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ABSTRACT: By applying the theory of the social structure of accumulation (SSA), this paper attempts to explain Korea’s 30-year economic boom and its present structural crisis. The economic downturn of 1989-1992 is interpreted as the beginning of the crisis. The neoliberal economic policies of the Korean government since the 1980s are shown to be far short of establishing the new SSA needed to overcome the current structural problems and restore prosperity.

1.  Introduction

In addition to high growth levels in the Korean economy, one of most important characteristics usually cited is its persistent march forward despite the end of the Golden Age in western economies since 1973. The so-called miracle in Korea appeared to continue into the mid-1990s, while such supposedly crisis-free advanced economies as Japan and Germany have fallen into recession. (See Table 1). Today, Korea not only is frequently considered by other developing countries, including the former Communist bloc, as a model worth copying  but also is believed to exemplify the rosy future of the capitalism in the 21st century. This optimistic assessment is shared by both mainstream neoclassical economists and non-mainstream institutionalists.*
Such optimism is seriously flawed, however, in that it lose sight of the fundamental qualitative break that occurred in the late 1980s, in particular the end of the social structure of accumulation (SSA) which had sustained the boom since the 1960s. Amsden (1989) is no exception. The qualitative break, the essence of the SSA analytical framework, is not reflected in her model because she seems unaware of the class contradictions inherent in the SSA in Korea, as pointed out by Hart-Landsberg (1993: 98). **
The first task of this paper is to explain both the Korean boom and present economic crisis in terms of the rise and demise of the SSA. This will be accomplished by applying the SSA theory with necessary modifications.*** It will be argued that since the crumbling of the former SSA in the late 1980s, the long boom has ended, and structural crisis has emerged in the Korean economy. Furthermore, the downturn in 1989-1992 will be examined to see whether it marks the beginning of that crisis. Finally, it will be shown that the neoliberal policies instituted since the 1980s under such slogans as a business-led economy, an open economy, new economic policies, and strengthening national competitiveness and globalization are far from establishing the new SSA needed to overcome the present problems and ensure a healthy Korean economy for the 21st century.

Table 1: Average Annual Growth Rate in GDP for South Korea and Selected Economies, 1960-1994

2.  The Rise and Demise of the SSA 

2.1.  State Capitalist SSA after the 1960s 

In their theory of SSA, Bowles, Gordon and Weisskopf (1984, 1990) argued that the postwar SSA so instrumental in the Golden Age of the U.S. economy is attributable to four institutional factors. As illustrated in Table 2, theses are: international power politics, capital-labor relations, capital-citizen relations, and international economic relations. First, the Pax Americana established international economic stablity and favorable terms for U.S. capital in dealing with foreign buyers and sellers. Second, capital-labor accord assured management control over enterprise decision making in exchange for rising real wages and social welfare. Third, capital-citizen accord protected the capitalist pursuit of profits while meeting some basic citizen needs through government management and public programs. Fourth, containment of international rivalry, due to the wartime devastation of Japan and the leading European economies, limited foreign competition with U.S. firms. The theory postulates that this set of institutionalized power relations allowed U.S. corporations to achieve predominant control over potential challengers in the postwar period until the late 1960s, when structural crisis emerged in the U.S. economy with the crumbling of these institutional power structures.

Table 2: The Rise and Demise of the SSA in the Postwar United States, 1945-1996

The SSA theory was developed specifically to analyze the U.S. economy, and its originators admitted that particular elements of the theory may have limitations in other contexts.**** The fundamental idea, however, is that the long-term performance of an economy can be explained in terms of the rise and demise of the institutional power structure, and this concept has validity in the long-term dynamic analysis of all capitalist economies. Of course, applying the SSA theory to other countries may require some relevant modifications. 

In applying the SSA theory to the Korean economy, the following modifications regarding the role of the government seem necessary. While the state-capital relation is not considered a crucial institutional power axis of the U.S. economy, it must be explicitly included in the SSA analysis of the Korean economy. The state has played a key role in the development of capitalism in Korea since the 1960s, through economic planning, public enterprises, nationalization of banks, and various industrial policies. In Korea, capital is the creature of the state. Much of the dynamics of the Korean economy since the 1960s can be explained in terms of changes in the power relationship between the state and capital. Moreover, the history of state capitalism in Korea is marked by oppressive authoritarian military dictatorships that have denied basic civil rights to the people. Due to the repressive state apparatus, the power relationship between capital and the citizen did not develop independently, but instead was actualized through the relation between the state and citizen in Korea. Therefore, in the SSA framework of analysis it is necessary to replace the capital-citizen power relationship of the U.S. economy by the state-citizen power relationship of the Korean economy. These modifications are included in the main elements of SSA as applied to Korea as summarized in Table 3.

Table 3: The Rise and Demise of the SSA in Korea, 1961-1996

The Table 3 shows that the sustained high economic growth from the 1960s to the 1980s can be understood by focusing on the five levels of power relations. First, during the Cold War, the United States tried to sustain the bourgeois regime in South Korea through military occupation, economic aid, and permissive policies toward Korean exports into the U.S. The U.S. government usually regarded the political stability of an anti-Communist regime in South Korea as extremely important for U.S. geopolitical interests. It frequently endorsed even the military dictators who took power by coups d’etat. This strong political and economic backing of reactionary Korean governments helped maintain political stability that undoubtedly contributed to economic growth. It should be noted, however, that U.S. influence dated back to division of the Korean Peninsula in 1945. Moreover, the development policies initiated by the military dictator in 1961 were necessitated by the decrease in U.S. foreign aid and proceeded against the recommendations of the U.S. government.

Second, on the level of capital-labor power relations, in contrast to the United States, the one-sided subordination of labor to capital characterized the SSA of the 1960s-1980s. This began with the elimination of the Left during the Korean War and was reaffirmed by the military coup in 1961, which crushed the spontaneous democratic movement, and especially the workers’ movement, that erupted after the April Revolution in 1960. Park Chung Hee arrested and jailed all the trade union leaders and replaced them with pro-government, pro-business gangs. Despite Western-style labor laws, unions were never allowed to function freely during the successive periods of martial law and various “emergency measures,” until Park’s assassination in 1979. A series of workers’ movements then exploded for short time but soon were violently repressed by another military coup and the massacre of the Kwangju Uprising in 1980. Chun Doo Hwan revised the country’s labor laws by introducing a new code that prohibited intervention by a so-called third party and that substituted the Japanese-style company union system for the existing industry-level trade unions. In this oppressive era, workers were subjected to severe exploitation. The rate of exploitation or Marxian rate of surplus value, estimated by using the method of Gillman (1958), was more than 400 % in South Korea during most of the period 1971-1994, which was nearly twice as high as in the United States or India (see Figure 1). Indeed, South Korea is notorious for its having the longest working days in the world (see Table 4) and frequent fatal injuries to workers.***** The miraculously high and long economic growth in South Korea can be traced to this subordination of labor and the strict discipline on the shop floor.

Figure 1: The Rate of Exploitation in the Manufacturing Sector in South Korea, the United States, and India, 1971-1994

Table 4: Hours of Work per Week in the Manufacturing Sector for South Korea and Selected Economies, 1981-1994

Perhaps, the most interesting characteristic of the SSA in the 1960s to 1980s was the system of government subsidies and control of capital. After taking power in 1961, Park Chung Hee pursued strong state-directed industrialization by nationalizing commercial banks, launching extensive economic planning, and introducing a series of industrial policies. Enraged by the corruption and inefficiency of government officials and big business groups, (chaebols), and paranoid about impressive economic growth in North Korea and the state-capitalist revolutions in the Third World during the 1950s, Park made an anti-Communist independent national economy his government’s number one priority. In this process, he largely copied Japanese economic policy in Korea during the colonial period. This was a significant institutional break with former president Syngman Rhee’s policy of an American-style liberal market economy dependent upon U.S. aid.

Since capitalist development in the 1950s had been very slow, only a small group of big capitalists had emerged. These chaebols centered around the “Three White Industries” -- flour, cotton, and sugar --  and depended completely upon U.S. economic aid. They were too weak to resist the military dictatorship, and Park took control of  them through industrial policies, especially directed credit. He allocated credits and foreign loans only to those chaebols who met his performance standards, such as a specified export target, and pledged their loyalty by contributing large amounts of slush money to his ruling party. The chaebols accumulated enormous capital in this process, like Russia before 1917, when “capitalism seemed to be an offspring of the state” (Trotsky 1969: 41). The high economic growth in South Korea would have been impossible without this strong state-led SSA, and it is wrong to assert that the so-called miracle resulted from following the logic of a free-market economy. It was largely due to “getting prices wrong,” by the strong government, as Amsden (1989) has argued.****** 

Fourth, another buttress of the SSA during the long boom period was the suppression of basic civil rights under the military dictatorship. There was no neutral state interest distinct from the interests of the capitalists. The government always sided totally with the chaebols and the state was the direct enemy of its citizens.

Fifth, on the international economic level, the export-led open economy was based upon the trade triangle among Korea, the U.S. and Japan. The Korean economy from the 1960s to 1980s can be distinguished from other state-capitalist Third World economies in that it was not only export-led but had a special niche in international trade due to its relations with the U.S. and Japan. After import substitution policies failed in the early 1960s, Park Chung Hee began to concentrate on increasing exports, which included the normalization of relations with Japan and compliance with the U.S. to send troops to Vietnam. From then on, the triangular trade developed. Korea began to import almost all its equipment and parts from Japan, processed them, and exported most of them to the U.S. This trade pattern was one of the most powerful driving forces of the country’s high economic growth. It must be noted, however, that the important prerequisites were, first, that Japan provide the capital goods and technology, and, second, that the U.S. would be receptive to Korean exports. In other words, the trade deficit with Japan would be counterbalanced by a trade surplus with the United States (see Table 5). These two conditions generally prevailed before 1990.

Table 5: South Korean Balance of Trade with the United States and Japan, 1981-1996

2.2. Decomposition of the SSA in the Late 1980s

SSA described above began to crumble in the late 1980s, specifically after the Great Civil Movement and Great Workers’ Struggle in 1987. Evidence of the decomposition can be found at all five levels of the institutional power relations mentioned earlier.

First, the end of the Cold War with the disintegration of the Communist regimes in Europe brought a fundamental change in the general tenor of capitalism in South Korea. The anti-Communist ideology that had predominated since the Korean War lost much of its effectiveness. Moreover, economic squabbling among nation states increased, and trade disputes arose among South Korea, the U.S., and Japan.

Second, the Great Workers’ Struggle in 1987 began to address the system of exploitation of labor. More than 3,000 strikes between July and September involved more than a million workers nationwide (see Table 6). The rapid growth of the democratic trade unions and their increased bargaining power have resulted not only in altered capital-labor relationships but also in higher real wages. Capital-labor relations have become less authoritarian and more confrontational. The rate of exploitation dropped from 431 % in 1986 to 354 % in 1989 (refer to Figure 1).

Table 6: Labor Movements and Real Wage Increases in South Korea, 1981-1995

Third, state-led capital accumulation resulted in enormous economic power for the chaebols, which consequently could achieve relative autonomy from the state. In 1989, the 30 largest chaebols owned 35.2 % in tangible fixed assets, and produced 29.6 % of value added in the mining and manufacturing sectors (Cheong et al. 1992, 76). Moreover, with the accelerated privatization of banks after the 1980s, chaebols have not willingly or necessarily followed the direction of the government. A totally new phenomenon has developed with the reversal of power relations between the state and capital.

Fourth, democratization began with the Great Civil Movement in June 1987, and the oppression of basic civil rights by the state has become increasingly difficult. Despite legacies of the former authoritarian regimes such as the notorious Anti-Communism State Security Law and the Labor Laws, democratic rights were substantially increased after the rehabilitation of civil government in 1993 and the introduction of local governments in 1995. Autonomous “civil society,” including various new social movements, has emerged and is beginning to exercise pressure on the government.

Fifth, the trade triangle has not worked well since the late 1980s. Despite the rapid development in South Korea of heavy and chemical industries since the 1970s, equipments and parts still are imported mainly from Japan,******* while imports from the United States have increased considerably under the pressure to open the domestic market to U.S. goods. This means that the counterbalancing the trades deficit with Japan by a trade surplus with the United States is not possible (refer to Table 5). 

Continued dependence on imported capital goods is the most important barrier to South Korea’s entry into the ranks of advanced economies.******** A large part of the recent structural crisis in the Korean economy stems from the fact that the former development method of borrowing technology has lessened as the domestic level of technology approaches that of advanced countries. Relying on borrowing rather than innovation has its limits, by definition (Amsden and Hikino. 1993: 259).
The crumbling of the state-capitalist SSA in the late 1980s evidently resulted from the deepening of its own contradictions, not external shocks. With rapid capitalist development came greater tension between the two fundamental classes in capitalist society, the bourgeoisie and the proletariat. Confrontation intensified not only between these two classes but also between the state and private capitalists, especially as the chaebols began to grow. This inevitably meant end of the state-capitalist SSA.

3.  Korean Economy in Crisis in the 1990s: Cyclical or Structural?

The first result of the crumbling SSA was the economic downturn of 1989-1992. Whether it should be interpreted as a cyclical decline or the beginning of a structural crisis is debatable, but in any case it greatly shocked government officials and capitalists. Hence the cry of “total crisis.” It seems clear that the 30-year boom ended in the late 1980s, but some economists in Korea assert that the downswing in 1989 was temporary and that high growth resumed after 1993. I disagree with this assertion, although there has been improvement since 1993. It is too early to obtain unambiguous quantitative evidence, but I believe that qualitative and institutional analysis justifies the thesis that the state-capitalist SSA which enabled the long boom has crumbled in all respects. Moreover, some quantitative indicators seems to support my thesis.

First, long-term production trends faltered after 1989. As shown in Table 1, the annual growth rate of GDP slowed substantially slowed, though it remained high compared with some advanced economies (see also Table Appendix A-1). In addition, Figure 2 illustrates that the extremely large gap during 1970-1988 between the growth rate in GDP and manufacturing production suddenly evaporated when the latter plummeted after 1989. This means the end of unbalanced expansion of the manufacturing sector, which has been the driving force in the overall high-speed economic growth.

Figure 2: The Annual Growth Rate of GDP and Manufacturing Production in South Korea, 1971-1995

Second, as Figure 3 shows, some efficiency indicators reveal growing problems in the manufacturing sector after 1989, although there was some recovery during 1993-1995. The current symptoms of structural crisis in the economy stem from increasing inefficiency inherent in growth based on factor inputs. According to Young (1994: 973), “rapid factor accumulation, of both capital and labor, explains the lion’s share of the East Asian growth miracle, both in the aggregate economy and in the manufacturing sector.” In other words, “Asian growth, like that of the Soviet Union in its high-growth era, seems to be driven by extraordinary growth in inputs like labor and capital rather than by gains in efficiency” (Krugman 1994: 70). This kind of growth confronts fundamental limits sooner or later because “economic growth that is based on expansion of inputs, rather than on growth in output per unit of input, is inevitably subject to diminishing returns” (Krugman 1994: 63).
Figure 3: Efficiency in the South Korean Manufacturing Sector, 1971-1995

Third, as was depicted in Figure 1, the rate of exploitation dropped dramatically after 1987, despite some recovery due to the desperate efforts of the goverment and capital. 

Fourth, profitability declined substantially after 1989, although it also recovered a little during 1993-1995 boom. As Figure 4 shows, however, it could not regain the previous peak. The trend of profitablity in the manufacturing sector seems to fit with the Marxian law of the tendency of the rate of profit to fall. Actually, the falling rate during 1990-1992 seems to be related to the diminishing efficiency of capital, (the rising organic composition of capital in Marxian terms), as was shown in Figure 3, rather than to a profit squeeze or the decreasing rate of exploitation. Contrary to the arguments of government officials and mainstream economists, the so-called total crisis in the South Korean economy was not caused by “excessive” workers demands for wage increases. After a dramatic drop during 1987-1989, the rate of exploitation rose from 1989-1994.

Figure 4: The Rate of Profit in the South Korean Manufacturing Sector, 1971-1995

All these quantitative indicators of capital accumulation since the late 1980s bolster the qualitative analysis from the SSA perspective, that the recession of 1989-1992 cannot be interpreted as merely a cyclical downturn but rather was the prelude of the structural crisis which still continues. In other words, the recession was the beginning of the end for the SSA which had sustained the economic boom since the 1960s. Such demagogic phrases as “total crisis” or “totally difficult situation,” frequently expressed by the Roh Tae Woo government, were not just an ideological assault on the workers’ movement but show the instinctive awareness of the coming structural crisis by the capitalist class. 

It is true that between 1993 and 1995 there was recovery to the point of overheating, and some profitability indicators also showed signs of rising, but this did not signal a new boom, only a cyclical upturn that soon ended. By 1996 there was another downswing, and government officials and capitalists again proclaimed “total crisis” in the Korean economy. The upturn in 1993-1995 is partly attributable to the increased rate of exploitation under the antilabor “New Economic Policy” of the Kim Young Sam government, but it was mainly due to the rapid increase in exports made possible by the unexpected rise in the yen. The feebleness of the 1993-1995 recovery is suggested by the fact that the trade deficit, especially with the U.S., increased despite the rise in exports (refer to Table 5). The upturn was qualitatively different from the last big cyclical surge, the so-called Three Lows Induced Boom of 1986-1988, which yielded the first trade surplus in the history of the South Korean economy and a reduction in foreign debt. Far from signifying the start of a long boom, the upturn was over by the end of 1995, and it contributed to postponing innovation in the outdated production system and related SSA. Continuing disasters such as the collapse of bridges, a department store, and even part of the subway system in 1994-1995 were symptomatic of the structural crisis of capitalism in South Korea. 

4.  A Critique of the Restructuring Policy in South Korea since the 1980s

The Korean economy may achieve high economic growth in the coming century if it can replace the SSA that crumbled in the late 1980s. What is needed is not just technological innovation, as is frequently argued by mainstream economists and government officials, but fundamental reconstruction of the SSA. A self-sustaining system of technological innovation would not be possible with the former type of SSA. South Korea can enter the ranks of advanced economies only with a new SSA.

The so-called New Economic Policy of the Kim Young Sam government is actually an admission of the diminishing effectiveness of the former state-led development approach and the need to transform the existing SSA. The following description by the government reads like an SSA argument. 

During the last 30 years, the mobilization of the available resources into the sectors by means of the direction and control of the authoritarian government has acted as the driving force of economic development. ...... [However,] as the size of the national economy grows and its structure increasingly diversifies, management of the economy by the direction and  control of the government has begun to reveal its limits. Moreover, as the autonomous consciousness of the citizen develops with political democratization, it will no longer be accepted by the people (Republic of Korea 1993: 9, 14). 

In other words, the government admits that the previous approach no longer works, and that structural change is necessary for high economic growth in the next century. The problem is that the New Economic Policy dwindled away to nothing after being introduced with much pomposity, and the alleged structural change amounts no more than abandonment of the former state-led approach to development and a switch to neoliberalism or neo-Americanism, the essence of which is worship of the free-market economy. 

All the so-called reform measures -- financial reform, deregulation, privatization, and even the measures regarded as relatively progressive by some radicals (such as the “real name” system in financial transactions, reform of the education system, or the proposed reform of the legal system) -- were copied from the Anglo-American or neoliberal system. In this respect, the economic policy of the Kim Young Sam government is the same as that of its predecesors, the governments of Chun Doo Hwan and Roh Tae Woo,********* who had initiated the transition to the business-led economy after political and economic crisis in 1980. Despite such rhetorical phrases as “New Korea,” “New Economic Policy,” “Strengthening the National Competitiveness,” or most recently “Globalization,” the economic policy of the present government boils down to nothing more than the deregulation of chaebols. Big business has been the main actor of the so-called New Economy, not the “common people,” as Kim Young Sam has argued.

I believe the government’s Anglo-American, or neoliberal restructuring policies will only extend the life of the outdated SSA, which will deepen the structural crisis, far from helping to construct a new SSA and upgrade the Korean economy.

First, as Amsden (1989) has forcefully proved, the South Korean “miracle” had nothing to do with the Anglo-American approach to development, but instead was due to the tenacious struggle against that approach. It can be said, following Albert (1993), that capitalist development in South Korea was possible largely because it adopted the Rhine model. Although this now seems to be losing its effectiveness, it is hardly plausible that switching to the neo-American approach is the answer. The uncertain future of the Rhine model does not legitimize the adoption of the neoliberalism.

Second, it is already evident that the Anglo-American strategy in other developing countries, including the former Communist bloc, only leads to the deepening economic crisis and dependency. The imposition of “structural adjustment” or “shock therapy” by the IMF-World Bank in Latin America and Eastern Europe has created disastrous chaos that eloquently demonstrates this point. It is highly unlikely that the experiment will work any better in South Korea. The neoliberal model with its principle of survival of the fittest, tremendous social polarization and highly unequal distribution of wealth, may work in Anglo-American cultures, where individualism and heterogeneity are paramount, but in Korean culture egalitarianism and homogeneity are deeply rooted. Imposition of neoliberalism probably would result in the explosion of class conflict and the disintegration of the social organism as a whole, especially given the existence of dinosaurs like the chaebols.

Third, the promotion of neoliberalism by the Kim Young Sam government shows its anachronistic ignorance in pursuing such a policy just when the Clinton administration is trying to break with the neoliberal approach of the Reagan era and introduce some lessons from the Rhine model, as shown by its initial emphasis on manpower or industrial policy. It is true that the so-called break has been quite incomplete in the United States, as evidenced by the focus on strengthening national competitiveness.********** Moreover, efforts to reject Reaganomocs were stymied by the Republican takeover of Congress in November 1994. Nevertheless, Clintonomics represents a significant shift. Furthermore, the policy to  strengthen national competitiveness of the Kim Young Sam government is totally different from that of Clinton, in that it seeks to increase the competitiveness of the chaebols through blatant neoliberal deregulation and intensified exploitation of workers combined with anachronistic fascist oppression of the workers’ movement.*********** In contrast, at least in its discourse, the Clinton administration wants to achieve national competitiveness through greater investment in the human capital of workers. The South Korean government is adopting only the competitiveness rhetoric without its “rational kernel.” In doing so, it bucks the post-Fordist trend, which views national competitiveness in a globalizing world as increasingly based upon high tech and quality products rather than low wages and based low prices.************
5.  Concluding Remarks

The SSA that sustained the long boom in South Korea has crumbled in the late 1980s. With its demise, the tendency toward structural crisis has emerged. Despite some recent recovery, it is hard even for government officials and capitalists to deny that the Golden Age has passed. Capitalism in South Korea is at the crossroads. Although the country has succeeded in escaping peripheral status in the world capitalism, the prospect of entering the center of that system is becoming more and more unlikely.*************
The economic restructuring policies since the late 1980s, including those of present government, essentially have sought to replace the outmoded state-led approach to development with the neoliberal or neo-American free-market economy. Apart from its undesirability from the standpoint of the working class, however, the neoliberal SSA would not guarantee high economic growth in the coming century, as demonstrated by its repeated failure in both advanced and developing countries. Upgrading of the South Korean economy would be possible only with the SSA totally different from the present neoliberal project.  A new SSA cannot be detailed here, but its foundations can be laid only by widening and deepening the democratic movements, the main contributing force in ending the old state-capitalist SSA, not by containing it, as is being done by the present so-called civil government. Political democracy and the development of work place democracy, with internationalist perspectives in the new global economy, should be the basis for constructing a new SSA.
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Table 1: Average Annual Growth Rate in GDP for South Korea and Selected Economies, 1960-1994

                    1960-70   1970-80  1980-90  1990-94







Korea                  8.6       10.1
9.4
6.6






Singapore
8.8
8.3
6.4
8.3






China
              5.2
5.5       10.2       12.9






Mexico
              7.6
6.3
1.0
2.5






Japan
            10.4
4.3
4.1
1.2






Germany
4.4
2.6
2.2
1.1






U.S.
              4.3
2.8
3.0
2.5






Source:
The World Bank. World Development Report. 1984, 1995, 1996.

Table 2: The Rise and Demise of the SSA in the Postwar United States, 1948-1996

Power Relation
1948-1966
1966-Present

International Politics

Capital vs. Labor

Capital vs. Citizen

International Economy
Pax Americana

Capital-Labor Accord

Capital-Citizen Accord

Containment of Rivalry
End of Pax Americana

Capital-Labor Confrontation

Capital-Citizen Confrontation

Increasing Rivalry

Source: Bowles et al. (1990, 47-79).

Table 3: The Rise and Demise of the SSA in South Korea, 1961-1996

Power Relations
1961-Late 1980s
Late 1980s-Present

International Politics

Capital vs. Labor 

State vs. Capital

State vs. Citizen

International Economy
Bulwark of Anti-Communism

Subordination of Labor to Capital

Capital as the Offspring of the State

Authoritarian Military Dictatorship

Triangular Trade
End of Cold War

Capital-Labor Confrontation

Increasing Autonomy of Chaebols

Democratization

Trade Imbalances and Disputes

Table 4: Hours of  Work per Week in the South Korean Manufacturing Sector, 1981-1994


Korea
Japan
U.S.
Mexico




1981
53.7
46.0
39.8
47.6




1982
53.7
46.0
38.9
46.5




1983
54.4
46.2
40.1
46.8




1984
54.3
46.0
40.7
47.3




1985
53.8
46.2
40.5
46.4




1986
54.7
46.0
40.7
46.4




1987
54.0
46.3
41.0
44.2




1988
52.6
46.8
41.1
44.9




1989
50.7
46.3
41.0
45.1




1990
49.8
45.7
40.8
45.4




1991
49.3
45.0
40.7
45.6




1992
48.7
43.8
41.0
45.5




1993
48.9
43.0
41.4
45.0




1994
48.7
  --
42.0
  --




Source: ILO. Year Book of Labour Statistics. 1989-90, 1995.

Table 5: South Korean Balance of Trade with the United States and Japan, 1981-1996

                                                                                                          Unit: Billion U.S. $


Export
 Total

Import
Balance
Export
U.S.

Import
Balance
Export
Japan

Import
Balance



1981
  21.25
  26.13
  -4.88
  5.66
  6.05
-0.39
  3.50
  6.37
  -2.87



1982
  21.85
  24.25
  -2.40  
  6.24
  5.96
 0.28
  3.39
  5.31
  -1.92



1983
  24.46
  26.19
  -1.73
  8.25
  6.27
 1.98
  3.40
  6.24
  -2.84



1984
  29.24
  30.63
  -1.39
10.48
  6.88
 3.60
  4.60
  7.64
  -3.04



1985
  30.28
  31.14
  -0.86
10.75
  6.45
 4.30
  4.54
  7.56
  -3.02



1986
  34.71
  31.58
   3.13
13.88
  6.54
 7.34
  5.43
10.87
  -5.44



1987
  47.28
  41.02
   6.26
18.31
  8.76
 9.55  
  8.44
13.66
  -5.22



1988
  60.70
  51.81
   8.89
21.40
12.76
 8.65
12.00
15.93
  -3.92



1989
  62.38
  61.46
   0.91
20.64
15.91
 4.73
13.46
17.45
  -3.99



1990
  65.02
  69.84
  -4.38
19.36
16.94
 2.42
12.64
18.57
  -5.94



1991
  71.87
  81.53
  -9.65
18.56
18.89
-0.34
12.36
21.12
  -8.76



1992
  76.63
  81.78
  -5.15
18.09
18.29
-0.20
11.60
19.46
  -7.86



1993
  82.24
  83.80
  -1.56
18.14
17.93
 0.21
11.56
20.02
  -8.46



1994
  96.01
102.35
  -6.34
20.55
21.58
-1.03
13.52
25.39
  -9.87



1995 
125.06
135.12
-10.06
24.13
30.42
-6.29
17.05
32.62
-15.57



1996 (1/2)
  65.10
  72.75
  -7.65
11.34
16.39
-5.05
  8.09
15.28
  -7.19



Source:

1981-1994: The Bank of Korea. Economic Statistics Year Book. 1995.



1995-1996(1/2): The Bank of Korea. The Trend of the Balance of Payment.

Table 6: Labor Movements and Real Wage Increases in South Korea, 1981-1995


Number of Disputes
Workers Involved
Growth Rate of Real Wage in Manufacturing


1981
  186
    34586
 -1.1


1982
    88
      8967
  7.1


1983
    98
    11100
  8.5


1984
  113
    16400
  5.7


1985
  265
    28700
  7.4


1986
  276
    46941
  6.3


1987
3749
1262285
  8.3


1988
1873
  293455
11.6


1989
1616
  409134
18.3


1990
  322
  133916
10.7


1991
  234
  175089
  6.9


1992
  235
  105034
  8.9


1993
  144
  108577
  5.8


1994
  121
  104339
  8.7


1995
    88
        --
  6.2


Source: National
 Statistical Office of Republic of Korea. Major Statistics of Korean Economy. annual 

              editions.

 Appendix

Table A-1: Economic Growth in South Korea, 1971-1995


(1)

Growth Rate of GDP
(2)

Growth Rate of Manu Production
(3)

Un-employment Rate
(4)

GNP per Capita

US $
(5)

GNP per Capita of Korea Relative to

OECD
(6)

GNP per Capita of Japan Relative to OECD





1971
  9.6
18.6
4.5
    310
  --
  --





1972
  5.6
14.0
4.5
    330
  --
  --





1973
17.2
29.5
3.9
    430
  9.1
  73.4





1974
  9.9
17.2
4.0
    530
  9.6
  77.3





1975
  6.9
12.4
4.1
    640
10.4
  80.5





1976
13.9
23.5
3.9
    780
12.0
  79.6





1977
10.8
15.3
3.8
    920
13.1
  81.3





1978
12.8
22.2
3.2
  1210
15.1
  88.9





1979 
  8.9
10.1
3.8
  1580
16.5
  94.4





1980
 -2.7
 -1.6
5.2
  2330
21.1
  94.7





1981
  6.5
10.1
4.5
  2160
18.8
  92.6





1982
  5.6
  6.9
4.4
  1890
17.3
  92.2





1983
11.8
15.3
4.1
  2020
19.1
  92.2





1984
  8.8
16.9
3.8
  2160
19.7
  91.2





1985
  7.2
  6.2
4.0
  2260
19.7
  95.5





1986
11.7
19.5
3.8
  2620
20.3
102.3





1987
11.8
19.5
3.1
  3230
21.0
112.4





1988
11.3
13.8
2.5
  4110
22.1
126.5





1989
  6.4
  4.2
2.6
  4850
24.6
129.1





1990
  9.7
  9.7
2.4
  5770
28.1
126.9





1991
  9.2
  9.1
2.3
  6670
31.1
125.8





1992
  5.0
  5.1
2.4
  7210
31.2
124.5





1993
  5.8
  5.0
2.8
  7513
31.8
133.2





1994
  8.6
10.4
2.4
  8508
  --
  --





1995
  9.0
10.7
2.0
10076
  --
  --





Sources:

(2), (3): The Bank of Korea. Economic Statistics Year Book. 1995.

             The Bank of Korea. National Accounts 1995
(Preliminary).




(1),(4),(5),(6): The World Bank. World Tables 1995.


Table A-2: Capital Accumulation in the South Korean Manufacturing Sector, 1971-1995


(1)

Machine

/Labor

(Index)
(2)

Value

Added

/Assets

(%)
(3)

Value

Added

/Machine

(%)
(4)

Value

Added

/Labor

(Growth

Rate %)
(5)

Rate of

Surplus

Value

(%)


(6)

Profits

/Sales

(%)


(7)

Profits

/Assets

(%)





1971
  20
21.5
  91
17.9
479
 1.20
 1.00





1972
  18
24.4
117
16.6
497
 3.90
 3.80





1973
  23
28.1
134
42.0
502
 7.50
 7.90





1974
  25
25.7
131
  9.5
457
 4.80
 5.70





1975
  29
25.0
130
15.0
492
 3.40
 3.90





1976
  33
26.5
144
25.1
452
 3.90
 4.60





1977
  40
28.1
140
14.0
425
 3.50
 4.50





1978
  39
30.8
181
27.8
403
 4.00
 5.00





1979
  54
31.2
164
27.2
330
 2.70
 3.40





1980
  76
26.3
140
19.3
373
-0.20
-0.20





1981
100
25.8
136
28.2
413
 0.01
 0.02





1982
117
25.0
131
12.2
406
 0.87
 1.03





1983
124
26.0
139
13.4
424
 2.68
 3.27





1984
119
26.0
159
  9.5
424
 2.72
 3.41





1985
120
25.6
172
  9.3
414
 2.47
 2.97





1986
121
26.7
193
13.4
431
 3.63
 4.47





1987
154
27.7
181
17.7
410
 3.58
 4.44





1988
182
29.8
187
21.1
384
 4.05
 4.92





1989
226
27.9
183
19.4
354
 2.50
 2.72





1990
263
27.1
175
18.8
408
 2.32
 2.42





1991
305
25.8
182
15.2
437
 1.75
 1.75





1992
369
24.4
171
12.6
446
 1.48
 1.40





1993
443
24.4
157
14.0
448
 1.70
 1.59





1994
476
25.4
175
18.1
466
 2.74
 2.64





1995
523
26.4
195
19.2
  --
 3.66
 3.59





Definitions:

(1) index of the value of machinery and equipment divided by the  number of employees. 

    (benchmark year 1981)

(2) percentage of the gross value added to the value of total asset.

(3) percentage of the gross value added to the value of machinery.

(4) percentage growth rate of the ratio of the gross value added to the number of employees.

(5) value added divided by the wages of productive workers minus one.



(6) percentage of ordinary income to sales.







(7) percentage of ordinary income to total assets.






Sources:

(1)-(7) except (5): The Bank of Korea. Financial Statement Analysis. annual editions.

(5): National Statistical Office of Republic of Korea. Report on Mining and Manufacturing Survey. annual editions.


*An earlier version was presented at a political economy seminar of the University of Michigan, Ann Arbor, on October 27, 1995. I am especially grateful to Samuel Bowles, Don Goldstein, David Kotz, John McDermott, Frank Thompson, and Thomas Weisskopf for their illuminating comments.


*  Representative works of these respective positions are World Bank (1993) and Amsden (1989).


**  Hart-Landsberg (1993) provides many useful concepts and materials for the SSA analysis of the Korean economy.


***  The concept of SSA was originally introduced in Gordon (1978), developed in Gordon et al. (1982), and systematically presented in Bowles et al. (1984, 1990), Gordon et al. (1987), and Gordon (1991). The most recent works of the SSA school are collected in Kotz et al. (1994).


**** “We should also stress for the purposes of clarification that we consider these four particular institutional axes to apply concretely only to the postwar United States; we do not intend a more general argument that any SSA at any time can most usefully be characterized by this specific institutional configuration” (Gordon et al. 1987: 57).


*****  In 1993, the rate of fatal injuries in all industries, measured as the rate per 1,000 workers exposed to risk, was 0.320 in Korea, much higher than 0.14 in Singapore or 0.12 in Mexico (ILO, Year Book of Labour Statistics, 1995).


******  Amsden’s argument is incomplete or one-sided, however, in comparison with this SSA analysis of the Korean economy. She focused on only one level of power relations, that is, between the state and capital, while omitting or neglecting all the other levels. In Amsden’s argument, the only actors are government and chaebols, while workers and the world market do not play any significant role. The crucial specificity of the South Korea’s economic success is located in the particular historical and geopolitical context of Northeast Asia, especilly as the U.S. imperialist bulwark against Communism, and in the extraordinary exploitation of workers, rather than in the differential degree of government discipline over capitalists.


*******  Korea had to import 45 % of general machinery in 1987, 52 % of which came from Japan (Jeong 1990: 283-4). In 1995, the capital goods sector registered a trade deficit as high as $ 16.7 billion with Japan alone (Korea Times 1996.1.30.).


********  “Another problem in Korean economy is the vital missing link in the presence of related and especially supporting industries. Chaebols have largely focused their efforts in end products with heavy dependence on imported parts and machinery. ... Without fluid supports from capable domestic suppliers, Korean firm will remain behind in products and process innovations” (L. Kim. 1993: 382).


*********  Amsden (1994) criticizes the drift toward Anglo-Americanization of the South Korean economy during the Fifth and the Sixth Republic.  


********** For a lucid discussion of the basic tenets of Clintonomics, see Reich (1992). For Marxist critiques of Clintonomics, see Burkett (1994) and the recent controversy between Brenner (1995) and Malloy (1995). 


***********  Faced with a militant telecommunication workers’ strike in summer 1995, the Kim Young Sam government went so far as to arrest union leaders who had taken sanctuary in a temple and a church, a step which even previous military dictators had avoided taking.


************  For more discussion on alternative SSAs, including post-Fordism, see Boyer (1995) and Lipietz (1995).


*************  Despite impressive improvements, South Korea’s ratio of GNP per capita of Kora compared to to that of OECD countries in 1993 was only 31.8 %, less than half that of Japan in 1973 (73.4 %), as shown in Appendix Table A-1.
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