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Abstract

The Design of the National Parental Benefit System
of Korea in the Era of Ultra-Low Birth Rates

Jaejin Yang, Lanhee Ryu and Wooyoon Jang

This study examines the need to introduce a national parental benefit system
in order to tackle the falling birth rate in Korea. The aim of the study is to
design and present a ‘National Parental Benefit System (NPBS)’, which will be
modelled on the similar systems in other parts of the world. Korea has been
responding passively to the problem of “double cost,” an outcome of loss of
income due to lack of parental leave and increase in household expenditure
owing to childcare. We benchmark Germany's 'Parents Allowance System', that
provides income-related benefits to all citizens through general finance, as
well as=Sweden's 'Parental Insurance,’ that provides sufficient benefits to the
middle class through social insurance and eliminates blind spots through
general finance. The proposed NPBS would provide a monthly flat-rate benefit
of one million won from general finance to all parents of child birth.
Additionally an income-related benefit (replacement rate of 30%, upper limit
of 2 million won) to (parent) insurance subscribers, which reaches a maximum
of 3 million won per month in total. To finance the NPBS, it is proposed to
increase the value-added tax rate (0.5%p) and to pay 0.4% of the wage as a

(parent) insurance premium (employers and workers pay 1/2 each).

Keywords : low birth rate, parental leave, parental insurance,

parental benefit, income security
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