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( Abstract D

Income led growth in Korea:
issues, implications and roles

Taeil Kim*

The purpose of this article is to evaluate Korea's income-led growth policy that is still in
dispute, To do this, I discussed the content, background and implications of the income-led
growth theory. Next, I discussed the role of income-led growth as a growth strategy in the
Korean economy.

The income-led growth theory comes from the Keynesian tradition which emphasizes the role
of demand in the economic growth, The basic idea emerged nearly 80 years ago, and the cur-
rent model emerged about 30 years ago. Some of the Korean researchers began to pay atten-
tion to this issue when ILO researchers discussed it in 2010, The recent emphasis on in-
come-led growth theory was due to the tendency of declining labor income, thus forming a
consensus that increasing inequality can hamper growth,

The effectiveness of the income-led growth strategy, which can lead to economic growth by
increasing the share of labor income, is theoretically and empirically controversial. However,
it is understandable why income-led growth strategies have emerged. Income-led growth is
not a short-term strategy nor a key of growth strategy. However, in current socio economic
structures, the prescriptions of income-led growth theory is meaningful in that it enables sus-
tainable growth by making the economic system healthy. In addition, unlike the West, the
government's welfare expenditure can play a significant role as part of the income-led growth

prescriptions in Korea,

Key words: income led growth, labor income, economic growth, minimum wage
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