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Poverty in Korea, Why It Remains High?:
Analysis of the Trend in Poverty since the 1990s

Ku, In—Hoe
{Seoul National University)

The economic «crisis in  1997~1998 caused massive unemployment and
unprecedentedly increased the number of the poor in Korea. As many unemployed
families fell into poverty, the poverty rate skyrocketed to higher than 10 percent. Not
later than 2000, unemployment late got back to normal and real average income
among urban households approached to the income level prior to the economic
crisis. Although the economic crisis has been passed through, poverty was net
decreased to the low level prior to the crisis by 2000. Why does it remain high? This
study attempts to provide an answer to this question by analysing the poverty trend
over the 1990s. Data come from the National Survey of Houschold Income and
Expenditures 1991, 1996, and 20001.

Results show that poverty was rapidly reduced in the first half period of the
1990s. This reduction in peverty is largely explained by steady and rapid econemic
growth. Medest improvement in income inequality alse contributed. In contrast, the
poverty rate considerably increased in the latter half of the 1990s. Average income
was not fully recovered to its prior level, which reflected the economic crisis and the
subsequent economic stagnation. Worsened income inequality led to higher poverty
rate too. In addition, demographic changes increased the share of econemically
vulnerable types of families, such as families headed by single parents and the
elderly. The most significant factor in explaining the higher poverty rate was
extended income differential among non-elderly adults, while the next was the
increased number of the elderly families.

Yet, findings a little differ depending on which concepts of poverty to adopt. In
the analyses based on the concept of absolute poverty, economic growth the most
significantly affected the poverty trends in the 1999s. Changes in income inequality
played the most important role in explaining the trend in relative poverty. Adepting
the concepts of quasi-absclute poverty, which is preferred in this study, results show
that rapid econemic growth significantly reduced poverty in the first half of the
1990s and beth worsened income inequality and stagnated economic growth
increased poverty in the latter 1990s.

Key words: Poverty, Absolute Poverty, Relative Poverty, Quasi-absolute Poverty,
Economic Growth, Inceme Inequality, Demographic Change
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