfare programmes were introduced
was lukewarm and in incremental fashion despite the political function of social policy.

President Chun Doo-Hwan found himself in the almost identical situation which
President Park faced twenty years previously. Taking advantage of his position as the
head of the military investigation of President Park's assassination under the martial
law, he put aside civilian politicians by force and made himself President. He followed
the same political strategy of legitimation as his predecessor, President Park. What

President Chun imitated was not only the short-term strategy of legitimation but also

>* Kwon Hyok-Chu [Kwon, Huck-Ju], "Han'gug-iii Chongdangsong Wigi: Kin'glp
Choch't 3 Ho" [The Crisis of Legitimacy in Korea: Presidential Emergency Measure No.

31, Songsim Hakpo [Journal of Sacred Heart University] (1986), (Sacred Heart Women's
University).
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the ways of stabilising power which he had seized by undemocratic means. There was
a fundamental continuity between the regimes of Park and Chun in terms of institutions
and the idea of decision-makers.” The difference was the fact that Chun had a
political slogan, "Constructing A Welfare State" (Pokchi Kukka Konsol), which
President Park had been cautious about. We will examine the political tactics
underlying the slogan in detail in section 2.3, which will first look into the decision-
making process in the Park government.

Before we go into the details of the decision-making process of social policy,
we have to answer a question: why were the social policy decisions confined to a small
number of decision-makers? What were the influences from businesses, workers,
especially left-oriented union movements, and other social groups? There are many

answers to these questions, but they are unsatisfactory. Among them, theories of the

140 141

'strong state'®, the 'autonomous state'*', and the 'corporatist state'** have tried to give
an answer. These concepts seem to be descriptions rather than explanations. They
leave many details unexplained, partly because they are only interested in the broad
picture of the state, and partly because they are not fully analytical. The main reason

why these descriptions are not satisfactory is that they do not pay appropriate attention

* Stephan Haggard & C. Moon, "Institutions and Economic Policy," World Politics
No. 2 (1990), p. 220.

“ Jang-Jip Choi, "The Strong State and Weak Labor Relations in South Korea," in
Kyongdong Kim ed., Dependent Issues in Korean Development (1987).

*' Hochul Sonn, "Towards a Synthetic Approach of Third World Political Economy:

The Case of South Korea," (unpublished dissertation at the University of Texas at Austin,
1987), pp. 343-344.

* Jangjip Choi, "A Corporatist Control of the Labor Union in South Korea," Korean
Social Science Journal, 9 (1984), pp. 25-55.
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to social classes and groups. Here we will explore directly the ideas and attitudes of

social classes and groups towards social policy.

Businesses and Social Policy

Throughout the period of the Park government, Korean businesses grew rapidly, but
their growth was very dependent upon government support. In Chapter 3, we will
have a discussion about the relationship between the state and business in relation to
state intervention in economic development. Despite an argument that Korea was
ruled by the coalition of the military, Chaebol and intellectuals®, the relationship of
Chaebol with the Park government was not as good from the beginning. By the time
of the military coup d'état in 1961, there were few big businesses which could impose
constraints on the government. Some of the heads of big business were accused as
having illicitly accumulated wealth just after the coup. But the Park government soon
opted for big businesses as the spearhead of economic growth, and their relationship
became interdependent. However, the Park government did not lose its grip of control
over big business. The measures exercised by the Park government to control the big
businesses were basically of two kinds, sanctions and incentives. Without compliance,
any big business could not survive because they were heavily dependent upon the

government. Once they followed the government policies and met performance

* Dal-Joong Chang, Economic Control and Political Authoritarianism: the Role of
Japanese Corporations in Korean Politics 1965-1979 (1985), p. 77.
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targets, they would be subsidised in various ways.* In terms of capital subsidies, low
interest rates and special tax relief were frequently used by the government. In 1972,
for instance, the government postponed the payment of interest on private loans to
relieve the burden of big businesses.* In terms of market competition, the
government did not allow newcomers in the strategic sectors in which one or two
companies were allowed to operate. Once favoured, there would be few reasons for
the businesses to complain about the government policies, because the government
worked for the companies' interests. Kuznets characterised this situation as 'guided
capitalism'.*

Regarding social policy, businesses did not initiate the introduction of new
social welfare programmes. It would be very difficult to expect business to propose
new social welfare programmes in any countries. When the government announced
the introduction of a new social policy, especially by the President himself, the
responses from businesses were favourable. What business did about social policy was
to present their opinions in a technical manner instead of making them political issues.
For instance, the Korean Chamber of Commerce and the Korean Coal Corporation

proposed the new way of settlement of compensation disputes caused by employer's

* Alice Amsden, Asia’s Next Giant: South Korea and Late Industrialisation (Oxford:
Oxford University Press, 1989), p. 136. See also Hajoon Chang about various
promotional laws for businesses, H. Chang, The Political Economy of Industrial Policy
(London: St. Martin's, 1994), pp. 115-116.

* The Bank of Korea, 8.3 Kyongje Kin'giip Choch'i Chonghap Pogosé [General
Report on the August Third Economic Emergency Measures] (1973).

* Paul Kuznets, Economic Growth and Structure in the Republic of Korea (New
Haven: Yale University Press, 1977). On this point, there have been a series of debates
involving neo-liberal economists, dependency theorists and state theorists. See Robert
Wade, "East Asia's Economic Success: Conflicting Perspectives, Partial Insights, Shaky
Evidence," World Politics 44 (1992).
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negligence regarding Industrial Accident Insurance.”’ Research institutions, such as
the Centre for Korean Economic Studies established by the Korean Chamber of
Commerce, are the other channels to express publicly the stance of business on social
policy. A study by that institution argued that politicians should not try to take
advantage of citizens' high expectations for social welfare. If politicians promise what
they cannot deliver, the basic orientation of social policy will go astray. It continued

to argue that a social welfare programme should be introduced in an incremental

manner.*®

The implications of those responses from business, however, should not be
exaggerated, because those kinds of opinion were expressed in such a way that they

rarely brought about political controversies.

The Emergence of Trade Unions and Their Perception of Social

Policy

Working class and social democratic parties have been the main driving forces in the
development of thc welfare state in many nations, such as Britain and Sweden. The
British Labour Party after World War Il regarded welfare reform as the pathway

which would lead to socialism.* The Social Democratic Party in Sweden has also

“7 The Ministry of Labour, Sanjae Pohém 15-nyon Sa [Fifteen Year History of
Industrial Accident Insurance] (1981), p. 67.

* Centre for Korean Economic Studies, "90 Nyondae Sahoe Pokchi Sahoe Kaebal
Chongch'aek Panghyang" [The Policy Orientation of Social Welfare and Social
Development in the 90s], Working Paper 85-10, 1-163 (1985), p. 159.

4 Michael Hill, The Welfare State in Britain: A Political History since 1945
(Aldershot: Edward Elgar, 1993), pp. 25-45.
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seen welfare reform as a means of democratisation and achieving social justice.®
Working classes, however, have not always expressed the same voice in favour of
social welfare programmes. For instance, in nineteenth-century Germany, Lassalle,
one of the leaders of the German working class movement, strongly demanded that the
state should introduce some measures to protect workers, while the Marxist orientation
in the Social Democratic Party opposed that idea, claiming that welfare reform was a
tool of the ruling class and that such reform could not be expected to act in the interest
of the workers. They would have preferred a socialist society to a reformed capitalist
society.”!

To what extent did the Korean working class influence social-policy making?
According to the working class mobilisation thesis, the strength of working class
power can be measured by the level of unionisation, the type of unions and their inter-
relationship.”? The working class mobilisation thesis presumes the hypothesis that the
strength of working class power is closely related to the level of influence of the
working class on social-policy making. This hypothesis cannot entirely work in
measuring the strength of working class power and its influence on social policy-
making in Korea. First, the level of unionisation was not significantly related to the
strength of the working class because of the legal constraints and the oppressive

measures against trade union activities. Even though the number of unionised

* Rune Premfors, "The 'Swedish Model' and Public Sector Reform," West European
Politics, Vol. 14, No. 3 (1991), p. 84.

> Gaston Rimlinger, Welfare Policy and Industrialisation in Europe, America, and
Russia (New York: John Wiley & Sons, 1971), pp. 102-122.

>* Walter Korpi, The Democratic Class Struggle (London: Routledge & Kegan Paul,
1983), p. 39.
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labourers gradually increased over the last three decades and rather fast in the second
half of the 1980s, strikes rose sharply only after the lifting of some of the oppressive
measures against unions in the late 1980s. In other words, the level of unionisation
does not always have a close relation to working class power. Secondly, the working
class did not try to influence social-policy making when they gained some influence.
We will examine three different stages which the working class has been through in
Korea in relation to their strength and political strategy (see Figure 2.1%).

The first period is between the military coup d'état of May 1961 and the
Special Decree for National Security in December 1971. Like many other interest
groups, trade unions were ordered to re-organise their national association after the
coup. Unlike other social groups, however, the Military Government kept a special
eye on trade unions. The Supreme Council for National Reconstruction reformed the
structure of unions. Trade unions had to be organised in accordance with industrial
sectors, and local unit unions could not be organised independently. The Korean
Central Intelligence Agency (KCIA), which was created by the Military Government
as a secret police, closely controlled the re-organising process of the General League
of Korean Trade Unions, the national association of trade unions.>* After the military
intervention, the General League of Korean Trade Unions suffered from factional
fighting. Even though the General League was weak, leadership elections were highly

contested. The leaders of the General League were often appointed to government

> The source of figure 2.1 is International Labour Office, International Labor
Statistics; Korea Statistical Yearbook (various issues).

* Chong Hiisop, "Hyongmyong Inydngan Opchok Kaeyo: Pogdn Sahoebu" [The
Summary of the Achievements during the Two Years after the Revolution: the Ministry
of Health and Social Affairs], in Ch'oego Hoeitibo [Supreme Council Review] No. 21
(1963), p. 40.
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posts or became members of the National Assembly after their term in the General
League. The reason for the weakness of working class power in the first period,
however, should be found in the structure of the labour market. The number of
workers in the industrial sector was relatively small as a proportion of the whole
working population. The number of unionised workers was also relatively small
compared to the subsequent periods.

The second period is from 1972 to 1986 which comprises two sub-periods. In
the first half of the second period (1972-1979), the number of unionised labourers
increased faster than in the preceding period. This first half was also marked by the
growth of heavy and chemical industry in the Korean economy. The second half
(1980-1986) covers most of President Chun's years in office, the Fifth Republic. In

this second half, the level of unionisation did not increase though it was maintained.

Table 2.1 Employees by Industry (in percent)

Agriculture Manufacturing, Service
Forestry Mining
1966 57.89 10.48 31.27
1971 48.44 14.19 37.37
1978 38.41 23.15 38.44
1985 24.94 24.44 50.62
1990 18.25 27.32 54.42

Source: Korea Statistical Yearbook, 1966, 1986 and 1990

In the second period overall, trade unions had effectively no right to negotiate or to go

on strike. In December 1971, President Park promulgated the Special Decree for
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National Security. Unlike its name, the decree suspended workers' rights to negotiate
and go on strike. The reasons underlying the decree were three-fold. First, a year
before, a worker set fire to himself and died in protest against the government labour
policy. His death became a symbol of labour protest and there was growing tension
on university campuses and in work places. Secondly, the profit rate of industry had
fallen sharply by 1971 after two successful Five-Year Economic Plans. Thirdly,
President Park was prepared to make a volte face in his economic plan from an
emphasis on import-substitution to heavy and chemical industry.

President Chun also maintained controls on labour in the period after 1980.
His measures were more dependent upon physical force. In other words, he used
police power in labour disputes in addition to legal constraints. In this period, the
number of unionised labourers remained at the level of 1980.

In this second period, labour disputes took the form of occasional disruption,
because there were no institutional ways to negotiate. A labour dispute which
eventually led to the demise of Park's government in 1979 was a typical example.
Women workers from a small export factory occupied the building of the opposition
party to protest against their employer's unfair labour practices. This affair led to the
death of a woman worker in the strike and was highly politicised. Once politicised to
that extent, the issue could no longer be simply regarded as a labour issue.

The third period could be characterised as an expansion of trade unions. This
period showed the increase of working class power as well as the level of unionisation.
In the Figure 2.1, the sharp increase in the number of strikes is shown clearly,
compared to the two preceding periods. The Figure 2.1 suggests that the strength of

working class power can be better measured by the number of strikes over the last
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three decades in Korea than by unionisation. If the strength of the working class
increased, to what extent did they have an influence on social-policy making?

During the late 1970s and the 1980s, some labourers challenged the official
trade unions and tried to organise another union at the factory level. This 'democratic
union movement' was stimulated by university students and church missionaries who
worked in factories as so-called 'disguised labourers'. The democratic union
movement was illegal and subject to harsh oppression. Because of legal and political
restrictions, the democratic union movements could not make much difference before
1987. The democratic union movements did not have a national organisation until
1987, when the leader of the governing party promised a constitutional reform and the
government lifted the suppression orders on the labour movements.

In the summer of 1987 the democratic union movement organised
demonstrations across the nation. Some leaders of the democratic union movement
were either implicitly or explicitly socialist revolutionaries. One of the pamphlets of

the democratic unton movement said:

We, the working class, confronting the military fascism of the neo-
colonialists and monopoly capitalists who have exploited and oppressed
us, should struggle for our life, democratic rights and transformation of
politics and society.*

They were also very sceptical about reform in capitalist society.

** Uri Nodong Munje Yon'guwon [Institute for Labour Issues in Korean Society],
Minju Nojo Undong-iti Hyonhwang-gwa Chonmang [The Current Stage of the Democratic
Union Movements and Their Prospects] (Seoul: Paeksan, 1989), p. 10.
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The reform of the dominant classes faced by the challenge of the
dominated classes is not different from oppression in the sense that the
reform is intended to protect the vested interests and restrain working
class movements.*®

In the other pamphlet, they saw the social policies in the Western countries from the

Bonapartist perspective.

Since (the Second World) War, both conservative and progressive
parties in the developed capitalist countries claimed the idea of the
welfare state. Because of those policies, the working class movements
were reformed. For example, social security, health insurance and
unemployment benefits are not only the economic concessions of the
monopoly capitalist but the way to reproduce the work force.*’

Because of this ideological orientation towards social policies, the democratic union
movements concentrated on political struggles such as constitutional reform and the
revision of various laws related to workers' rights. After the summer of 1987 the
democratic union movements set the two main agenda.”® First, they demanded that
either the Federation of Korean Trade Unions be dissolved or that a second
confederation organised by the democratic union movements be allowed legally to

exist. Secondly, they made it clear that political struggle for democratisation is an

35 Ibid.

%7 Pak Hyongjun, "Tokchom Chabonjuiii-wa Nodong Undong" [Monopoly Capitalism
and Working Class Movements], in Han'guk Sahoe Nodongja Yon'gu [Studies of the
Working Class in Korean Society] (Seoul: Paeksan Sodang, 1989), pp. 60-61.

** George E. Ogle, South Korea: Dissent within the Economic Miracle (1991), pp
157-161.
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"inescapable task of history".” In sum, democratic union movements concentrated on
establishing their legal base and continuing the political struggle for democratisation

whereas they did not use their increased power to influence social-policy making.

Professional's Political Strategy: the Korean Medical Association

While businesses and trade unions did not place the issue of social policy at the centre
of their political strategy, the Korean Medical Association, the national organisation of
doctors, actively tried to influence policy-making. Yet, the Korean Medical
Association was not successful in exercising its influence on policy-making because of
institutional constraints and the lack of effective political strategy which was partly
rooted in the former reason. The unsuccessful efforts of the Korean Medical
Association illustrates the fact that the decision-making was closed to interest groups as
well as confined to a small circle of institutions.

The Korean Medical Association was forced to be re-organised in 1961 after
the milifary coup d'état. The existing executive members of the Korean Medical
Association had to go and new faces came into office on the orders of the new
Military Government. The doctors held a national conference to organise a new
medical association on 2 September 1961.%° In this situation, even if the doctors had

been consulted, they could not have presented their opinion about National Health

* Kwon Yong Mok, the President of the Union at Hyundai Engine which was one the
biggest union in the democratic union movements, said in his speech, "We formed the
Union because we believe the land wants to be democratic. Our task is inescapable task
of history." Recited from /bid., p. 161.

*The Korean Medical Association, Taehan Uihak Hyophoe 85-nyénsa: 1908-1993 [85
Year History of the Korean Medical Association: 1908-1993] (Seoul: KMA, 1993), p. 96.
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Insurance which was already being prepared by the experts of the Committee for
Social Security. Even after the 1961 reorganisation, the Korean Medical Association
was not closely informed of policy proposals by the Government. It seemed
inconceivable for the Korean Medical Association to launch a political campaign and
confront the government. Their approach to National Health Insurance was to tackle
technical and minor issues. In other words, they did not try to argue about the policy
itself but to express concerns about detailed problems, particularly the pay contract
with the insurance funds. The doctors were not successful even in those issues.

In 1977, when the first compulsory National Health Insurance was introduced,
the Government proposal included the regional pricing system which the Korean
Medical Association did not like. In this regional pricing system, payments from the
insurance funds would be varied according to regions: Seoul, big cities, small cities
and rural areas. The Korean Medical Association opposed this system even though
they 'welcomed' the National Health Insurance system. The Korean Medical
Association held a meeting with the National Assemblymen of the Health and Social
Affairs Committee and presented five points of their view on the National Health
Insurance, but their attempt to block the regional pricing system turned out to be
unsuccessful, even though some of their proposals were included in the National
Health Insurance Act.®

The political strategy of the Korean Medical Association was neither complex
nor successful. Its strategy to influence government policies and to gain access to the

policy-making process was to have a Minister of Health and Social Affairs who had a

61

Son Chun'gyu, "Han'gug-iii Sahoe Chongch'ack Kyoljong Kwajong-e Taehan
Yon'gu" [A Study of the Decision-Making Process of Social Policy], (Unpublished Ph.
D. Dissertation, Seoul National University, 1981), p. 95.
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background as a medical doctor. In the Second Republic, the Korean Medical
Association strongly lobbied to promote to a doctor Minister. After the military coup
d'état of 1961, the Korean Medical Association did not dare to set in motion this
strategy, which might look as if it were confronting the new Government. Instead, the
Association appointed a senior politician from the governing party the president of the
Korean Medical Association as "an inevitable measure".®* After the nineteen years
absence of a doctor Minister of Health and Social Affairs, a doctor Minister was
appointed in 1988. But he stayed in office only for ten months. The next Minister of
Health and Social Affairs was also a medical doctor. His tenure of office was even
shorter. The period in office of two consecutive Ministers of Health and Social
Affairs lasted only a year and half. In less than a year in office, it would be very
difficult for any Minister to exercise significant influence. These two doctor Ministers
were not in the core circle of the decision-making process.

Despite this weakness of the Korean Medical Association, what should be
reminded is that National Health Insurance did not seriously threaten the doctors'
economic and professional interests. Doctors may spend time reimbursing payments
from the insurance funds and they may also be subject to some government regulations
regarding the work of National Health Insurance. Nevertheless, the National Health
Insurance system created a guaranteed demand for health treatment in such a way that
patients tend to go to doctors more often than they do without insurance. Korean

doctors, actually, did not oppose National Health Insurance.

® The Korean Medical Association, Taehan Uihak Hyéphoe 85-nyonsa: 1908-1993
[85 Year History of the Korean Medical Association: 1908-1993] (1993), p. 115.
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2.3 The Role of Experts

The term 'experts' will be used to refer to researchers in research institutions. The
term 'experts' has two advantages in the analysis of social policy. First, institutional
behaviours of experts are different from those of bureaucrats and professionals like
doctors as in the analysis above. As far as bureaucrats are concerned, they tend to try
to expand their field of work. The expansion of working scope means the increase of
the institutional power of bureaucrats because new work often comes along with
increase of power and funding. By contrast, experts do not actually deal with the
implementation of social welfare programmes, even though they may design those
programmes. Experts in the governmental institutions, whom we will analyse here,
try to expand their institutional power by way of providing their expertise to decision-
makers and eventually acquiring their confidence. Occasionally, they propose new
ideas to impress the top decision-makers, the President in the Korean context. Once
the President gave weight to their proposals, their institutional power would be
strengthened. If they failed to impress the President, the President will not ask them
to prepare policy proposals. This could mean that their institutions become
marginalised.

In contrast to professionals such as doctors, teachers and social workers,
experts do not have their interests at stake in social welfare programmes. The
economic interests of the professionals are closely related to the content of social
welfare programmes. Doctors often oppose a national health programme because it
may threaten their professional independence and financial interests. Teachers often

demand that the government increase spending on education. Experts do not have
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these economic interests at stake in social welfare programmes.

Secondly, the term 'experts' enables us to look into the micro units of the
decision-making process. In the macro unit analysis, we often use a sentence like,
"the state decided to increase the premium of National Insurance by 5% from the next
year." We can look at the inside of the state, using the term of the micro unit of
decisions, such as the President, his advisors, experts, and so forth.

In the making of social policy in Korea, there were two important expert
institutions. The Committee for Social Security (CSS), which was an advisory
committee of the Minster of Health and Social Affairs, prepared most drafts of social
welfare programmes in the 1960s. The Korean Development Institute (KDI) was a
research institute of the Economic Planning Board. It took over the role of the CSS at
the beginning of the 1970s. The CSS did not advocate the idea that social welfare
programmes could play a part in the overall economic plan. Instead, the CSS tried to
persuade the top decision-makers to recognise the necessity of 'social development'.
In the top decision-makers' perception, a social welfare programme would hamper
economic development. They did not pay attention to the argument for 'social
development'. By contrast, the KDI managed to impress the President with the idea
that social welfare programmes could play a positive role in economic development.
The President was particularly interested in the idea that the National Pension
Programme could create a huge fund which for the time being could be invested in
constructing heavy and chemical industry. The comparison of these two expert
institutions will also reveal the structural aspect of economic and social policy as well

as the inside view of the workings of the confined institutional terrain.

31



The Committee for Social Security (CSS)

Before the CSS took its present form in 1962, it was a Study Group for Introducing
Medical Insurance Programmes. Because the Study Group had its meeting every
Wednesday, the members called the Group the 'Wednesday Group'. At the beginning,
the members of the study group were eight people, including a doctor, intellectuals and
civil servants. They were proud of their work which might contribute to the possible
introduction of social welfare programmes. They produced several pamphlets most of
which explained social welfare programmes and anticipated possible obstacles in
introducing social welfare programmes.® Before the 'Wednesday Group' became the
Committee for Social Security, it was a private voluntary group of people who
believed that Korea should have a social welfare system. After the military coup
d'état, the "Wednesday Group' became the CSS, an advisory committee for the
Minister of Health and Social Affairs by the Cabinet Decree No. 469 in 1962.%

The idea of establishing the CSS, however, was not initiated by the Military

* The titles of pamphlets which the study group produced are "Uiryo Pohom Chedo
Toib-e Kwallyondoen Che Munje-wa Yebi Kwon'go" [Issues Related to the Introduction
of Health Insurance and a Preliminary Proposal] and "Sahoe Pojang Chedo-ti Ch'angsi-e
Kwannan Konui" [A Proposal for the Creation of Social Welfare Institutions]. Choe
Ch'onsong, Han'guk Sahoe Pojang Yon'gusa [The History of Korean Social Policy
Research] (Seoul: Institute of Korean Social Security, 1991), p. 17.

* The Committee was chaired by the Deputy Minister of the Health and Social
Affairs. There were eight researchers and associate researchers in the Committee. Among
the researchers, Cho Manje, a graduate of Tokyo Imperial University was in charge of
the General Section, and Sim Kangsop who had worked in the Labour Bureau of the
Ministry of Health and Social Affairs in the Labour Section, Han Sangmu in the Public
Assistance Section and Choe Ch'onsong, who graduated from Paris University, in the
Health Insurance Section, respectively. The Committee for Social Security , "Sahoe
Pojang Simui Wiwdnhoe Yon'guwon Myondan mit Nyondo Pyol Yon'gu Silchok" [Names
of the Researchers in the Committee for Social Security and Research in Each Year]
(1981), mimeo.
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Government. In the Second Republic before the military coup d'état, the National
Conference for the General Economic Plan, which was held in December 1960,
decided to establish the CSS.” While the Ministry of Health and Social Affairs was
founding the CSS, the military coup d'état took place and the work was postponed for
the time being. The idea of establishing the CSS was re-introduced by the Chairman
of the Health and Social Affairs Committee in the Supreme Council for National
Reconstruction. By this time, the CSS was only a provisional committee for the
Minister of Health and Social Affairs. In 28th July 1962, President Park, then the
Chairman of the Supreme Council for National Reconstruction, presented a memo to
the Cabinet.®® In the memo, Park requested the Cabinet to introduce social welfare
programmes. Through this memo, the CSS became an official committee of the
government.

In the 'Revolutionary Pledge' of the military coup d'état, there was no
indication of the introduction of social welfare programmes. In May 1962, as
chairman of the Supreme Council for National Reconstruction, Park mentioned the
possible introduction of social welfare programmes in a press conference for the first
time.” After the memo, Park urged the Cabinet to prepare welfare programmes
before the 1963 presidential election. The chairman of the Health and Social Affairs

Committee told the experts of the CSS that the CSS must design two or three welfare

% Choe Ch'dnsong, Han'guk Sahoe Pojang Yon'gusa [The History of Korean Social
Policy Research] (1991), p. 13.

% The Ministry of Labour, Sanjae Pohom 15-nyonsa [The Fifteen-Year History of
Industrial Accident Insurance] (1981), p. 25.

%7S6 Pongch'an, "5.16 Hyongmyong Kongyak-kwa Pokchi Kukkwa-ui Inyom" [The
Pledges of the 5.16 Military Revolution and the Idea of the Welfare State], in Ch'oego
Hoeuiibo [Supreme Council Review] No.9 (1962), p. 114.
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programmes which could cover all of the population. He mentioned a programme for
labourers and a programme for health care. The CSS had very little time to prepare
the programmes by the January 1963 when the President would promise the
introduction of social welfare programmes in his new year press conference.®

In the CSS, the Labour Section reviewed the feasibility of two welfare
programmes which would benefit labourers. An unemployment programme and an
industrial accident programme were discussed in the Labour Section. Eventually, the
Labour Section decided to introduce an industrial accident programme. In order to
introduce an unemployment programme, the CSS had to decide how to create funds
for the programme. The experts in the CSS thought they could not make that
decision. Another problem was that it would take time to raise funds. President Park
wanted a clear plan for a welfare programme for labourers so that he could promise
that programme in his New Year Press conference scheduled for January 1963.
Compared with the unemployment programme, the industrial accident programme did
not present many obstacles. First, it did not raise a funding problem because
employers were already liable for industrial accidents by the 1953 Labour Standard
Law. The only thing required was to make it compulsory insurance. Secondly, the
Labour Section considered that injured labourers would be in a more difficult situation
than the unemployed because of the loss of their ability to work as well as the
necessity of health care.® The Industrial Accident Insurance Act was enacted in

November 1963.

% The Ministry of the Labour, Sanjae Pohom 15-nyonsa [The Fifteen-Year History
of Industrial Accident Insurance] (1981), p. 25.

% Ibid. p. 27.
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The Health Care Section had much more difficulty in preparing the
programmes than the Labour Section. The Health Care Section conducted a survey of
the health condition of the citizens in October and November 1962. The sample was
five hundred residents of Seoul. The survey concluded that a universal health
programme might help the lowest income group more than any other income group.
Despite the poor health condition, people in the lowest income group visited
pharmacies rather than hospital because of the cost.” Contrary to the conclusion
drawn in the survey, the Health Insurance Programme drafted by the Health Care
Section was not going to cover the lower income groups. In the first draft, the Health
Insurance Programme would cover only employees of enterprises which had more than
500 workers. The Programme could cover only 0.51% of the enterprises.”’ Due to
the lack of statistics, it could not be calculated how many workers were employed in
the enterprises which had more than 500 and how much their income was in 1963.
Nonetheless, it would be difficult not to expect that the incomes of these employees
were likely to be bigger than those of people working in smaller enterprises.

Why did the Health Care Section design a draft in this way? One of the experts

in the Health Care Section said:

I regret very much that the Health Insurance Programme (the draft) did
not cover the poor who needed it most. It was designed to cover only

the small numbers of workers who were relatively well off. However,
we had to make a safe start rather than launch an ambitious Health

" The CSS, Kon'gang Chosa Pogosé [The Report on Health Survey] (1963), recited
from Choe Ch'Onsong, Han'guk Sahoe Pojang Yon'gusa [The History of the Korean
Social Policy Research] (1991), p. 60.

"t Korea Statistical Yearbook, 1965.

85



Insurance Programme.”

The Health Care Section was concerned about the feasibility of the Programme.
Another reason was that there was little time for the Health Care Section because the
health insurance programme had to be enacted before the presidential election
scheduled for December 1963.

The draft of the health insurance programme was revised drastically in the
process of reading at the Supreme Council for National Reconstruction. The
compulsory clause was deleted from the health insurance proposal. The National
Health Insurance became a voluntary programme. It would cover only those
employees in enterprises which had more than 300 employees, who would want to join
the Programme. If they did not, the health insurance programme could not cover even
better-off employees. The health insurance programme lacked one of the essential_
attributes of social welfare programmes, the compulsory condition. The reason why
the Supreme Council deleted the compulsory clause clearly showed how the decision-
makers understood social policies. The Secretary to the Vice-Chairman of the
Supreme Council argued that it would be unfair to undertake the Government
expenditure for only one part of the citizenry. He also maintained that it would be
impossible to "conscript" resources from the citizens except by taxation.” He won the

debate against the experts of the CSS at the reading in the Supreme Council.

72 Interview with Choe Ch'6nsong, conducted in Seoul January 1992. Despite the
regret, he was very proud of his work contributing to the introduction of health insurance
programme.

7 Choe Ch'Onsong, Han'guk Sahoe Pojang Yon'gusa [The History of the Korean
Social Policy Research] (1991), p. 110.
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The Industrial Accident Insurance and the National Health Insurance Acts were
passed in the Supreme Council in November and December 1963 respectively with
many other laws, running up to the last day of the Military Government. While
Industrial Accident Insurance was put into effect in 1964 as a compulsory programme,
National Health Insurance was implemented in 1965, and only as an experimental
programme. Only two companies, one fertiliser and one mining company, took part in
the experimental project. The result of the experiment turned out to be a failure due
to the Programme's defect. Because of its voluntarism, only those who were not
healthy and those who had big families joined the Programme. The healthy and better
off simply ignored it. Until 1977, when National Health Insurance became
compulsory, the programme was not effective at all.

The CSS was established in 1962, and since then it published many reports on
welfare programmes. After 1974 when the Korean Development Institute took over
most of the roles of the CSS, it was gradually marginalised in the making of social
policy. In 1987, the CSS became a part of the Institute of Population and Public
Health, which meant the demise of the CSS as an independent institution. There were
two reasons for the failure of the CSS. First, the welfare programmes were used only
as a measure of short-term strategy for political legitimation which was needed only
intermittently. Secondly, and more importantly, the CSS failed to persuade the
decision-makers of the positive relationship between economic policy and social policy.

The experts tried to make a point on 'social development'™ which the President was

™ The CSS published a report entitled, "Sahoe Kyebal Kyehoek Kich'o Yon'gu”
[Preliminary Research on the Plan for Social Development], in 1966/1967 and several
reports on the issues of social development each year until 1974. The Committee for
Social Security , "Sahoe Pojang Simii Wiwonhoe Yon'guwon Myondan mit Nyondo Pyol
Yon'gu Silchok" [Names of the Researchers in the Committee for Social Security and
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not interested in. A policy meeting held in sometime 1971 illustrates the gap of idea
between the Minister of Health and Social Affairs, who was sympathetic with the
experts of the CSS, and the President and his advisors. At this meeting, in which top
decision-makers discussed the Third Five-Year Economic Plan, the Minister of Health
and Social Affairs was about to present a plan for the social development to the
President. One advisor of the President's office, the Chief Secretary to the President
for Economic Affairs, prevented him from continuing the briefing and argued that the
Minister should not distract national efforts from economic development. The

President said nothing and the Minister stopped the briefing.”

The Korean Development Institute (KDI)

The Korean Development Institute was established in 1971 by President Park in order
to 'conduct research on policy matters concernihg the overall national economy, and to
design the nation's five-year plans'. In other words, the basic aim of founding the
KDI was to develop economic plans for industrialisation not for social welfare
programmes. Every year, the KDI published A National Budget and Policy Target
which was the guide-line of the budget.

From the beginning, the KDI was much more powerful than the CSS in terms
of institutional influence. Because it had nothing to do with the implementation of

policies, the KDI was free from any practical constraints so that it could design a

Research in Each Year] (1981), mimeo.
7 Son Chun'gyu, "Han'gug-iii Sahoe Chongch'aek Kyoljong Kwajong-e Tachan
Yon'gu" [A Study of the Decision-Making Process of Social Policy], (1981), p. 77.
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policy which the top decision-makers might want. That was the very reason why
President Park established the KDI. The KDI experts had easy access to the President
and Vice Prime Minister which the CSS did not have. While the CSS had difficulties
in conducting research due to the lack of research funding, the KDI was free from
financial problems.

From 1972 the KDI was involved in social-policy making. As we saw earlier,
President Park changed the constitution in October 1972 in order to stay in power. He
justified constitutional change by the rhetoric of anti-communism and economic
growth. He needed good economic performance in the long-term. He also needed
some short-term measures of political legitimation. At that time, the KDI president,
Kim Manje met the President on 25th November 1972 and convinced him that a
national pension programme would provide capital as well as social security, both of
which the President desperately needed because the government's economic strategy
shifted the emphasis from import substitution to heavy and chemical industry. At that
meeting, the effect of the National Welfare Pension Programme on 'the nation's socio-
economic development plan' was discussed by President Park and the KDI president.”
After the discussion, the President formally requested the KDI to undertake research to
develop a framework for a social security programme. This coincided with the
beginning of the marginalisation of the CSS. Two months later, the President, in his
new year press conference, promised that he would introduce a social security

programme.

® Chong Kee Park, Social Security in Korea: An Approach to Socio-Economic
Development (Seoul: KDI, 1975), p. 104. At that meeting, Chong Kee Park also
participated in the discussion. Since the meeting, he had been in charge on KDI activities
in social policy area.

89



According to the Law passed in 1973, the National Welfare Pension
Programme was due to be financed solely by the contributions of employers and
employees. The government would subsidise only the administrative cost from the
general revenue. The fund of the National Pension Programme could be saved and
invested by the decision of the Minister of Health and Social Affairs in coordination
with the Prime Minister, the Vice Prime Minister, and the Minister of the Treasury.
This formation was aimed at effectively mobilising capital for the National Welfare

Pension Programme. One of the senior experts, who was involved in the Programme,

said:

In examining the role of the national welfare pension program in income
redistribution, we have to keep in mind that the redistribution of income
between different income groups is not the only or even the primary
objective of the NWP (the National Welfare Pension”’) Programme.”

What is the primary objective of the Programme? He answered:
The National Welfare Pension program can thus be considered as an
efficient means of increasing the rate of savings out of current income.
. Also, higher taxation generally encounters heavy political

resistance. Thus, the social security payroll contribution has important
merits which make it preferable to an increase in taxes.”

The National Welfare Pension programme was launched on 24th December

1973. Four days later, President Park suddenly postponed the Programme. It was not

7 The name of the pension programme was changed into the National Pension

Programme when it was put into effect in 1988.

® Chong Kee Park, Social Security in Korea: An Approach to Socio-Economic
Development (1975), p. 90.

? Ibid., p. 86.
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clear why he made that decision. In 1973, the inflation rate was very high due to the
sudden and unexpected rise in the oil price. It was clearly very difficult to preserve
the real value of money amid the high inflation rate. Another consideration was that
the government could not impose the burden of contributing to the Programme on
businesses which were already in a difficult economic situation. Without public
consensus or debate in the National Assembly, he might have thought that he could not
take the political risk by himself. A month later, he proclaimed the Presidential
Emergency Measure No.3 in which tax-relief for low income groups was included. It
also imposed heavy taxes on property and luxury goods. The president of the KDI
was believed to have prepared the Emergency Measure No.3.%

The decision-making process around the second amendment of the health
insurance programme was more complex than the previous one involved in the
National Welfare Pension Programme. The 1976 amendment of National Health
Insurance was the second one, following the first in 1970 which had not been
implemented. The initial idea of the second amendment came from the U.S. aid loan
in 1975 which was specifically designated for the health programme. In the
Government, the Council for Health Policy, chaired by the Vice Prime Minister, was
formed for the coordination of affairs between the ministries concerned with health
policies. The Vice Prime Minister requested the KDI to form the Policy Unit for
Health Policy in order to examine the health policies from the point of view of overall

economic planning. According to the director of the Policy Unit for Health Policy of

* Korea Herald, 15 January 1974.
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the KDI®, there was a conflict between the Economic Planning Board and the Ministry
of Health and Social Affairs about the issue of which ministry would take the
responsibility for the health insurance programme. As far as economic policy was
concerned, the Economic Planning Board was the most powerful ministry in the
Government. This time the case was rather different from the usual. Sin Hyonhwak,
then the Minister of Health and Social Affairs, who had the political confidence of the
President, insisted that the health care programme should be drafted by his Ministry.
The conflict on health policy between the two ministries was resolved by the President.
In his new year press conference, promising the implementation of National Health
Insurance, President Park said that the Ministry of Health and Social Affairs would
prepare the Programme. The Policy Unit of Health Policy in the KDI only gave the
advice to the Ministry of Health and Social Affairs in order to make the programme
compatible with the Five-Year Economic Plan. In the Ministry of Health and Social
Affairs, the Bureau of Welfare Pensions took the initiative in preparing the draft on
National Health Insurance. The Committee for Social Security did not play any role in
this process, even though it was still an advisory committee to the Minister of Health
and Social Affairs.

By the revision of the Law of 1977, National Health Insurance became a
compulsory programme which the CSS had failed to create. It covered employees in
all work places which had more than 500 people. The 1977 Programme was almost
the same as the initial draft of the CSS.

In the Fifth Republic, the KDI's role in social policy-making as well as

* From the interview with Chong Kee Park, who was the director of the Policy Unit.
The interview was conducted in January 1992 in Seoul.
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economic policy-making was reduced to a large extent. President Chun had more
confidence in his economic advisors on economic policy-making in the Blue House,
the presidential office. He appointed his advisors from the Economic Planning Board
and the Ministry of the Treasury. His advisors already had many years of experience
in economic planning and the implementation of policy. They were competent and
some of them had a doctorate from abroad, mostly from the U.S.A. The President
met them in the National Security Council which was an interim military council after
the political turmoil in 1979. They put forward the 'new line' of economic planning
which President Chun was convinced of: economic stabilisation rather than growth.*

Regarding social policy, the Fifth Republic launched a political slogan
"Constructing A Welfare State" (Pokchi Kukka Konsol). This welfare initiative,
however, did not last long. The idea of the welfare initiative came from the National
Security Council. In the National Security Council, the military members confronted
the members from the bureaucracy. The military argued for a welfare reform to
justify their political intervention. The confrontation entailed a compromise in which
economic policy would follow the new line and welfare reform would be pursued in a
rhetorical form for the time being. After those military members went back to
barracks, even the rhetoric of welfare reform disappeared.

In the Fifth Republic, the KDI published several reports on social welfare

programmes. According to a senior KDI expert®, however, there was no social policy

initiative from the KDI in the Fifth Republic. That senior expert eventually left the

® S. Haggard & C. Moon, "Institutions and Economic Policy", World Politics No.
2 (1990), pp. 221-229.

® From the 1992 interview with Chong Kee Park.
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KDI for a university job.

Some recent studies of policy-making pay a great deal of attention to the role of
policy experts.* Among them is the study by Skocpol providing a contrasting
illustration about the role of experts in the late 19th and early 20th century America.
She probed into the work and activities of reform-minded advocates of social policy.
Those early advocates of social policy promoted their reform project around the
American Association for Labor Legislation (AALL), which was launched in 1906.%
They believed that working men and their families should be helped by new
compulsory public policies. Social insurance was a way to use state power to
promote social solidarity and the moral well-being of the nation.*® Despite vigorous
efforts, those reform-minded experts failed to introduce the working men's insurance.
This failure may explain the fact that America lagged behind in developing a welfare
state. Skocpol found the reason for failure in the institutional configuration of
American polity. She pointed out that the Américan policy experts, who pursued
social legislation, had to deal with dozens of state legislatures and higher courts as well

as Congress and the federal Supreme Court.*” That was obviously a daunting task.

% See Guy Peters & A. Barker ed., The Politics of Expert Advice: Creating, Using
and Manipulating Scientific Knowledge for Public Policy (Edinburgh: Edinburgh
University Press, 1992); Guy Peters & A. Barker ed., Advising West European
Governments: Inquiries, Expertise and Public Policy (Edinburgh: Edinburgh University
Press, 1993); Radhika Desai, "Second-Hand Dealers in Ideas: Think-Tanks and
Thatcherite Hegemony," in New Left Review No. 203 (1994).

%> Theda Skocpol, Protecting Soldiers and Mothers: The Political Origins of Social

Policy in the United States (Cambridge, Mass.: The Belknap Press of Harvard University,
1992), p. 177.

% Ibid., p. 176
¥ Ibid., pp. 254-255.
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In contrast with the American policy experts who campaigned for their belief
outside the government, policy experts in Korea were not only inside the government
but also placed in a strategic location where decisions were effectively made. The
National Assembly did not play an important role in promoting or blocking policy
proposals. Political parties and trade unions and other civil movements did not take on
the issue of social policy because of their political strategy. Only a small number of
top decision-makers and policy experts had effectively made the social policy
decisions. In other words, the institutional configuration of Korean polity allowed
policy experts to play an important role in social policy-making.

Despite their strategic location, the position of experts in the decision-making
was not always secure. First, let us divide experts into two groups in order to
elaborate this point: idealists and pragmatists. The portrait of experts painted by
Skocpol in her study is similar to that of idealists. The American experts believed that
social insurance would improve the living and working conditions of all members of
the working class.*® They also strongly believed that their proposals would eventually
bring about social justice and economic efficiency. This belief and their expertise
partly came from their study in Europe. The experts of the CSS in Korea were very
similar to this description of American experts. Many of them did their study abroad
and they voluntarily organised a group to promote and prepare the introduction of
social welfare programmes. Because of the institutional difference, the experts of the
CSS, unlike their American predecessors, had access to the decision-making process

without vigorous promoting or lobbying.

However, their idealistic attitude toward policy -making was not in line with

* Ibid., p. 188.
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the policy paradigm of the top decision-makers. The argument for social development
was not attractive to the President, or his Ministers and advisors, who pursued the
politics of legitimation through economic performance. In other words, the sets of
policy paradigm between experts and decision-makers were different. This difference
was resolved in such a way that the CSS was marginalised from the confined circle of
institutions which made decisions.

In contrast to the idealistic approach of the experts of the CSS, those of the
KDI saw social policy as one of the means to implement economic measures. They
did not pursue social policy to realise social values like social justice and equality.
This pragmatic approach entailed social welfare programmes in which economic
considerations were put first before social values. The more significant role which
these pragmatic experts played was that they changed the top decision-makers'
perception of social policy in the given policy paradigm. They managed to persuade
the President to see economic aspects of social policy which might be compatible with
his economic policy. This enabled the KDI to take over the role of the CSS. Despite
the advantage of its pragmatic approach, the KDI was not free from the competition
between institutions. More importantly, the new institutional configuration following
the democratisation process, allowed institutions previously excluded from the decision
-making process to begin to take part in this process and, dramatically reduced the role

of experts in general.
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2.4 Toward Democratic Policy-making?

In April 1987, the crisis of political legitimacy reached its highest point when
President Chun announced that he would not reform the constitution and would carry
on the presidential election scheduled at the end of the year under the existing
constitutional law. According to that constitution, the president would be elected at
the electoral conference of the electoral college. This indirect election system had
been used by Presidents Park and Chun to ensure their presidency without popular
support. The announcement by President Chun in April 1987 provoked nation-wide
demonstrations, in which many ordinary citizens as well as university students
participated. Direct confrontations between demonstrators and the police took place
over almost all the big cities in Korea. Opposition parties formed a National
Committee for Constitutional Reform with many other social groups including
university students, in order to spearhead popular demonstrations for constitutional
reform. In June, the presidential candidate of the governing Democratic Justice Party,
Rho Tae-woo, put forward eight points of declaration in which he promised
constitutional reform. Afterwards, the main political parties agreed to the new
constitution in which the president would be elected by direct popular vote.

In 16 December 1987, the candidate of the governing party, Rho Tae-woo, was
elected president, contrary to the widespread expectation at that time that one of the
opposition candidates could be elected despite their failure to put forward a united
opposition candidate. With hindsight, it was almost impossible for the opposition
candidates to win the presidential election, because the two leading opposition

candidates, Kim Young Sam and Kim Dae Jung, fairly evenly divided the opposition
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votes. These two opposition candidates altogether attracted 55% of the votes. Kim
Young Sam had 28% and Kim Dae Jung 27% of the votes. A united opposition would
more likely have meant a defeat for the ruling party. The failure to put forward a
united opposition candidate gave the ruling candidate the chance to win the presidency
with 36.6% of the votes.*

To what extent did the new formal rule of institutions bring about changes in
the making of social policy? President Rho was elected through a constitutional
procedure which did not violate democratic principles. In other words, President
Rho's government was the first government in thirty years which did not suffer from
the deficiency of legitimacy. The first visible change was the fact that social welfare
programmes were openly debated in the electoral arena and new programmes were
promised by the presidential candidates. Under the governments of Presidents Park
and Chun, new social welfare programmes were introduced by the presidents in order
to enhance their political legitimacy. Because debates on new programmes were
effectively not allowed in the public arena, interest groups did not have an opportunity
to pursue their interests in social policies in those periods. By contrast, in the
presidential election of December 1987, four leading candidates promised that they
would bring changes in the social welfare system in Korea. If we assume that
candidates would be obliged to keep promises made during election campaigns, the
effective point of decision of social policy -making shifted from the confined circle of
decision-makers and experts to the electoral arena.

It is worth noting that the main debate in the presidential election was still

* James Cotton & S. Bae, "Regionalism in Electoral Politics,” in J. Cotton ed.,
Korea under Rho Tae-woo: Democratisation, Northern Policy and Inter-Korean Relations

(London: Allen & Unwin, 1993), p. 171.
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constitutional issues because a wide range of institutional rules was yet to be made.
Nonetheless, all of the four leading candidates put forward proposals for social welfare
programmes which were more or less similar to each other: the introduction of the
National Pension Programme and the expansion of National Health Insurance.®

After the presidential election, National Health Insurance was expanded to
cover those who had not been covered previously, like farmers, employees in informal
sectors and the self-employed. This marked a breakthrough in the development of the
Korean welfare system in terms of the role of the state in the financing of social
welfare programmes. As we will examine in the next chapter, the Korean state had
not played the role of the provider in the financing of social welfare programmes
before the new constitution of 1987. Funds for social welfare programmes came from
the contributions of employers and employees. With the exception of the Public
Assistance Programme, only administration costs were subsidised by the general
revenue of the government. The role of the state could be seen as a regulator which
made programmes compulsory without providing funds for programmes. The Park
and Chun governments had not played the role of provider in financing social welfare
programmes. Their approaches were very lukewarm and cautious about the possible
move from a regulator to a provider. This caution about the move to the new role of
the state caused a grievance for those who were not covered by National Health
Insurance. For example, as the coverage of National Health Insurance expanded,
those left outside National Health Insurance became increasingly isolated from the rest
of the population. Some of the self-employed previously outside of National Health

Insurance formed health funds for themselves to join National Health Insurance. For

* Sin Tong'a, January 1988.
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instance, the National Association of Artists, whose members were mostly the self-
employed, formed an insurance fund to join National Health Insurance in 1981. Many
associations of self-employed people soon followed this example. As this trend
continued, the defect of National Health Insurance became more obvious in the sense
that those remaining outside National Health Insurance were socially and economically
vulnerable groups who needed more social protection than others.

The government had not taken responsibility for those people until the 1987
when the presidential election took place. All four leading candidates made election
promises for the expansion of National Health Insurance in the presidential election of
1987. The deadlock of National Health Insurance, which had remained unsolved in
the confined institution of the decision-making process, was quite easily broken
through in the electoral arena. National Health Insurance began to cover those who
had not been covered before: those in rural areas in 1988 and those in urban areas in
1989 respectively. The government began to pay 50% of the premium, which was the
equivalent of the employers' contribution in the case of salaried employees.

The return of the governing party to power seemed to mean that the effective
point of decision for social policy would again remain confined to a small number of
decision-makers as it had been before: the President, the ministers involved and the
experts in social policy. After the Presidential election of 1987 in which opposition
leaders were to blame for their defeat, the President seemed to have a strong political
mandate. The new constitution also stipulated a strong president, like the previous
constitutions. Because the new President did not have democratic deficits, he could be
more powerful than ever before. He was expected to play a great role in the decision-

making process as an effective institution of decision. The newly established formal
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rules of institutions, however, provided another, and quite unexpected, effective point
of decision other than the President: the National Assembly.

After the victory in the presidential election, the Rho government was surprised
by its defeat in the general election 1988, which the government had anticipated
winning with a considerable majority. Like the previous presidential election, the
general election for the National Assembly was led by the same four leading
politicians, President Rho, Kim Young Sam, Kim Dae Jung and Kim Jong Pil. The
opposition parties fought the general election, remaining divided again. The
performances of the leading four parties in the general election were almost identical
to those in the presidential election of 1987 in terms of the share of vote. For what
reasons was the governing party, the Democratic Justice Party, defeated in the general
election whereas it won the presidential election with almost the same share of the
votes? The first answer was the strong regional feelings which emerged vividly in the
presidential election. Those four political leadérs had their own regional strongholds
where they gained a large number of seats of the National Assemblymen. Secondly,
the system of constituencies mattered to a great extent in making the different results
between the presidential and general elections. Under the new election law of 1988,
National Assemblymen were to be elected from the 'Small Constituencies' in which a
member of the National Assembly would be elected in a constituency, in other words a
First-Past-the-Post system. This 'Small Constituency' system would favour a party
whose supporters were geographically concentrated. A party whose supporters were

spread over the country would have difficulty in capitalising their support to win a

° Hong-nak Kim, "The Parliamentary Election in South Korea," in Asian Survey Vol.
29, No. 5 (1989), pp. 481-482.
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number of seats in the National Assembly. In the presidential election, whoever has
the biggest aggregate of votes at the national level would win the presidency. In
contrast with the presidential election system, a party with concentrated support in a
certain region had a great advantage in the 'Small Constituency' system for the
election of the National Assemblymen. Interestingly, all four parties had their own
regional strongholds. The four leading parties won most of the seats available in their
strongholds. The general election in April 1988 produced a four-party system in
which the governing party did not have a majority even though it was the biggest party
in the National Assembly.

After the general election, Korean politics saw an unprecedent confrontation
between the President and the National Assembly. Three opposition parties cooperated
in the National Assembly with a strong mandate from the public for 'purification of
the past’, even including one of the opposition parties, the New Democratic
Republican Party (NDRP), which had a close affinity to the governing Democratic
Justice Party. With a considerable majority, the opposition parties overruled the
governing Democratic Justice Party and the government in the National Assembly.

The National Assembly set up two committees to investigate the irregularities
and corruption in the Chun government. The televised hearings in the National
Assembly caused a great deal of embarrassment to the Rho government. The National
Assembly also refused to approve President Rho's appointee for the Chairman of the
Supreme Court in July 1987. Such a refusal by the National Assembly was
unprecedented in the thirty years. The President and government seemed to be unable
to carry out their policies with the National Assembly where the opposition parties

dominated. The National Assembly, however, was not effective in transforming their
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newly obtained power into actual policies. The existence of two effective points of

decision meant that neither institution was effective. Rather, they became veto points.

Table 2. 2 Regional Strongholds and Election Results in the Presidential
Election of 1987 and the General Election of 1988

Party and Leader Regional Strong % of Votes in % of Seats in the

Holds the Presidential National Assembly

Election (% of votes)

DJP, Rho T-W Taegu

N. Kyongsang 36.6 38.8 (34.0)
PPD, Kim D-J Kwangju

N. Cholla

S. Cholla 27.1 24.1 (19.3)
RDP, Kim Y-S Pusan

S. Kyongsang 28.1 20.5 (23.8)
NDRP, Kim J-P S. Chungch'ong 8.1 12.1 (15.6)

Source: Rearranged from Hong-nack Kim (1989), "The Parliamentary Election in
South Korea," in Asian Survey, Vol. 29, No. 5, 1989, p. 492; Okonogi Masao, "South
Korea's Experiment in Democracy,” in James Cotton & S. Bae, "Regionalism in
Electoral Politics,” in J. Cotton ed., Korea under Rho Tae-woo: Democratisation,
Northern Policy and Inter-Korean Relations (London: Allen & Unwin, 1993), p. 18.

DJP: Democratic Justice Party; PPD: Party for Peace and Democracy; RDP:
Reunification and Democratic Party; NDRP: New Democratic Republican Party.

With respect to decisions on social policy, the confrontation of two institutions
produced a policy deadlock in which neither institution could implement its political
will. They merely vetoed each other. In March 1989, the National Assembly passed
a bill for the reform of National Health Insurance after several readings in the Health

and Social Affairs Committee and the special committee of the National Health
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Insurance Bill. The bill was about the reform of the National Health Insurance
funding structure. The same bill was discussed in the previous National Assembly but
it could not pass through the National Assembly, then dominated by the governing
Democratic Justice Party. The bill tabled by the opposition Assemblymen would have
established a National Fund of Health Insurance, merging all health insurance funds
across the nation.

Since National Health Insurance had expanded incrementally over the years,
many health insurance funds were organised by occupations and managed separately.
The financial situations of the funds were different according to the occupation of the
insured. For instance, the fund of government employees had been in a very good
financial condition because the contributions from the government as an employer and
government employees were stable. The general health conditions of government
employees were also good compared to those of people in other industries. The health
fund for government employees, therefore, had a stable revenue and little expenditure.
By contrast, it was feared that newly established funds for regional members, who had
just joined National Health Insurance, would face financial difficulties. While the
premium of the salaried employees, such as government employees and company
employees, could be deducted directly from their salaries, new funds for regional
members, organised by local areas, had to collect payrolls from their members whose
financial situations were generally not so stable as salaried employees. Most regional
members were self-employed, farmers and people employed in informal sectors. In
addition, these regional members who had not been insured before were expected to
use health services on a massive scale in the initial period of their membership.

A national fund would make it possible to transfer money from a stable fund to
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a weak fund. This would also bring about redistribution effects between income
groups, since upper and middle income groups, such as government and big company
employees, had stable health funds while regional members, like farmers and informal-
sector employees had weak funds. The National Assembly actually aimed at these
redistribution effects between income groups.”® In an attempt to avoid the presidential
veto, the opposition parties amended their original bill. Under the original bill, the
National Fund would merge all funds immediately after the bill became law. In the
revised version, the bill set several stages towards a national fund over the long
period. The conditions for financial transfers between funds were also modified in the
revised version of the bill. The National Health Insurance Bill was sent from the
National Assembly to the president for ratification on 8th March 1989. The President
used his veto on the bill on the next day.

Why did the President exercise his veto on the bill? He had already warned the
National Assembly that he would veto the National Health Insurance reform bill. The
President, however, had promised a National Fund of Health Insurance in his
manifesto for the presidential election a year before. For what reason did he change
his mind? First, he did not anticipate that the opposition would dominate the National
Assembly. President Rho actually thought that a national fund was inevitable in due
course, but he did not want to be pushed by the National Assembly. Secondly, he
feared the loss of support from the upper and middle classes. From the viewpoint of
the upper and middle classes, they would lose considerably and gain nothing from the

possible merger of health funds into a national fund. There might be transfer of
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