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SAFEGUARDING ECONOMIC RESILENCE
- In responding to the economic impact of COVID-19

President Moon presided over the National Fiscal Strategy Conference to tackle COVID-19
(at the State Guest House in Cheong Wa Dae on May 25, 2020).

“This is undeniably an economic wartime situation. The
Government should mobilize all available fiscal
capabilities with the resolve to draw up a fiscal budget as
if in wartime. When extinguishing a fire, pouring enough
water early on will allow it to be put out quickly, making it
possible to prevent greater damage.”

President Moon Jae-in
Republic of Korea
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SUMMARY
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SUMMARY

As the COVID-19 pandemic continues to spread, what began as a health and quarantine
crisis has now placed an economic burden worldwide. As COVID-19 has swept across all
parts of the world, the sudden stop in economic activities triggered by the virus is posing a
threat to the global economy. The world economy is likely to experience a more serious
economic downturn than anticipated. According to the International Monetary Fund (IMF), the
global economy is expected to shrink at -3% while global trade volume is also falling at -11%,
raising concerns over an economic recession like no other in history. The World Bank also
revised down its global economic growth rate by 7.7 percentage points from 2.5% in January
2020 to -5.2% in June 2020. Based on these predictions, the global economy would fall into
the worst economic recession since World War II, and the world economy will slow at a speed
three times faster than it did during the 2008-2009 global economic crisis.
Figure A. World Economic Outlook of April 2020 (IMF)

The previous economic crises stemmed from a series of mixed reasons from credit crunches,
wars, or oil price fluctuations. In contrast, the current crisis exhibits different characteristics
because it was caused by a single source, the coronavirus.
These changes in international economic conditions such as the drop in the global trade
volume and limited cross-border activities will have a particularly immense impact on the
Korean economy, which is highly dependent on external factors. In fact, Korea’s economic
growth for the first quarter of this year stood at -1.3%. Many have raised the possibility that it
will plunge to -2% in the second quarter of this year. Against this backdrop, the Korean
government is actively responding to the unprecedented economic crisis.
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Figure B. Real GDP (World Bank)
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The negative impact of COVID-19 on the Korean economy has spread across all industries2.
First, April’s all industry production dropped sharply on shrinking domestic and foreign
demand. Services production continued to slide by a large margin led by businesses relying
on interpersonal contact. Manufacturing production sank significantly as the production of
major export items remained stagnant due to the global economic recession.
Figure C. Industrial Production Index and Service Production Index (KDI)

Second, the overall contraction in industrial activities is affecting the job market, significantly
diminishing the employment numbers in April. In particular, the number of employed posted
huge losses in the services industry, due to reduction in face-to-face interactions. Small-sized
workplaces with fewer than 30 employees, and temporary and daily workers were particularly
affected.
Figure D. Cyclical Component of Composite Economic Indices and BSI (KDI)

2

This section on negative impacts of COVID-19 across industries borrows from the KDI Monthly

Economic Trends (June 2020).
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Third, the pandemic also affected consumer sentiment. This negative impact, however,
seemed to partially recover in May as Korea shifted to a more relaxed ‘daily quarantine’
scheme and as emergency relief funds were disbursed to households.

Figure E. Retail Sales Index and Composite consumer Sentiment Index (KDI)

Fourth, exports continued to decline by a large margin due to shrinking foreign demand
following the spread of COVID-19.
Figure F. Exports, Average Exports per Workday and Export Volume Index (KDI)
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Against such widespread impact of the pandemic, the government introduced various
support measures to protect the public, and particularly those most vulnerable to economic
contractions – low-income families, informal-sector employees, part-timers, women, and the
disabled.
First, the government announced that 10 trillion won will be used to support special
measures for employment stability and to create over 550,000 jobs with the aim to protect the
general public from the current economic crisis. In addition, the government has launched a
program to reduce social security insurance fees and to support the income preservation of
the low income families struggling to make ends meet and the businesses facing risk of
bankruptcy. And working with the financial sector, the Korean government created a relief
package program worth over 135 trillion won 3 to ensure financial stability and the basic
livelihood of the people. More specifically, this program, which would act as a safety net for
economic stakeholders who are vulnerable to shocks in the real economy and the financial
market, aims to support financing for companies and stabilize the financial market. The
government is also channeling liquidity into markets, offering super-low interest rate funds to
micro-enterprises/SMEs and granting full/special guarantees. The provision of loans and
guarantees has also been expanded to ease the financial burden of medium-sized enterprises.
Second, as part of an effort to stabilize the securities and bond markets, the government
has operated the Bond Market Stabilization Fund and Securities Market Stabilization Fund.
For business financing, the government helped issue P-CBOs in response to the economic
damage inflicted on companies. The government also established a Special Purpose Vehicle
(SPV), which underwrites the corporate bonds, CPs, and short-term corporate bonds of
businesses who are encountering difficulties with financing. Moreover, the Key Industry
Stabilization Fund valued at 40 trillion won was mobilized to put liquidity into markets and build
more capital.
Third, the government decided to provide Emergency Disaster Relief Payments to all
households for a total amount of 14.3 trillion won 4 . This was in response to the rapidly
decreasing domestic demand with people staying home and fewer foreign tourists since the
pandemic. A consensus was reached that special measures were necessary to boost
domestic demand, and after intense discussions among a variety of stakeholders, it was
decided that the emergency relief payments would be paid to all households. The amount of
the payments depended on the number of household members. Specifically, 400,000 won,
600,000 won, 800,000 won, and 1 million won are provided to single-person, two-person,
three-person, and over four-or-more-person households, respectively. In order to achieve the
goal of revitalizing local economies by promoting consumption, those who receive disaster

3

equivalent to approximately 112.5 billion US dollars (as of June 9)

4

equivalent to approximately 11.9 billion US dollars (as of June 9)
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subsidies must consume the total amount by August 31, 2020. Any outstanding balance will
be cleared from the account without a refund. Consumption will be limited to the metropolitan
or provincial areas of the recipient’s residence. The funds can be used at any businesses that
accept credit/debit cards, except for large discount stores, department stores, and bars.
Fourth, the government is planning to pay the expenses incurred by the public sector for
restaurants, events, and item purchases in advance. Internal guidelines were set for such
prepayments, which would be made to restaurants for future corporate dining of employees in
the public sector. Contracts for international events, conferences, and local festivals will be
signed in advance, and the government will pre-purchase as many essential items and
disposables as possible in the first half of this year.
Fifth, in a situation where there are concerns over a plunge in global demand and Global
Supply Chains (GSCs), the government is putting programs in place for supporting afflicted
businesses through the Export-Import Bank of Korea (KEXIM) and the Korea TradeInvestment Promotion Agency (KOTRA). KEXIM aims to extend the maturity of loans for
domestic companies directly or indirectly impacted by COVID-19 and Korean businesses who
have entered overseas markets. The Korea Trade Insurance Corporation (K-SURE) lowered
fees for insurance exports from exporting SMEs by 50%. In particular, exporting companies
located in Special Disaster Zones (SDZs) will benefit from the total amount of reductions in
export insurance premiums for six months. KOTRA plans to support contracts through nonface-to-face consultations with foreign buyers by developing the infrastructure for video
conferences with domestic and foreign partners and delivering online IR services for startups.
Moreover, it is making every effort to help essential staff enter nations with local outsourcing
production facilities in an effort to manage GSCs. At the same time, KOTRA is helping foreign
engineers who play a crucial role in operating key production facilities located in enter the
country. The Korean government is streamlining customs clearance procedures to promote
exports and imports. It is also running customs clearance systems for importing raw and submaterials 24/7 to help domestic manufacturers retain normal operations.
Sixth, government took action to offset the negative impact of the pandemic on major
industries of the country. For the aviation industry, the government has vowed to inject
emergency liquidity worth 300 billion won into Low-Cost Carriers (LCCs), reduce a wide range
of airport usage fees, and suspend the retrieval of non-use traffic rights. The government also
lowered rents for SMEs and micro-enterprises in airport commercial facilities. For the car
manufacturing industry, the government took measures to carry out special customs clearance
for three key parts such as wiring harnesses when the industry was suffering setbacks for
manufacturing finished cars in February because of shutdowns in their production facilities in
China. In response to sluggish demand for finished cars, the Korean government reduced
individual excise taxes for new car buyers.
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Figure G. Deputy Prime Minister Hong chairs 4th Central Economic Headquarters in May

Finally, preparing ourselves for the post-COVID-19 era is as important as the immediate
response to the current economic crisis. The government announced its economic policy
directions for the second half of the year, which cover establishing the foundation for the
Korean economy that will play a leading role in ushering in the post-COVID-19 era. The
objectives for the second half of this year are to help the Korean economy rebound at a rapid
pace and lay the groundwork for the ‘post catch-up’ model to stay ahead in the post-COVID19 period. The government’s pledges are also aligned with its economic goals for the second
half, to secure the basis for an inclusive nation that is prepared for the accelerating pace of
transformations in jobs for the digital-based economy.
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PROTECTING
the Vulnerable and Small businesses
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1. Measures for employment stability

As a result of the COVID-19 pandemic, economic activities have slowed like never before
and Korea’s gross domestic product (GDP) in the first quarter of 2020 contracted 1.4% from
the previous quarter. It was announced on May 13 that the April employment indices were
also affected, as the number of jobs fell by 476,000 from a year ago. This was the sharpest
drop since February 1999, when employment fell by 658,000 after the 1997 Asian financial
crisis. Temporary and daily employees were hit the hardest (plunging by 480,000), and the
damage was concentrated in the service industry. As the impact extended into the
manufacturing industry, the Korean government took serious note of the situation and
prepared the following measures.
Figure 1-1. Overview of measures for employment stability by the Korean government

1.1 Special Measures to Stabilize Employment (April 22)
As job markets worsened amid weak manufacturing and social distancing, the government
decided to provide further support to help businesses retain jobs during the 5th Emergency
Economic Council Meeting held on April 22. To quickly mitigate labor market shocks from the
pandemic, the government introduced ‘Special Measures to Stabilize Employment’ worth 10.1
trillion won, which is about 40% of the total employment budget for 2020. This drastic support
measures providing wage subsidies and programs for 2.86 million workers (2.5 times the
number of unemployed in 2019) reflects how seriously the government considers the employment
shocks. The three key parts of these special measures will be explained below.
10

Figure 1-2. Overview of special measures to stabilize employment

First, in addition to the businesses that have already been designated as Special
Employment Support Sectors in March (i.e. travel, tourism, lodging, tourist transportation, and
performance industries), other travel-related businesses (i.e. aircraft ground handling service,
duty-free and travel retail, exhibition and international conventions, and airport bus industries)
also became eligible for special employment support from the government. The special
employment support provides employee retention subsidies, which helps cover part of
employee salaries for the employers that have their employees take more than 30 days of
unpaid leave after a month of paid leave. The subsidy is provided for up to 50% of the average
wage (up to 70,000 won per day) and for up to 180 days.
The government also introduced the ‘Prompt Subsidy Program’ for businesses that may
need to have their employees take unpaid leave without giving them a period of paid leave as
a result of a rapid deterioration in their financial situation. This program subsidizes part of the
employee salaries (up to 500,000 won per month) for up to 90 days. A loan program for
employment retention was also introduced for businesses that are not able to apply for the
subsidy because they do not have enough funds to pay their share of the salaries.
Second, the budget for unemployment benefits was expanded to 3.4 trillion won to help
unemployed individuals cover their cost of living and find employment. In addition, the
government introduced the ‘COVID-19 Emergency Employment Stability Subsidy,’ which
provides 500,000 won a month for three months to about 930,000 of those not eligible for
unemployment benefits (i.e. self-employed small business owners and freelancers).
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Third, the government decided to expand the number of jobs in the public sector to stimulate
job creation in the private sector especially for the youth and other vulnerable groups. Jobs for
the youth will be created in short-handed areas related to spatial databases and digital sectors
that require no face-to-face contact. Furthermore, the government plans to expand its regional
employment programs to stabilize the livelihood of low income groups by injecting 3.6 trillion
won targeting 550,000 beneficiaries.
Figure 1-3. President Moon chairs the 5th Emergency Economic Council Meeting on April 22

Figure 1-4. Employed Persons in April 2020 (Statistics Korea)
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1.2 Measures against Employment Shocks (May 14)
The Ministerial Meeting on the Economy, which acts as the response headquarters, was
held on May 14. Plans to increase public sector employment were the main topic of discussion
as the economy has been losing jobs since March of this year. Ministers also discussed ways
to develop the industry for infection control.
Although the government has responded to the weak job market with a range of job support
programs including employment retention subsidies, job creation support, unemployment
benefits and emergency reliefs, the April data showed that more jobs needed to be provided
to absorb the shocks in the labor market. The government will work to create 1.56 million jobs
in the public sector as a follow up to the 10 trillion won in employment support announced at
the 5th Emergency Economic Council Meeting held on April 22.
As the COVID-19 situation not only leads to immediate job losses but also drastically
changes and damages the quantity and quality in the overall labor market, the government
decided that the employment system needed to be redesigned for better from a larger
perspective to work in tandem with the emergency measures.

Figure 1-5. Overview of public sector-focused measures against employment shocks
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First, about 600,000 of the 945,000 new public sector jobs that were originally included in
the 2020 budget will now be made into external positions or positions that require no face-toface contact. The maximum level of flexibility will be allowed in the execution of the budget to
support the quick implementation of the employment programs.
In addition, over 550,000 new government jobs will be created, or vulnerable groups and
new employment will be available for the youth in the digital field in both the public and the
private sectors. The recruitment processes that have also been postponed as a result of the
pandemic will resume in May to hire 48,000 government officials and workers at public
institutions as quickly as possible.
Second, the government will work to set the foundation for a universal unemployment
insurance system while also addressing the new methods of working. By strengthening the
unemployment insurance system, the government will extend support to freelancers,
temporary workers, and other vulnerable workers that fall into policy spots. In addition, new
employment systems will be introduced to reflect the new flexible ways of working including
remote working.
Korea’s actions against the COVID-19 pandemic in the employment sector can be
summarized into two categories: support for employers to retain their employees and income
support for employees whose income has been reduced due to the pandemic. These
measures are explained in detail below:
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1.2.1 Strengthening the Employment Retention Support
To mitigate the impact of the pandemic on employment, the Korean government is providing
support for employee retention and taking every possible measures to resolve difficulties faced
by employers and workers. The government also provides various support to ease the burden
of SMEs, which are greatly affected by the pandemic. This will help businesses maintain their
competitiveness and skilled workers so that the labor market can quickly recover once the
crisis is over.


Expanding the Employee Retention Subsidy

Employee Retention Subsidy is a government program that subsidizes employers faced
with inevitable restructuring due to business slowdown. It covers part of employee salaries for
employers that choose to temporarily suspend business or have employees take leave instead
of dismissing them. Against the growing need to strengthen government support to keep
people in employment as businesses continue to struggle from the COVID-19 crisis, the
government decided to raise the amount of employee retention subsidy for six months from
February 1 to July 31. Because employers taking employee retention measures use
government subsidy to cover part of the benefits provided to the employees, higher
government subsidy means lower share of what the employers pay. For example, when a
business is temporarily suspended, the employer pays part of employee wage as benefits (1.4
million won of the regular wage of 2 million won a month). The 120,000 won increase in the
government subsidy means the employer pays that much less. The subsidy is provided for up
to 180 days to not just businesses affected by COVID-19 but all business owners taking
employee retention measures by having their employees take paid leave from February 1 to
July 31.
Despite the increase in the subsidy, a growing number of micro businesses and SMEs were
not able to afford the employer share of the benefits due to severe financial difficulties. Taking
this into account, the government decided to expand the subsidy to cover 90% of the employee
benefits for three months from April to June in an effort to further reduce burden on businesses.


Expanding the Job Stability Funds Program

The Job Stability Funds Program, which subsidizes part of the employee salary, aims to
help micro businesses and SMEs by relieving them of the burden of rising labor costs resulting
from the minimum wage increase, while also addressing workers’ concerns over job security.
The government has expanded the amount of the subsidy provided under the program against
the growing burden of the pandemic on both the employer and the employee.
For each employee with monthly wage of 2.15 million won or less, the program previously
provided up to 110,000 won per month for businesses with less than five employees, and up
to 90,000 won per month for businesses with more than five employees. As the pandemic, the
government expanded the program to provide an additional subsidy of up to 70,000 won per
month per employee for businesses with less than ten employees, and up to 40,000 won per
15

month for businesses with more than 10 employees.


Expanding Subsidy for Reduction of Working Hours

The Korean government provides subsidy to employers that shorten the weekly work hours
to 15 to 35 hours. This subsidy covers indirect labor costs, reduced earning allowance and
cost of recruiting substitute workers for up to a year. As the pandemic closed off many
childcare centers, kindergartens and elementary schools, a growing number of workers faced
difficulty taking care of their children and wished to shorten their working hours. The
government responded by significantly increasing the subsidy from March 1 to June 30 to help
workers flexibly adjust their working hours and to help businesses cope with the change
accordingly.
More specifically, the subsidy for indirect labor costs granted to SMEs was raised from
200,000 to 400,000 won per employee. The subsidy to cover the reduction in earning, which
is also provided to large businesses, was increased from 40,000 to 60,000 for employers
shortening the weekly working hours to 15 to below 25 hours, and from 240,000 to 400,000
for employers shortening the weekly working hours to 25 to 35 hours. And the maximum
amount of subsidy provided to businesses hiring additional workers to compensate for the
reduced working hours was raised from 600,000 to 800,000. To support more workers and
employers, the period of employment to be eligible for the subsidy was reduced from six
months to one month of continued employment, and the required period of reduced working
hours was also reduced from more than two weeks to less than two weeks.


Designating Sectors Eligible for Special Employment Support

The Korean government designates sectors that are eligible for special employment support
to provide various measures against employment risks. On March 10, four industries (i.e.
travel, tourism/lodging, tourist transportation, and performance industries) whose employment
was certain to worsen were designated as Special Employment Support Sectors. And more
sectors struggled because of the pandemic, aircraft ground handling, duty-free shopping/travel
retail, exhibition/international convention and airport bus industries were additionally
designated to be eligible for special employment support on April 27.
Businesses eligible for special employment support receive increased support for employee
retention and training for six months from March 16 to September 15. More specifically, for
the employer, both the amount and the ceiling for employee retention subsidy have been
increased and the deadline for unemployment insurance contribution has been deferred. For
workers and job seekers, the increased support provides higher ceiling on loans for livelihood
support and lower income requirements to be eligible for the loan. In addition, the ceilings on
the loans for vocational training and living expenses have been increased to support the
unemployed, while also providing higher subsidy to businesses providing vocational training.
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1.2.2 Strengthening the Income Support
As the pandemic shrunk demand and forced businesses to close, more workers have been
experiencing income losses. The Korean government has implemented an array of policies to
expand support for government allowances and to ease loan requirements in order to stabilize
people's livelihoods. In particular, the government recently introduced the Emergency
Employment Stability Subsidy as part of its efforts to address the blind spots in the
unemployment insurance system to provide support to vulnerable groups that were previously
not eligible for employment stabilization measures.


Expanding Job Search Promotion Subsidy

The government implemented the Employment Success Package Program, which supports
job-seeking activities for vulnerable groups including the youth, the elderly and individuals
from low-income households. The pandemic has highlighted the need to help them find
employment during difficult labor market situations. The government has introduced a
temporary subsidy to help low-income groups cover their living costs while looking for
employment. This subsidy supports unemployed individuals 69 years of age or younger who
participate in the Successful Employment Service Package and earn less than the 60% of the
national median income. To receive the subsidy of 500,000 per month for three months, the
individual must fill out a written plan that includes more than two job-seeking activities a month,
the result of which will be reviewed by the government before the allowance is paid. Although
the job-seeking activities required a change of occupation before the expansion in the program,
any activity that enhances the expertise or income of the worker will now be accepted in order
to provide support to a wider range of workers. This allows non-standard contract employees
and freelancers who fell into policy blind spots in the unemployment insurance system to now
also be eligible for the subsidy.


Easing the Requirements for Livelihood Support Loan

The government operates Livelihood Support Loans, a program which grants up to 20
million won per worker without collateral at low interest rates (1.5%) to help afford the cost of
living (e.g. weddings, funerals, medical care, etc.) of low-income earners, those in special
types of employment) and their family members. As more workers face financial difficulties
due to the pandemic, the government relaxed the income requirements to be eligible for the
loan. Workers earning less than 2.59 million won per month were originally eligible for the loan,
but from March 9 to July 31, 2020, the income requirement includes those earning less than
3.88 million won to allow more workers to utilize the loan.
Because workers in special types of employment (dependent self-employees) and covered
by the Workers’ Compensation Insurance (e.g. insurance salespeople, home-study teachers,
and credit card salespeople) are exposed to face-to-face contacts with the customers and are
more likely to incur income losses, they will be eligible for the loan regardless of their income
until July 31, 2020.
17



Introducing the Special Support Program for Regional Employment

The government implemented the Special Support Program for Regional Employment with
17 local governments to support the livelihood of workers including freelancers, those on
unpaid leave and dependent self-employees. This package aims to resolve the difficulties
caused by job insecurity and income loss for workers in the policy blind spots of the
employment insurance system within local communities. Customized support measures have
been prepared by the local governments that best understand the specific employment
situation of the region under its jurisdiction. This package provides a monthly subsidy of up to
500,000 won for two months to workers on unpaid leave. Currently, the government provides
priority support to small-scale business owners and also offers intensive support to designated
industries that have been particularly affected by the pandemic. In addition, the self-employed
and freelancers who are prone to income loss due to having to carry out face-to-face services
will be provided with a monthly livelihood stabilization subsidy of up to 500,000 won for two
months.


Introducing the Emergency Employment Stability Subsidy

As of April 22, 2020, the government established the Emergency Employment Stability
Subsidy, which provides 500,000 won a month for three months to small business owners who
suffered a drastic drop in sales, to the unemployed non-standard contract employees and
freelancers (e.g. home-study teachers, instructors at training institutions, those in the theater
and film industry) and to employees on unpaid leave from SMEs. In addition to the subsidy,
the government is offering job-search support programs and vocational training to ensure the
job security of these workers. This measure has allowed the government to subsidize income
loss for the workers previously excluded from job security support measures. This is
particularly meaningful in that self-employed and freelance workers that were not eligible for
the aforementioned Special Support Program for Regional Employment will be covered under
the Emergency Employment Stability Subsidy, reducing the blind spot in the employment
insurance system.


Introducing the Emergency Family Care Leave Subsidy

The government is temporarily granting the Family Care Leave Subsidy to workers who
need to take care of their children as daycare centers, kindergartens, and elementary schools
have closed due to the pandemic. Despite the 10 days of family care leave that was allowed
per year, this forced unpaid leave could cause financial difficulties for families. In response to
this situation, the government established additional financial support measures to allow
workers to use family care leave with less financial burden in times of national emergency. A
daily subsidy of 50,000 won is provided for up to 10 days to workers who take family care
leave due to COVID-19. This means dual-income households can receive up to 100,000 won
per day, and up to one million won over the 10-day period.
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Table 1-1. Economically Active Population Survey in April 2020 (Statistics Korea)
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2. Measures for the low income
– Emergency Relief Payments and Reduced Social Security Contribution Reliefs
As the pandemic has shrunk economic activities across the country, businesses and
individuals have suffered from losses in sales and income. At the 3rd Emergency Economic
Council Meeting held on March 30, the government decided to take action by offering
emergency relief payments to all households. The government has also expanded the social
security contribution reliefs to those hit the hardest by the COVID-19 pandemic.


Emergency Relief Payments

Based on the decision by the National Assembly on April 30, a historical economic relief
program was introduced to provide a total of 14.3 trillion won for emergency relief. The initial
plan of the government was to reinforce the social safety net to include the 14 million
households that fall in the bottom 70% of the income index, and utilize the emergency relief
payments to support their living costs while also boosting consumption. However, the
government expanded the program to include all 21.71 million households regardless of the
income and began disbursing relief payments starting on May 4. The amount of payments
vary according to the number of household members (400,000 won for a single-person
household; 600,000 won for a two-person household; 800,000 for a three person household;
and 1.0 million won for households with more than four members).
The relief payments have been paid in cash to be used as living costs for the vulnerable
households where all members are beneficiaries of the National Basic Livelihood Security, the
Basic Old-age Pension or the Disability Pension. This means that the eligible amount is
transferred directly to the bank accounts of the eligible households starting on May 4. About
2.8 million households or 13% of all households would receive the payments in cash based
on this criteria. Households receiving cash payments can check the receipt of the payments
in the bank account registered for the pension payments starting on May 4. To ensure the use
of the relief payment for its intended purpose, the received payments will not be subject to
seizure.


Social Security Contribution Reliefs

The four types of Korea’s social security systems include National Health Insurance,
National Pension, Unemployment Insurance and Workers’ Compensation Insurance, which
provides the society protection against illness, old-age poverty, unemployment, and industrial
accidents. The government has supported low-income workers, workers in special
employment types, and businesses and workers in crisis by reducing their insurance
contributions, but the COVID-19 crisis has affected a wide range of individuals, making it
difficult for the existing system to address their needs. And at the same time, the social
insurance contributions have been a financial burden for the low-income households facing
difficulties in their everyday lives and the businesses near closure or bankruptcy because of
the pandemic. To provide direct income support to these groups, the government prepared
new programs that would reduce the social insurance contributions for those in need. The
20

payments for National Pension, Unemployment Insurance and Workers’ Compensation
Insurance will be deferred for three months, while the payments for health insurance and
workers’ compensation will receive a 30% reduction for three to six more months. These
measures, in principle, became effective starting with the March payments, which would have
been paid in April.


National Health Insurance: expanded eligibility for reduction

The government has already used the first supplementary budget against the pandemic to
grant 50% reductions in insurance contribution payments for three months to the 5.46 people
whose insurance contribution payments fall in the bottom 20% (50% for those in the areas
affected the most). Eligibility was expanded to the bottom 40% of the contribution payments
to provide an additional 4.88 million people a 30% reduction for three months.


National Pension: three-month payment deferrals

The government expanded the deferral of contribution payments for the National Pension
scheme. Any insured person can apply for the three-month deferral by providing evidence that
his or her income has been reduced. This deferral was provided only when those insured
through their workplaces experience income loss from taking leave or becoming unemployed.
With the expansion, more workers facing income loss will be eligible to apply for the deferral.
The documentation for loss of income was also simplified to include just an employee consent
form and paycheck statement. The insured person resuming payments will be allowed to
submit payments for the deferred period in up to 60 installments. The contribution payments
are deferred and not waived because the submitted period and amount of payments determine
the amount of the pension received after retirement.


Unemployment Insurance: three-month
businesses with less than 30 employees

payment

deferrals

to

Of those insured under the unemployment insurance, 6.12 million workers (around 44% of
all workers) and 2.28 million businesses (96.6%) are eligible to defer insurance payments for
three months. However, because it is difficult to defer payments for workers whose payments
are automatically deducted from the salary, automatic deductions will be put on hold
temporarily.


Workers’ Compensation Insurance: payment reduction s and deferrals

Small businesses with fewer than 30 employees, the self-employed and contract employees
can apply to defer or cut insurance contribution payments. The 259 businesses and 80,000
workers that are eligible can defer payments for three months or have the payments reduced
by 30% for six months. About 96.4% of all businesses registered under the workers’
compensation insurance system are eligible to receive this benefit.
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3. Measures for the financial market and SMEs
3.1 Financial Support Package
The government worked with the Bank of Korea, policy banks and the entire financial sector
to provide enough resources to SMEs, small businesses and the self-employed facing
difficulties due to the pandemic. A financial support package worth 135 trillion won was
prepared in this regard as a preemptive measure against market instability.
Figure 3-1. Introduction of the Financial Support Package

Figure 3-2. Financing and Policy Response of Different Types of Businesses
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The financial support package to stabilize the lives of the people and the financial sector
can be summarized into: 1. stronger liquidity by providing funds at ultra-low rates to support
the recovery and stabilized management of SMEs, small businesses and the self-employed;
2. The deferment of interest repayments and the extension on the maturity of loan principals
across the financial sector to help small businesses against difficulty liquidity conditions; and
3. preemptive safety measures in the financial sector to support the financing and mediation
functions of the financial market (including the stock and bond markets).

3.2 Measures for small businesses and SMEs


The first financial support program for small businesses

Taking into account the liquidity needs of small businesses, a total of 12 trillion won (2.7
trillion won through the government fund for emergency business operations from state-owned
Small Merchant Development Institute, 5.8 trillion won as super low interest rate loans from
the Industrial Bank of Korea, and 3.5 trillion won to subsidize the interest rates of commercial
banks) was introduced along with an ultra-low interest rate (at around 1.5%) to ease their
financial burden. The rate was applied across all banks to prevent congestion at a specific
window, while providing different means of support for different credit scores (i.e. emergency
liquidity from the government fund for businesses with low credit scores; super-low interest
rate loans from the Industrial Bank of Korea for those with medium credit scores; and loans
from commercial banks with subsidized interest rates for those with high credit scores). The
cooperation among the government, policy banks and commercial banks allowed large-scale
support that utilized market liquidity, and loans could be accessed easily through commercial
banks. The funds were being depleted quickly after the announcement of the first financial
support program, and the government used the reserve funds to add 4.4 trillion to the total
funding of 16.4 trillion won.

Figure 3-3. Overview of the 12 Trillion Won Financial Package at Ultra-low Rates
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The second financial support program for small businesses

As most of the 16.4 trillion won was expected to be depleted within two months into the first
financial support program for small businesses, the government prepared the second financial
support program of 10 trillion won to continue addressing the liquidity needs of small
businesses.
The basics of the second program would entail 10 trillion won of loans provided by six
commercial banks, with the Korea Credit Guarantee Fund providing guarantee to the banks
for 95% of the loan. The government, in turn, would provide the resources for the guarantee
by contributing to the Korea Credit Guarantee Fund.

Figure 3-4. Overview of the second financial support program for small businesses

-

Special Guarantee

At the same time, 5.5 trillion won of the supplementary budget was used to provide special
guarantees on SME and small business loans. Special guarantees are guarantees provided
for higher guaranteed rate at a lower fee. SMEs are provided with quick loans through the
Korea Credit Guarantee Fund and Korea Technology Finance Corporation while small
businesses do so through the Local Credit Guarantee Foundation.

-

Full Guarantee

In addition, full emergency guarantees were provided to small businesses with annual sales
of less than 100 million won that were either directly or indirectly hurt by the pandemic. With a
streamlined application review process, the guarantee process is made quick and simple.
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Table 3-1. Amount of Financial Support Provided to Small Businesses, SMEs (Feb. 7 to May 29)
□ By type of support

(# of businesses in thousands; amount in trillion won)

Type

Maturity Extensions

New
Guarantees

New Loans

1)

Loans

Guarantees

Total

# of Businesses

843

305

136

145

1,429

Amount

49

12.3

41.9

14.1

117.3

□ By business type

(# of businesses in thousands; amount in trillion won)

Restaurant

Retail

Wholesale

Machinery/
hardware
manufacturing

Transportation/
Warehouse

294

243

161

69

72

9.3

9.5

14.6

17.5

4.1

Tourism/
Leisure

Textile/chemical
Manufacturing

Lodging

Automobile
manufacturing

Others

56

32

21

12

468

2.7

7.3

3.0

5.5

43.7

# of
businesses
Amount

# of
businesses
Amount

□ By Types of Banks/Institutions
Policy Banks

(# of businesses in thousands; amount in trillion won)
Commercial
Banks
#
Amount

Non-monetary
Institutions
#
Amount

#

Amount

New Loans

413

23.8

430

25.2

0.393

0.0422

New Guarantees

305

12.3

-

-

-

-

Extension on
Loan Maturity 1)

19

112.4

97

28.9

19

0.7

Extension on
Guarantee
Maturity

145

14.1

-

-

-

-

Total

882

62.5

528

54.1

19

0.7
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3.3 Measures for the vulnerable


Reduce financial burden for suffering small businesses

The financial sector, including banks, insurance companies, the National Agricultural
Cooperative Federation, the National Federation of Fisheries Cooperatives, and the Korea
Federation of Community Credit Cooperatives, will support the recovery of small businesses
and SMEs by extending the maturity of loans by at least six months and by offering a six month
grace period on interest payments. These measures, however, will be offered only to the
SMEs and small businesses that suffer from loss of sales due to the pandemic and are
otherwise solvent in terms of the redemption of principals and capital impairment (but excludes
household loans, and real estate, rental, and adult entertainment businesses).



Financial Safety Nets for Vulnerable Debtors

As the pandemic and the consequent loss of work and income made it increasingly difficult
for individuals to repay their household debts on time, the government reinforced measures to
help these individual debtors from becoming delinquent.
Figure 3-5. Overview of the financial safety nets

For the individual debtors that may face difficulty in repayment of household debt due to
loss of income since the pandemic, pre-workout programs will be provided through individual
financial institutions to defer repayment of principals. And for the at-risk debtors with multiple
debts, debt adjustment programs through the Credit Counseling and Recovery Service are
provided to allow the adjustment of multiple debts at once. For delinquent debtors with difficulty
receiving support from individual financial institutions or the Credit Counseling and Recovery
Service, the 2 trillion won fund at the Korea Asset Management Corporation will be used to
provide exemptions on late payment penalties, while deferring repayment requests or
collections. Support will be provided based on the debtor’s recovery of income to help adjust
the debt by deferring repayment, providing debt relief, or allowing repayment through
installments over a longer period of time.
26

3.4 Financial Stability Toolkits
Amid the rise in market volatility, preemptive and bold responses have been taken to restore
stability in the country’s bond market, stock market, and short-term money markets, while
minimizing the cost of managing risk. The 41.8 trillion won fund will help stabilize the financial
markets while also supplying liquidity to SMEs. The Bond Market Stabilization Fund was
reactivated to allow the quick support of liquidity by using joint investments from the financial
sector (banks, securities and insurance) in sound corporate bonds and to respond to market
demands.

Figure 3-6. Overview of the Bond Market Stabilization Fund

To stabilize the corporate bond market and to support mobilization of corporate funds, the
government issued the primary collateralized bond obligations (P-CBOs) and implemented
the quick bond takeover program for medium-sized or large businesses that faced difficulty in
debenture of corporate bonds. The Korea Development Bank has also directly purchased 1.9
trillion won of investment-grade conversion issue of corporate bonds for these businesses.
The conditions surrounding the corporate bond market post COVID-19 somewhat improved
as result of the government measures against financial market volatility. However, the bond
market still remains weak for lower-rated corporate bonds with A or below ratings. Against this
backdrop, the government has announced its plans to create an SPV (Special Purpose
Vehicle) to purchase lower-rated corporate bonds and commercial papers. The SPV plans to
purchase corporate bonds with AA to BB ratings, CPs with A1 to A3 ratings and short-term
debt with maturities of up to three years, while the SPV operation committee determines the
purchasing targets.
The investment of the financial sector will also be used for the temporary operation of the
Securities Market Stabilization Fund to invest in market index products until the recovery of
the stock market. The five financial holding companies, 18 leading financial companies and
other relevant institutions including the Korea Exchange will contribute to creating a KRW 10.7
trillion stock market stabilization fund. The contributions to the fund will be made through
capital calls and the fund will invest in KOSPI 200 index.
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Figure 3-7. Overview of the Stock Market Stabilization Fund

To reduce the fear factor of the commercial paper (CP) and other call loan market, liquidity
support for securities companies has been expanded through stock finance loans, repo market
financing by the Bank of Korea, and a temporary deregulation of the call market. Other
refinancing support was also provided through the Korea Development Bank and Korea Credit
Guarantee Fund for CPs and electronic short-term bonds.


Stabilization Fund for Key Industries

The government introduced measures to establish a 40 trillion won fund to support key
industries and help businesses retain jobs. A 40 trillion won new stabilization fund will be
established to support key industries, which will be operated by the Korea Development Bank.
The fund will be raised by issuing state guaranteed fund bonds. In addition, private funds and
special purpose vehicles will also contribute to the stabilization fund. The fund will support key
industries that have significant impact on employment and the real economy, including airline,
shipping, shipbuilding, auto, general machinery, electric power and communication industries.
Support will be provided in diverse ways through loans, payment guarantees and investments
according to specific industry and business needs. Investment and credit extension to related
funds and special purpose vehicles will be permitted to promote inputs from private sector
funding channels and their know-hows. A council will be set up to ensure the professionalism,
accountability and transparency of the fund management.
Figure 3-8. 1st Vice Minister Kim chairs Macroeconomy and Finance Meeting
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4. Measures for the regional economy
There were concerns that social distancing measures against the pandemic would restrict
the regional economy. The difficulty that lodging, tourism and wholesale, retail and restaurant
businesses faced surfaced across the country, which added to the uncertainty in Seoul and
other metropolitan cities with large businesses with many workers. Regions that are highly
dependent on manufacturing were also negatively impacted as trade with China shrunk and
manufacturing facilities stopped operating. Against this backdrop, the government announced
the Emergency Support Measures for Regional Economies against COVID-19, which would
minimize the negative effects of the pandemic and stimulate the regional economies. The 137
trillion won, equivalent to 60% of the local budget, was frontloaded in the first half of the year.
The events hosted by local governments were also held as planned to minimize the risk of
shrinking regional economies.
The 60% frontloading of spending in the first half of the year is the highest level in the past
five years. In terms of events by local governments, preventive measures were taken
thoroughly to ensure the safety of participants, especially those particularly vulnerable to
COVID-19, while making sure that regional economic activities continue as normal. The events
that needed to be held in a tight or closed space would be held in a smaller scale or postponed.
Second, the government raised the discount rate on regional gift certificates from 5% to
10%, while also discussing the possibility of issuing more of the certificates than the originally
planned amount of 3 trillion won. Efforts will be made to also expand affiliated businesses (e.g.
hospitals, pharmacies, etc.) that reflect the needs of the region.
Third, the government decided to permit over two hours of parking near traditional market
place and to issue more gift certificates for traditional markets than 500,000 a month.
Fourth, in order to support the challenges faced by the self-employed, 4.2 trillion won in a
business stabilization fund for local governments and 2.3 trillion won of special guarantee will
be provided according to plan. To encourage people to eat out, the cafeterias operated directly
by the government will be closed at least twice a week and those operated by a private
business will be closed at least once a week. In addition to these financing measures, the
government also extended the loan maturity on policy funds and deferred repayment of
principal to minimize the negative impact of the pandemic.
Lastly, measures were introduced to reduce the tax burden on businesses that had to close
after a customer tests positive for the coronavirus. In terms of local taxes, the notice of the
imposition and the collection will be postponed for six months with a possible extension of
another six months, while also allowing payments in installments. The collection of national
taxes such as corporate tax and VAT will also be postponed for nine months. In addition to
these measures by the central government, local governments prepared separate measures
to support businesses in their jurisdictions.
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Example of Policy Measures by Region

<Seoul> Promote tourism in Seoul to undo the damage by COVID-19
▶ Attract tourists to Seoul to quickly recover from the damages of the pandemic

-

-

Offer job opportunities to translators and commentators, tour guides and others in the
tourism industry who have become unemployed

-

Support travel insurance for small travel agencies and travel agencies in Seoul offering
package tours for foreign tourists

Expand the eligibility for paid leave to include total of 3,800 non-regular workers with a
monthly wage of 2.8 million won or less (originally: 2,000 workers with a monthly wage of
2.5 million won or less)

<Jeollabuk-do> Expand the program that subsidizes card transaction fee
▶ Support small businesses facing difficult business operation through transaction fees
-

0.8% of debit/credit card sales and up to 500,000 won provided per business

-

Eligibility has been expanded to included businesses with annual sales of 300 million
won or less (from 120 million won or less before the expansion)

<Ulsan> Provide disinfection services to businesses affected by the pandemic
▶ Provide disinfection services to restaurants or bathhouses (spas) to help them stay in
business
-

Distribute signs certifying businesses that have been disinfected

-

Provide a list of businesses that have been disinfected to reassure the public

Against this backdrop, 100 million won in special subsidies for disaster safety has been
secured to support disinfection to COVID-19-impacted businesses. Ulsan provides safety
certification marks to attach the entrance of the business, and safety certified businesses
are promoted on the official Ulsan website so that the community knows they can use
safety.
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PRESERVING
Economic Resilience
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5. Measures for fiscal stimulus

COVID-19 has cast a shadow on domestic demand, as an unprecedentedly large number
of people have refrained from going outside and the number of overseas tourists to Korea has
plunged. In March, the number of international visitors arriving in Korea fell approximately 95%
year-on-year. The production of services recorded its biggest decline since January 2000. In
particular, the figures for accommodation and restaurants, and arts and sports decreased 18%
and 27%, respectively. Moreover, the Consumer Sentiment Index (CSI) has been on a steady
decline, recording the largest fall since the 2008 Global Financial Crisis (GFS). On the
employment side, employment numbers have declined, particularly in the accommodation,
restaurants, arts, sports, and leisure industries. Shrinking domestic demand has aggravated
the difficulties micro-enterprise owners and the self-employed are facing because domestic
demand is the main driver of their business activities.
Many agree that there should be special measures to revitalize domestic demand. In
response to this, the Korean government pledged to pay an emergency disaster relief fund
during the 3rd Emergency Economic Council Meeting, which was held on March 30, 2020.
Afterwards, the ruling party, the government and Cheong Wa Dae decided to send relief funds
to the entire Korean public through intense discussions.
Furthermore, the government announced measures to boost domestic demand during the
4 Emergency Economic Council Meeting, which was presided over by the president on April
8. All of these measures are intended to counter the significant contraction in domestic
demand and make it possible for the public sector, which serves as an end consumer, to
facilitate consumption and investment as quickly as possible. Other goals include promoting
consumption in the private sector, providing additional support to vulnerable groups, and
ultimately propping up the foundations of domestic demand.
th

Figure 5-1. An empty street in Hongdae, once a bustling district popular among youngsters
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5.1 Emergency Disaster Relief Payments for the general public
All Korean citizens are entitled to a share of this historic economic recovery worth 14.3
trillion won, as the provision was agreed upon by the National Assembly on April 30. The
Korean government had a plan to grant the payment to 14 million households below the 70th
income percentile in order to guarantee a minimum income for households and boost
consumption. The purpose was to offer a stronger safety net for low-income families and
benefit those on the lower rungs of the economic ladder that are not covered by aid programs.
However, the government decided to expand the scope of recipients to the entire public and
began granting funds to 21.71 million households on May 4. The amount of payments offered
differs depending on the number of members in a household. The figures for single-person,
two-person, three-person, and four-or-more-person households stand at 400,000 won,
600,000 won, 800,000 won, and one million won, respectively.
Producers were put in place to waive having to apply for the payments or allow people to
donate them to charity after applying. Donations will be factored into the Employment
Insurance Fund in the interest of providing job security and supporting those who are out of
work. This measure aims to promote social cohesion based on a mature sense of civic
consciousness, which was reaffirmed in Korean society during the coronavirus pandemic. It is
expected that the government will also allow donors to claim tax incentives under relevant
laws.
All households outside of the vulnerable groups can opt to receive the payments in the form
of a charge to a credit card account, gift certificate, or prepaid card. Online registration started
on May 11. Those who find it difficult to apply online, including the elderly and the disabled,
were eligible to sign up offline at community centers in each town (eup, myeon, and dong).
Payments are paid within two days of the application date. Considering that all households
are eligible for the payments, it was expected that applications would be concentrated in the
initial stage of implementation. To prevent incidents such as servers going down, a system
that staggered applications throughout the week based on the final digit of an applicant’s year
of birth was applied. All households, regardless of the year of birth, were allowed to apply
during the weekend.
In order to achieve the goal of revitalizing local economies by promoting consumption, those
who receive disaster subsidies must consume the total amount by August 31. Any outstanding
balance will be cleared from the account without a refund. The areas for consumption are
limited to residential areas in metropolitan cities and provincial areas. Subsidies can be used
in all places where recipients can pay using a credit card, aside from several types of
businesses including large discount stores, department stores, and bars.
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5.2 Strengthening the role of the public sector as an end consumer
Crediting domestic demand through pre-payments and pre-purchasing
The government decided to pay ‘business promotion fees’ in advance to restaurants used
by employees in the public sector, as long as the government can predict the purpose of
spending the fees, the place, or the amount. The measures are designed to help revive
demand for dining out as soon as possible. For this purpose, the government put forward
internal guidelines for pre-payment through a revision to the guidelines for executing the
budget. Moreover, the government will pay 80% of the amount of remaining tickets purchased
for overseas travel in order to support the airline industry, which is facing larger challenges
than other industries. To this end, the government prepared a standard contract for the
prepayment of airline tickets for each airline route. In addition, public institutions will make
payments in advance to their main travel agencies so that the agencies can purchase a certain
number of airline tickets.
Figure 5-2. A civil officer is making pre-payment with a credit card at a restaurant

The government will sign contracts in advance for holding international events, conferences,
or local festivals that have been postponed or were planned in the second half of this year. It
will also launch a campaign known as ‘One Flower per Table’ and utilize a prepaid purchasing
system to provide financial support for flower farmers who are facing financial hardship due to
drastically falling demand. For assets in the public sector, the government is scheduled to prepurchase office furniture and disposable items that can be stored. The government will buy as
many of those items as possible during the first half of this year. It will also purchase school
equipment to replace old desks, chairs, and whiteboards for students from low-income families,
in preparation for online classes. Quarantine, sanitation, and medical supplies will also be
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targeted for advance purchase, as well as office furniture and disposable items that are
necessary for safety, tests, inspections, and maintenance.
The government plans to buy a total of 1,600 vehicles in advance that will be purchased by
public institutions in the second half of this year. This early purchasing is intended to support
the automobile industry during these challenging times. The Public Procurement Service (PPS)
will negotiate the quantities, production schedule, and unit price with manufacturers. The
Ministry of Trade, Industry, and Energy (MOTIE) will oversee purchasing performance every
month through the Management System for Purchasing Public-Use Vehicles. Also, seventy
percent of the operating costs of the Build Transfer Lease (BTL)-type infrastructure, which was
built by Public Private Partnership (PPP) scheme, will be prepaid in the first half of this year.
This prepayment will help reduce difficulties with the management of these facilities.
Scaling up construction investment by government and public institutions
Some construction projects have stopped, while there has been a delay in the construction
period for other projects due to COVID-19. There has been a steep decline in the construction
industry, and local economies have suffered the brunt of the damage. In these difficult
circumstances, the government will bring forward the timing for investing in the construction
of local roads, railway, ports, and river maintenance. The government will enable construction
projects that have not yet started to get underway as quickly as possible. It will buy
government-supplied resources and increase the amount of prepayments. The government
will begin providing financial compensation for land allocated to build infrastructure in the
private sector, including the Gwangmyeong-Seoul Highway. The Korea Rail Network Authority
will place an order for the construction of the Pohang-Samcheok Section at an earlier date
than originally planned, and the government will increase total construction investment by the
public sector.
Fast-tracking procedures for public procurement contracts
There have been some difficulties with fiscal frontloading, such as the cancellation of public
events and delays in government construction. This requires regulatory reforms to strengthen
the government’s role as a consumer. Accordingly, the Korean government has eased the
regulatory procedures required for public contracts to an unprecedented level for a short
period of time in 2020.
First, the government increased the ceiling for small private contracts that can be signed
without tender procedures. Where private contracts are possible, COVID-19 related projects
were included. In addition, the number of items on the Korea On-Line E-Procurement System
(KONEPS) has been increased. These items can be ordered without separate tender
procedures. The period of inspection and registration will be shortened from 12 to 8 weeks.
The government will reduce the bidding deposits for public purchasing and government
construction by 50%, lowering the burden on companies that go through the procurement
process. The ceiling on prepayments will also be increased from 70% to 80%. If there are
temporary defaults resulting from the COVID-19 pandemic, suppliers will be exempted from
liability, including compensation payments for deferments.
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5.2 Support for the private sector to promote domestic demand
Promoting pre-payment and pre-purchasing throughout the private sector with the
support of tax incentives.
A pan-government campaign is underway to promote the greater use of pre-payment and
pre-purchasing in the private sector. The government will offer an income tax deduction of 80%
to credit and debit card users, the same rate that will be applied to industries hit hard by the
coronavirus threat. These industries include restaurants, accommodation, tourism, concert,
and passenger transportation. Up until June, when private business owners or corporations
pre-pay or pre-buy goods or services from self-employed persons, they will receive a 1%
income or corporate tax deduction.
Further reducing the tax burden on small businesses and individual business owners
It is predicted that more companies will incur financial losses due to deteriorating economic
performance in the wake of COVID-19. It might take some time until businesses can benefit
from application-based tax credits, so there are some concerns about taxation-related
expenses. To counter this, the Korean government has sought to relieve the tax burden on
small businesses affected by the coronavirus. The government also authorized the National
Tax Service (NTS) to extend the deadline of tax payments for small businesses affected by
COVID-19. For instance, when filing taxes in 2021, businesses can receive a deduction or
reimbursement for deficits incurred in 2020. Small businesses will also receive a deduction or
reimbursement if they report financial losses incurred during the first half of this year. Under
the direct authority of NTS and all municipalities, the deadline for payments will be extended
by three months. This will benefit all seven million individual business owners in Korea who
have to file for comprehensive income tax and personal local income tax returns. In particular,
tax filing deadlines will also be extended by up to three months for taxpayers who reside in
Special Disaster Zone (SDZs) or run businesses that are economically damaged by COVID-19.
Figure 5-3. Korean local market after the Emergency Disaster Relief Payments
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6. Measures to promote trade
Many are concerned about the significant fall in domestic demand and shocks from global
supply chains. In this situation, the Korean government has come up with measures to bolster
international trade while complying with relevant regulations. The objective is to ensure
Korea’s standing as a trade partner who plays a leading role in promoting economic exchange
between nations, which serves as the cornerstone of global prosperity. To this end, the
government held the 2nd Emergency Economic Council Meeting on March 24, presided over
by the President. In this meeting, livelihood and financial stability package programs worth
more than 100 trillion won were announced to resolve financial difficulties and maintain
stability in financial markets. During the 2nd Crisis Management Meeting held on March 25, the
MOEF announced additional measures through the Export-Import Bank of Korea (KEXIM) to
support businesses that have been impacted by the current crisis.

6.1 Dealing with export difficulties
KEXIM and Korea Trade Insurance Corporation (K-SURE), Korea’s export credit agencies,
will extend the deadlines for loans and insurance payments while keeping the prior amounts
intact. For example, KEXIM will grant an additional grace period of up to one year granted to
Korean companies affected either directly or indirectly by COVID-19. This will also apply to
overseas subsidiaries of domestic firms. K-SURE agreed to extend the period of insurance
coverage without lowering the ceiling on export insurance, irrespective of any decline in the
credit ratings of buyers. K-SURE also reduced export insurance fees for SMEs by 50%. In
particular, exporting companies in SDZs will benefit from a reduction worth six months of
export insurance fees. The government is converting export bonds into cash early to meet the
emergency financing needs of exporting firms. Operating funds and guarantees for
manufacturing will continue to be provided to SMEs in the future. The government has
introduced online trade and insurance facilities to rescue exporting companies in financial
strife, which has helped to substantially shorten the period between application and receiving
insurance coverage.
Figure 6-1. Deputy Prime Minister Hong chairs the 2nd Crisis Management Meeting held on
March 25
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(CASE) KEXIM’s financial support programs to overcome COVID-19

KEXIM (Korea Export-Import Bank) has created financial support programs in an attempt to
assist the Korean government to support businesses impacted by the coronavirus. The
following programs came into effect on March
31, 2020.


Extending deadlines for existing loans (worth 11.3 trillion won)
-



Deadlines of loan payments will be extended by up to one year for domestic
companies hit either directly or indirectly by COVID-19 and companies that have
established overseas entities.
Loan program for providing initial liquidity (worth 2 trillion won)

-



Providing initial operating funds and financial resources to diversify import sources
for directly or indirectly impacted firms, and applying preferential loans and interest
rates
Preferential financial guarantee program worth 2.5 trillion won for export/import firms
and companies that have advanced into overseas markets



Applying preferential interest rates to financial guarantees for such businesses
Accelerated loan programs for export-import SMEs (200 billion won in support for
export-import SMEs without credit ratings)

-



For SMEs that will be subject to external auditing, KEXIM will waive qualitative
evaluation procedures and review their financial statements only. These companies
will be given prompt support and preferential interest rates.
Emergency business management loan program (worth 2 trillion won)

-

Some domestic clients that have suffered from the economic crisis, economic
recession, or disasters such as COVID-19 do not have any track record of exportimport contracts or such records have been exhausted. For these companies, loan
amounts will be calculated based on a certain proportion of their sales revenue for
the respective year, and preferential interest rates will be applied.
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6.2 ‘Untact’ (non-face-to-face) export support
The Korean government is conducting many buyer-matching processes online through
virtual mediums to support one-stop contract signing. These processes include consultations,
contracts, customs clearance, and logistics procedures. The government plans to help
businesses hold non-face-to-face consultations and sign contracts with foreign buyers.
Relevant infrastructure will be established to hold video conference consultations at home and
abroad. Online IRs will also be held for startups with the support of the government. An ‘Online
Korea Exhibition’ will be held utilizing AR and VR to enable participation from all corners of the
globe. Up to 50 special online exhibitions will be open to the public this year, with ten
permanent exhibitions held during the same period. A number of overseas networks are being
run by the government and public institutions, such as KOTRA, the Korea SMEs and Startups
Agency, the Korean International Trade Association, and expatriate firms. The government will
depend on the overseas offices of these networks as foreign offices for SMEs.
Figure 6-2. A businessperson is communicating online with foreign buyers through virtual
devices at KOTRA
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6.3 Assisting Korean businessmen in entering foreign countries, and
coping with logistics difficulties
The government is also helping companies with production facilities abroad perform efficiently.
The government is assisting essential GSC management staff in entering foreign countries
using both bilateral and multilateral communications channels, while also considering offering
special charted flights if SMEs hold international conferences. The government is also helping
foreign engineers enter Korea as long as they are essential workers in operating core
production facilities located in Korea. For example, the government has taken steps to
accelerate visa issuance screenings and extend their stay in Korea.
To alleviate setbacks companies are encountering due to shrinking global logistical volumes,
the Korean government plans to expand global freight transportation by adding air and sea
routes. For aviation, idle passenger aircraft are being used to increase the number of freight
routes. The government also plans to subsidize some of the costs associated with airfare hikes
for exporting SMEs. For shipping, the Korean government will increase support in operating
sea routes among Korea, China, and Japan, while also resolving financial issues in shipping
logistics by deploying additional large vessels.
Figure 6-3. Engineers of Samsung Electronics are going through departure processes for
Vietnam, where the company has multiple production facilities, at Incheon
International Airport
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6.4 Support for stabilizing the Global Supply Chain
The Korean government must prepare for potential disruptions in the Global Supply Chain
(GSC) between the US, China, the EU, and Southeast Asia and build transparent and safe
production bases. For this purpose, the government is endeavoring to monitor the GSC and
prepare for reshuffling in the GSC following COVID-19.
First, the government is continually monitoring whether 300 or so items can be imported
without any problems, in consideration of the scale of such imports and Korea’s dependency
on them. Through the Supply Support Center, which was established in July 2019, the
government will handle the challenges that companies are facing in terms of the supply and
demand of raw materials, logistics, and customs clearance. The government will secure
financing and space for essential inventory of items designated as core products. This will be
achieved by utilizing idle space in the public sector, including bonded warehouses and public
institutions. The government will also provide financing to companies to secure inventory.
For key industries, the government will reduce corporate taxes and help companies make
U-turn facilities investment. Leading overseas companies will be encouraged to invest in
Korea. In addition, the government aims to encourage Korean companies to diversify their
GSC to include countries targeted by Korea’s New Southern Policy.

6.5 Reducing the corporate R&D burden
The Korean government aims to ease the R&D burden on domestic companies to help them
achieve technological innovation and ultimately take the lead in global trade in spite of the
liquidity crunch caused by the coronavirus. The government will ease burden of R&D costs for
SMEs that are conducting R&D projects commissioned by the MOTE, the Ministry of SMEs
and Startups (MSS), and the Ministry of Science and ICT (MSIT), while raising the ceiling on
subsidies for HR expenses to help companies retain researchers. In terms of the conditions
under which companies can continue to benefit from this R&D support, the requirements for
maintaining an appropriate level of fiscal soundness, such as debt-to-equity ratios, will be
eased temporarily until the end of the year. The government will allow a grace period of up to
two years for technical fees to be paid to the government this year.
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7. Measures against supply chain shocks
7.1 Eliminating disruptions in supply chain of raw materials
In line with government support, the Korea Customs Service (KCS) has established ‘COVID19 Customs Clearance Support Centers’ in major customs offices nationwide since February
this year. The aim is to help exporting and importing firms resolve setbacks in the supply and
demand of raw and sub-materials. Moreover, the KCS is operating 24/7 customs clearance
systems to provide speedy service for imported sanitary and medical supplies, as well as raw
and sub-materials necessary for stabilizing the operation of domestic factories. Chinese
factories have resumed operation after being temporarily suspended since early February. In
response to the sudden jump in imports of raw and sub-materials, the authorities created a
temporary ‘Support Team for Customs Clearance of Raw and Sub-Materials.’
With a large volume of imports coming in at once, there have been delays in the unloading
of imported goods and a shortage of storage space. Against this background, the KCS has
made a coordinated effort to address logistics delays at airports and ports. For example, the
government agency has permitted freight to be taken directly to factories without being carried
into the terminal upon arrival. In particular, as exports of Korea’s world-renowned COVID-19
testing kits have recently surged, the KCS is running the customs clearance system around
the clock to expedite customs clearance procedures. This also applies to imports of raw and
sub-materials for manufacturing testing kits.
Figure 7-1. Exports of COVID-19 testing kits
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Figure 7-2. COVID-19 testing kits are being packed for exports at a production facility in Korea

7.2 Tackling customs clearance difficulties
The KCS sent a letter to the General Administration of Customs of China, Korea’s largest
trading partners, asking for cooperation regarding expedited customs clearance. The KCS has
also helped resolve delays in customs clearance of raw and sub-materials with Korea’s major
trading partners. This was possible through communications channels with local customs
offices and authorities, including hotlines. Alongside these efforts, the KCS introduced support
systems for exporting and importing companies on a new dedicated website for the COVID19 response within the KCS website. Businesses can refer to the website of the KCS Customs
Clearance Support Centers. This site provides daily updates on the COVID-19 response
among Korea’s trading partners.

7.3 Support for customs clearance of imported masks
Imports of medical and surgical masks require permits from the Ministry of Food and Drug
Safety (MFDS). This process took a long time, and customs clearance was possible only after
inspections and screenings by customs offices. The MFDS recommended exempting imports
of medical and surgical masks from certain important requirements when these types of masks
are imported for disaster relief, donation, or provision to employees at businesses, and
customs centers responded by simplifying customs screenings procedures in such cases.
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7.4 Special customs procedures for personal belongings
Beginning with Wuhan, China, the Koran government has sent chartered flights to help
Korean nationals in many countries return home since the early stage of the COVID-19
outbreak. The KCS has created and implemented guidelines regarding the declaration of
special personal belongings for those returning to Korea in order to protect employees from
any danger during customs procedures and luggage inspections. In principle, those who are
suspected of having COVID-19 need to undergo non-face-to-face tests in a separate test zone,
and their luggage is screened in the presence of airline employees. Screening tables are
sanitized to prevent secondhand infections.

7.5 Support for verification of origin
Along with all Korea’s FTA partners (16 treaties with 56 countries), Korea is working to
introduce the ‘Internal Emergency Guidelines for Origin Verification in Response to COVID19.’ These guidelines will help exporting and importing companies benefit from FTAs. Korea
has finished discussions on the implementation of the guidelines with 45 countries, including
28 EU countries, while also putting effort into reaching agreement with other FTA signatories.
The KCS prepared these guidelines because of potential economic damage to exporting and
importing companies. Due to COVID-19, there has been a lack of origin verification requests
and responses. It is difficult for producers at exporting firms to submit relevant materials during
the crisis, and international mail and delivery services have been stopped or suspended.
These guidelines contain a request for conducting international declarations online, as well as
flexibility regarding communications and deadlines for replying to requests. Previously, the
KCS asked companies to submit the original version of Origin Verification Certificates in order
to receive conventional tariff benefits. The KCS has now taken steps to require only the
submission of a copy in order for such benefits to apply, making it more convenient for
companies to take advantage of FTAs.

7.6 Tax breaks for exporting and importing companies
The KCS has implemented measures to provide special tax benefits to companies facing
difficulties including disruptions to the supply and demand of raw materials, as well as
businesses located in SDZs in Daegu and Gyeongbuk Province. These involve support for
easing the credit crunch, including a deadline extension of up to one year for tax payments
such as tariffs, permitting payment in installments, expedited refunds on the day of application,
and deferring defaults. The KCS is expected to postpone customs duty investigations for five
major industries affected by COVID-19, companies that retain their employees, and
exporting/importing SMEs. These companies are given the option of having customs duty
investigations suspended or postponed, allowing them to focus on business management.
The KCS has also eased regulations, including granting a reprieve from the collection of funds
owned. This includes a temporary delay in payment reminders and forced collections such as
seizures, the postponement of tax payments, exemption from additional taxes for payment
delays, and assistance with corporate rehabilitation.
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8. Measures for severely affected industries
A majority of industries are facing difficulties due to disruptions in the GSC and a plunge in
domestic and overseas demand following the worldwide spread of COVID-19. In particular,
the government has determined that the aviation and automobile industries require prompt
action to be taken due to the drastic fall in demand. Moreover, it is imperative that the approach
taken for the automobile industry seeks to maintain both individual companies and the
domestic GSC, as the automobile industry is part of a multi-stage supply chain which includes
both individual finished car manufacturers and auto parts companies. The Korean government
has continued to implement a range of policy measures such as livelihood and financial
stability packages worth 100 trillion won as part of efforts to reduce the impact of COVID-19,
provide market stability, and revitalize the economy. During the Crisis Management Meeting
held on April 23, policies were announced to support core industries such as aviation, shipping,
automobiles, and oil refining.
Figure 8-1. Passenger airplanes are idling at Incheon International Airport

8.1 Aviation industry
Aviation is one of the industries that has been hit the hardest by COVID-19. As of the second
week of April, the number of international flights had declined around 98% year-on-year due
to entry restrictions in many countries and the suspension of routes. Six of the seven domestic
Low Cost Carriers (LCCs) in Korea, including Jeju Air, have suspended all regular international
flights, and Eastar Jet has also cut domestic flights. Utilization rates for Full Service Carriers
(FSCs) such as Korean Air and Asiana have fallen to around 10% because of a contraction in
the number of flights to Europe and the Americas. Korean Air has completely suspended 93
of 124 total flight routes. Korean Air has discarded 29 routes, while the utilization of
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international routes is currently only 14.8%. Sales by ground handling agents at Incheon
International Airport have waned by up to 80%, with a comparable decline of around 80% for
duty free shops. With the airline industry facing a liquidity crisis due to a plunge in flights and
freight in the wake of the coronavirus pandemic, urgent action is required. On February 17,
the Korean government injected 300 billion won in emergency funds into LCCs to confront
liquidity problems. The government offered discounts on all fees for airport use and postponed
the return of unused air traffic rights. The FSC decided to support the industry through the
Strategic Industry Stability Fund under the condition that companies do their best to get back
on their feet. If emergency financing is needed prior to the establishment of the Fund, financial
support will be provided through the Korea Development Bank (KDB) and KEXIM. The
emergency liquidity announced on February 17 will be provided to LCCs as soon as possible,
with additional liquidity support to be considered. Moreover, the government is reducing the
cost burden on airlines through reductions in airport usage fees, deferring payments and
offering tax breaks. For airlines and ground handling agents, the government has reduced
fees for airport facility use and pushed back payments since March 18. During the crisis
Management Meeting held on April 23, the deadline for paying taxes has been extended from
the period between March and May to the period between March and August. The exemption
will be applied by the period when the number of passengers will reach 60% of that of the
same month of the previous year.
The Korean government has reduced rent for SMEs and self-employed individuals using
airport commercial facilities since February 28. The deduction was increased from 25% to 50%
on April 1. The government held a session of the Employment Policy Council on April 23,
designating ground handling work (dealing with airplanes), duty free shops, and airport
services as industries to receive special employment support. Ground handling workers
outsourced from personnel agencies will also be provided.
Figure 8-2. Check-in counters encounter no visitors at Incheon International Airport

46

8.2 Shipping industry
The global shipping industry exhibited 11.1% and 4.8% declines in export volume to the
Americas and Europe, despite the turnaround in prediction in China in March. The World Trade
Organization (WTO) estimates that global trade volume will fall by 13% to 32%, which means
the global container volume exported to major countries including Europe is also expected to
contract. The economic damage will begin to mount after the second quarter of this year, when
further decreases in container volume to such countries are expected. The Korean
government has taken measures to support passenger ships that pass between China and
Japan, Korea’s neighboring countries. On February 17, the government reduced the fees for
ports used by Chinese and Korean cruise ships. On March 2, port fees were lowered for cruise
ships travelling between Korea and Japan. On the same day, the government began offering
emergency business support funds to shipping companies, targeted at neighboring countries.
COVID-19 has continued to sweep across the world since then. Since global container volume
is predicted to decrease, the government has vowed to scale up support for shipping
companies. The Korea Ocean Business Corporation (KOBC) will either contribute to the PCBO in response to COVID-19, or increase the proportion of bonds for shipping companies in
the P-CBO by participating as a subordinate investor. The KOBC is considering purchasing
up to 100 billion won in corporate bonds from small and medium-sized shipping companies. If
M&As take place between national shipping companies, the KOBC is considering a proposal
to directly invest in companies that are merged, or confer funds to companies that are subject
to mergers.
Figure 8-3. HMM’s Algeciras, the largest container ship in the world, anchors in Busan New
Port in April
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8.3 Automobile industry
The automobile industry is concerned about a rapid decline in demand following disruptions
to overseas dealer networks because of the coronavirus outbreak. Exports for the first quarter
of this year dwindled by 17.6% compared to the same period last year. Dealers from trading
partners such as the US have shut down their operations since March, and export disruptions
has come to bear in April. Car manufacturers are also facing difficulties with production.
Domestic and overseas finished car manufacturers are experiencing setbacks in operations
due to restrictions in movement and restraints on the operation of production facilities. At
present, there are a total of 831 primary vendors of finished cars in Korea. Domestic
production continued normal operation in March, but by April some production lines in Ulsan
were rotating between partial shutdowns and full operation. These factories are experiencing
difficulties due to plummeting orders from foreign countries, as exports account for a
comparatively high percentage of their sales. In terms of overseas production, the six overseas
factories of Hyundai and Kia Motors (outside of China) have suspended operation. The
approximately 700 plants owned by Korean parts companies that have made inroads into
those countries are also experiencing disruptions to operation.
Figure 8-4. Kia Motors’ 2nd factory in Gwangju, Korea is shut down in May

In February, there were setbacks in the production of domestic finished cars after vehicle
manufacturing facilities ceased operations in China because of the COVID-19 pandemic. In
response, the Korean government applied special tariffs to air freight rates for three key
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automobile parts including wiring harnesses. The government also waived import declarations
for these car parts to ensure a continued supply of imported parts. Special tariffs refer to tariffs
calculated based on the comparatively cheaper rate when the mode of transportation has to
be changed (for example, from shipping to air freight). During the Crisis Management Meeting
held in April, the government announced it would consider adding electric motors for vehicleuse and filters to the list of parts subject to special tariffs. Moreover, tariffs for imported parts
and the payment deadline for VAT for the first half of this year will be postponed by up to 12
months, along with a nine-month grace period. During this period, companies will be exempt
from the annual average VAT of 9.125%, and administrative procedures for forced collections,
including seizures and disposals, will not be taken. To secure key parts, long-term storage has
been made possible at major bonded areas (airports and pots in Incheon, Kimhae, and Busan).
The maximum period of storage for car parts has been extended from 2-3 months to up to one
year.
On February 28, the Korean government reduced the individual consumption tax levied on
new car purchases until June 2020 in response to sluggish demand for finished cars. The
government is also endeavoring to close the demand gaps stemming from a steep decline in
exports between April and May by purchasing more cars in the public sector and streamlining
support for eco-friendly cars. In other words, the government plans to bring forward the
planned purchases of vehicles to be used by the public sector, including government ministries
and public institutions. The number of vehicles is projected to be around 8,700 in 2020. Up to
70% of the total price can be paid upfront when signing such contracts. For eco-friendly cars,
it is expected that demand for EVs will decrease while demand for Electric Freight Vehicles
(EFVs) will increase. Considering the situation in the EV market, the government has decided
to increase the proportion of purchasing subsidies for EFVs in 2020, which accounts for 5,500
of the total 73,000 EVs that will be subsidized. The government will also provide support for
R&D on futuristic cars.

8.4 Oil refining industry
The oil refining industry in Korea recorded a deficit in revenue for the first time in the first quarter
of this year, affected by the combined declines in domestic demand and exports. Domestic demand
and exports for the first quarter of this year (based on monetary value) fell by 17.8% and 10.1%
respectively year-on-year, with the brunt of the decline in transportation fuels including
gasoline, light oil, and jet fuel. For this reason, the revenue deficit for the first quarter of this
year stood at more than 4 trillion won, which was larger than expected. The main reasons for
the deficit involved losses in inventory due to COVID-19 and a collapse in international oil
prices. On February 5, the Korean government delayed tax collection by one month for tariffs
(3%) and two months for VAT on oil imports and tariffs (10%). In April, payments for oil imports
and sales contributions between April and June were deferred for 90 days. Extra strategic
petroleum reserves will also be purchased. Moreover, the government extended the deadlines
for the payment of oil-related taxes (transportation, energy, environment, and individual
consumption taxes), as well as crude oil-related tariffs and VATs.
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8.5 Agriculture and fisheries industry
Outdoor activities have become more difficult for the Korean public because of COVID-19.
As it stands, restaurant sales have fallen and school lunches have been suspended.
Consumption of marine products has been decreasing on the back of declining demand at
traditional markets, restaurants, and school lunches. In particular, demand for aquaculture
products, which are consumed as sushi in restaurants, has contracted noticeably. In these
negative circumstances, stronger quarantines, movement restrictions, and sluggish demand
have led to difficulties with exports to China and Japan, the main export destinations for
Korean fisheries. Due to a contraction in consumption and exports, small fishing businesses
are experiencing difficulties including a decrease in sales. As the coronavirus outbreak
spreads, there are worries that financial troubles at marine product manufacturers and retailers
could lead to instability across foods production.
The Ministry of Oceans and Fisheries (MOF) has taken stock of the harm suffered by the
fisheries industry due to COVID-19. The ministry announced the 1st, 2nd, and 3rd support
measures on March 9, March 26, and April 27 respectively in the three areas of marine
products consumption, exports, and financial stability.
Figure 8-5. MOF’s efforts to support the fisheries industry

Fisheries (fresh Sushi) drive-through sales

Sales promotion at ‘Korea Fisheries Markets’ (by
the Minister of Oceans and Fisheries)

To promote the consumption of marine products, the minister announced a series of
promotional events to sell mostly aquaculture products in both online and offline markets.
Centered on the private sector, sales promotional events were held in the form of drivethroughs. The ministry has also pushed ahead with a range of other promotions including
discount events linked to fresh retail startups and discount sales for school lunches (known as
the ‘school lunches marine products challenge’). For exporters of marine products, the ministry
is providing support for non-face-to-face marketing activities, including online trade
consultations and helping Korean companies make inroads into overseas online markets in
light of the cancellation of local exhibitions due to COVID-19. To promote financial stability, the
government has also put financial support policies in place, including the Emergency Business
Management Stability Fund. To guarantee employment stability in the industry, policies have
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been enacted to enable companies in this industry to retain staff.
The MOF is preparing mid- to long-term strategies to cope with the post-COVID-19 era.
Once offline activities resume after the pandemic is over, the government will promote
consumption with the aim of facilitating recovery in demand for marine products. Alongside
this, the government plans to focus on promoting development within the industry in a manner
suited to emerging consumption trends. The government will improve retail and logistics
systems to promote quick delivery and online purchasing. The government will also improve
its capacity to handle changes in supply and demand, including strengthening the capacity to
monitor the production and consumption of marine products nationwide.

8.6 Information communication technology industry
Through the ICT PPP Task Force, the Korean government received reports regarding
economic damage caused by COVID-19 from a total of 369 companies. Matching these
afflicted companies with appropriate support packages was completed by May 6 so that these
companies can retrieve the support they need. Since February, the government has been
pushing for the establishment of numerous policy measures by holding six round-table
meetings with industry leaders and engaging in regular communications. As part of R&D
support, the deadlines for paying technical fees to the government will be deferred or extended.
This exception will be applied to companies affected by the coronavirus pandemic. Loans will
be provided for R&D financing to companies in need, and R&D funds will be frontloaded as
quickly as possible. Moreover, the government will back virtual IRs for sales activities and
investment promotions by ICT companies. The government will also increase the number of
companies benefiting from overseas launch consulting services, and streamline the
designation process.
Sixty four public institutions under the umbrella of the MSIT will be assisted by the
government in awarding licenses for broadcasting/communications and technical equipment.
Rents and usage fees for facilities will also be lowered. The Korean government is currently
accepting reports about the economic damage suffered by ICT companies through the MSIT
website and a special taskforce for the ICT industry, and doing its best to help these companies
with difficulties through policies implemented across government ministries such as the MSS
and MOTIE.
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9. Accommodative Monetary policy
The Monetary Policy Board of the Bank of Korea decided on May 28 to lower the Base Rate
by 25 basis points, from 0.75% to 0.50%. The decision came in a little over two months after
the Bank of Korea cut the Base Rate from 1.25% to 0.75% on March 17.
The Monetary Policy Board expects that domestic economic growth will remain sluggish for
some time due to the impact of the COVID-19 pandemic. GDP growth is projected to fall
considerably below the February forecast of 2.1% to around 0%, and uncertainties around the
future path of GDP growth are also judged to be very high.
The Board will continue to conduct monetary policy in order to support the economy and
stabilize consumer price inflation at the target level over a medium-term horizon, while paying
attention to financial stability. As economic growth is expected to be sluggish and inflationary
pressures on the demand-side are forecast to remain weak due to the pandemic, the Board
will maintain its accommodative monetary policy stance. In this process it will thoroughly
assess developments related to the pandemic, the impact on the economy and financial
markets here and abroad, and changes in financial stability
Figure 9-1. Base Rate of Korea
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Figure 9-2. The Financial Monetary Policy Board Meeting was held at the Bank of Korea in
March. `

.
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PREPARING
for the Post COVID-19 era
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Background

In the face of the COVID-19 pandemic, the Korean economy has encountered two major
challenges: aiding recovery from a severe economic recession while addressing the structural
transformation. The unforeseen shock of the pandemic has resulted in the worst economic
downturn that the world has seen since the Great Depression. Border closures and travel
restrictions have affected economies and job markets around the world, and the Organization
for Economic Cooperation and Development (OECD) has predicted that the income loss by
the end of 2021 will exceed that of any previous recession over the last 100 years outside
wartime.5 Without the government efforts protecting the job market and boosting domestic
consumption, the pandemic could result in a vicious cycle of income loss, demand contraction
and mass unemployment.
According to the OECD, economic activity will not be able to return to normal under the
current circumstances, which means that it is inevitable for the shock of the pandemic to
permanently damage the economy. Furthermore, the International Monetary Fund (IMF)
expects the current crisis to unevenly affect certain groups that are socially or economically
more vulnerable.6 Failing to address the crisis early on may lead to hysteresis in the labor
market, shrinking investments, and ultimately, may have a bigger and longer-lasting impact on
the economy. The unparalleled challenges of the pandemic have completely changed the
world’s overall economic and social structures. In addition to the increased use of ‘untact’
services accelerating the transition towards a digital economy, there has also been a growing
demand for a green economy, making it a common consensus in the international community.
Delayed action against such structural changes, therefore, may hurt productivity and result in
a lower growth path.
Against such backdrop, the Korean New Deal was introduced as a national development
strategy to support the country’s recovery from the pandemic crisis and lead the global action
against structural changes. Its three main objectives are as follows: First, the Korean New
Deal aims to minimize the economic shock by creating jobs. It creates not only governmentsupported jobs for low-skilled workers, but also jobs that support the structural transition
towards a digital and green economy. Second, this strategy supports the Korean economy’s
quick return to its normal growth path by building the necessary infrastructure for a digital and
green economy that will restore investments and support job creation. Third, it sets the
groundwork for Korea not only to adapt to the structural changes but also to lead the global
community in the post COVID-19 era. This plan forms an institutional basis on which a digital
and green economy can be supported. At the same time, it also establishes a universal
employment insurance system and sets a path towards net-zero emissions.

5

OECD. (2020). OECD Economic Outlook.

6

IMF. (2020). World Economic Outlook Update.
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K-New Deal, the Korean version of the New Deal
Overview of the Korean New Deal
During the 7th Emergency Economic Council Meeting held on July 14, the Korean
Government announced overview of the Korean New Deal, which seeks to transform Korea
into:


a smart country that is at the center of a digital transition based
on data, network and artificial intelligence (DNA) infrastructure1;



a green country that achieves a balance among people, nature and
growth through a green transition towards net-zero emissions as a
responsible member of the global community; and



a safe country that invests in human resources for a strong
employment and social safety net.

The Korean New Deal seeks to transform the country from a fast follower into a first mover.
To this end, the Korean government plans to introduce two main policies – the Digital New
Deal and the Green New Deal – and an overarching policy to strengthen the employment and
social safety net.
With the Digital New Deal, Korea aims to further strengthen its digital capacity based on its
competitive edge in information and communication technology (ICT), thereby promoting
innovation and dynamics throughout the economy. The government plans to build large-scale
ICT infrastructure including a ‘Data Dam,’ which serves as the foundation for a digital economy.
This promotes a data-driven economy including the collection, standardization, processing
and combining of data, and ultimately secures a competitive advantage for the country by
creating new industries and accelerating the digital transition of key industries.
At the same time, Korea’s Green New Deal aims to achieve net-zero emissions and
accelerates the transition towards a low-carbon and green economy. To this end, the
government plans to build eco-friendly energy infrastructures that promote energy saving and
an increased use of renewable energy. The mobility, energy, technology and other types of
climate-friendly industries will be strengthened in all possible ways.
The Korean New Deal will increase the resilience of economic agents against the
uncertainty of times that result from changing economic structures. To this end, the Korean
government will work to close blind spots in the employment and social security system based
on social consensus. The government will establish a ‘future-oriented job training system’ by
investing in human resources, thereby allowing a smooth transition between occupations and
nurturing talent for innovation.
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To support the objectives of the Korean New Deal, institutional frameworks will also be
improved upon to mobilize large scale private investment. With an investment of 114.1 trillion
won from the treasury to be injected in phases until 2025, the government plans to create new
markets and stimulate private demand. The institutional base for the transition towards a digital
and green economy will be prepared along with regulatory improvements, in order to
accelerate innovation and additional investment from the private sector.
Among the Korean New Deal projects, 10 key projects that contribute significantly to the
creation of jobs and new industries, and to a well-balanced form of regional development have
been selected as the building blocks of the forthcoming transformation.

Investment Timeline
Projects that can be carried out immediately this year will be implemented while investment
will be concentrated in the ‘innovative projects on national transformation’ by 2025.
2020, Starting the Transformation – Investment will be made in projects that help overcome
the crisis or that can be implemented immediately. (6.3 trillion won including 4.8 trillion won
from the treasury will be invested through the 3rd Supplementary Budget 2020.)
2021-2022, Scaling up the Investments – Investment will be increased to achieve the new
growth path. (67.7 trillion won including 49 trillion won from the treasury will be invested and
887,000 jobs will be created.)
2023-2025, Settling the Transformation – Final touches will be added to solidify the new
growth path. (160 trillion won including 114.1 trillion won from the treasury will be invested,
and 1,901,000 jobs will be created.)
Focus Areas of the Korean New Deal
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< Overview of the New Deal >
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Breakdown of Investments
1. Digital New Deal: 58.2 trillion won (44.8 trillion won from the treasury) will be invested; and
903,000 jobs will be created. With the aim to accelerate the transition towards a digital
economy, investment will focus on the integration of data, network and AI (DNA) throughout
the economy (31.9 trillion won from the treasury), promoting the ‘untact’ industry (2.1 trillion
won from the treasury), and digitalizing the social overhead capital (10 trillion won from the
treasury).
2. Green New Deal: 73.4 trillion won (42.7 trillion won from the treasury) will be invested; and
659,000 jobs will be created. With the aim to strengthen climate action and realize a green
economy, investment will focus on green infrastructures (12.1 trillion won from the treasury),
renewable energy (24.3 trillion won from the treasury), and fostering green industry (6.3 trillion
won from the treasury).
3. Stronger Safety Net: 28.4 trillion won (26.6 trillion won from the treasury) will be invested;
and 339,000 jobs will be created. In response to the uncertainties resulting from structural
transformation, employment and the social safety net will be strengthened (22.6 trillion won
from the treasury), and investment in people, such as capacity building in digital and green
sectors, will be increased (4 trillion won from the treasury).

*The tables above show the amount that will be invested through the Korean New Deal and the number
of jobs that will be created from the Third Supplementary Budget 2020 (2020 SB) to years 2022 and
2025.
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10. Digital New Deal
10.1 Overview of the Digital New Deal
Against the accelerated transition towards a digital economy since the beginning of the
COVID-19 pandemic, digitalization has become a key factor both driving innovation and
determining the competitiveness of a country and its industries. The overall transformation of
economic and social structures, including the greater use of web-based services, has once
again emphasized the importance of digital capabilities. Businesses providing ‘untact’ services
such as e-commerce and remote working tools are becoming a promising industry, while small
and medium-sized enterprises (SMEs) and micro-businesses that lack a digital capacity lag
behind.
The Digital New Deal aims to build a digital economy and promote growth in promising
‘untact’ industries. It heightens the competitiveness of Korea and its industries by establishing
digital infrastructures in areas such as data, network and artificial intelligence (DNA). At the
same time, major infrastructures including those for transportation, water resources, urban
planning, and logistics will be digitalized.
In addition, the Digital New Deal fosters ‘untact’ industries, which are critical for the post
COVID-19 era, while also strengthening support for SMEs and micro-businesses against the
changing business environment. Through these efforts, Korea seeks to generate greater
added-value and create more jobs in the future while bridging digital gaps.
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10.2 Focus Areas of the Digital New Deal
Stronger Integration of DNA throughout the Economy
The Digital New Deal will promote the use and integration of data, the 5G network and AI
(DNA) throughout all sectors to create new digital products and services, while also enhancing
the productivity of the Korean economy. (38.5 trillion won including 31.9 trillion won from the
treasury will be invested by 2025 to create 567,000 jobs.)


Collecting, disclosing and utilizing data in areas closely related to people’s lives

The ‘data ecosystem,’ which involves the collection, utilization, disclosure, integration and
distribution of data will be reinforced. A data control tower will be established for the integrated
management of public and private data: Disclosure of 142,000 public data; and the expanded
collection and utilization of data in fields such as manufacturing and medical industries;
Establishment of big data platforms for different sectors, and the introduction of vouchers for
data purchasing and processing to 8,400 companies; Collection of additional data for AIlearning (1,300 types of data), and the introduction of vouchers on processing the data for AIlearning for 6,700 SMEs


Expanding the integration of 5G and AI into industries

Projects that integrate 5G and AI technology into primary, secondary, and tertiary sectors of
the economy will be introduced for the digitalization of all industries and the creation of new
markets: Production of 195 immersive contents in areas such as culture, sports and
transportation; the construction of 160 smart museums and galleries based on ICT; and the
development of technology to commercialize self-driving vehicles and self-navigating vessels;
Construction of 12,000 smart factories; the provision of AI-based home services (e.g. indoor
purification of fine dust); and the implementation of leading projects that integrate AI with other
technologies in areas close to people’s lives (e.g. medical image readers, etc.); Support for
1,000 startup businesses providing ‘untact’ services; the creation of a new ‘Smart Korea Fund’
worth 6 trillion won; and the provision of vouchers for AI solutions to 3,400 SMEs, and smart
service solutions to 1,350 SMEs


Making a smart government that utilizes 5G and AI

The government will adopt a smart working environment by utilizing 5G and cloud networks,
while also being innovative to quickly provide customized public services: Implementation of
pilot projects based on blockchain technology (e.g. to prevent duplicate claims on welfare
benefits) and the provision of customized information on government subsidy and pension
plans; Phased establishment of 5G at all government complexes; and the transition to cloud
computing of public information system


Advancing cyber security

Cyber security will be strengthened nationwide to effectively respond to the accelerated
digitalization and the consequent increase in cyber threats. Support will be provided to
promising businesses and technologies in relevant areas: Provision of customized consulting
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on security, and installation support on security programs to 6,650 SMEs; and the diagnosis
and reinforcement of the software security; Development of 100 promising businesses for AI
security; and the distribution of security models to 500 industrial sites for integrated
technologies (e.g. self-driving vehicles)

Digitalization of Education Infrastructure
The Digital New Deal will expand digital infrastructure and educational materials to incorporate
a blend of online and offline methods into learning environments of all elementary, middle and
high schools, universities and job training institutions across the country. (1.3 trillion won
including 0.8 trillion won from the treasury will be invested by 2025 to create 9,000 jobs.)


Creating technology-based education infrastructure for grades 1-12

Full coverage of high-speed classroom Wi-Fi will be provided to all elementary, middle and
high schools across country (Timeline: from 80,000 classrooms in June 2020 to 240,000
classrooms based on the Supplementary Budget of 2020, and to all 380,000 classrooms by
2022). A total of 200,000 old computers and laptops of faculty members will be replaced with
new ones, and 240,000 tablet PCs will be provided to 1,200 schools that will test out the ‘online
textbook’ program in order to develop new teaching and learning models. Also, an integrated
platform for online learning that utilizes various educational materials and big data to provide
customized learning materials will be launched. This new platform provides both public and
private learning materials, and supports all stages of learning.


Strengthening the online education system of universities and job training
institutions
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Old servers and network facilities will be replaced with new ones at 39 national universities; to
set the basis for online learning, 10 remote education support centers for shared use by
universities will be installed; and to build the digital capacity of faculty members, 28 training
centers will be installed. A total of 2,045 lectures that address the demands of the Fourth
Industrial Revolution, such as AI and robotics, will be developed and made available to the
general public via the Korean Massive Open Online Course (K-MOOC) by 2025. In
collaboration with other MOOC providers worldwide, 50 lectures that are globally recognized
will also be introduced each year. The Smart Training Education Platform, a comprehensive
job training system that combines online and offline courses, will be further enhanced with the
development of 3,040 e-learning and virtual training (AR and VR) programs by 2025.
Consulting services will be provided to occupational training institutions on adopting online
programs, and 585 businesses will be eligible for subsidies on online learning management
systems (LMS) for up to 18 million won a year.

Fostering the ‘Untact’ Industry
The Digital New Deal will lay the groundwork to promote the ‘untact’ industry by setting up
relevant infrastructures that are closely related to people’s daily lives (e.g. medical, workrelated and businesses-related infrastructures). (2.5 trillion won including 2.1 trillion won from
the treasury will be invested by 2025 to create 134,000 jobs.)


Building smart medical and care infrastructures

By utilizing digital technology such as 5G and IoT, 18 smart hospitals will be built to allow realtime monitoring of inpatients and interdisciplinary diagnosis and treatment. To provide safer
medical treatment, 1,000 specialized clinics for patients with respiratory symptoms and fever
will be established. Digital health care services, such as IoT sensors that measure the heart
rate, blood-sugar levels and activities, and AI speakers that engage in conversations to
enhance cognitive functions, will be provided to 120,000 elderlies and others vulnerable to
health implications. Wearable devices will be provided to 200,000 people with chronic
conditions, such as high blood pressure or diabetes, to help them manage their conditions.


Promoting remote working in SMEs

Vouchers will be provided to support remote working solutions and consulting services will be
provided to 160,000 businesses. In areas where SMEs and venture companies are
concentrated, 1,562 videoconferencing rooms will be established. The development of ways
to utilize new digital technologies in remote working (e.g. technology to enhance the quality
and security of videoconferencing programs, and software on task management, etc.) will be
supported.


Supporting online activities of microbusinesses

A space on online exhibitions, shopping malls or live commerce markets will be offered to
320,000 microbusinesses. Each year, 5,000 pilot projects on subscription services will be
supported to help microbusinesses secure a stable demand. Smart technology based on 5G
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or AI will be integrated into microbusiness workplaces to set up 100,000 smart stores, which
use kiosks and other ‘untact’ ordering systems, and 10,000 smart workshops, which are
manufacturing businesses that consist of less than 10 employees and utilize smart technology.

Digitalization of Social Overhead Capital (SOC)
The Digital New Deal will apply ICT technologies to key SOC infrastructure for safer and more
convenient lifestyles and adding ‘smart’ components to urban spaces, industrial complexes
and logistics systems to strengthen the competitiveness of relevant industries. (15.8 trillion
won including 10 trillion won from the treasury will be invested by 2025 to create 193,000 jobs.)


Building a smart management system in four sectors

In terms of transportation, Cooperative-Intelligent Transportation System (C-ITS) will be
adopted on major roads; IoT sensors will be installed on all railroads; and digital management
systems that utilize CCTV and IoT will be established at 3 national fishing harbors. Regarding
the geographic information system, a precise road map and a comprehensive 3D map will be
prepared on 15 types of underground structures; measuring instruments will be installed on
120 km of underground utility-pipe conduit; and a digital platform will be set up at 29 harbors.
For safer water management, real-time monitoring and remote controlling systems will be set
up for national rivers (73 rivers; 3,600 km), 27 reservoirs, and 37 nationally managed dams.
In terms of disaster management, 510 early-warning systems will be installed for slope land
and other areas with high risk for disasters. Additional flood warning systems will be set up in
180 parking lots located near high water levels.


Adding digital innovation to urban spaces and industrial complexes

Regarding smart cities, 108 platforms utilizing closed-circuit televisions (CCTVs) will be set up
not only for traffic management but also for crime prevention in urban areas. The use of smart
city solutions such as smart crosswalks, demand responsive transportation and drone delivery
will be promoted, and two smart city pilots will be implemented as signature projects. In terms
of smart industries, comprehensive control centers will be established for the real-time
management of safety, traffic and crimes in 10 industrial complexes. A remote monitoring
system on leaking toxic chemical substances will be established in 15 old industrial complexes.


Building a smart logistics and distribution system

In terms of land logistics, 11 smart distribution centers to be shared by SMEs, and large ecommerce distribution complexes will be established. A certification system on smart
distribution centers will also be introduced. A smart distribution center will be established in
two port complexes, and an integrated blockchain platform for harbors, which provides realtime information on harbor activity for efficient transshipment, will be expanded. An integrated
platform on the trading and management of agricultural products and other food supplies for
public meal services, and a platform for the online auctioning of livestock will be established.
Research and development of logistics technology such as high-tech delivery systems utilizing
robotics, IoT and big data will be supported.
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11. Green New Deal
11.1 Overview of the Green New Deal
The economic risks from the pandemic have shed light on the need for a growth strategy
that also ensures sustainability including environmental and ecological protection. Many
countries are shifting towards a low-carbon economy to combat climate change, secure a
stable source of energy and foster green industries. In Korea, meanwhile, greenhouse gas
(GHG) emissions have seen a steady increase of 2% a year from 2000 to 2017, and the
country’s industrial structure remains to be carbon-dependent.
Against such backdrop, the Korean government plans to move towards a net-zero society
by supporting ongoing policies such as the 2030 target for GHG emissions reduction, and the
plan to have renewables account for 20% of the country’s generation capacity by 2030. This
includes a green transitioning of infrastructure to strengthen the safety net against climate and
environmental risks. In addition, the use of low-carbon and decentralized energy will be
promoted, while those regions and groups that lag behind the transition will be protected.
Moreover, the foundations for innovation and growth will be consolidated for the green industry.
With an investment of 73.4 trillion won including 42.7 trillion won from the treasury by
2025, the Green New Deal will create 659,000 jobs.
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11.2 Focus Areas of the Green New Deal
Green Transition of Infrastructures
The Green New Deal will create a green-friendly environment towards a future where humans
and nature coexist. (Investment of 30.1 trillion won including 12.1 trillion won from the treasury
will be made by 2025 to create 387,000 jobs.)


Turning public facilities into zero-energy buildings

Renewable energy equipment and high-performance insulation will be used to make public
buildings green and energy-efficient (Targets: 225,000 public rental housings, 440 public
daycare centers and 1,148 cultural facilities.). Energy efficiency of old school buildings,
including at least 2,890 elementary, middle and high school buildings, will be enhanced
through the installation of solar panels and eco-friendly insulation. This project will be funded
both by government finances and through Public-Private Partnership (PPP) via the BuildTransfer-Lease (BTL) method. The private-sector component of the project is planned to be
expanded with a new SOC fund open to the public. In addition to this green component, the
plan to provide Wi-Fi coverage in 380,000 classrooms by 2024 will be completed by 2022 to
integrate digital components into learning environments.


Restoring the terrestrial, marine and urban ecosystems

By conducting a comprehensive diagnosis on the climate and environmental challenges of a
city, customized solutions based on environmental technology and ICT will be introduced in
25 regions by 2022. Urban green spaces will be created with 630 ha of forest acting as a
barrier against fine dust; 216 forest sites in close proximity to local communities; and 370
green sites near school zones to separate sidewalks from streets. The health of the
ecosystems will be restored in 16 national parks, 25 damaged urban spaces, and 4.5 km2 of
tidelands.
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Building a management system for clean and safe water

The entire water supply system will be made smart through the use of ICT and AI (Targets: 48
inter-regional and 161 local water supply systems.). Smart components will be added to 15
sewage treatment plants by 2022, and a smart sewage management project controlling urban
flooding and wastewater odor will be piloted at 10 locations until 2024. To improve water quality
and prevent leakages, 12 water purification plants for inter-regional supply and old water
supply pipes will be remodeled (3,332 km by 2024.) .



Low-carbon and Decentralized Energy Supply

The Green New Deal will prepare for a paradigm shift towards future energy by actively
investing in R&D facilities that promote the use of sustainable and renewable energy
throughout the country. (Investment of 35.8 trillion won including 24.3 trillion won from the
treasury will be made by 2025 to create 209,000 jobs.)


Building a smart grid for more efficient energy management

Advanced metering infrastructure (AMI), which is an integrated system of smart meters that
enables two-way communication between suppliers and consumers, will be provided to 5
million apartments to help disperse energy needs and save energy. An eco-friendly generation
system will be established in 42 island regions to reduce the emission of pollutants from dieselpowered generators (Renewable energy facilities installed in 34 island regions; new facilities
to improve air quality built in three regions; and high-performance hybrid generator installed
in five regions). Overhead cables providing electrical power or telecommunication will be
replaced with underground cables in school zones and other areas in need (Investment of 2
trillion won by 2025).


Promoting renewable energy use and supporting a fair transition

Support will be provided to measure the wind conditions and conduct feasibility studies on up
to 13 regions to find sites for large-scale offshore wind farms of either the floating or fixedbottom types. Demonstration complexes will be established in phases. Community benefit
sharing for renewable energy projects will be introduced. Higher support on loans for
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renewable energy will be provided to participating residents of farming areas and industrial
complexes. Support will also be provided to 200,000 households for renewable energy
facilities installed in residential or commercial buildings for private use. A fair transition will be
ensured for those regions that foresee difficulties coming from a reduced use of coal power
and other traditional sources of energy by supporting their adjustment to the renewable energy
sector (e.g. green mobility, digital management of renewable energy, platform for offshore wind
farm, etc.).


Expanding the supply of electric and hydrogen vehicles

The provision of 1.13 million EVs including passenger cars, buses, and freight vehicles, will
be supported along with the installation of 15,000 rapid chargers and 30,000 slow chargers.
The provision of 200,000 hydrogen vehicles including passenger cars, buses and freight
vehicles will be supported along with the installation of 450 charging facilities. Fuel cell plants
and other infrastructure for the distribution of hydrogen will also be established. The scrappage
of old diesel cars and the transition to liquefied petroleum gas (LPG) or electric vehicles will
be supported (Scrappage of 1,160,000 diesel cars and construction equipment, and 32,000
farming machinery; and the transition of 135,000 freight and 88,000 school buses to LPG
vehicles).

Innovation in the Green Industry
The Green New Deal will find areas of the green industry that strategically address climate
change and environmental risks, and building infrastructure in support of this to create an
innovative environment. (7.6 trillion won including 6.3 trillion won from the treasury will be
invested by 2025 to create 63,000 jobs.)


Promoting prospective businesses to lead the green industry, and establishing
low-carbon and green industrial complexes

For 123 SMEs in environmental and energy sectors, the entire process of developing a
business item (from R&D, testing and commercialization) will be supported. A ‘green startup
town,’ a concentrated complex of startups that help improve environmental, transportation and
residential infrastructures, will be set up by 2021. A ‘green-integrated cluster’ will be set up as
a regional hub that supports the technological development, testing, manufacturing and
marketing in the five leading areas, which are clean air, biomaterial, hydrothermal energy,
future waste resources and recycling of resources. To enable the real-time monitoring and
control of energy generation and consumption, 10 smart energy platforms based on a micro
power grid will be established. These platforms allow for the collection of data based on ICT,
the visualization of energy flow, and the operation of an integrated control center for electricity.
Support for facilities that prevent fine dust will be provided to 9,000 small businesses; and 100
smart ecological plants and 1,750 clean factories that reduce pollution will be established.


Laying the foundation for green innovation via the R&D and financial sectors
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The foundation will be set to test and support the commercialization of large-scale carbon
capture utilization and storage (CCUS) by 2023, and the technology to produce chemical stock
and other useful materials from CO2 will be developed. Measures against fine dust will be
reinforced through the development of technology for the comprehensive management of fine
dust in Northeast Asia based on regional cooperation and techniques against blind spots in
fine dust management (e.g. military vehicles, agricultural machinery, construction equipment,
etc.). To promote resource recycling, support will be provided to develop remanufacturing
technology (e.g. the disassembling and reassembling of old electric materials and machineries,
engines and exhausts of special vehicles, etc.) and technology on collecting and utilizing rare
materials. A loan of 1.9 trillion won will be introduced for the green sector including investment
to prevent the environmental pollution of businesses; and a joint fund made up by the public
and the private sectors will be set up for 215 billion won to foster green businesses.

Figure 11-1. A hydrogen car is being refueled at a hydrogen charging station in Mapo, Seoul
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12. Stronger Safety Net

12.1 Overview of the Stronger Safety Net
Countries around the world have taken strong measures to overcome the sudden shock
on employment arising from the pandemic. Unemployment benefits are being provided for up
to 39 weeks in the US, while France has introduced policies to limit layoffs during the pandemic.
The large-scale shift towards a digital and green economy has intensified the challenge for
governments to reinforce employment safety to address the mismatch between jobs and skills,
and the growing polarization. Against this backdrop, countries are increasing the amount of
investment being made in people with measures to support job training and re-employment in
order to overcome the employment shock and prepare for structural changes such as
digitalization in the labor market.
This part of the Korean New Deal adds protection through stronger employment and
social safety systems, while also increasing the levels of investment in human resources. As
a result, vulnerable groups will be better protected against employment shocks during times
of crisis. In addition, investment in human resources aims to close the digital gap and build
human capacity for the future, allowing Korea to respond preemptively to the changing labor
market and to drive innovation.
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12.2 Focus Areas
Employment and Social Safety Net
The social safety net will protect those who are particularly vulnerable in times of crisis, and
building a stronger and tighter employment and social safety net. (24 trillion won including 22.6
trillion won from the treasury will be invested by 2025 to create 159,000 jobs.)


Building a universal employment safety net

The employment insurance system will be expanded in phases to cover workers in nonstandard forms of employment such as artists and freelancers. Workers’ compensation
insurance will be expanded to cover approximately 88,000 additional workers in non-standard
forms of employment.


Strengthening the social safety net for an inclusive society for all

To provide an increased level of benefits to wider populations, the eligibility criteria for the
basic livelihood security benefits will be relaxed in phases by 2022. To introduce a Korean
version of invalidity benefits, a study and a pilot project for low-income groups will be carried
out.


Ensuring livelihoods and employment stability for those not covered by
employment insurance

Job Search Promotion Scheme, which includes Employment Success Package Program, Job
Search Promotion Subsidy, job-training programs and internship opportunities for the
vulnerable including low-income workers, will be expanded. Up to 500,000 won will be
provided for six months through the Job Search Promotion Subsidy, and up to 1,500,000 won
will be provided through the Employment Success Package Program depending on the period
of continued employment after starting at the job.


Helping new employees in the labor market and those looking for new positions

A subsidy on labor costs will be provided to businesses for the employment of young
employees in IT-related fields (up to 1,800,000 won for up to six months) and a short-term
internship program for young employees (up to 800,000 won for up to six months). Jobmatching support will also be provided to connect young graduates from science and
engineering backgrounds to SMEs and enterprises of middle standing.


Innovating working environment and industrial safety standards

Improvements will be made to the working environment through ways such as regular
technical training to prevent industrial accidents; the recruitment of dedicated staff to ensure
a safe working environment; and the elimination of dust and noise.
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Investment in Human Resources
Against the changing economic structure, investment will be made in human resources to build
talent and provide employment support for new types of jobs, and to reduce the digital gap.
(4.4 trillion won including 4 trillion won from the treasury will be invested by 2025 to create
180,000 jobs.)


Training digital and green talents

With the aim to train 100,000 individuals on AI and software, two additional research
organizations will be selected under the Korea Initiative for fostering University of Research
and Innovation (KIURI), and support will be provided to 40 universities to focus on software
knowledge. To support the training of 20,000 individuals in green-integrated fields, specialized
graduate schools in the fields of climate change and green engineering, and job-training in the
environmental industry will be provided.


Restructuring the job-training system to be future-oriented

With the aim to nurture 180,000 individuals for future-oriented industries, training will be
provided through businesses, universities and institutions for innovation. Training on digital
integration will be supported for 40,000 trainees in 2021 and 50,000 trainees a year from 2022,
and a curriculum that integrates new technologies for 10,000 university students will be
established in 40 campuses. Digitally based training platforms will be provided to SMEs and
training institutions by granting them access to local co-training centers, which had previously
been available for affiliated businesses.


Enhancing the accessibility to digital infrastructure for rural residents and
vulnerable people

An ultrahigh-speed internet network will be built in 1,200 rural villages including island and
other remote areas. In addition to the replacement of 18,000 old Wi-Fi equipment, 41,000
high-performance Wi-Fi equipment will be installed in public places such as community
centers. Through the operation of 6,000 digital capacity-building centers, digital education
including mobile finance and digital ethics will be provided to all residents. The production and
provision of alternative materials for the disabled, such as braille and audio books, will be
expanded to enhance their access to information.
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1. Economic actions taken by Emergency Economic Council
& Central Economic Headquarters
1st Emergency Economic
Council Meeting
(March 19)

Financial Support Package (50 trillion won): measures to
provide liquidity for small merchants and SMEs and to help
stabilize financial markets

2nd Emergency Economic
Council Meeting
(March 29)

Expanded the Financial Support Package to 100 trillion won +
α: financing support for businesses & restoration of stability in
the corporate bond market, stock market, and short-term money
markets

3rd Emergency Economic
Council Meeting
(March 30)

COVID-19 Relief Payment: Emergency Relief Payments (14.3
trillion won), and payment reduction/deferrals on social security
contributions (0.9 trillion won)

4th Emergency Economic
Council Meeting
(April 8)

Export financing support (6 trillion won), Venture and startup
financing (1.9 trillion won) & SMEs support (2.2 trillion won)

5th Emergency Economic
Council Meeting
(April 22)

Key Industry Protection Fund to protect employment (40 trillion
won), Emergency-Employment-Security Measure (10.1 trillion
won) & 35 trillion won added to Financial Support Package

1st Central Economic
Headquarters
(April 29)

Expand financial support for small businesses and enterprises
(12 trillion won + 4.4 trillion won = 16.4 trillion won)
Improve regulations on 10 sectors
Discussion on the Korean New Deal

2nd Central Economic
Headquarters
(May 7)

Specifics of Emergency Unemployment Support
(for those outside unemployment insurance)
Plans for the Korean New Deal

3rd Central Economic
Headquarters
(May 14)

Create 1.56 million public sector jobs
Discussion on the development of an Infection Control Industry
(3 stages: Prevention, Diagnosis, Treatment + Support System)

4th Central Economic
Headquarters
(May 20)

Action plans over job creation in the public sector
Discussion on how to manage Key Industry Protection Fund
Plans to set up Special Purpose Vehicle (SPV)
to purchase corporate bonds

5th Central Economic
Headquarters
(May 28)

Nationwide Sales Event (June 26 to July 12)
Provide extra support for Industries that are hard-hit by the
pandemic (auto-part suppliers, medium-sized ship builders,
textile makers, exhibition businesses and sports services
providers)
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9. Frequently Asked Questions (FAQs) on 3Ts
Q (TRACE) What is the criteria for classifying someone as a “contact”
(a person who has been in contact with a confirmed case)?
☞ The criteria is determined based on an exposure assessment conducted by the Epidemiological
Investigation Team. The scope of exposure starts on the day before the confirmed patient started
showing symptoms, taking into account the symptoms of the confirmed patient, whether the
confirmed patient was wearing a mask, and the risk level of exposure (location of contact, duration
of contact, etc.).

Q (TRACE) What happens if you are classified as a contact?
☞ You should isolate yourself for 14 days from your last potential exposure. You will receive a selfquarantine notice from the Head of the Health Service, be informed of the self-quarantine guidelines,
and be assigned a clerk who will check in with you twice a day to check for fever and other symptoms
until you are released from self-quarantine.

Q (TRACE) What are the self-quarantine guidelines?
☞ First, separate yourself from other people and frequently ventilate rooms by closing the doors and
opening the windows. If possible, stay in a place where you can have a separate bathroom and
wash basin to yourself.
☞ If you use a public bathroom or wash basin, make sure you disinfect the area with bleach or other
household disinfectants before other people use them. Use your own personal items, including
towels, dishware, and mobile phones. Wash your clothes and bedding separately. Eat alone and
make sure to separate your dishware from everyone else’s.

Q (TRACE) Is violating a self-quarantine order punishable by law?
☞ Failure to cooperate with quarantine orders may result in a criminal penalty (maximum fine of three
million won). Upon the promulgation of the Infectious Disease Control and Prevention Act (passed
by the National Assembly on February 26, 2020), violators may be penalized by a prison sentence
of up to one year or a fine of up to 10 million won.

Q (TRACE) Are living expenses provided during the self-quarantine period?
☞ Yes, your expenses will be covered during the self-quarantine period and you will be on paid leave.
For details, contact your Community Service Center.
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Q (TEST) Who is eligible to get tested?
☞ In accordance with KCDC guidelines, patients classified as suspected cases and Patients Under
Investigation (PUI) may get testing. There is no need to get tested out of simple anxiety. We ask that
you trust the expert advice of your physicians.

Q (TEST) Difference between a suspected case and a Patient Under Investigation?
☞ Suspect cases are people with high risks of having been infected after coming into contact with a
confirmed case. Although the risk level is not as high as PUIs, people are classified as suspected
cases based on their travel history and physician’s opinion.
☞ PUIs must report their symptoms. Even though an epidemiological survey will not be conducted and
a self-quarantine notice will not be issued, Patients Under Investigation must follow the same
measures as confirmed patients.

Q (TEST) Where can I get tested?
☞ You can get tested at COVID-19 screening centers that are equipped to collect samples. The
following link provides a list of COVID-19 screening centers (in Korean) where you can get tested.
(Link) http://www.mohw.go.kr/react/popup_200128.html or call the 1339 hotline.

Q (TEST) How is the test performed?
☞ Samples are collected by physicians, nurses, and medical technicians at designated locations
(COVID-19 screening centers). Nurses and medical technicians will collect samples under the
guidance of physicians. Two types of samples are collected, during which you may experience
some discomfort/pain.

Q (TEST) How long does it take to get the test results back?
☞ You can expect to get your results back one or two days after testing.
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