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Preface
and
Acknowledgments

The background of this book begins in the 198os, when I returned to Seoul
after a decade of study in the United States. The first thing that struck me
was a contrast between what Korean social scientists said and wrote and what
I observed in Korean society as a Soviet specialist. To most scholars, Korean
society was viewed as “modern” largely because it was already highly indus-
trialized. Employing Marxian or Parsonian paradigms, they were discussing
workers, labor movements, and the middle class or strata. But similarities
between Soviet and Korean societies were clear. Various informal ties—and
the exchange of favors based on them—were ubiquitous in both societies.
These ties were indispensable in accessing banks for loans, securing doctors’
appointments, getting promotion in public and private bureaucracies, and in
election campaigns. Korean society in the 198os still showed strong signs of
the persistence of traditional group identities. Elementary school alumni as-
sociation gatherings had become more common, and meetings among people
from the same hometown were more frequent. My casual counting of the
growing number of these primary organizations, which were commonly an-
nounced in newspapers, confirmed my observation, even as the industrializa-
tion process deepened.

In contrast to observed daily life, rife with “neofamilial” (as I call them)
practices crucial to conducting business and social interactions—such as
securing financial resources, information on economic educational opportu-
nities, and access to medical services—Korean intellectual circles still clung to
adefunct Marxian paradigm. Rampant regionalism within labor unions or labor-
management relations did not draw much attention. The anti-authoritarian
struggles of “progressive intellectuals” borrowed from Marxism, Leninism,
Maoism, Stalinism, and even Kim Il Sungism. These ideologically tinted
frameworks were retrofit onto Korean society not only to bolster anti-regime

movements but also frequently to explain Korean society at large. However,
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conventional functionalism was widely applied to explain social changes in
Korea after more than two decades of industrialization. Beyond these diver-
gent worldviews, other macro and mid-range theories and frameworks were
introduced to explain socio-political phenomena, such as world system the-
ory, dependent development, and bureaucratic authoritarianism. Korean
intellectual terrain was muddled with these conflicting frameworks, leaving
distinctive aspects of Korean society relegated to a residual category after the
universal aspects of it were “explained” by imported paradigms.

Addressing this lacuna was not a priority for academic research, either be-
cause Korean society wanted to be viewed as modernized or because the neo-
familism that intellectuals themselves practiced was so natural a part of their
lives that they were not so conscious of it. Such a tendency to ignore reality
might have reflected wishful thinking that socio-cultural catch-up had hap-
pened, commensurate to the national economic achievements known as the
“Miracle on the Han River.” But more importantly, behind such wishful think-
ing is the prevalent Western sociological presumption that industrialization
brings about universal social consequences; this epistemological influence had
been deeply rooted in South Korean intellectual circles long before the Han
miracle. It is only natural that the combination of wishful thinking and prevail-
ing social science paradigms prior to economic development brought about a
strange intellectual vacuum in which distinctive aspects of Korean social
changes have been left out. This book seeks to understand these social phe-
nomena that are so personal and familiar that they have been taken for granted.

A significant paradigm shift toward political economy was also occurring
during the 1980s in the American social sciences, with the state enjoying a
new limelight. Curiously, however, the developmental state was not analyzed
in terms of its own dynamics: whether embeddedness changes over time and
thus whether the developmental state undergoes institutional changes in the
course of economic development. Given my past experience as a bureaucrat,
I began to pay attention to this when reviewing archival data on the Ministry
of Commerce and Industry of South Korea. I had a rare opportunity to look
into the ministry’s recruitment, decision-making, and implementation.
Through numerous interviews with former bureaucrats and high-ranking
chaebol managers, | was able to better understand how embeddedness-based
interactions between the state and business had occurred and with what insti-
tutional consequences. It was an effort to analyze the institutional evolution
of the developmental state itself.
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This insider’s view of the institutional dynamics of the South Korean
developmental state revealed that Korean bureaucracies, from the beginning
of late industrialization in the mid-1960s, were increasingly based on both
examination (merit) and regionalism. Regionalism, in turn, encompassed
school ties as prominent regional high school graduates were conspicuously
overrepresented in passing the civil service examination. Business sectors,
too, emulated the state’s recruitment patterns. The reason for this was sought
in the top leader’s urgent pursuit of industrialization, which drove business
sectors to adopt mimetic patterns of recruitment. But these synergistic pat-
terns of recruitment based on regional and high school ties were not merely
necessities for business survival. Had, and how had, the developmental state
changed over time? The current literature on this question is not only sparse
but also largely structural: shifts in the balance of power between the state and
business are typically analyzed over time rather than based on closer exam-
ination of changes within the state itself. Close examination of state-business
relations reveal subtle and complicated dynamics of this relationship, show-
ing that Korean bureaucracy gradually lost its coherent decision-making
power and that its bureaucratic integrity diminished.

Analysis of the evolution of the Korean developmental state led me to
search for the origins of high school ties, which in turn led to comparative
work on neighboring Japan and Taiwan. As [ suspected, the social signifi-
cance of high school ties emulated Japan during the colonial era, but surpris-
ingly, these ties did not play as important a role in Japan as they had in Korea.
The pervasiveness of high school ties, originating in colonial rule, is unique
to Korea and became the basis for the embeddedness of the developmental
state; Park Chung Hee relied on these ties as an important recruitment
source. Tracing the origins of high school ties through research on students’
anti-colonial protest movements during colonial rule led me to think about
the nature of colonial Korean society. Japanese colonial rule affected Korean
society not only economically; it also entailed lost opportunity for Koreans
to invent traditions, which has had a lasting impact on Korean society.

Empirical understanding of interactions between the state and business
through neofamilial ties led me to question the macro implications of the inter-
actions. With chaebols (conglomerates) in the Korean economy so pre-
ponderant, it was a short step from the political economic considerations of
state-business interactions to search for broader social and institutional im-

plications. Neofamilism obviously was not limited to business-state relations.
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In searching for relevant literature on social change in state-led late indus-
trialization, it quickly became clear to me that theorizing social change under
state-led industrialization was not well developed in comparison to analyses
based in political economy. The political economy paradigm presented an
alternative approach to market-based economic development by highlighting
the role of the state but did not say much about social change in general.
Chaebols turned out to be more than economic actors; they are a microcosm
of Korean society in terms of the evolution of neofamilism.

The analysis of the role of high school, blood, and regional ties in Korea’s
late industrialization led me to think about the role of tradition in late indus-
trialization—an important clue in understanding the macro social conse-
quences of late industrialization. That tradition could play a positive role, and
not be merely an impediment, has been addressed in the critical literature on
post-modernization paradigms. Less known are the specifics of an apparent
irony of late industrialization: why, when, how, and by whom tradition is intro-
duced and plays a role in late industrialization—a research terrain that until
now had not been clearly developed. A comparative review of the roles of
tradition in different countries such as Japan, the Soviet Union, and Germany
make it clear that traditional institutions and values play different roles in dif-
ferent contexts. In late industrialization, they play an essential facilitating role,
giving rise to an irony in terms of macro social consequences. I found that
traditional institutions and values play a critical role in shaping society. This
book is an effort to demonstrate how to think about diverse paths to social
change in different cases of late industrialization by looking at how tradition
plays different roles, depending on timing, location, and leadership.

Thus, study of late industrialization is bound to take a multi-disciplinary
approach as it needs to examine the state, business, culturally specific tradi-
tions, history, and international aspects. A closer examination of the social
implications of state-business interactions requires careful cross-disciplinary
readings. Over the course of my research, discovering how compartmental-
ized specialization inhibits free thinking was an important revelation.

This book was developed and completed over many years. Along the way |
have accumulated much intellectual debt to many institutions and individuals.
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First of all, I would like to thank Professor Steven R. Brown at Kent State
University, who taught me the importance of typology in looking at human
behavior and social change from early on in my intellectual career. Most of
all, I learned so much from my teachers at the University of California,
Berkeley. Ken Jowitt’s lectures were always inspiring in developing con-
ceptual thinking. His notion of neotraditionalism stimulated my interest
in the role of tradition in industrialization. Reinhard Bendix alerted me to
the danger in equating industrialization with modernity. My adviser, George
Breslauer, taught me the importance of empirical evidence. His careful read-
ings of the draft chapters greatly helped me in conceptual clarification. Aaron
Wildavsky constantly reminded me of the importance of critical thinking.
Robert Scalapino never failed to support me during my stay at Berkeley. [ am
also heavily indebted to the late Professor Hong Yung Lee, who understood
the importance of my study and rendered constant support to the develop-
ment of a neofamilial approach to Korean society with his detailed comments
and guidance.

Conducting research and writing started in earnest when I began teaching
at the Department of International Relations, Seoul National University from
1986 to 2007, where | greatly benefited from so many colleagues and students.
Discussions with Professors Choi Jueong Un, Yoon Young Gwan, Lim Hyun
Chin, and Chang Kyung Sup provided invaluable insights in understanding
Korean society. Professors Baik Chang Jae and Sohn Yul provided careful
readings of the manuscript on the dynamics of the strong state. Many under-
graduate and graduate students who later became full-fledged scholars on
their own provided not just research assistance but also faith in the impor-
tance of my work at a time when my research was in inchoate form. Yumi
Moon, Bong Jun Ko, Myung Koo Kang, Sunil Kim, Jung Whan Lee, Young
Ho Yoon, Kyung Jun Choi, Han Seok Cho, Heyjung Cho, Yeo Jung Yoon,
Choong Ku Lee, Yong Mi Ryu, Nah Hosung, Hong Yerim, and Lim Bonkyu
were willing to join me in interviewing former bureaucrats and business-
men and helped me record the interviews and collect data. I am especially
indebted to Yumi Moon at Stanford University and Myung Koo Kang at
cuny. Wang Hwi Lee at Ajou University, Kyung Joon Choi at Konkuk Uni-
versity, and lan Oates, associate director of the Center for Korean Studies at
University of Washington, offered careful readings of the various chapters of
the book and provided valuable feedback over the years.



Xiv  Preface and Acknowledgments

My intellectual indebtedness continued when [ moved to the Henry M.
Jackson School of International Studies, University of Washington in 2007.
There I met with eminent colleagues, such as Anand Yang, Don Hellmann,
Ken Pyle, Gary Hamilton, Joel Migdal, Robert Pekkanen, Steve Pfaff, James
Lin, Susan Whiting, Scott Radnitz, Jonathan Warren, and Hajin Jun. They
appreciated the significance of the book project and encouraged me when-
ever I met challenges in writing. They were also gracious enough to partici-
pate in a seminar to discuss the different chapters of the book. I also express
my special thanks to the Center for Korean Studies and its chair, Clark
Sorensen, who have been supportive of my book writing from early on with
careful readings and advice on publication, along with Hyokyoung Yi,
Korean librarian at Tateuchi East Asia Library, University of Washington, for
her assistance in locating important materials.

Beyond my affiliated institutions, I must thank several individuals and
institutions, without whose help I could not have completed this book. Korea
Research Foundation, Samsung Electronics, Korea-Japan exchange pro-
grams, and One Asia Foundation provided research funds at various stages
of research for this book. My special thanks go to Professors Beom Shik Shin
and Chae Sung Chun for their facilitation for research funding at the Asia
Center at Seoul National University during my sabbatical year from 2014 to
2015 (snu Asia Center Research Grant 2015). Special thanks also go to Profes-
sors Hyun Chin Lim, Myung Koo Kang, and Su Jin Park, who were directors
of the center throughout my visits for the past 10 years. The writing support
fund was invaluable in drafting chapters 4 and s, collecting supplementary
data, and conducting interviews by traveling around South Korea. My grati-
tude goes to Dr. Sang Hyon Lee of the Sejong Institute, who provided a
comfortable environment to finish the book during my sabbatical leave for
Fall 2021. I also would like to express my gratitude to Professors Wada Haruki
of Tokyo University, who invited me to the Institute of Social Science at
Tokyo University, and Hagen Koo of the University of Hawai‘i, who did a
careful reading of the introduction and chapter 3 and provided detailed advice
for revision. Professors Se-jung Oh and Jong Woon Kim, former presidents
of Seoul National University, understood the importance of Korean studies
abroad and played an important role in helping me with fundraising and con-
ducting research. Professor Unchan Jeong, who later became Prime Minister
of South Korea, has shown constant support to my research and Korean



Preface and Acknowledgments — xv

studies in general. Finally, my thanks go to Lorri Hagman and Joeth Zucco
at the University of Washington Press, the copy editor Alja Kooistra, and my
personal editor, Brian Folk, for their extensive and detailed editorial advice.

Last but not least, I do not know how to express my thanks to my family,
who endured so much over the years while [ was preparing this book. My
wife, Yangwon, has been a constant source of support, and my son, Justin,
actively participated in the book preparation with careful reading and editing
contributions. Although this book is a product based on assistance, coopera-
tion, and collaboration with so many people and institutions, for any mistakes

and misinterpretations in the book I am solely responsible.






LATE
INDUSTRIALIZATION,
TRADITION,

AND

SOCIAL CHANGE

IN SOUTH KOREA






Introduction

There are three sources that hinder the unity of our nation. First is class conflict
based on economic interests. Second are pseudo-political parties that are solely
preoccupied with private interests. Finally, unreasonable and absurd faction-
alism . .. people are organized around family connections, clan organizations,
regionalism, and school ties. These groups are organized to occupy powerful posi-
tions in order to secure opportunities to aggrandize their wealth and to fill their
stomachs. They are interested solely in enriching themselves without considering
other people. Such factionalism and partisan struggles, which have been the sources
of national misfortunes and tragedies throughout our history, ultimately brought
about the downfall of our country and the loss of our nationality at the end of the
Chosun dynasty. Reflecting on our historical records and experiences, we should
not tolerate them. —Park Chung Hee, 1969

Once groups are organized based on school, regional, and family ties, they easily
develop into particularistic entities beyond friendship. They divide us from them
and fall into exclusivism by distinguishing friends and enemies. Thus, those who
do not belong to the same school, or hometown, are hated, and if they are hated,
their parents and siblings are also hated. The practice of being exclusive is what
Korean society is right now. —Park Chung Hee, 1965

Every country absorbs industrialization into its own tradition; every country assimi-
lates the process in a manner peculiar to it alone; in every country there emerges

an amalgamation of cultural tradition and ramifications of industrialization charac-
teristic of it alone. There are as many modes of industrialization as there are indus-

trializing countries, and every one of them needs to be understood in its own terms.
—Ralf Dahrendorf, 1967

Korea’s economic development appears to contain a paradox: an ultra-modern
industrial economy alongside traditional networks of obligation and solidarity,
such as blood, school, and regional ties, which profoundly affect fundamental
aspects of Korean politics and socioeconomic relations. But this situation is
not actually a paradox, for the course of Korea’s late economic development
deliberately entrenched these ties into Korea’s politics, society, and economy.

Analysis of the persistence and predominance of what I call “neofamilism”
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reveals distinct social phenomena that arose through interactions between
the developmental state, traditional institutions, and economic tasks.

Why could Korean president Park Chung Hee (1963-79) not avoid the
chronic familism, regionalism, and other cliquishness that he hated so much
and wanted to eliminate, even in the aftermath of the rapid industrialization
that he himself launched? Contrary to Park’s expectation, the social charac-
teristics of which he was so critical were reinforced by the imperatives of late
industrialization. Late industrialization is understood as an attempt to catch
up with a country’s earlier-industrializing counterparts, and its main features
are speed and high economic growth. Why and how does late industrializa-
tion incorporate traditional institutions and values? As we will see, something
unusual happened in Korean society during the critical period of economic
development during the 1960s and 1970s.

Ulsan, a port city in the southeastern part of South Korea, is an example
of how rapid industrialization brought change to a typical urban area. Before
1962, when the city was designated as a special industrial zone, Ulsan had a
populace of 85,000, but with the infusion of heavy industries, such as ship-
building, chemical, and auto industries, the city became one of the most
industrialized areas in the country. By 1982, the population had grown to
476,000 (mostly industrial workers) due to in-migration. However, rapid
urbanization did not diminish primary tie-based forms of organization. On
the contrary, organizations such as clans, hometown associations, and school
alumni associations emerged as important sources of identity. Moreover, in
the heavily working class-based area, the son of the founder and chair of
Hyundai Heavy Industries was an elected member of the National Assembly
from the Eastern District of Ulsan City from 1988 to 2004.2

On the political question of how kin-like or family-based ties aftected elec-
tions of the president and National Assembly in Korean society in general, in a
2015 survey, 37.8% (40 out of 106) of respondents said they enormously influ-
enced elections, 48.1% said considerably influenced, and 9.4% said somewhat
influenced. Altogether, 95% said social ties affected elections one way or an-
other? Actual election results reflect the survey findings. In the 1987 presidential
election, the first free democratic election since 1960, Kim Dae Jung received
88.4% of the vote from his home region in the southwest and only 2.5% and
6.9% from the two southeastern provinces.* In 1992, Kim picked up g1% of his
own region and only 10% and 8.7% from the two southeastern provinces.
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A survey in South Korea conducted in the early 198os—two decades into
industrialization—intriguingly showed that more than 70% of the respondents
said school and regional ties were essential for survival in Korean society.’
Another survey affirms the same societal trend, with more than 85% of the
respondents saying that blood, school, and regional ties play some role in
making important decisions in Korea.® A labor relations survey from the early
1990s indicates that only 11.8% regarded labor-management relations as being
based on equal contract—that is, freely chosen by autonomous individuals—
while 28.6% said they were modeled on pseudo-father-son relations.” The
same survey found that familism served as a constraining factor on the forma-
tion of class consciousness and participation in labor union activities. More
strikingly, a labor union official said in an interview that go% of his daily life
revolved around regionalism, such as meeting with labor union members with
the same regional ties, contacting relatives in different sub-regions of the prov-
ince in which he lived, and visiting clan organizations in the same region.®

Are these phenomena merely anecdotal, circumstantial, and transient in
nature? Are they essentially informal and residual, as the school of modern-
ization would lead us to believe?’ This book contends that these are in fact
the consequences of late industrialization and that they show how traditional
institutions and values are introduced and reinforced through the mediation
of the state. How did South Korea’s industrialization assimilate Korean tradi-
tions? What are the patterns of the amalgamation of cultural tradition and
ramification of industrialization? Did these processes produce distinct, so-
cially meaningful units other than class in South Korea’s late industrializa-
tion? While the singular path of South Korea’s rapid economic development
has been well documented, the distinct impact that late industrialization
brought to Korean society remains an understudied terrain of research.”
This book analyzes the macrosocial implications of the impact of late
industrialization.

SOCIAL AND INSTITUTIONAL IRONIES
OF LATE INDUSTRIALIZATION

South Korea’s successful pursuit of late industrialization invoked and rein-
forced traditional institutions and values, regarded as resistant to change, to
achieve rapid economic success. The distinct social and institutional changes
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in late industrialization cannot be properly understood without exploring
these social and institutional ironies of economic success in late industrial-
ization. The huge gap between political economy and sociology is a persistent
anomaly in studies of late industrialization. The state has been considered to
be of primary importance in achieving rapid economic development, as it
provides various institutional and policy incentives for business in capital
formation and technological development.

The social implications of what the state does, however, have seldom at-
tracted attention. An example is the literature on embedded autonomy, which
considers how the state is embedded in society through various networks
such as school ties but simultaneously maintains sufficient autonomy to draft
and implement policies, despite societal resistance." Such autonomy is re-
garded as the key to economic success. Social and cultural factors have been
drawn on to explain economic success, but no effort has been made to expli-
cate what happens to society in the process of industrialization because of
this embeddedness. The complexity of society under state-led industrializa-
tion has thus seldom gotten due attention. Moreover, when the state has been
“brought back in” to social science analysis, it, too, has been only in the con-
text of debates within political economy theory. Bringing the state back
stopped short of reaching a deeper sociological level.” Conventional socio-
logical categories, such as class and stratum, are heavily relied on in studies
of nations that are latecomers to industrial development, including the case of
South Korea.”

Although late industrializations share structural similarities, such as eco-
nomic backwardness and the role of the state, structural features differ, mak-
ing it impossible to anticipate similar social consequences. This nature of late
industrialization requires highlighting historical specificity and considering
contextuality of industrialization and social consequences." Only through
such an approach is it possible to discern and explain alternative dimensions
of social change beyond class or stratum.

NEOFAMILISM AS SOCIAL CONSEQUENCE
OF TRADITION-LATE INDUSTRIALIZATION NEXUS

Social and institutional ironies arise from the need to facilitate late industri-
alization. Feelings of backwardness, insecurity, and inferiority within the
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psyches of the leading elite induce a sense of urgency. Traditional institu-
tions and values are then reintroduced as tools to address this by providing
familiarity in communication and institutional operations.” Thus, traditional
institutions and values can be seen as institutional imperatives of late indus-
trialization, manifesting in different forms, depending upon domestic social
and historical contexts.'

In the case of South Korea, familial, school, and regional ties were incor-
porated and reinforced through the state’s recruitment and relations with
business, a dynamic that can be defined as neofamilism. Familism is not lim-
ited to a conventional family; it incorporates broad primary ties based on
kinship, school, and region. The prefix neo is meant to emphasize that tradi-
tional relationships have been revived and changed in an industrial setting,
making neofamilism different from the traditional familism found in agrarian
settings. Thus, neofamilism denotes the dynamic process of reinforcement of
social ethos and relations based on primary ties that occurred during Korea’s
industrialization. These processes addressed issues of identity, provided a
strategy for survival, and shaped the operations of institutions.

Neofamilism has an outward and mobility-seeking orientation commen-
surate with Korea’s export promotion strategy. It also denotes a narrower and
thus more specific structural configuration than broader concepts such as
traditionalism.” Overlapping familial, school, and regional ties are used sep-
arately and together to seek access to incentives from the state.® What needs
to be emphasized here is not that traditional elements persisted during and
after industrialization, or that they are universal in time and space, but rather
that certain traditional primary ties were reinforced and strengthened during
the course of state-led industrialization. Neofamilism is also different from
clientelism in that the former can take many different forms of relations, one
of which can be clientelism. For instance, school ties can be invoked almost
any time and any place without any conscious effort to manage them, and
they can take contractual, noncontractual, or clientelistic formats.

Neofamilism can be understood as a part of network analysis, but the term
neofamilism is chosen to denote the social ethos and structural features
unique to Korea, such as the corporate family; regional solidarity; and the link
among family, school ties, social mobility, and status. Autonomous, individual-
based network analysis is limited in understanding neofamilism, which is
based on corporate and familial units. The term also serves to clarify the
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dynamic process of reinforcement of these ties in the course of industriali-
zation, which is usually taken for granted in network analyses.

Thus, neofamilism can be understood as the social consequences of the
state’s introduction of pre-industrial social patterns that were reinforced in
the process of late industrialization. Neofamilism has become an important,
deeply institutionalized source of identity, a key survival strategy, and the
basis for organizational operations in South Korea. Neofamilism further
emerged as a distinct social structure coexisting with and mitigating class
relations, and this requires a serious and systematic inquiry within the context
of Korea’s late industrialization. This book is an attempt to clearly define the
conceptual status of neofamilism and its theoretical implications for social
change, recognizing specific forms as unique to Korea in terms of substance,
although the pattern of interactions between industrialization and tradition

has broader applicability.

LATENESS, THE STATE, AND SENSE OF BACKWARDNESS

The distinctive features of social change in late industrialization can be under-
stood through an analysis of interaction between late industrialization and
tradition through the mediation of the state. This requires examining the
aspects of late industrialization that are conducive to the persistence of tra-
dition and how the state is related to this process. The first observation to
make is that late industrialization starts with the awakening of elites about
the backwardness of their own countries.” Why, when, and how elites begin
to perceive the lateness of their countries is an important question in under-
standing patterns of late industrialization.

What is universal in elites” perception of backwardness is the feeling of
relative underdevelopment vis-a-vis their neighboring countries, region, and
the world. At the same time, in most cases elites are in a precarious position
in terms of legitimacy with regard to other elite groups and larger society.
Japanese elites, for example, felt a deep sense of backwardness vis-a-vis the
West at the time of the Meiji Restoration and were under pressure to establish
anew order in terms of administrative and economic system building.”’ Like-
wise, Stalin, right after the establishment of the Soviet Union, felt a relative
backwardness vis-a-vis Europe and was under constant pressure from the
capitalist world.”' South Korea’s president Park Chung Hee was also fully
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conscious of relative backwardness vis-a-vis not only North Korea but also
Japan and the West.”

The perception of backwardness also arose due to personal insecurity or
regime instability. Meiji leaders faced the urgent task of nation-building;
Stalin had to demonstrate the validity of the new ideology of communism;
and Park Chung Hee had to justify his military coup d’état to the masses and
the old political elites. As such, the sense of backwardness accompanies the
sense of inferiority.”? The sense of inferiority, in turn, leads to the sense of
urgency, which causes leaders of late industrialization to be overly ambitious
in setting the goals of industrialization and to be highly conscious of the
speed at which industrialization is pursued. Leaders of late industrialization
often urged early accomplishment of economic targets and a high economic
growth rate **

Ironically, the greater the sense of backwardness, inferiority, and urgency,
the more likely traditional institutions and values are introduced. This seems
ironic because rapid industrialization would entail the disappearance of tra-
ditional institutions and values, as modernization theories assume. Yet the
more leaders pursue rapid economic growth, the more they are likely to de-
pend on familiar institutions and values. Thus, in order to generate a high
economic growth rate with a high sense of urgency, it is rational to take ad-
vantage of familiar institutions and values so the populace experiencing this
transition would feel more comfortable. This explains the apparent paradox
of late industrialization: the speedier late industrialization is pursued, the
greater the dependence on traditional institutions and values.”

A related question is whether and to what extent leaders of late industri-
alization are conscious of the use of traditional institutions and values and
view them positively as a way to facilitate industrialization process. Put dif-
ferently, a crucial factor in understanding social changes of late industrializa-
tion is the extent of the invention of traditional values and institutions.® On
the one hand, leaders may adopt a “harnessing” strategy, whereby they adopt
tradition to facilitate industrialization, frequently without consciously think-
ing about the need for the “invention” of tradition. Even though leaders may
not be aware of traditional practices, or even view them in negative terms,
traditional institutions and values may be still operating—and ultimately af-
fecting social and institutional changes in late industrialization. This may be
termed the introduction of tradition through the backdoor.”” The second
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strategy involves the invention of tradition. Leaders are fully prepared for a
comprehensive invention of tradition, the full scope of which can affect social
change on two levels: modes of recruitment of officials who are actually in-
volved in daily implementation of industrialization tasks and social institu-
tions that are related to the management of social conflicts.?®

Late industrialization involves the strong role of the state, and its impact
goes beyond the economic level. Sociologist Reinhard Bendix, for example,
remarks that government is an integral part of the social structure and that
the state has the capacity to change society.”” What sociologist Theda
Skocpol refers to as the Tocquevillian perspective of the state also speaks to
the state capacity to change society, culture, and beyond:

This second approach (sociopolitical impact of the state) might be
called “Tocquevillian,” because Alexis de Tocqueville applied it
masterfully in his studies The Old Regime and the French Revolution
and Democracy in America. In this perspective, states matter not
simply because of the goal-oriented activities of state officials. They
matter because their organizational configurations, along with their
overall patterns of activity, affect political culture, encourage some
kinds of group formation and collective political actions (but not
others), and make possible the raising of certain political issues (but
not others).*

As Bendix and Skocpol mention, in most non-Western developing coun-
tries it is the government that needs to be seriously considered in understand-
ing social and institutional changes. Functionally, in the cases of late indus-
trialization, the state can exercise its influence on the economy in multiple
ways through capital formation, production, and distribution. The state may
exercise strong influence in the financial sector either by directly establishing
a development bank, sponsoring loans, or heavily regulating financial trans-
actions. The state may also directly participate in basic industries such as
steel, coal mining, and socioeconomic infrastructure building and may make
inclusive or exclusive policies in the area of social welfare.” The implications
of different state roles in different areas for social changes are clear. State
intervention brings about different rules of the game than those of the market,
and the coexistence of the market and the state means a continuation of mul-
tiple sources of identity and loyalty. The various sources of identity not only
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lead to multiple forms of organizations and institutions, but they also affect
the nature of the modus operandi of newly created industrial organizations.

Modes of recruitment of officials constitute another important factor in
changing patterns of late industrialization as these officials will actually for-
mulate and implement economic and other policies related to industrializa-
tion through interactions with non-state actors. Crucially, this entails whether
and to what extent leaders feel competent in securing reliable, trustworthy,
and capable people they can mobilize. Furthermore, whether recruitment is
based on merit or particularistic grounds is important in that each mode of
recruitment has different implications for human groupings, as state-led in-
dustrialization involves frequent interactions between state officials and busi-
ness sectors. As such, modes of recruitment of state officials may also affect
those of business sectors. When particularism in recruitment of officials is
predominant, outside influence on the officials can be stronger than when
recruitment is based on merit. Thus, state modes of recruitment are bound
to affect business modes of recruitment.”

The invention of tradition at the social-institutional level refers to the co-
ordination and management of social conflicts that result from industrializa-
tion. Here the question is whether and to what extent leaders utilize tradi-
tional institutions to determine the forms of business organizations and to
prevent and resolve social conflict. One example is labor-management rela-
tions: leaders invent traditional social institutions, such as paternalism, in
coordinating labor-management relations. Thus, leaders may be conscious
of the need for invention but end up with a different level of invention of
tradition, depending on how they perceive the extent of social conflicts that
may emerge in the course of late industrialization. When leaders may be less
acutely aware of the need to manage social conflict, traditional institutions
may affect social and institutional changes more or less spontaneously, with-
out much invention.”

An important social implication of the strong role of the state is the per-
sistence of an already established social structure in the process of late indus-
trialization. Political economist Joseph Schumpeter stated that once social
structures are formed, they persist, possibly for centuries, and different struc-
tures and types display different degrees of this ability to survive. Bendix was
much more specific in terms of context in which established social structure
does not disappear. He mentioned that even after a considerable degree of
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economic change, the consequent social structure will not take on universal
forms; instead, it will depend on the “pre-industrial conditions, the particular
impetus to develop, the path which modernization takes, the significant dif-
ferences that persist in developed economies, and finally with the impact and
timing of dramatic events.” He further observed that the roles and functions
of traditional groups, such as kinship ties and collectivism in the pursuit of late
development, played a positive and compatible role with modernization.”

Here, as Bendix emphasized, another important factor to consider for
social change in late industrialization is whether traditional social structures
remain and to what extent they exercise political, economic, and social in-
fluences.® If a traditional social structure is still strong, social consequences
will be affected by the degree to which the dominant group resists or partic-
ipates in industrialization. Also, the traditional institutions will affect social
consequences by the degree to which they serve as a source for the recruit-
ment of bureaucrats.” However, where traditional structure breaks down
without any dominant hegemonic social group or class, the social conse-
quences of state-led industrialization will greatly depend on the top leader-
ship’s attitude toward traditional values and institutions. That is, social con-
sequences will depend on whether leadership positively views tradition as a
way to promote industrialization or negatively views (or has a lack of aware-
ness of ) tradition. A negative orientation can take the form of either rejection
of tradition without any alternative idea of how to build a new society or an
attempt to make economic and social changes by reinventing tradition. Thus,
the social consequences of late industrialization will be greatly affected by
the leadership’s orientation toward tradition.

Following Bendix, our overarching concern in this study is to determine
what makes each case of industrialization and also late industrialization dis-
tinct, if not unique. What are the context and ways in which tradition inter-
acts with industrialization? The essential contextual factors particular to
different countries are the status of traditional social elites and the degree of
the state’s autonomy.

Assessment of the kinds of social units that may emerge from late indus-
trialization requires that the following issues are specified: First, when and
why did leaders of late industrialization begin to feel the sense of backward-
ness? Second, to what extent does the sense of backwardness lead to the
sense of inferiority and urgency in pursuing late industrialization? Third, how
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ambitious are economic goals, and with what speed is late industrialization
implemented? Fourth, do leaders have both the motivation and personnel
pipelines to recruit loyal and competent people whom they can mobilize to
implement industrialization tasks? Fifth, the degree of particularism in imple-
menting industrial policies will affect patterns of interactions not only be-
tween state officials and business sectors but also between state officials and
the rest of society. Finally, whether traditional social structure persists needs
to be considered, and at the same time the orientation of leaders toward tra-
ditional institutions and whether they invent traditional institutions to man-
age social conflict in particular and social interactions in general need to be
analyzed.

While conventional sociological categories assume a clear demarcation
between political, economic, and social arenas, in societies undergoing state-
led industrialization, the boundary lines between different institutions are at
first unclear and systems are only slowly differentiated. The social impact of
industrialization in these societies can be properly understood by looking into
the complex interplay between the state and other actors involved in indus-
trialization and by carefully examining state economic policy.

With empirical evidence from the mid-1960s through 1980 in South Korea,
this book analyzes the role of the state in reinforcing traditional social rela-
tions in Korea during this period of rapid industrialization. The analysis of
state economic policy and the interactions among government, industry, and
society during this period demonstrate (a) that certain traditional primary
social ties, such as blood, school, and region, were unintentionally reinforced
rather than weakened; and (b) that in place of class, new social units—
amalgams of modernity and tradition—were created. This outcome can best
be understood as neofamilism. Most importantly, because these new social
units were systemic—not intermittent, partial, or anecdotal—understanding
how they arose and functioned is essential in understanding the development
of Korea both socially and economically.
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Industrialization has long been understood as the essential transformation in
societies” entrée to modernity: an archetypal sociopolitical project that has
at the same time fundamentally shaped the course of social science theoriz-
ing. Changes related to industrialization involve social structures, sectors,
institutions, psychology, and culture.! The central question explored by social
scientists has been how to understand the scope and patterns of such changes,
with late industrialization becoming the order of the day in the postwar era.

The most controversial question in sociology in the 1950s and 1960s was
whether industrialization would bring about universal consequences regard-
less of different historical, social, and political contexts. Concerns for con-
textualization were absent in the major Western paradigms in sociology.
Marxism and functionalism, regardless of their fundamental differences in
perspectives on social conflict, converged on the unilinear development pat-
tern based on Western historical experiences.” The developing world was
viewed as a sphere for modernization that would bring democracy in politics
and capitalist development in the economy.

The emergence of the Communist Bloc and the expansion of US hege-
mony played important roles in validating the Marxism and functionalism
paradigms; however, challenges to these paradigms came through cultural
and institutional turns. Marxism based on economic determinism came to be
challenged by cultural turns in class analysis wherein complexity of human
behaviors is understood in cultural and traditional terms beyond economic
interests, while modernization theories based on functionalism also showed
limitations, faced with diverse paths to success and failures of modernization
in different parts of the world.> Mechanistic paradigms of universalism were
rendered obsolete, giving rise to the turn to culture and tradition. Multiple
paths to modernity began to be recognized, and the positive value of tradition

was invoked.*
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Sociology in North America lost interest in macrosociology, which focuses
on social structural changes, in the 198os, and institutionalism emerged as
the major paradigm.” The state, which had not been regarded as an important
variable for social change, was again regarded in sociology as an important
institution.® Regardless of different orientations in institutionalism, however,
a macrosociological perspective was not a major concern. Even in the case
of historical institutionalism, the primary focus has been political economy,
as seen in the “varieties of capitalism” literature.” Divergent paths to capitalist
development were explained by incorporating tradition and culture as an
important basis for path dependence in historical institutionalism. Different
contexts of industrialization are given serious consideration, but contextual-
ization remains at the level of economy, short of engaging in macrosociology.
Thus, the path to abandoning universalism has been uneven: while univer-
salism has been questioned, the old habit persisted in institutional prescrip-
tion, termed “institutional monocropping.”™ The state has been brought back
and diversity in industrialization has been recognized, but with a heavy tilt
toward political economy.

Some scholars have suggested alternative ways of approaching social
changes through units other than class. Social anthropologists have proposed
focusing on “non-groups” for analysis, and, at the same time, anthropologists
have demonstrated the significance of persistent family and quasi-family units
in modern settings.” In the meantime, relational sociologists have proposed a
relational approach to society in which static and substance-based approaches
are rejected.”’ Rational actor and norm-based models, diverse holisms and
structuralisms, and statistical “variable” analyses are rejected. But these alter-
natives to structural units or analysis seldom question the pattern of industri-
alization; instead, they are considered under the assumption that there is only
asingle pattern. In short, although many alternative views of the non-Western
world have been suggested and much effort to contextualize different facets
of modernization has been made, contextualized approaches to social change
under different patterns of industrialization have not received due attention."

The current research on social change presumes that industrialization
brings about universal consequences, whether in the West or wherever indus-
trialization occurs. This assumes that industrialization is a powerful force that
generates considerable standardization without leaving much room for vari-
ation.” Lack of differentiation of social consequences or the assumption of
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universal social consequences is closely related to the lack of differentiation

of patterns of industrialization.

POLITICAL ECONOMY, THE STATE, AND THE
CONTEXTUALIZATION OF INDUSTRIALIZATION

This neglect of interest in late industrialization among sociologists has mul-
tiple intellectual sources: the lack of differentiation of patterns of industrializa-
tion; lack of attention to the possible role of the state in social change; assump-
tion of universal consequences of industrialization; and the ambiguous
conceptual status of tradition in theories of industrialization.

Contextualization or differentiation of industrialization in respect to social
change did not receive serious academic attention until the 1970s, when the
political economy approach became a dominant paradigm of research. Neither
the prevalent Marxian perspective nor structural-functionalist approaches paid
much attention to the question, largely because market-based industrialization
and economy were taken for granted. Thus, structural-functionalism and mod-
ernization theory regard social differentiation as a requirement that Third World
countries must satisfy.” Similarly, Marxian thinking views the industrialization
that occurred in the West as a model for underdeveloped economies.”

Interest in different paths to capitalism started with the political economy
interpretation of late industrialization in the late 1970s and early 198os, when a
number of scholars reworked the Marxist conception of the state to show that
its bureaucratic apparatus was different, and partially autonomous, from the
interests of the capitalist ruling class.” A number of these young, left-leaning
scholars wanted to “bring the state back in” as the prominent factor contrib-
uting to social and economic change. They argued that the relative auton-
omy and administrative capacity of the state was an important feature in
achieving societal stability and economic growth.” A number of scholars of
Asia who borrowed these ideas empirically applied them to explain East
Asian industrialization.

The first to do so was political scientist Chalmers Johnson, who posited the
idea of the “developmental state,” arguing that Japanese industrialization could
be explained largely by the active intervention of the state in the economy.®
Other scholars soon elaborated on this thesis for other rapidly industrializing
East Asian economies, especially South Korea and Taiwan.” Sociologist
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Peter Evans, who first suggested the importance of the state regime in Bra-
zilian economic development, conceded that Fast Asian states were “stron-
ger” than Latin American states and thus could industrialize faster and more
successfully.?

The study of late industrialization was a clear departure from the past in
terms of contextualization of industrialization. The most significant theoret-
ical contribution of the political economy approach was the shift of analytical
focus from society to the state. The relative autonomy and administrative
capacity of the state was seen as important to achieving economic develop-
ment, especially in newly industrializing countries such as South Korea and
Taiwan.” Regarding social change in late industrialization, the political econ-
omy approach with its focus on the role of the state (vs. market) made expect-
ing different patterns of social change possible by recognizing different pat-
terns of industrialization. The dominant political economic perspective, from
the view of the developmental state to the recent “varieties of capitalism”
debate, has focused mostly on the state as an all-encompassing institution,
on government policy incentives, and on state-business relationships.

However, in most studies of political economy, society is an object of anal-
ysis only insofar as it influenced economic changes. The political economy
approach thus unwittingly left social and cultural aspects in the process of
industrialization largely conceptually underdeveloped.” Institutionalism has
not shown how the state’s strong role in the course of economic development
affects society. Indeed, society, tradition, and institutions have been fre-
quently drawn on to explain economic institutions and development without
much attention to macro-social implications.” The challenge in the field of
political economy to the notion of universal patterns of industrialization was
not matched by a similar one in sociology due to the declining interest in
macrosociology in America in the 1980s.”* What is needed is now is a socio-
logical conceptual framework for understanding social and institutional
changes in different types of industrialization.

INDUSTRIALIZATION AND
SOCIALLY MEANINGFUL UNITS BEYOND CLASS

Class analysis as a heuristic tool has been assumed to be universally appli-
cable to societies, regardless of the pattern of industrialization. Furthermore,
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with the spread of Marxism-Leninism in the postcolonial world, class anal-
ysis was uncritically adopted by non-Western intellectuals as a basis for ex-
plaining social change.” In the 1960s, this economic determinism began to be
challenged by micro-historical-national analysis.? Historian E. P. Thompson
defined class and class formation as a “social and cultural formation” that
needs to be understood in relation to other classes through time and by works
based on the specific experiences of workers in European countries during
the 1gth century.”’ Similarly, sociologist Michael Mann analyzed the impact
of many different social, economic, political, and international factors on
the formation of workers” image in major European countries.”® He con-
cluded that the image of workers had been affected by such macro political
and social changes as economic fluctuations, religion, nation-building pro-
cesses, militarism and war, and ideologies. Identity based on economic status
had to compete in workers’ consciousness with many other images: direct
rivals such as deference, sectionalism, and a cautious pragmatism toward the
employer and the multiple undercutting images of everyday life, derived
from gender, age, family responsibilities, religion, region, and so on.”’

The two approaches, despite differences in focus and the level of analysis,
were critical of economic structuralism.*® Both assert that class is not a fixed
reality; rather, it is historically and culturally contingent on historical and
cultural contexts in which people live. Class consciousness is formed not only
at the workplace but also at home, in the community, and in social clubs and
through leisure activities. Furthermore, the formation of class consciousness
needs to be approached both synchronically at a certain place and diachron-
ically at different time points. Workers thus began to be viewed from the
perspective of their work environment and worker-centered experiences.
Also, the premodern cultural and traditional legacies are important diachron-
ically in the course of industrialization. Related to this is the understanding
that society is composed of a “totality of social relations.™

The contextual interpretation approach to labor history and working-class
movements in the West is also different from that of older economic struc-
turalism. This emergent paradigm was critical of the conventional view that a
working-class movement per se was regarded as an important indicator for
formation of the working class. Not all workers participate in such movements
as much as is assumed in economic structuralism, and thus the movements

should not be considered as the critical expression of class consciousness.”
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A Thompsonian framework is also applied to the study of working-class
formation in South Korea. Nationalism, familism, national security, and har-
mony were identified as factors that the industrialized state mobilized to
suppress the formation of class identity and class consciousness. The state
inculcated Confucian values as a way to reinforce patriarchal relations in
which docility and submissiveness to authority are encouraged, while anti-
communism for the sake of national security discouraged class formation
based on horizontal ties among workers. At the same time, workers’ reinter-
pretations of Korean history and mass movements of intellectuals such as the
minjung movement, which worked to build solidarity among workers, coun-
tered state influence on class formation.”” While the Thompsonian frame-
work recognizes class formation in South Korea’s late industrialization in
terms of the state’s propensity to leverage such anti-class-forming factors as
inculcated Confucian values, anti-communism, and paternalism, these fac-
tors are external to late industrialization. Put differently, the main question
was whether to pursue social change while keeping class as a socially mean-
ingful unit or whether meaningful units other than class could occur due to
the institutional imperatives of late industrialization.

All the views take industrialization for granted, without specifying types
within it. Even when the analysis of social change is conducted in the context
of late industrialization, the social impact of lateness is understood within the
confines of class. This book identifies and analyzes neofamilism as a distinct,
socially meaningful phenomenon that resulted from interactions between
economic developmental tasks and traditional institutions that had been
brought back by the Korean state.”*

TRADITION AND SOCIAL CHANGE

Tradition, according to sociologist Edward Shils, is something that is “handed
down” and can take various forms. Tradition can be concrete, such as mate-
rial objects, buildings, monuments, landscapes, sculptures, paintings, books,
tools, or machines, or it can take form of cultural constructions, such as
beliefs, images of persons and events, practices, and institutions.” Cultural
constructs become tradition only when a pattern of assertion or action has

entered into social memory over time.
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Tradition concerns the relationship between the past and the present,
especially the impact of the former on the latter. Approaches to the relation-
ship between tradition and social change have undergone remarkable change
over the past few decades, related to three different approaches to under-
standing tradition: structuralist, modernist, and postmodern. The structuralist
approach highlights continuity from the past to the present and is indifferent
to change or time. This view assumes that once structure is established, it
seldom changes. The distinction between the past and the present is not
regarded as significant. The modernist perspective is predicated on the dis-
continuity or disconnect of the present from the past. Modernity is about
something new. The postmodern approach to tradition assumes neither con-
tinuity between the present and the past nor the abrupt rupture of the present
from the past. It is open to various possibilities in terms of interactions be-
tween the past and the present and of their consequences.®

The definition of tradition varies across the three perspectives. The modern-
ist and the structuralist approaches share a fixed notion of tradition. They differ
in that the modernist perspective views tradition as being incompatible with
modernity and thus assumes the ultimate fading away of tradition.”” The struc-
turalist perspective, however, assumes continuity without much change.® Tra-
dition assumes the involvement of agents that are responsible for the continued
succession from one generation to the next at least for three generations.”” The
agent can vary in form, from individual or family to the community and the
state, depending on the nature of the tradition and the scope of its impact. Tradi-
tion connotes neither positive nor negative implications; in contrast, tradition-
alism refers to reliance on the past.” In this book, tradition is represented in
institutions and values in which the state is the main agent in bringing them
to the present. The postmodern approach has become prevalent, largely due
to its flexibility in understanding interactions between the past and the present
and for its focus on actors and projects in linking the past to the present, thus

allowing a variety of patterns, such as creation, reinvention, and negotiation.”

MODERNIZATION AND TRADITION

In earlier versions of modernization theory, tradition is viewed as a hindrance

to modernity, with modernity and tradition considered mutually exclusive;
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thus, modernity is realized through the breakdown of tradition.” Tradition
is thereby regarded as something to be mitigated (if not eradicated), leaving
no room for tradition to play any positive role in modernization (industrial-
ization). Earlier versions of modernization had been heavily criticized for
reifying ideal types, based on the oversimplification of Western experiences.
They were not attentive to historical contexts where traditional institutions,
such as the family, played a role in the course of Western modernization.®
Later versions of modernization theory focus more on historical contexts in
which industrialization and modernization occur. Pluralities of tradition are
recognized. Closer examinations of modernization revealed not only that the
breakdown of tradition did not necessarily bring about modernity but also
that breakdown of the family, community, or even political settings tended
to lead to disorganization, delinquency, and chaos. Tradition, in fact, turned
out to be conducive to modernization.* Further modernization may not bring
about modernity, and even if it does, modernity can be partial or uneven.”
Modernization ceases to be viewed as necessarily Western or American and
is recognized as non-unilinear. At the same time, the influence of traditional
systems and values is understood as not necessarily receding with industrial-
ization, and cultural change is viewed as path dependent. Modernization
paths are accepted as diverse and not universal.

The emergence of newly industrializing countries (N1cs) was empirical
proof that industrialization and modernization can take various paths differ-
ent from the West and that traditional institutions and values could be condu-
cive to the acceleration of late industrialization in East Asian countries, as
seen in literature on “Asian values” and “varieties of capitalism.” Arguments
that address tradition in relation to late industrialization stress that traditional
Confucian values were conducive to generating economic wealth under state-
led industrialization.”” The role of the state in mobilizing these values has
been acknowledged, but the main problem with this framework is how to
approach values in relation to industrialization. Treating the values as an in-
dependent variable juxtaposes values and industrialization without analyzing
the specific process and context in which values interact with industrializa-
tion through the mediation of the state. Furthermore, arguments that invoke
so-called Asian values Orientalize those cultures and make them static, since
such values are seen as timeless and unrelated to historical development. This
imagined stasis cannot explain why the same values became the sources of
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developmental problems. Research on varieties of capitalism recognizes the
role and persistence of traditional institutions in late industrialization.®
Such literature focuses on institutions rather than only on markets and claims
that markets operate within the confines of institutions. The institutions are
the products of historical evolutions, and economic actors are constrained
by the institutions. For example, labor relations are understood to have devel-
oped based on traditional institutions of a country (e.g., lifetime employment
in Japan and centralized bargaining in Northern Europe). These historically
evolved institutions are path dependent, so that institutions are not only mu-
tually interdependent but also difficult to change.

Closely related to the varieties of capitalism is the invention of tradition,
which concerns the redefinition of traditional institutions and values in the
present context by certain social and political groups. The notion of invention
transcends temporality and recognizes intentional human actions in dealing
with traditional institutions and values. The invention approach recognizes
various projects of political and social actors, including industrialization. Thus,
this notion is particularly relevant to the understanding of social change in late
industrialization. For example, inventions of tradition in Japanese industrializa-
tion include the redeployment of the Japanese traditional societal unit ie (),
or household, to the sphere of Japanese modern institutions, such as the factory,
and the invention of paternalism for labor relations.* Other than the case of
Japan, little study has been conducted on the role of tradition in late industri-
alization through interactions with the state’s role and industrialization tasks.”

Modernization theories have thus evolved to recognize multiple paths to
modernization and industrialization, considering historical and cultural con-
texts.! Multiple paths are based on the understanding that modernization
(industrialization) is an effort by elites to mitigate their nations’ “inferior” eco-
nomic status and move toward equivalence with “well-placed” nations. Thus,
the domestic environment, dispositions, and capabilities of elites are important
in understanding modernization.”? Also, the roles of traditional institutions
and values vary, depending on the historical contexts and how and how
quickly nations industrialize, as decided by elites. However, while the func-
tional aspects of traditional institutions and values are recognized in different
industrial sectors and institutions, little analytical attention has been given to
how the state incorporates traditional institutions and values at the macro
level, which gives rise to distinct social and institutional consequences.
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TRADITION IN KOREAN SOCIETY

Structural-traditional approaches to the Korean case have in fact examined
the role of traditional social relationships in shaping values and institutions
in the process of industrialization and the implications of these relationships
for class formation. One variation of this approach analyzes the responses
of Korean society to the market, noting the persistence of collectivism based
on the traditional concept of mutual help, rather than the rise of individual-
ism and class identification.” The patrimonial modernization view of Korean
society focuses on the continuation of traditional patrimonialism in political,
administrative, economic, and social arenas.”* In this model, Korean society
is composed of privileged officeholders who dominate unorganized non-
officeholders. This model draws a distinction between modernization, any
attempt to improve a society’s economic performance, and development, the
maximization of a society’s potential. Since Korea industrialized with its pat-
rimonial institutions intact, according to this model, it is modernized but not
developed. A similar model understands Korean society as one in which the
masses stand alone and isolated from state authority.”

Korean scholars have noted the continuous existence of regionalism,
school ties, and familism as a distinct feature of Korean society.”® Micro-
traditional approaches to the question of Korean social organization help
reveal the role of personal ties in Korean society. Studies on Korean social
networks have identified how familial, regional, school, and neighborhood
ties are formed for specific purposes.” Anthropological studies have demon-
strated the continued existence of traditional ties and behaviors throughout
industrialization.”® Studies of the urban poor have shown how traditional
networks serve as a means of survival through supplementing income sources
in construction and factory work.”

These approaches, whether the focus is micro or macro, have the follow-
ing characteristics: Most of the studies are static, in that they take the exis-
tence and operation of Korean traditional institutions for granted, without
specifying how and why these institutions persist in the context of late indus-
trialization. Due to this lack of contextual consideration, these studies are
limited to sectoral analysis without being able to consider structural implica-
tions of the persistence of the traditional institutions. What is important and
relevant to this study is not the mere persistence of traditional institutions but
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why and how the traditional institutions had been reinforced in the process
of late industrialization, with implications for macro social change. It is only
through that clarification that the structural implications of the persistence
and reinforcement of traditional institutions can be understood.®* The alter-
nate view presented here understands Korean society not in terms of class or
stratum, or a state-society division, but in terms of neotraditional personal
relations. State-led industrialization in Korea thus served to reinforce and
strengthen primary groups, leading to a society best understood in terms of

neofamilism.

SOCIAL CHANGE IN LATE INDUSTRIALIZATION

Late industrialization and its social, institutional, and political implications
have a very lengthy scholarly pedigree, although they are not coherently
approached. The initial focus on late industrialization began with the case
of Germany. For example, the early 20th-century economist and sociologist
Thorstein Veblen, who recognized the technological advantages of late-
comers through borrowing from early industrializers, was also concerned
with social, political, and institutional consequences of late industrializa-
tion. He highlighted urgency as an impetus for hurried state intervention in
economic development, given the threats from warring European nation-
states; in turn, the state is likely to emphasize strengthening military force.
In regard to Germany’s experience with late development, Veblen thought
state intervention and initiatives to spur industrialization brought about
dependency of the populace on the state, resulting in their passivity vis-a-vis
the state.”

E.conomic historian Alexander Gerschenkron provided a more systematic
view of institutional features related to late industrialization. Latecomers are
bound to go through a path of development that is constrained by lack of
capital and technology. In order to overcome these deficiencies, they are
likely to adopt institutional forms and policy measures that are different from
those of early developers, such as the roles of the state and banks, which
establish ties with industrial enterprises as a way to mitigate risks that fledg-
ling firms cannot otherwise afford to take. Although Gerschenkron also
demonstrated that late industrialization requires ideologies for overcoming
backwardness, his focus was limited to economic institutions.®
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The strong role of the state in late industrialization goes beyond the eco-
nomic level. An important factor in considering social implication of the
strong role of the state is the persistence of already established social struc-
tures in the process of late industrialization. Once they are formed, social
structures persist, possibly for centuries, and different structures and types
display different degrees of this ability to survive.”” Bendix specified that even
after a considerable degree of economic change occurs, the consequent so-
cial structure will not take on universal forms, but will depend on the “pre-
industrial conditions, the particular impetus to develop, the path which mod-
ernization takes, the significant difference that persist in developed
economies, and finally with the impact and timing of dramatic events.”* He
further observed that the roles and functions of traditional groups, such as
kinship ties and collectivism in the pursuit of late development, were com-
patible with modernization.®

Identifying why and how traditional social institutions and values, as
Bendix observed, interact with late industrialization is crucial to understand-

ing social implications of late industrialization.*

Although the connection
between late industrialization and traditional institutions has not been clearly
analyzed, it is generally assumed that the involvement of non-market factors,
such as the state, would make possible the continuity of traditional institu-
tions. Or more generally, as Dahrendorf remarked, “each country assimilates
industrialization into its tradition.”®

Analyzing cases of late industrialization mandates careful attention to
contextual factors such as the status of traditional social elites and the degree
of the autonomy of the state. In Germany, strong opposition groups to in-
dustrialization such as Junkers existed, whereas in Japan, Korea, and the
Soviet Union, opposition was either weakened or destroyed. In Germany,
Junkers held many important bureaucratic positions, which set limits on de-
velopmental priorities and other policies.”® In Japan, Korea, and the Soviet
Union, bureaucrats were the main movers in industrialization without much
resistance from society. In Japan, samurai-turned-bureaucrats enjoyed a high
level of insulation from politics and society, derived from the state’s exam-
based merit system of recruitment. While there was no salient opposition
group to industrialization in Japan, state officials, politicians, and intellectuals
made judicious efforts not to lose Japanese traditional social structures and

values in the course of industrialization. In contrast, in the Soviet Union and
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Korea, the traditional groups and classes were either deliberately destroyed
or lost political significance (due to the colonial rule), respectively.®’

The state thus plays a key role in effecting group formations, and to the ex-
tent that the state is involved in late industrialization, non-market factors such
as ethnicity, traditional ties, and nationality influence patterns of social change.
When the market is the only operating institution in economic transactions,
the ultimate object is “to acquire a certain object (amount of money); and the
interest in the other person is minimal.”” Class emerges purely as a conse-
quence of market-based economic relations. When non-market factors are
involved in economic relations, forms of human interactions and social forma-
tion go beyond purely class-based social ones. In short, state intervention in the
economy brings about different rules of the game from those in market-based
ones, and these different rules mean that human interaction patterns and
institutional operations will differ accordingly, and in culturally distinctive ways.

A second observation of the literature is that social structures and ethos
prior to late industrialization may persist and even play a positive role, con-
trary to what modernization theories have advocated. The literature also
shows that late industrialization involved traditional institutions and values
through state actions, although the specific mechanisms of the process and
interactions between late industrialization and tradition are not clear. The
peculiarities of social consequences of late industrialization have been insuf-
ficiently studied, while social and institutional histories of Germany and
Japan have been treated as sui generis and not studied comparatively.”

Third, because of the paucity of successful late industrialization cases in
the 1960s and early 1970s, debates between adherents of the modernization
paradigm and its critics took on an abstract character, with few concrete ref-
erences to actual cases. The inconclusive end of this debate was overwhelmed
by the new paradigm of political economy in the 1970s, which focused more
on economic outcomes at the expense of adequately capturing societal ef-
fects. This gap between studies of political economy and of the social con-
sequences of late industrialization has widened and persists today.

Social science analysis has focused on the variations of class, avoiding consid-
eration of alternatives to class as a unit for social change. More significantly,
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German sociologist and political economist Max Weber’s critical observa-
tion that class as a social outcome is based on market-based economic
changes has not been heeded; rather, class analysis has been liberally applied
to the cases of late industrialization with insufficient consideration of the
role of the state in social change.”” The same can be said about studies of
tradition, which have stalled since the modernization paradigm was criti-
cized in the mid-1970s and political economy studies began to focus on the
roles of institutions and policies in explaining economic success of late in-
dustrialization. The role of tradition in social change at the macro level in
late industrialization has thus remained unexplored; rather, tradition has
been approached either in the context of management and industrial sectors
or is considered external to the actual industrialization process. This book,
building on studies that recognize and consider tradition, explores the social
implications of state actions in the economy through the case of South

Korea’s late industrialization.
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Two diametrically opposed paradigms—orthodox and revisionist—have long
dominated the study of Japanese colonial rule in Korea (1910-45). The ortho-
dox interpretation, well known for its nationalist coloration, focuses on polit-
ical dependency and arbitrariness, social control, discrimination, repression,
economic exploitation, and the loss of cultural identity. Here the Korean
Peninsula is considered nothing but a source of grain supply and industrial
resources for Japanese economic development, as well as cheap (forced)
Korean labor.! The orthodox approach argues that Korean traditions and cul-
tural practices were suppressed under colonial rule, to the extent that Korean
identity was severely threatened.” Any change in the colonial economy was
thus “development without development,” which was not relevant to Korea?

The revisionist approach focuses on positive economic change, along
with modern sociocultural influences spurred by Japanese rule. This view
started against the background of South Korea’s economic development
since the mid-1960s with an intent to look for the colonial sources of devel-
opment. Colonial rule is thus seen as the period in which modern capitalism
was introduced and in which, regardless of the political context, the Korean
economy developed.? Criticizing the orthodox interpretation as too nation-
alistic, revisionists argue that colonial rule left such legacies as capital and
infrastructure accumulation, as well as a strong state and its modern bureau-
cracy, all of which became instrumental in designing and implementing
Korean economic development plans during the 1960s.

Despite fundamental differences, the two approaches share common meth-
odological and substantive assumptions. The binary opposition between co-
lonial exploitation and development does not allow room to understand the
macro picture of the colonial Korean society and institutional developments,
with its contradictory and uneven effects. Also, both are monosectoral in their

scope of analysis focusing on a single sector, whether economic, social, or
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political issues, although they are primarily focused on economics. Each has
also conducted a “war of case studies,” typical of monosectoral analysis, in
which one case of exploitation is countered by another case of development.®
The two approaches lack a theoretical framework within which to understand
the broader institutional and social consequences of colonial rule.

The exploitation-centered orthodox approach rightly emphasizes the suf-
fering imposed by discrimination and physical and psychological controls,
but it is not clear what the enduring psychological, institutional, and social
consequences of this suffering are. In fact, most such studies are limited only
to the colonial period itself.” Problems with the revisionist approach are
equally serious. Revisionist research proceeds as if dealing with the economic
sector per se is tantamount to dealing with the societal whole. It is overly
reliant upon Western sociological concepts and categories to characterize
Korean colonial society and thereby fails to acknowledge the unique aspects
of Korean colonial society.® By linking the institutions of the colonial era to
those in present-day Korea—that is, a strong state, economic development,
and the emergence of management styles—revisionists commit the error of
“reverse teleology,” or reading history backward.” The studies cannot do jus-
tice to the complex nature of colonial institutions and societies as they actu-
ally existed because their interest in the colonial society of Korea is limited
to explaining postcolonial economic development. It is not surprising, there-
fore, that revisionist studies have not paid attention to social institutions de-
veloped during the colonial era and how they have affected both society and
subsequent patterns of economic development in Korea.

Efforts have been made to overcome the dichotomous views of colonial
Korea by focusing on the more complex interplays of the colonial rule and
society as a whole. Some studies have sought to understand colonial com-
plexity in which different forces interacted, frequently causing unintended
consequences.”” This approach focuses on these interactions within colonial
Korea and criticizes the orthodox school’s exclusive focus on nationalistic
interpretations of colonial social changes. These studies argue instead that
colonial society was involved in constant negotiations and contestations
among the national, colonial, and modern arenas. It attempts to show how
the Korean people, though limited in leverage as individuals, were not simply
coerced but interacted on their own volition with the other spheres. Thus,
Japanese hegemony was viewed as not completely based on force.™
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Being critical of the exploitation-development dichotomy, the trichotomy
approach is more open and less deterministic in assessing the impact of
colonial rule; by trying to understand the complexity of the colonial rule
through interactions between the colonial, national, and modern arenas, this
approach acknowledges the primacy of one of the three elements depending
on sectors and situations and is sensitive to the occurrence of unintended
consequences. As one author states, the analysis of the consequences of in-
dustrialization under the colonial rule “liberates us from nationalistic bias and
the illusion that modernization was unilaterally positive. It makes us think
how nationalism, modernity, and colonialism functioned in colonial society,
not just in political, anti-imperialistic terms, but as a more complex process
of social, economic, and cultural change fostered by emerging colonial
modernity.”"

The trichotomy approach provided a framework to understand colonial
complexity, but as the approach is based on case studies to demonstrate the
interactions among the national, colonial, and modern arenas, the analytical
priority among the three is contingent and indeterminate, so it is not possible
to formulate a macro conceptual framework. Since the interactions need to
be analyzed in each case, such as education, labor relations, and administra-
tion, in terms of which among the three was predominant, this framework
cannot provide a holistic picture of colonial society. That is, what is problem-
atic in the trichotomy approach is the failure to recognize the centrality of
the colonial compared to the modern and the national. It is clear from the
previous discussion that Korean society under colonial rule has been under-
stood and presented based on fragmented realities, and thus institutional
legacies have not been systematically analyzed. This chapter, building on
past monosectoral analyses, highlights the primacy of the colonial, rather
than weighing it equally with the national and modern, and formulates a new
conceptual framework to understand the distinct social changing patterns

under colonial rule.

A CONCEPTUAL FRAMEWORK: COLONIAL SPACE

Approaching the complexities of colonial experience requires a clear under-
standing of what exactly constitutes the colonial situation. Sociologist
Georges Balandier’s remarks on Africa are still useful: “Any present-day study
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of colonial societies striving for an understanding of current realities and not
a reconstitution of a purely historical nature, a study aiming at a compre-
hension of the condition as they are, not sacrificing facts for the convenience
of some dogmatic schematization, can only be accomplished by taking into
account this complex we have called the colonial situation.”

Balandier itemizes the components of the colonial situation as follows:

1. Domination imposed by a racially (or ethnically) and culturally
distinct foreign minority in the name of racial and cultural
superiority.

2. The linking of radically different civilizations into some form of
relationship.

3. A mechanized, industrialized society with a powerful economy,

a fast tempo of life, and a Christian background imposing itself
on a non-industrialized, “backward” society.

4. The fundamentally antagonistic character of the relationship-
between two societies resulting from the subservient role to which
the colonial people are subjected as “instruments” of the colonial
power.

5. The need to retain essential dominance both by outright coercion
and the creation of a system of pseudo-justification and stereo-
typed behavior."

This summary contains accidental and essential elements, with only the latter
being applicable to the Korean case. Thus, while “Christianity” is accidental,
the essential elements of Japanese colonialism in Korea include foreign domi-
nance, in which the domestic majority is controlled by a foreign and numerical
minority with the intent of economic and strategic exploitation, based on
overwhelming coercive force.

Balandier’s main concern—to remind us that ethnic components are cru-
cial in understanding the colonial social whole in the African context—can
be easily extrapolated to more general terms: to maintain discrimination
through control, colonial authorities reserve the right to launch arbitrary in-
terventions in any area of human action as the need for control arises. As a
consequence, system boundaries among political, economic, and socio-
cultural activities become unclear and blurred under colonial control. Put
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differently, in the colonial situation, any activity can be made political
through the colonial authorities” pervasive politicizing of even mundane
issues. Such formulations underscore the unique aspect of colonial social
changes, particularly social distortions caused by a foreign minority’s rule
over a local majority, discrimination, and an overwhelming reliance on force
to maintain control.”

The blurring of system boundaries is closely related to colonial disequi-
librium—the artificial blockage of intersystem spillover—which arises when
conscious efforts are made to avert or forestall the flow of institutional change
from one area into another. Without such efforts, control over the colony
itself becomes difficult, if not impossible. For instance, colonial authorities
permit economic activities only through prior considerations of political
control and block the spontaneous emergence of social groups based on eco-
nomic interactions. Thus, noncolonial differentiation among political, social,
and economic sectors is artificially disrupted by an overarching imperial
imperative and arbitrary political intrusion. According to sociologist P. Mer-
cier, the most important factor in understanding postcolonial African society
is the dilution of class relationships by the superimposition of the colonized/
colonizer axis upon the subordinate society.” In the African context, tribal
and kinship ties are the most salient factors affecting social relations.”

Blurred system boundaries and the consequent artificial blockage of
intersystem spillover mean that system boundaries can shift, and thus we have
the difficulty of understanding colonial society in single macro-structural
terms. Put differently, colonial society is potentially so fluid that it cannot be
conceptualized by any single “total concept.”® To approach the colonial sit-
uation as a whole means understanding that colonial society is based on this
fluidity. Thus, efforts to understand any one element—particularly such es-
sential elements as foreignness, imposition, control, and unnaturalness—and
to generalize the whole therefrom will not produce an accurate picture. We
cannot expect predictable social consequences under colonial rule due to
the whimsical nature of colonial power. Religion, for example, under the
non-colonial situation is a matter of social and cultural domains, but under
the colonial situation it could easily become a political issue. This is what
refer to as blurred system boundaries. Extending this logic, under the colonial
situation it is not easy to anticipate social changes out of economic actions
as is the case under the non-colonial situation. The abnormally fragmented



32 Chapter 2

nature of colonial society emerges here as a conceptual constraint on the
discussion of colonialism by postcolonial scholars, diverting understanding
of the essential dysfunctionality of colonial/postcolonial society into endless
and sterile intellectual debate on accidentals. Thus, it is necessary to examine
the intended and unintended social and institutional consequences of block-
ing change from one sector to another.

While all colonial societies share colonial disequilibrium, the contents of
social consequences are unique to each colonial society because of their dif-
ferent historical contexts and colonial experiences. The artificial blockage of
flows between sectors forces the analyst of colonialism to forsake many stan-
dard social science concepts and formulate new and context-specific social
categories to understand a given colonial society. Colonial control may prove
to be the link, for example, between the introduction of an apparently modern
institution and a totally different consequence in another area. Thus, if class
formation were seriously skewed because of anticolonial nationalism, the sit-
uation might require a different conceptualization applicable to a skewed class
society. The concept of “class” either is subsumed by a higher-level, colonialism-
specific category or acquires new and variable meanings depending on the
individual characteristics of the precolonial indigenous society. What is treated
as an independent variable elsewhere becomes a dependent variable here. In
addition, the fragmented nature of colonial society ensures that concepts of
social cause and effect can no longer be taken for granted. Instead, causal deter-
minants become a highly empirical enterprise.

Taking into account the factors of colonial situation, disequilibrium, and
totality, our general framework here may be expressed as constituting a co-
lonial space. In this context, colonial denotes the fact that the colonial power
sets the priorities, makes decisions, and implements them according to its
goals, which may or may not be relevant to a colonial society, and space indi-
cates the general field of human interactions where systemic boundaries are
fluid and blurred. The term colonial space is used to help us to understand
the colonizer’s perception and imperative that colonial control involves and
requires the uninhibited crossing of boundaries, in the same sense that a com-
puter operator can freely erase and redraw his creations in cyberspace. Thus, in
the non-colonial situation we may justly speak, for example, of political, so-

cial, or economic systems with relatively firm and definable boundaries. That
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is, space is used to denote a totality of living patterns where predictable sys-
tem differentiation is inconceivable.

Colonial space therefore implies the usurpation of coherent structuration
and system building through purposeful fragmentation and disequilibrium. Al-
though there may be surface resemblances to economic or political space, these
subordinated spaces are neither fixed nor stable. Whereas the non-colonial
system is recognized and defined by its spontaneity, logic, and coherence,
colonial space is recognized and definable by its artificiality, discontinuity,
and arbitrariness. External coercion and control are substituted for integral
necessity and organic development; force replaces the logic of cultural appro-
priateness. In colonial space, one cannot automatically rationalize or model
any outcome according to necessary cause or effect. It is independent of
human need and satisfies the latter only intermittently and accidentally. For
this reason, it is meaningless to point to isolated instances in which indige-
nous populations may benefit accidentally from the arbitrary mechanisms
and functions obtaining within colonial space.

In colonial space, foreign authorities manipulate system boundaries at will
whenever their focus of interest and attention shifts, leaving the indigenous
population helpless to affect the most fundamental conditions of their lives;
colonial control is inconsistently and unevenly extractive, coercive, instru-
mental, and invidious, with shifting areas of benign neglect. At the same time,
colonial authorities maintain artificial boundaries between one system and
another depending on the outcomes of interactions with the colonized pop-
ulation. Colonial space in this sense is highly dynamic and volatile. Especially
in the Korean context, where the old social structure was rapidly disintegrat-
ing, it was easier to block the emergence of such large-scale social units as
class. Thus, colonial space produces groupings of people who share similar
experiences but no organizational connections: they are arbitrarily grouped
or regrouped according to their shifting functions within spaces defined by,
and furthering the interests of, the colonial power.

The cumulative effect of such overwhelming arbitrariness on individuals,
society, culture, and national and ethnic identity cannot be overestimated.
More generally, the arbitrariness of colonial space preempts the possibility of
acquiring a rational sense of cause and effect, divorces people’s actions from

results, and preempts almost every possibility of developing a meaningful
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sense of self-as-actor. All of these are the legacies of every once-colonized

people, including Koreans.

THE FUNCTIONAL STRUCTURE OF COLONIAL SPACE

Given the colonialism-specific logic just described, colonial space can be
divided into three areas: colonial superstructural space, colonial functional
space, and colonial social space. These spaces difter primarily in (1) the chang-
ing threat perception of the colonial authorities with respect to such elements
(i.e., does a given element comprise a greater or lesser degree of accommoda-
tion or resistance?); and thus, (2) the scope and intensity of direct colonial
control over the relevant elements, in which control is equivalent to arbitrary
interference and thus increased disequilibrium within the affected element.
Colonial superstructural space (csus) is the space in which colonial au-
thority attempts, within the inevitable constraints of material possibility, to
establish its hegemony over the colonized and to inaugurate institutional,
societal, and ideological arrangements to implement and maintain such
hegemony. Examples of efforts to further Japanese hegemony include the
Japanese equivalent of the “white man’s burden,” the concept of the Greater
East Asia Co-Prosperity Sphere, tendentious distortions of Korean history,
the attempt to assimilate the Korean people into Japan through Japan-Korea
unity and identity, anthropological studies treating Korean people as “na-
tives,” forcing Koreans to use Japanese names, and the imposition of Japanese
emperor worship and the use of the Japanese language. Bureaucratic and
other organizations that support such ideological impositions are also ele-
ments of csus. Acts associated with csus are undertaken where an element
is crucial to the mechanisms of colonial control or where relatively less-
essential elements are perceived to contain a relatively high degree of poten-
tial threat. In this sense, csus is the most colonial and least indigenous aspect
of colonial space. Moreover, because high levels of surveillance and control
over “normal” elements of an indigenous society are required to establish
colonial hegemony, csus is innately hostile to indigenous institutions. csus is
highly pragmatic and opportunistic, and thus its boundaries are exceptionally
fluid and arbitrary, admitting blatant contradictions. For instance, the contra-
diction between treating Koreans both as cultural brothers deserving assim-

ilation and as inferior “natives” never occurred to the Japanese colonizers, as
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indeed it need not have as long as the conclusion (the colonization of Korea)
remained the same, irrespective of the premises.”

Colonial functional space (cFs) is the space in which the functional
arrangements necessary to accomplish the primary goal of economic exploi-
tation by the colonial power are made. It exists where the mechanisms of
colonial society are either routine or the perceived threat level is low, or both.
Here belong familiar phenomena, such as coerced economic policies and
institutions, along with a coerced educational system and curriculum. crs
resembles sociologist Peter Ekeh’s category of migrated institutions in that it
often combines such foreign structures as centralized educational systems or
modern production practices with indigenous traditional systems or divisions
of labor.?® Thus, this is a space that differs little on the surface from similar
structures in non-colonial situations. What makes crs colonial, however, is
that the functional goals and means of implementing policies are those of
the colonizers, who are again those empowered to make such decisions. The
overriding goal is to maximize economic exploitation within a highly con-
trolled and thus stable and friendly environment. The means involve incen-
tives to engage colonial people in economic efforts but within an overarching
logic of discrimination and material control. The colonial power needs to
educate the colonized population to pursue its economic goals cheaply, and
it limits the goals of colonial education to suit this need. As one former
French principal of an Algerian school expressed it, the goal of French co-
lonial education was neither to transform Algerians into true French nor to
permit them to remain true Algerians, but to land them in a nowhere zone
somewhere in between.”

Since arbitrary intrusions of coercive power are relatively rare in this space
and the perceived threat potential of its elements is tolerable, maximum
interaction and dialectic between colonizer and colonized occur under crs.
Here objective functional needs common to all societies contend and conflict
with the imperative of colonial control. Regardless of the given colonial sit-
uation, both the colonized and the colonizer must engage each other in this
space, either for survival or for exploitation. The need for colonial control
frequently contradicts the logical consequences of functional activities, such
as industrialization and education. The unintended emergence of colonial
modernity raises thorny issues of control. The colonial power has to deal with
workers in materially modern factories and graduates of modern educational
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systems. Colonial education, however tightly or expertly controlled, inevita-
bly creates challenges arising from the cognitive disjunction between colonial
discrimination and universalism acquired through education.

Colonial social space (css) can be regarded as a residual space that the
colonial power leaves least controlled after carving out its position in the
other two spaces. Empirically, css contains the traditional sector, but as Ekeh
points out, even if the degree of control is relatively minimal, the remaining
traditional orders suffer qualitative changes. Thus, what constitutes css must
be empirically defined in terms of time and place. In the Korean case, the
family system is a good example of css. As will be discussed, Japanese colo-
nial authorities left the Korean family system virtually intact, not because
they wanted to protect it but because it was much more beneficial in terms
of colonial control to do so.

BOUNDARY BLURRING, CATEGORICAL VARIABILITY,
AND ACCOMMODATION/RESISTANCE

These three categories—csus, crs, and css—constitute the logical abstrac-
tions most suitable for expressing the peculiar nature of colonial space. In
employing them, it is above all necessary to avoid the trap of conceptual
rigidity. Attempts to categorize instantly confront the blurring of boundaries
discussed earlier, which is an intentional and invariant feature of colonial
systems. It should be stressed that the colonial power alone is the ultimate
definer of the specific content of colonial space. Depending upon the colo-
nial power’s perception of colonial reality, spatial boundaries can move arbi-
trarily. This fluidity of boundaries makes it difficult to apply fixed sociological
categories to the elements and makes each of them (e.g., religion) potentially
a csus category. It is either the new goals set by the colonial power or the
reactions of the colonized that determine new boundaries between the spaces
without changing the fundamental imperative of economic exploitation. The
fluidity defined by the colonial power is what prevents coherence between
socioeconomic actions and socio-institutional consequences.

As noted, csus, crs, and css are distinguished primarily by their innate
importance to the colonizers and/or the perception of potential threat within
subordinate colonial spaces. This raises the question of what constitutes the
perception of threat in a colonial context. It is clear that colonial systems create
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a wide continuum on the axis of power, from the near powerlessness of the
colonized to the vastly overextended power of the colonizer. In fact, within
such systems there is only one primary category in which the colonized are
guaranteed power to effect changes within the colonial system: the axis of
accommodation/resistance. If the colonized accommodate, they ensure the
stability of the colonial status quo (given that this stability is defined as the
continuance of the colonizer’s ability to effect arbitrary systemic change un-
impeded by consideration of the colonized). If they resist, they force the col-
onizer to address their resistance, thus adding another level of control to that
characterizing the status quo and possibly increasing the cost of maintaining
the colonial system. This is the only invariant axis along which the colonized
may be ensured anything resembling “power” in a colonial system.

Accommodation among the colonized is defined as accepting the prem-
ises of colonial rule and thus not creating the need for negative sanctions from
colonial authorities. Resistance is defined as refusing to acknowledge colonial
rule and thus either launching a struggle against it or remaining aloof from it.
Accommodating resistance involves a willingness to participate in colonial
spaces but with the ultimate goal of resisting or rejecting colonial rule; resist-
ing accommodation means accommodating reluctantly because one has no
other choice or to exert passive resistance. Thus, each space has two types
of social consequences: institutions that function to support the space and
human groups surrounding the institutions. Following Ekeh, the nature of
institutions can take traditional, migrated, and emergent forms.”

In each kind of colonial space, responses are more or less clearly limited.
csus, for example, largely empowers elite groups as it is defined by the co-
lonial power. In this space, the colonized have limited options for reaction—
either resistance or accommodation (collaboration)—largely because of the
sensitivity of the colonial authorities to this space. From this space emerge
nationalist groups who resist colonial control and collaborators who accom-
modate the colonial power. Here many different kinds of colonial institutions
serve to promote justification of colonial rule, but all can be reduced to the
category of colonial bureaucracy because almost all were implemented under
its auspices.

In cFs, one can theoretically imagine four different kinds of reactions by the
colonized: collaboration, accommodating resistance, resisting accommodation,

or resistance. The predominant reaction pattern, however, is accommodating
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resistance. Since this space is about daily survival and gaining status, the
colonized are obliged to accept reality. Once they are engaged in crs, how-
ever, their reaction patterns among these four possible responses may vary,
depending on their socioeconomic positions prior to colonial rule and their
relationship with the colonial power. Even among capitalists under colonial
rule there can exist different groups and orientations toward the colonial
power. A uniquely conflicted and ambivalent ethos of Korean capitalists
under colonial rule may also emerge, something not imaginable in a non-
colonial situation: the feeling that they are betraying the nation, for example,
is overshadowed by the justification that what they do ultimately serves to
strengthen the nation. Workers whose jobs were created as a result of colonial
economic changes are prevented from uniting to follow certain ideologies
that may threaten colonial rule, and thus these workers” organizations be-
come fragmented. Workers themselves also develop a colonial ethos that
requires them to consider national liberation and their own interests simul-
taneously.” Because there are different kinds of capital and worker groups,
making generalizations about workers is extremely difficult. The institutions
of capitalist and market systems are strongly colored by colonial control.

Colonial education produces an ironic predicament. Those who accept
colonial schooling show accommodation in doing so, but a modern education
gives them the tools to resist the colonial power, either overtly or covertly.
Likewise, the colonial power needs educated people but cannot support the
institutional principles that modern education purportedly supports, such as
equality, justice, and autonomy. The result is a seemingly modern educational
system that is strongly influenced by colonial control: separate from the pro-
gressive curriculum, it features punishment and a strong authoritarian rela-
tionship between teachers and students.

css encompasses those traditional social elements to which the colonial
authorities are indifferent. This might be called resistant traditionalism, in
which the colonized use elements of tradition as symbols of resistance while
the colonial authorities use those same elements for purposes of control. If
csus and crs facilitate challenges to many traditional values and institutions,
css reinforces tradition unintentionally, a fact that is normally not well under-
stood in most nationalist historiography. In everyday life, it may take what
sociologist Erving Goffman called “secondary adjustment” in the context of
total institutions, such as prisons and mental hospitals, in which, without
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directly challenging the authorities, “forbidden satistactions [are obtained or
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permitted] by forbidden means.”* ¢ss encompasses a majority of rural inhab-
itants, as well as the family system and the rural authority structure.

We have seen how complexity in the interactions between colonial rule and
traditional institutions and values embodies numerous indeterminacies and
contradictions. At a micro level, understanding the impact of colonial rule on
tradition requires close examination of the intentions of the colonial rule
and its consistency in relation to each case of traditional values and institu-
tions. The macro picture regarding the relationship between colonial rule
and indigenous traditions will take on a mosaic form in terms of degree of

control and consequences.

EDUCATION IN COLONIZED KOREA

In analyzing education under colonial rule, the focus is not on detailing
historical facts, but on how the colonial situation changed the institution.
Colonial control constantly created contradictions between csus and crs—
that is, between colonial control and colonial modernity—and brought about
long-lasting social consequences. In addition, traditional family ties, as dis-
cussed later, were paradoxically strengthened despite apparent socioeco-
nomic changes. These examples help to explain the institutional legacies of
the colonial era, especially in relation to Korean economic development.
During rapid industrialization, strong high school and family ties were rein-
forced in Korean society and cannot be understood without examining their
historical link to the colonial past.

Colonial Education, Colonial Control,
and the Emergence of High School Ties

Within the threefold model outlined here, csus expresses most intensely the
essential contradiction of the colonial situation. Colonial contradiction oc-
curs wherever the strategies necessary for achieving the primary goal of eco-
nomic exploitation automatically produce an increase in resistance from the
colonized. Such contradictions are inevitable artifacts of the logic of colo-
nialism. Contradiction is therefore the locus of conflict and transformation
in the colonial context and the most obvious mechanism for generating un-
intended social consequences. An outstanding example of the contradictions
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inherent in csus is the institution of colonial education. In the Korean con-
text, both the colonizer and the colonized needed formal education, but the
educational enterprise took on contradictory significance for both sides. Edu-
cation inevitably became one of the most intense fields of perceived threat
to the Japanese authorities, as demonstrated by the broad scope of repressive
measures taken against students and schools. This repression is what justifies
locating education firmly within csus. More crucially, it was within the in-
stitution of education that the most uniquely Korean of postcolonial social
artifacts was forged and refined—a network of social ties of mutual coopera-
tion, trust, and assistance generated not between university students, as in
Japan, but within high schools.

The colonizers needed an educated workforce to increase the usefulness of
selected colonized persons and schools that would teach unquestioning respect
for authority.” The colonized needed a modern education because it was one
of the few paths to an economically successful life open to Korean people. The
fact that the colonial power limited the number of educated Koreans speaks to
Japanese sensitivity to the potential threat inherent in the educational process.
Even though this strategy was designed to counter the contradictions of the
colonial educational enterprise, it merely localized and intensified the paradox:
“In fact, one of the functions of school selection was to make education scarce,
thus increasing its value and the demand for it.”* Unsurprisingly, selection was
biased in favor of colonial loyalty over academic excellence. For the colonial
authority to maintain “proper social distance” from the colonized for colonial
control along with explicit discriminatory measures, neither too much accul-
turation nor too much local orientation was allowed in selecting students. Thus,
there existed inherent limits to any assimilation policy.”

Nevertheless, the increased perceived value of education generated by
this policy of creating an artificial scarcity could not help but also increase
the perceived value of its unintended artifacts: knowledge of the wider world
and increased political sophistication, both of which were intellectual tools
suitable to affirming or debunking Japanese colonial ideology. By artificially
limiting the number of educated persons, the Japanese unintentionally en-
hanced the perceived charisma and authority of persons who elected to use
their newly educated minds in the service of Korean nationalism and anti-

Japanese resistance.
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Like the Japanese colonizers, the Korean colonized were ambivalent
toward colonial education. They were fascinated by new knowledge generally
and by knowledge of housing, agriculture, hygiene, and health in particular.
Furthermore, they understood the need for knowledge in resisting the colo-
nial power. However, the decision to receive a colonial education meant
acknowledging colonial rule, a typical example of contradiction between
accommodation and resistance.

The goals of technical education and raising loyal “servants for the em-
peror” in colonial Korea were persistently pursued despite several changes in
the Educational Edict and Laws.”® But the educational opportunities given
to the Korean people were severely limited both in number and in content.
In 1939, only 2 per 1,000 of the Korean population were enrolled in primary
school, while the enrollment figure in Japan was three times as high; in high
schools, 14 times; in universities, 11 times.” According to Gregory Hender-
son, a specialist on Korea, “In thirty-one years the number of students at all
levels increased over sixteen times, from 110,800 in 1910 to 1,776,078 in 1941.
Over 50% of Korean children were not receiving compulsory education. Only
5% of Korean children went beyond the primary education. At liberation little
over 20% of Koreans had received any formal schooling, as opposed to three
quarters of the Japanese population of colonial Korea; some ten times the
proportion of resident Japanese as of Koreans had secondary education.”®
In addition, the geographic distribution of high schools is significant. As table 1
shows, only one or two high schools were established in each province. Lim-
ited educational opportunities in non-vocational high school can also be seen
in the regional distribution of high schools.”

Over time, the attitudes of Koreans toward colonial education shifted from
an initial general denial and resistance to gradual acceptance. In the early
19105, when public primary schools were opened, the authorities had a hard
time recruiting students because Korean parents refused to send their chil-
dren to the new schools, partly from lack of understanding but mainly be-
cause of their resistance to Japanese rule.” This phenomenon was especially
widespread among upper-class Koreans, who still insisted on the curriculum
taught in traditional schools, such as national history and language; most
students thus came from the middle or lower classes.” Thus, public primary
schools were called the “schools of the poor.”
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taBLE 1. High schools (not vocational) in Korea, 1937

PROVINCE PUBLIC PRIVATE

M F M F
Kyonggi 2 3 6 6
Ch’ungbuk 1 1 0 0
Ch’ungnam 1 2 0 0
Chonbuk 1 3 1 0
Chonnam 1 2 0 0
Kyongbuk 1 2 0 0
Kydongnam 2 3 1 1
Hwanghae 1 3 0 0
Pyongnam 2 2 1 1
Pyongbuk 1 1 1 0
Kangwadn 1 1 0 0
Hamnam 1 3 1 2

Source: Chosen Sotokufu, Gakumukyoku, Chasen shogakkd ichiran.

The situation shifted rapidly in the 1920s, however, when people began to
show more interest in sending children to the new schools.* As the number
of applicants increased, schools were able to begin selecting the students they
wanted. This was a dramatic contrast to the previous decade when they had
to make an effort to recruit students. There are three reasons for this change.
First, at the end of the March First Independence Movement in 1919, most
people began tilting toward the new ideology, which emphasized the need
for self-strengthening to save the country (a compromise to full resistance).
Second, because Korean society, regardless of Japanese colonial rule, was
facing social turmoil with the decline of the old ruling class, the yangban
order, people tried to reestablish their social identity through education. As
Henderson aptly put it, “The hectic years of late Yi over, education came to
be the only path for ambition, and all the schools were oversubscribed several
times. For the young, forming one’s ambitions in terms of the Japanese world
and one’s career within Chosen became almost inevitable, even where
resentment and hurt lasted.”™ Third, Korean society had maintained a long
tradition in which education equaled a shortcut to governmental positions,

giving people a high level of motivation to acquire it.*®
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High Schools and the Development of Resistance

Educational opportunities in colonial Korea were especially limited beyond
the primary school level. Remarkably, throughout the colonial period, no
more than 3% of primary school graduates went on to high school. Even as
late as 1942, the number of Korean middle school and high school students
was about 25,000, which was less than 2% of primary school graduates. Of
the 1,218,367 Korean primary school graduates (girls and boys), only 28,878
were allowed to attend high school.”” The number of public and private high
schools increased from five in 1910 to 45 in 1935 (girls” schools included) and
142 in 1942 (including middle schools and Japanese schools).® High school
graduates, especially public high school graduates, were nationally or region-
ally selected and well positioned to play important roles regardless of whether
they received a college education. The importance of high school thus in-
creased in Korea far beyond its corresponding value in Japan or China.

In this way schools, especially high schools, naturally evolved to become
centers for the organization of Korean colonial society. This trend was
strengthened by default, since on-campus associational organizations were
difficult to establish under the strict Japanese regime and were often quickly
suppressed once established. In addition, Korean high school students shared
with their noncolonial peers all the customary traits of youth: a new aware-
ness of the importance of social groups and the desire to participate in activ-
ities according to their own interests, undistracted by outside interests. The
relative scarcity of university students, and particularly university graduates,
meant that high school students were by default the most well-educated
group in Korean society; they were among the privileged elite who learned
“new knowledge,” such as math, science, history, and geography.

As a result, high school graduates thought most keenly about, and most
often articulated, the colonial contradiction, and they came to internalize
the colonial contradiction in an acute and personal manner.” Having accom-
modated the colonizers in participating in this education, they found that
the same education was equipping them with the knowledge and organiza-
tion necessary to resist both this educational system and the colonial system
as a whole. High schools were a theater of conflicting values, strains, and
double standards. It must also be said that the crude Japanese propaganda
dispensed in the schools, and the oppressive and heavy-handed manner in
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which ideologically doctrinaire teachers inculcated it, was often an education
in itself, and the lesson taken by its recipients was one entirely unintended
by the Japanese.

Student Movements during the Colonial Period

Several scholars provide a detailed recounting of the anti-Japanese Korean
student movements.” It is sufficient here to provide a brief survey of these
movements as they relate to the institutional and social consequences of high
school education in Korean colonial and postcolonial society. Both the pat-
terns and the content of student resistance changed over time in response to
the transforming colonial environment. This environment is empirically
quantifiable as educational policy and patterns of police surveillance, orga-
nizational suppression, and arrests change, but on a more immediate level,
the transformation came down to the level of individual students and teachers
and the increasing tensions between them. A crucial artifact of external orga-
nizational and policy changes was a corresponding transformation of high
school students’ sense of identity—what it actually meant to be a high school
student. Increasingly, their identity began to formulate itself along the axis of
resistance.

The March First Independence Movement was the first opportunity for
students to demonstrate the significance of their political and social role. After
that uprising, students played a leading role in nationwide political movements
against Japanese rule in the June 1oth Movement for independence incident
in 1926 and the Kwangju student uprising in 1929. But as time went on, student
movements became less centralized and began to be organized around local
school groups. Before the March First Independence Movement, student
organizations took the form of mutual friendship societies among students
from various parts of the country who stayed in Seoul: for example, the North-
West Student Friendship Society and the Honam (South-West) Student
Organization." During the 1920s, communism and nationalism became two
ideological pillars, though the two were not easily distinguishable. During the
1920s and early 1930s, however, organized groups and slogans made the com-
munist influence more visible. As colonial control intensified from the late
1920s until the end of colonial rule in 1945, the student movement, regardless
of ideological orientation, became narrowly focused on school and secret



The Colonial Origins of Neofamilism 45

organizations. Open protests organized by nationwide organizations gradually
gave way to local high school and secret organizations.

The most popular form of student protest in this period was the strike, in
which high school students refused to attend school until their demands
were heeded. About half of the strikes between 1921 and 1928 were staged by
high school students. More important, high schools throughout the prov-
inces of the country participated: Kydnggi (77 strikes); South Hamgyong (51);
Hwanghae (42); South Kydngsang (38); Kangwon (29); North Cholla (29);
South Chglla (28); North P’yongan (24); South Ch’ungch’ong (20); South
P’yongan (20); North Ch’ungch’ong (17); North Hamkyung (15); and North
Kyongsang (13).

Student demands embraced various issues: educational facilities, the re-
jection of teachers, school administration, and ideological and nationalistic
issues. Among them, the rejection of teachers and ideological and national-
istic issues loomed largest. From 1921 to 1928, there were 434 instances of
teacher rejection and 74 ideology-related strikes.”” Because most of the teach-
ers were rejected for discriminating against Koreans or making derogatory
remarks about Korean culture and Koreans personally, practically all strikes
carried a strong anti-Japanese message. In the July 1927 strike, students of
Hamhung Public High School issued the following statement to the school
authorities demanding the removal of three Japanese teachers:

Not only these teachers, but the rest of the faculty are merely preaching
the superiority of Japan and the inevitable disappearance of Korean
people. We do not regard this as a true education which would satiate
our zeal for knowledge. For those of us who are dependent upon our
parents for school, our hope has turned to despair. Schools have become
forts; teachers behave as if they were military police and secret agents
and plant fear into our minds. We come to school every day with a feel-
ing that we are falling into a hole. As Pestalocci showed, educators
should educate students transcending national boundaries, based on

a humanitarian spirit.*

In addition, students were challenging parochial discrimination by way of
universal principles, such as equality and human rights, which they had
gained through colonial education, a clear contradiction of colonialism.
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Student strikes continued throughout the 1930s. There were 107 strikes in
1930 and 102 in 1932, but as Japanese pressure and surveillance on students
became more severe after the Manchurian invasion, the number began to
decline, decreasing to 36 in 1935.* In the first half of the 1930s, students
adopted the new strategy of establishing secret organizations, most of which,
regardless of ideological orientation, were composed of high school students
and graduates. It is likely that communist organizational skills, such as strict
discipline, impersonalism, and secret contacts, were used by socialist and
communist-oriented students in organizing secret organizations, but even
nationalist-oriented students had to go underground because of heightened
colonial control and surveillance of all organizations, communist or not, since
the last half of the 1920s. Among so known secret organizations, 43 were
organized around high schools. The same trend continued in the second half
of the 1930s. Thirty-three out of 34 known secret organizations were organized
by high schools all over the country.”

One regional situation and one specific organization will illustrate how
secret organizations were formed and operated. The regional example is of
Kyongsangbuk-do (Northern Kyongsang Province), between 1928 and 194s.
There were 1 cases of secret student organizations that were suppressed by
the police; their members were later prosecuted and sentenced (see table 2).
Five different local high schools were involved in the Taegu student secret
organization. The case became known to the outside world in 1928, when the
police arrested 105 students. The organization was started in 1927 as a secret
lecture series that nine Taegu high school students attended. After three
lectures, 15 members organized the Sinudongmaeng (New Friend Alliance);
thereafter, the group kept changing its name to secure secrecy, first to
Hyogudongmaeng (Revolutionary Friend Alliance) and again to Chogudong-
maeng (Red Friend Alliance). Ideologically communist in orientation, this
organization was dedicated to the anti-imperialistic struggle against Japan.*
The local example was the arrest of twelve members of the so-called Sang-
nokhoe (Evergreen Group) of Chunchon High School in 1939. All were grad-
uates of Chunchon High School, all but one were classmates, and all were
from either the same city or province. The main charge against them was
organizing a secret organization and a reading group to promote nationalistic
spirit through reading books and discussions. After four classmates agreed to
start the organization, they recruited their junior students at the same high
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school. All were sentenced to jail terms from one and a half to two and a half
years for violation of the Public Order Maintenance Law."

A regional analysis tells us that in most cases secret organizations were
formed by a single high school but rarely by several schools jointly. In the
case of the Sangnokhoe, it can be surmised that personal connections based
on trust were the link rather than schools themselves. The data show that
none of the secret organizations could last long under the watchful eye of
the colonial police. Most organizations were small in scale, ranging between
two and 40 members, so as to evade surveillance of the police, and most were
started by classmates of the same year, again to secure trust. Thus, even
though they were dealing with national and international issues, their regional
backgrounds were narrow and uniform. When these groups were forced to
limit membership to close schoolmates, they inevitably took on a local or re-
gional focus—yet another aspect of the colonial paradox.

Placed in a wider perspective, the institutional significance becomes
clearer. The colonial situation in Korea was an environment in which asso-
ciational, publication, and speech activities were severely limited by various
regulations, such as the Police Law, the Domestic Security Law, the News-
paper Law, the Publication Law, the temporary order for carrying subversive
documents, the Assembly Order, and so on. Violations of the notoriously
restrictive Domestic Security Law, which covered political activities, in-
creased substantially.”® Under such circumstances, modern associational
groupings were rare, and it was difficult to find large-scale social units as
sources of identity. As Henderson remarked, “Underneath the top level, the
long history of Japanese surveillance with its war finale worked its own will on
the form of those organizations outside governmental mobilization. The Jap-
anese were superbly informed and had excellent distribution of information
within their hierarchies. Korean groupings were in constant fear of infiltration
and discovery. In self-defense, the small group, the friendship circle, the gang,
sworn in brotherhood, became the social unit.”*

High school ties cemented under colonial rule added special meaning to
the fact that students shared these formative years in their lives. They also
shared a sense of mission, aspirations, frustrations, and guilt about what they
could or could not do about their colonial situation, regardless of whether
they participated in the secret student movements. Furthermore, given the
limited sources of identity foundation outside school, solidarity based on



TABLE 2. Secret student organizations in Kyongsangbuk-do

NUMBER
TYPE OF DATE OF OF

SCHOOLS GROUP ARREST ARRESTS
Taegu High School Taegu Secret April 6, 1928 105

Taegu Commerce
Vocational School

Taegu Agricultural
High School

Taegu Middle School

Private Kyongnam school

Student
Coalition

Kydngbuk Taegu Normal Teacher and January 26, 1932 37
School student secret

association
Kydngbuk Provincial Secret March 30, 1933 6
Normal School organization
Kyongbuk Uisong Secret August 28, 1933 2
Primary School organization
Kyongbuk Public Red Students ~ December 2, 1933 27
Agricultural School Vanguard
Kyongbuk Taegu Normal Tahyok Party August 1, 1941 300
School study group
Kyongbuk Taegu Normal “CareFree June 29, 1943 2
School Garden”
Kydngbuk Taegu Public Taeguk Dan May 23, 1945 36
Commerce School
Kyongbuk Andong Public Korean March 1, 1945 41
Agricultural High School Independence

Restoration

Study Group

Source: Kydngsang-buktosa P’yonch’an Wiwonhoe, Kydngsang-buktosa, 457.
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common school experiences and locality became a much stronger basis for
trust and mutual help. In this regard, it is important to note that even local
landlords tried to establish school networks to protect their own interests.”
The suppression of nationwide student organizations led to the gradual
narrowing of the organizational and political space for anti-colonial resis-
tance. The fact that general and universal issues had to be discussed in secret
local organizations illustrates the important theoretical point of colonial dis-
equilibrium: colonial control produced students with modern knowledge who
had to rely socially on very restricted school and regional ties to express their
views. This case also points out the dangers of monosectoral analysis because
it illustrates dramatically how colonial modernity combined with the need
for control can bring about one consequence in one sector and a different
one in another. Within the concept of colonial space, Korean colonial edu-
cation started as a part of crs, then challenged csus, and finally ended up
in css with the institutional legacy of social relations based on high school
ties. The long-term implications of this transformational dynamic can only
be understood in conjunction with the consequences of colonial control.

YANGBAN AND COLONIAL RULE

Both nationalistic and revisionist interpretations share the perception that
Korean society underwent many changes as a consequence of the introduc-
tion of new institutions and policies under colonial rule. Important institu-
tions and policies were the introduction of new administrative mechanisms
such as the mydn (the lowest unit of administration), the land survey, new
agricultural cultivation techniques, the new school system, industrialization,
and urbanization. Among them, the impacts of the land survey were the most
far reaching: land with ambiguous or disputed ownership was transferred to
state ownership, further impoverishing the peasants and creating more mi-
grant workers. The nationalistic approach highlights the exploitation and
destruction of traditional cultures, whereas the revisionists emphasize de-
velopment. Conspicuously absent in both interpretations, however, is any
characterization of what survived these changes after colonial rule. After all,
Korean society remained predominantly rural in terms of economic and pop-

ulation structures at the end of colonial rule: in 1938, 85.5% of the Korean
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population lived in rural areas, and agriculture accounted for 46.4% of the
economy.” Those tenant farmers who could not be absorbed into industrial
sectors remained in the rural villages.> How are we to understand this vast
portion of the population in social and institutional terms?

Many studies have focused on the economics of the landlord-tenant rela-
tionship as it affected this majority of the Korean population.” There is no
denying that this relationship was important to the survival of tenant peasants.
But although their suffering was from time to time expressed in the form of
landlord-tenant disputes, for the most part peasants had to endure and abide
by the larger institutional mechanisms that the landlords and the colonial
power jointly created and maintained. Those mechanisms were reinforced
by the traditional family system that the yangban landlords perpetuated. For
this reason, both the changes in and continuity of the Korean family system
cannot be understood adequately without considering the adjustments that
the old ruling class, the yangban, made in the context of the village. At the
same time, the colonial power’s strategy with regard to the traditional family
system should be taken into account.

The yangban class had been disintegrating as a cohesive group since the
late 19th century due to the limited land and the increased wealth of
non-yangban class. Its decline manifested itself in a further “yangbanization”
of society. For example, in the Taegu region at the end of the 17th century,
yangban, commoners, and untouchables constituted 8.3%, 51.5%, and 40.6%
of the population, respectively; in the middle of the 1gth century, they were
65.5%, 32.8%, and 1.7%, respectively.” This drastic enlargement of a once-
exclusive status effectively meant a “cheapening” of status value. Ofhcially, the
yangban system based on official positions and land ownership was abolished
in the 1895 Kabo Reform, and colonial rule arrived in the midst of status
confusion. With the weakening connection of the yangban to the land,
middle-class people and the commercial class began to emerge as new land-
lords. Thus, the extent to which the old yangban survived as landlords is very
important in understanding the continuity of yangban domination during
colonial rule. One survey shows that during the colonial period, 73.8% of the
large landlords came from the yangban class, demonstrating a high rate of
successful adaptation to a new situation, whereas commoners and merchants

constituted 17.1% and 7.3%, respectively.” But because many official titles
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were bought up at the end of the Yi dynasty, the non-yangban proportion
could have been much higher than 25%.

Thus, Korean colonial society can be characterized as undergoing a con-
fusing shift in that the yangban were politically meaningless (at the central
level), surviving economically but undergoing shocks, yet socially still influ-
ential, as one Japanese source described: “With annexation, the old status
differentiation was abolished, and the trend is gradual disappearance of class
distinctions, but the yangban, who used to enjoy privileges and respect, are
still respected, maintain influence, and are scattered around various places
in the local areas.” Because social categories and economic categories fre-
quently did not match, the colonial authorities used both economic and
social categories in approaching Korean colonial villages: landlords versus
tenants, on the one hand, and yangban villages versus commoners and other
types of villages, on the other.”

The degree to which the concept of yangban ceased to function differed
widely depending on the area. At new schools, for example, the concept was
rapidly fading.”® Many public high schools kept detailed records of their stu-
dents’ status backgrounds until the 1930s; thereafter, economic criteria be-
came more important. Following our concept of colonial space, it can be
surmised that in crs the disappearance was faster, while in csus and c¢ss it
was quite slow. From the perspective of young students, for example, their
world must have been confusing enough: at school they learned modern
knowledge, and in the village, their identity was traditionally defined by
which family they belonged to. The yangban landlords in the villages through-
out Korea maintained this notion of the Korean family.

The phenomenon of yanghan resilience is well documented by many Jap-
anese sources. Most often cited is the extent and persistence of clan villages
and extended families during the colonial period. One study pointed out that
Korea, unlike China and Japan, was unique in the predominance of clan
villages, which numbered 15,000 in 1940.” The extended family was an im-
portant component of these clan villages. Usually large, up to more than 20
members, the extended family was based on strict patriarchal power and
blood ties; in 1930, the number of extended families was 4,747.9 These clan
villages and extended families underwent many changes as a consequence

of economic changes and war mobilization during the 1930s and 1940s, but
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they did not disappear completely—not surprising considering the size of the
rural population at the end of colonial rule.

These clan villages were under the strong influence of yangban landlords
because they had been established by prominent yangban several centuries
earlier. Clan villages were viewed as conducive to the colonial rule by the
Japanese authorities. Although clan villages had negative aspects, such as
exclusiveness, conservatism, and concealment of crimes, these demerits were
outnumbered by their merits: unity based on clear leadership, progressive
education, facilitation of agricultural policies, and kye (“rotating mutual
help”).%" In short, “clan villages are excellent self-governing entities.”®* This
reputation did not come without some effort from yangban landlords, who
were actively involved in local political, administrative, and economic affairs.
The yangban served on various advisory committees and associations related
to schools, forestry, the Red Cross, fire stations, and farmers’ associations and
were leading members of financial institutions and myon chiefs. They utilized
their positions to strengthen their status in clan villages by promoting clan
activities, such as clan assembly and the publication of books on clan
genealogy.®

The yangban contribution to clan organizations served several purposes.
First, it protected yangban interests in that the trust they gained helped them
to play an intermediary role between the colonial power and the villages,
thereby enhancing their status in dealing with the colonial power for their
own gain. Second, their activities took on a facade of preserving Korean tra-
dition and a quasi-anti-Japanese outlook and also consolidated clan cohe-
siveness. And sometimes they performed social welfare functions that were
not available outside clan villages. It is no wonder that one Japanese visitor
in 1922 observed that “looking at the mydn system, one cannot but feel that
there is a clear confusion between Korean tradition and the new colonial
system. Although I have not visited many places, it is impossible to deny that
myon officials are members of the big extended families of the local areas. It
is especially so in the southern part of the country. Changing local decen-
tralization into clan-based decentralization is against the true spirit of the
mydn system.”®*

The yangban landlords’ adaptation strategies may not have been possible
without the colonial authorities” judicious calculations as to how to treat
Korean traditional institutions. The colonial authorities chose landlords as
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their social base, and the overlapping of landlords and the yangban class
meant that the colonial authorities already permitted the continuity of the
tradition in the service of economic interests.” In fact, the colonial authorities
were extremely cautious about changing Korean customs, being wary of pos-
sible reactions and resistance from conservative forces in Korea. Therefore, they
decided to take a gradual approach that was particularly visible in the intro-
duction of new civil codes. Thus, except when absolutely necessary, Korean
customary laws were permitted to continue.* The core elements of the Korean
family system prohibited the changing of family names, marriage between a
couple with same family name, and the adoption of a child with a different
family name from the adopter. Attempts were made to change these statutes
in 1940, but no fundamental changes were made to the old system.”’

There is much evidence to support the notion that Japanese colonial au-
thorities had decided to take advantage of the old system to maintain control.
According to one contemporary Japanese account, the village Alliance for
National Mobilization, ku (subunits of mydn), and various gye organizations
were based on village organizations that were frequently part of, or related
to, clan organizations; in many cases, one person occupied multiple leader-
ship positions in these organizations. In ku meetings, village elders and Con-
fucian scholars were invited and seated ahead of officials.®® Also, in the
selection of village leaders for the New Guidance for Villages project, family
background was the second most important criterion. Those with yangban
family background were preferred.”’

FAMILISM IN COLONIAL KOREA

Average peasants other than the yangban landlords and those who went
abroad or migrated to Manchuria had to survive mostly in the context of the
extended family, and there are several reasons why they remained family
centered under colonial rule. First, near-complete lack of alternatives meant
that agriculture became much more labor intensive and thus demanded more
family cooperation. The whole family, including children, had to work to
survive: “In early spring poor peasant children had to plough, care for the cows,
fertilize the crops, and feed the animals, all tasks forcing them to work so
hard their bones did not grow straight. They could not go to school and had
to spend their life illiterate.”” Second, social welfare was poorly developed
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under colonial rule. Unlike in Japan, until 1944 emergency aid in kind and
supplementary support were made only to those in need who lacked a family;
therefore, family members had to support one another.” The customary range
of support was extensive, reflecting the extended family system: parents,
grandparents, spouse, sons, daughters, grandsons and granddaughters,
brothers and sisters, first uncles and aunts on the father’s side, nephews and
nieces, cousins, second cousins, grandparents on the mother’s side, and wife’s
parents, in that order.”

Another reason for the reinforcement of the family system among peasants
was education. It is well known that Korean families sacrificed whatever they
had to educate sons (especially the eldest son). During the colonial period,
families below middle peasant status had a difficult time supporting even
primary school attendance, unable to pay even 1 won a month for education.”
Thus, they were frequently in debt. The other side of the coin was the per-
ception of success. If one family member was successtul after finishing his
education, the success was regarded as that of the whole family, and the suc-
cessful person was obligated to support the family. One Korean author of the
19208 commented that if one received an education, he could make money,
achieve power, and let his family’s name be known to the world: his family
could enrich itself through his influence.”

Thus, for the average poor Korean peasant, village life during colonial rule
probably meant that politically he had to be silent, economically he had to
suffer under tenancy, and socially he could not liberate himself from the
village-wide clan order and close family obligations. While he might have
heard or read about (if he received an education) the outside world, in reality
he was confined to his narrow village boundaries, feeling a great gap between
the cognitive world and the world that he actually experienced because his
radius of travel was limited. As modern Korea historian Andrew Grajdanzev
notes, “The per capita annual average number of trips in Korea in 1937 was
2.1; that in Japan was 25.1, twelve times as many. If only 69,000 workers com-
muted to work every day, 341 days a year, this would account for the 47 million
trips made in a year. This clearly shows how little the life of Koreans is af-
fected by the railways. It is interesting to note that the average fare paid by
passengers in Korea was 78 sen as compared with 22 sen in Japan.””

The Japanese colonial authorities clearly decided to promote their eco-
nomic interests by not disrupting the traditional authority structure and family
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relationships they encountered in Korea. In fact, they exploited the preexist-
ing social structure. This strategy is in marked contrast to the serious discus-
sions underway in Japan about how to redefine the status of the Japanese
family in line with pursuing modernization tasks since the early Meiji. The
main issue was to what extent modern Western elements could be incorpo-
rated and, conversely, how Japanese traditional bushi (samurai) family norms
and systems should be retained. At the end of this long deliberation, the final
decision was to retain the basic tenets of the Japanese household unit—
namely, the ie—as the first and fundamental element of Japanese society.”
Further discussions involved how to reflect these values in schools. The so-
cial and economic status of the family was constantly revised and redefined
to cope with new tasks, such as the labor movement and ideological currents.
In short, family issues in Japan were viewed as a part of broader sociopolitical
issues in redefining Japanese tradition.” This discussion started in 1870, and
after two decades of preparation, a new civil code was finally put in effect in
1890. In contrast, no such discussions took place in colonial Korea, largely
because maintaining the old system was beneficial in securing Japanese
economic interests and control. For the Korean people, maintaining family
traditions was regarded as an act of passive resistance to the colonial author-
ities. So, there was neither a conscious effort to change the family system, as
there had been in Japan, nor, thanks to the colonial situation, any sponta-
neous flow of economic change into family structure and functions, as there
had been in England. In short, the Korean family system is a case of colonial
non-change par excellence.

POSTCOLONIAL AND POSTWAR KOREAN SOCIETY

After colonial rule, the Korean War (1950-53), as with other wars, provided
forced opportunities for mobility as people were separated from the comfort
zone of their villages and towns to mingle with those from other regions. It
was especially so with soldiers who were drafted into the military and war.
Also, land reform undermined the economic foundations of the former
yangban and landlord class. However, that did not mean that they did not
exercise influence at local levels. Based on their superior educational back-
grounds, they were able to make their presence strongly felt in local and
national elections. They thus were able to incarnate “re-traditionalization”
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of the past practices of maintaining familism at the local level.” Economic
and political situations did not allow clan organizations to maintain their past
pattern of solidarity based on land ownership and political influence. After
the Korean War, clan organizations were considerably weakened, but they
did not lose control altogether. They were able to gather their own strength
by taking advantage of new political opportunities such as local and national
elections.

For average people, life after the Korean War was hard, even for daily
survival. Many people were dislocated during the war, especially those who
came from the North to the South. However, in an economy without much
industrialization most Korean people resided in rural areas. Even when they
had to migrate far from their home turf, they ended up either in other rural
areas or in impoverished urban settings. Although it was similar in rural areas,
people in urban settings were especially left without state protection and
mostly lived as nuclear families on a daily basis, although their perception of
the family still remained broader than just the nuclear family. Politically they
were put into a situation in which they had to directly confront bare state
power without any intervening organizations mediating between themselves
and the state.

Socioeconomically, Koreans were helpless in the absence of outside sup-
port, further reinforcing a family orientation whereby the sense that the fam-
ily is the last resort for survival was quite salient. Of course, in this new type
of familism, the scope of the family considerably narrowed to one close to
the nuclear family. Although villagers participated in clan-based ancestor
worships throughout the year, for their day-to-day survival they were left to
fend for themselves. As such, the conception of family was differentiating in
that the looser sense of a clan system and the stronger solidarity among im-
mediate family coexisted. In this context individuals’ identities were not
strongly established. Rather, individuals lived with a strong sense of being a
“family individual,” indicating a strong sense of collectivity. It is no wonder
in this context that family was the strongest source of trust, as one survey
result showed. For example, to the question “whom do you trust most?” 53.8%
of the survey respondents said it was immediate family, and only 14.2% said
it was a neighbor.”

The nature of familism can be characterized as a result of passive adjust-
ment to a new environment during and after the war. Many people experienced
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ideological division within the family as well as villages. Villagers had little
choice but to trust family. Through this experience, the conception of family
entailed a limited one, based on blood, which presumed mutual support for
survival. In this sense, this sociocultural pattern of sociability can be under-
stood as neofamilism. This new type of neofamilism took on a more negative
quality in that rather than being based on community cooperation and mo-
ralities, it focused on securing the maintenance and protection of narrowly
defined family interests.

However, Korean society in the run-up to the 1960s was not one based on
fixed structure but rather one based on relationships. This is largely due to
the colonial legacy of the blockage of social changes in one area from spilling
over into other areas. For instance, due to the suppression of labor unions
under colonial rule, economic changes did not significantly affect changes
in labor and society in general. This aspect of colonial rule had a profound
impact on the post-liberation Korean society. Liberation for Korean society
meant liberation from the imposed colonial modern facade rather than inter-
nalized modernity, and with liberation Korean society released suppressed
feelings against the colonial power, as expressed in spontaneous violent erup-
tions and group conflicts.

To be specific, about 80% of the population was engaged in agriculture in
the 1950s. The land reform in 1952 brought about the shrinking economic and
political influence of landlords and the yangban class, which in turn resulted
in weakening of clan organization. However, as local election results indi-
cated, the political influence of yangban and landlords did not completely
disappear. Their social influence was quite considerable, to the extent that
they were able to maintain social distance from underprivileged groups, such
as former commoners and untouchables, through marriage among them-
selves. In the 1950s, marriages occurred mostly within the same village or
adjacent ones, and thus mobility was limited. Economic activities were also
limited to cooperation among relatives and family members.* Those who
could not make a living in rural areas, those who were not inheritors, and
northerners who came to the South flocked into Seoul. In consequence of
the land reform and Korean War, the number of extended families (families
with more than three generations living together) reduced from 30.4% in the
entire population in 1930 to 1% in 1955. The number of households with fewer
than 10 members increased to 88.7% from 67.3% in 1930. However, this change
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did not mean that the influence of the traditional family disappeared com-
pletely. Due to a weak social welfare system, strong educational aspirational
hopes of parents for their children remained strong, based on familial ties.
Nuclear families in urban areas and those migrants from rural areas still main-
tained ties with a base in their hometowns.”

Overall, until the 1950s Korea experienced a low level of economic
differentiation, while politically and culturally Korean society remained
largely unchanged. There did not exist a strong ruling class that could resist
the strong state or exercise influence over it. Only groups based on school,
regional, and blood ties contended for access to the state. Opportunities for
economic and social mobility were quite limited, and most people lived in
poverty. However, individuals” high aspiration for social mobility—the
achievement of which would depend on neofamilial connections—were

dormant and ready to erupt given the opportunity.

Colonial social changes are closely related to colonial control, causing co-
lonial disequilibrium in which the social implications of change in one area
are not fully played out in others. The concept of colonial space emphasizes
how problematic it is to apply fixed conventional sociological concepts and
categories to the colonial situation. The inherent contradictions within the
new Korean educational system introduced to facilitate colonial rule caused
students to challenge the colonial authorities, and the coercive responses of
the colonial authorities in turn brought about unexpected social solidarity
among a narrow school-based elite. In addition, the Korean traditional clan
structure and family system were used to promote the interests of the colonial
authorities. These cases clearly show the unsatisfactory nature of mono-
sectoral analysis; we need to think instead about how changes in one sector
affect the interspatial priorities set by the colonial power. The cases also
show how difficult it is to make predictions about social change under colo-
nial rule.

This chapter’s analysis also leads to the following observations. First, from
the perspective of traditional institutions, what is truly colonial is to deprive
indigenous people of opportunities to invent traditions. Second, as such, the



The Colonial Origins of Neofamilism 59

ways in which Korean traditional institutions were approached were incon-
sistent, uneven, and partial, as inventing tradition under the colonial rule was
largely done for purpose of colonial control. What is truly colonial was that
there was no systematic approach to reviewing and inventing traditional in-
stitutions and values. Consequently, results of efforts to invent traditional
institutions varied from unintended consequence, transformation, confusion,
and abolition.®? The colonial approach to Korean traditional institutions left
consequential legacies in the postcolonial Korean society, including the fail-
ure to invent Korea’s own tradition by its own leading group, such as yangban;
the confusion caused by the colonial power in which it was not easy to iden-
tify Korean traditional institutions and values; and the pervasive perception
that undifferentiated sticking to traditions was regarded as a way to preserve
Koreanness. Also, the breakdown of the yangban, as the leading group in
Korean society prior to the colonization, entailed the absence of a coherent
group that would lead the discussion of what constituted Korean traditions.
Such postcolonial confusion was further aggravated by the premature impor-
tation of Western institutions and values because of Korea’s incorporation
into the Western world upon liberation in 1945. Korea’s industrialization was
implemented in the midst of such a complex historical background in which
the top leader and Korean society had difficulty in identifying their traditions
or tended to view traditions as something older, prior to colonial rule.®
Last, and most relevant to this study, are the theoretical and practical im-
plications for postcolonial Korean society. We need to know, for example,
how the institutional legacies of the colonial era have interacted with Korean
patterns of economic development. Korean politics is played out in the re-
gional arena; ownership of the Korean chaebols is notoriously monopolized
by families; and most elite behaviors are based, as in the colonial era, on high
school ties. Furthermore, high school ties are intrinsically regional, and the
importance of the locality-bound family has serious implications for regional
identity, especially given the scarce sources of multiple identities. High
school ties, strong familism, and regionalism were the main sources of social
trust at the time of liberation and provided the social conditions for the state-
led economic development of the 1960s. Korean society was anticipating the
emergence of “neofamilism,” which developed during the economic devel-

opment of the 1960s and 1970s from the interaction between the state and
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the social legacies of colonial rule. Thus, the social legacies of colonial rule
led to path dependence in the course of postcolonial social and institutional
development.® This is why we need to carefully trace the colonial sources of
the present phenomenon of neofamilism and how they have interacted with
Korean economic development rather than simply impose Western socio-
logical categories on Korean society.
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Park Chung Hee, a lieutenant general with a complex personal history,
came to power through a coup d’état in 1961. Born in 1917 as the last of seven
children to a poor family in Kumi, a town in the southeastern region of the
Korean Peninsula, he grew up under the Japanese colonial education system.
He attended Taegu Normal High School, which trained elementary school
teachers, and afterward entered the Manchurian Military Academy, which
was run by the Japanese government. He also completed a short training
course at the Japanese Military Academy in Japan and was appointed an of-
ficer in the Japanese army.' At the end of colonial rule, he reentered the Korean
Military Academy and became an officer. He was soon thereafter implicated
in the Yeo-Soon revolt in 1948, a communist-instigated uprising, and was re-
leased from active service. With the help of his military cohorts, he remained
in the military as a civilian until he was reinstated in 1949. Park held a deep
distrust toward and contempt for civilian politicians of the time for their cor-
ruption and cliquish behaviors and planned a military coup in 1960 but had
to postpone due to the student uprising in April 1960 against election rigging
by the Seung Man Rhee regime in March of that year. The Chang Myon
regime, which came into power after the ouster of Rhee, could not exercise
strong leadership, leaving the political situation extremely unstable. Park
masterminded and successfully launched a coup d’état in May 1961 and took
over the chairmanship of the Supreme Council for National Reconstruction.
The military Junta issued the Six-Point Revolutionary Pledge to Korean
society, the main themes of which were strong anti-communist posture, anti-
corruption, strong commitment to economic development to overcome pov-
erty, and pro-Western orientation.”
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ECONOMIC BACKWARDNESS AND INFERIORITY

Park’s sense of Korea’s backwardness was grounded in his negative view of
Korean history. He lamented that despite good natural and human endow-
ments, the country had not been able to exert a visible international pres-
ence, largely due to domestic problems: “It is five thousand years since our
founding father established the fatherland. Our nation is based on one of
the few pure races in the world, but our history has been one of internal
division, mutual hatred, and conflict in the midst of poverty and idleness.
Although sharing pure blood, God-given land, and unique culture, we have
not been able to establish a nation worthy of the name. Reflecting upon our
past, our history has been one of insult and bloody tears. How could such a
nation have dared to look outside?” His view of 20th-century history high-
lighted the loss of independence and loss of self-reliance in economy and
culture: “Our history beginning with the 20th century had been one of hostile
external environments and currents, colonization for 40 years, import of
decadent culture since the end of World War 11, the Korean War and
consequent confusion, poverty, and two revolutions . . . This disgraceful
half-century of our history witnessed offenses against our good customs and
ideological and political confrontation, lavish spending and waste, idleness,
vanity, mutual hatred, and jealousy, which all gave rise to a society of insta-
bility and emotional harshness.”

Finally, Park addresses the psychological and social impacts of this nega-
tive history: “The masses, due to prolonged suffering, turned into expression-
less semi-slaves and passive human beings who are used to idleness after
many years of living with sadness and resignation. The pattern of land own-
ership that had dominated Korea throughout history dampened the idea of
private ownership and dried up desire for reconstruction.” Park’s negative
view of Korean history and sense of national backwardness started with his

observations of the domestic situation:

Our five thousand years of Korean history from the Old Koguryo
period through the Three Kingdom Period, the Unified Shilla, the
post-Three Kingdom, the unified Koryo to the Yi dynasty of five
hundred years were one of retreat, unsophistication and stagnation.
When did we ever dominate others by crossing the border, seek for
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reforms and change by bringing in ideas and materials from abroad,
demonstrate and extend our unified power to the outside and exalt
our autonomy through special industries and culture? We have been
pushed and purposelessly assimilated into foreign cultures and could
not make an inch of progress from the primitive economy. We spent
most of our time on fratricidal infighting. It was a history of microcosm
of the feudal society which was characterized by idleness, remissness
and stagnation.®

He goes on to highlight Korea’s relative backwardness vis-a-vis specific
regions and countries, particularly in comparison to Western Europe:

What did our ancestors do then? At the end of the Chosun dynasty,
factional struggles among Yanghans under Sunjong became chronic,
the court was in chaos due to the intervention of the queen’s family in
politics, and bureaucrats were frantically engaged in exploiting masses.
Peasant revolts were pervasive, the culmination of which was Hong
Kyung Rae’s rebellion in 1811. How could it not fall behind Europe?
It would not be an exaggeration that Korea is falling behind Europe
by more than 150 years. We should make a much greater effort to
catch up for the 150 years. Are we indeed determined to do so? We
should clearly remember that the rehabilitation of Germany is not
merely a miracle. | urge our people to awaken at this point.”

It was obvious to Park that Korea was falling behind Japan and that Korea
was relatively backward compared to most newly born Third World states.®
He noted, “Fortunately, our patriotic forefathers and the victory of the united
forces brought liberation sixteen years ago. However, indulged in the jubila-
tion of being independent we failed to complete a self-reliant system. Instead,
while we were wasting our time, more than forty underdeveloped countries
gained independence and joined the un. But we have not come out of back-
wardness, remaining underdeveloped and suffering from poverty, hunger and
chaos.” Finally, he pointed to social impediments to modernization and in-
dustrialization in Korean history: “It would not be an exaggeration to say that
we have lived in a particularistic society where we judge people by the level
of wealth, better education, family backgrounds of the past and the present,
religious identities and political party affiliation.™
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These lamentations are well documented in Korean political historiogra-
phy." What bears emphasizing is that Park did not dwell on the backwardness
of Korea but mentioned historical failings to heighten the sense of urgency

to move forward:”

There is no progress and prosperity in human life that can be
achieved without shedding blood and sweat. At a historical turning
point, the clouds of retreat that cover our fatherland and history
of our nation will not clear up unless we who live today make life
and death effort to free ourselves from the bridle of disgrace and

backwardness.?

One year to us is nothing but a moment in eternity. It is only a
fleeting moment. But what we can do during the time will make a
serious and critical impact on our journey to the modernization of

our fatherland."

We are facing the threat of aggression externally, and internally
we face the enormous national task of the modernization of our
fatherland. Even seconds and minutes are precious and not to be
wasted. Waste of an hour today may bring 10 years’ underdevel-
opment. Unity today may bring about a great takeoff later.”

Park’s sense of backwardness and urgency led to overly ambitious goal-setting

in economic development.

AMBITIOUS ECONOMIC GOAL-SETTING

Politically, Park was in a hurry to establish and demonstrate his political
legitimacy through tangible achievements after the military coup d’état. The
Korean economy prior to the industrialization drive was in a dire condition,
with the agricultural sector taking up 47.3% of the national economy. The
proportion of industrial production was only 12% of the entire economy, and
the bulk of it was in light industry (79%)."® Personal cnp per capita was a
meager 8o dollars. The number of production units was only 8,628, and the
number of workers was 221,000.” The Korean War further devastated indus-
trial facilities. The scale of damage was enormous: the number of enterprises
that were damaged was 10,436, 24.9% of which was in manufacturing sector.
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The total war damage in the industrial sector amounted to 40 billion won (in
current prices) and more than 4,700 buildings were destroyed, with infra-
structure damage reaching 19.8 billion won.”

Korean business prior to the mid-196os relied heavily on the state for cap-
ital and technology. The state’s influence on business had become strong
since liberation, especially through the privatization of seized Japanese-
owned properties. The scale of Japanese property was enormous: 822 Japa-
nese companies employed 59.6% of the entire workforce.” As such, enemy
properties drew interest from business sectors and beyond by using various
ties to gain access to the state. The properties were privatized without follow-
ing any systematic guidelines: personal connections and exchange for polit-
ical support were used, with prices far below market prices.”’

Likewise, foreign assistance was also allocated in an arbitrary fashion.
Between 1945 and 1961, Korea received 3.1 billion dollars” worth of assistance
from the International Cooperation Administration (1ca) and other agencies,
some 30% to 40% of the national budget.”! Along with a high level of depen-
dence of business on the state, the import substitution strategies taken by the
government worked to give rise to pervasive corruption throughout Korean
society. Import substitution strategies involved various protection measures
for the domestic market, such as differential custom rates, import licensing,
and foreign currency allocation. The supply of loans at low interest rates was
also rampant and constituted favoritism. Even before the industrialization
drive in the 1960s the dependence of business on the state and the conse-
quent corruption was well established.”

Under such circumstances Park set unrealistically high economic goals and
emphasized achieving them quickly. Ambitious economic goals can be seen
both at macro and micro levels. Park complained that the annual cne growth
during the first half of the 1950s was a meager 4% to 5%, while it was 6% for the
second part of the decade. He then set much higher goals. The planned annual
growth for the first five-year economic plan (1962-66) was 7.1%, but the actual
growth was even higher at 83%. This pattern repeated for the second and third
five-year plans: for the second five-year plan, the actual growth rate was even
higher, at 11.4%, than the planned growth rate of 7%. For the third five-year
economic plan, the planned growth rate was 8.6%, while the actual growth rate
reached 1.2%.2 Park’s sense of urgency and ambitious goals are reflected in
how quickly economic structure changed. While it took almost two centuries
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TABLE 3. Structural change of the English economy
1688 1801 1851 1901 1935

1. Agriculture 40 33 20 7 4
2. Industry 21 23 34 40 38
3. Trade and transport 12 17 19 23 30
4. Other 27 27 27 30 28

Agriculture: fishing and forestry; industry: mining, building, and manufacturing;

other: government, defense, domestic service, professions, rents of dwellings, etc.

Source: Peter Mathias, First Industrial Nation, 315.

for the agricultural sector’s share of the national economy to reduce to 20% in
England, this transformation only took 20 years in Korea. Likewise, in England
the industrial sector reached 34% of the economy in 1851 from 21% in 1688 (table
3). In the case of South Korea, the industrial contribution to the economy was
18.6% in 1961 but increased to 41% in 198o.

Park also sought to dramatically increase export volume. As tables 4 and
5 show, annual targets for export were constantly upgraded by Park’s urging,
without consideration of the previous year’s record. This ambitious goal-
setting is clearly seen in the gap between the upgraded export targets and the
actual performance. Between 1962 and 1966, with only one exception for
the year 1963, the actual export record was always below the targeted goals.**
For example, the original plan for 1971 was 550 million dollars, but it was
increased to one billion dollars at the export promotion meeting presided
over by President Park in June 1966, despite voiced warnings that this was
overly ambitious.” Testimonies of the officials who worked under Park also
lend credence to his sense of urgency: “My nickname was export minister,
and day and night I was preoccupied with the idea that export is only way to
survive, and thus put all of energy into promoting export. But then what made
all these miraculous records possible? First and foremost, it was possible due
to the faith in and determination on export promotion. Without the monthly
export promotion meetings in the presence of President Park it would not
have been possible to achieve consecutively 30% annual growth of export.”*
Park not only expressed his ambitious goals in words; they were also reflected
in his personal interventions in personnel issues and economic goal imple-
mentation that set the peculiar tones for state-business relations.
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tAaBLE 4. Changes in export goals, 1962-65 (in million dollars)

ORIGINAL PLAN CHANGED ACTUAL
YEAR TARGETS TARGETS RECORDS
1962 60.9 - 54.8
1963 71.7 — 86.8
1964 84.1 120 119.1
1965 105.6 170 175.1

Source: Sanggongbu, Muydk chinhiing 4oyon, 189.

taBLE 5. Changes in export targets, 1970-8o (in million dollars and rates

of growth)
REVISED TARGETS
PLANNED AFTER YUSHIN
TARGETS, REVISED TARGETS, REFORMATION,
YEAR AUGUST 21, 1970 FEBRUARY 20, 1072 NOVEMBER 7, 1972
1970 1,000 (42.3%) - -
1971 1,312 (31.2%) - -
1972 1,682 (28.2%) 1,750 (29.4%) -
1973 2,119 (26%) 2,200 (25.7%) 2,350 (30%)
1974 2,583 (21.9%) 2,650 (20.5%) 3,000 (27.7%)
1975 3,076 (19%) 3,140 (18.5%) 3,750 (25%)
1976 3,522 (16.7%) 3,650 (16.2%) 4,600 (22.7%)
1977 4,091 (14%) 4,160 (14%) 5,600 (21.7%)
1978 4,584 (11.1%) 4,650 (11.8%) 6,800 (21.4%)
1979 5,007 (9.2%) 5,070 (9%) 8,250 (21.3%)
1980 5,356 (7%) 5,500 (8.5%) 10,000 (21.2%)

Source: O Wonch’sl, Hangukhydng kyongje konsol, 7:487.

ECONOMIC DEVELOPMENTAL STRATEGIES AND
IMPLICATIONS FOR STATE-BUSINESS RELATIONS
AND SOCIAL CHANGE

Based on Park’s sense of the country’s backwardness, it is necessary to closely
examine state actions, business strategies, and interaction patterns between
the state and business in order to understand the social and institutional impli-
cations of state-led late industrialization. State actions include the perceptions
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of general economic conditions, basic strategies to overcome backwardness,
and specific interaction patterns between the state and business through
implementation. More specifically, Park’s specific strategies to develop the
economy and major economic policies need to be analyzed in terms of their
implications for social change.

What set Park apart from the previous regimes in South Korea were his
personal interest and involvement in economic development.” Park’s strong
interest in economic development lies in part due to his general sense of the
country’s economic backwardness and inferiority and urgency, but it was also
politically motivated in that because he took power by military coup, visible
early economic achievement would consolidate and enhance his political
legitimacy. However, given the corrupt and small-scale economy based on
import substitution, Park was deeply concerned that Korean business was
not up to the task of rapid industrialization in terms of the size of capital,
management styles, and strategic capability and thus thought the state
should provide the business sector with detailed plans and incentives. This
strong commitment to and anxiety over business success set a general tone
for economic decision-making and implementation. Such a protective pos-
ture over business also gave rise to a peculiarly close relationship between
the state and business in Korea, which in turn had serious social and institu-
tional consequences.

Park’s prioritization of rapid economic development was put into specific
economic plans.”® The most consequential strategy for rapid economic de-
velopment was the adoption of export promotion in the early 1960s.%’ Export
promotion strategy was a clear departure from the import substitution strategy
in the 1950s under the Rhee regime, and its social implications were, accord-
ingly, quite different. Principally, export promotion strategy contrasts with
import substitution strategy in economic opportunities, the state’s role, and
the degree of interaction between business and the state. With import sub-
stitution strategy, the market is primarily limited to the domestic sphere, and
business opportunities thus have less potential for expansion. Naturally, the
number and scale of business and workers employed in industrial sectors tend
to be less under import substitution strategy than under export promotion
strategy.®” As a limited number of business enterprises compete for the do-
mestic market, competition is fierce and businesses seek state favors even

through illicit means, which tends to give rise to frequent corruption.” Due to
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a smaller scale of business, however, the scale of corruption under import-
substituting industrialization (1s1) may be less than in economies under
export promotion. The social impact of economic policies is also limited as
fewer business enterprises compete for state favors.

Along with greater dependence of business on the state, 1s1 strategies
taken by the government led to pervasive corruption throughout Korean
society, although not at the scale seen in an economy based on export pro-
motion. The 1s1 strategies involved various protection measures for the do-
mestic market through such policy tools as differential custom rates, import
licensing, and foreign currency allocation. Also, the supply of loans at low
interest rates was rampant, and the fierce competition to get such loans
engendered favoritism, as interest rates in the curb market were much higher
than state-sponsored ones. Even before the industrialization drive in the
1960s, the dependence of business on the state and the consequent corrup-
tion was well established.

However, under export promotion strategy, business and job opportuni-
ties proliferate as the market expands to the international level. Thus, com-
petition under export promotion strategy is not necessarily a zero-sum game
around the domestic market. As such, economic policies have a much wider
scope than those of 1s1; they involve a larger number of enterprises and thus
a larger portion of society. The state is much more open to society under
export promotion than under import substitution, due not only to increase in
business enterprises but also to much-expanded state activities. More import-
ant, participation in international markets through export sets certain stan-
dards in business behaviors, particularly in dealing with the state.” In provid-
ing state subsidies to business, the state can base its decisions on export
records, an objective criterion for achievement. As under 1s1, business com-
petes for state favors—but the degree of arbitrariness is bound to be more
limited, because export based on the international market sets limits to cor-
ruption, as business cannot easily control international market prices.

The problem that Park faced in promoting exports was that Korean indus-
tries were not ready for export in terms of scale and marketing capability.
Thus, the state prepared extensive economic developmental plans in which
the government and business closely cooperated, although “the principal
engine” was private enterprise.” The state’s perception that business is weak
led to detailed measures to promote industries that could compete on the
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international market. The state’s attention to enterprises to ensure their suc-
cess did not stop at the level of initiation but extended to the resolution of
possible operational problems. Timely intervention by the state was crucial
in case enterprises face crisis, as one official who was closely involved in

industrial policies remarked:

Even after factories are built and start operation, the government
needs to actively support them whenever they are in crisis. Without
governmental support, factories in late industrialization countries
cannot survive and need to be supported through various means,
such as administrative guidance and measures and new legislation.
Timing is critical in rendering support. Timing in the development
of industries in late industrialization is like treating patients in an
emergency room. Wrong timing is the same as seeking medicine for
patients after they are dead. In Korea, monthly economic reports,
export promotion meetings, and quarterly reviews of economic per-
formance are prepared to monitor the economy. Also, the state head
makes it a rule to attend ministry briefings at the beginning of the
year and participates in-person in directly revising, supplementing,
and supporting policies. There is no country in the world that takes
more timely, strong, and effective measures for business than South
Korea.™

The following testimony of a former official at the Ministry of Commerce
and Industry (mc1) clearly indicates how the state perceived the capability of
Korean business to compete on the international market when preparing

development plans:

0: | heard that business people came to your ministry to ask for
guidance in preparing business plans; what was the level of business
in preparing plans and strategies?

A: Whether big or small business, their level was quite below that
of bureaucrats. They were not in a position to conduct plans on their
own. They could not catch up with ministry officials, and they asked
state officials to guide them.

0: How did they regard the ministry’s policies?

A: They just followed state policies, as their level of knowledge on
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market management and access to technology is low. They followed
the instructions of the minister, vice-minister, and doctorate holders in
the ministry who had broader knowledge. Institutionally and adminis-
tratively, business was completely dependent on the state, as business
was not capable of planning. The role of business was to follow the
state. The Ministry of Commerce and Industry was to play the roles

of ceo and adviser and the role of business was just to follow it.”

The state’s perception that business was not ready for international compe-
tition led to various far-reaching supporting measures for business, including
in the areas of taxes (6), tariffs (5), financial incentives (1), and others (17).3
In addition, many administrative incentives were adopted, such as special
economic zones and utilities.” The fact that the state was ready to support
business with so many incentives laid the foundation for close state-business
ties, which was unique to Korea.

Prowess in exporting became a necessary condition to do business in
Korea, as it guaranteed the government’s support. Export policy was nothing
but export support policy.® This had serious social and institutional implica-
tions. Under this broad export-first principle, bureaucrats of relevant ministries
held consultative meetings with businesses and requested their cooperation
while also offering various inducements, such as loans without letter of credit
to cut export time and lowering consumption and corporate taxes. What was
so distinctive about the Korean style of supporting business was that govern-
ment export promotion measures were targeted not at industries as a whole,
but at specific firms or enterprises within industries.

The enterprise-based approach to development refers to policymaking
and implementation that targets specific companies. Due to limited financial
resources, budgetary constraints, and shortage of foreign currencies, the state
cannot take a comprehensive and balanced development approach where
major industries are developed simultaneously. Instead, the state prioritizes
industries in terms of early and visible success. Once certain industries reach
a certain level and scale of export success, the state moves on to other indus-
tries. In the case of Korea, capacity to export was regarded as an important
criterion in prioritization of industries. This targeted development strategy is
based on the assumption that in countries where business cannot decide its
own direction, due to lack of scale, know-how, and finance, the state ought
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to set the direction and provide means for development. The state decides
which chaebols are to be awarded licensure of certain factories to be built,
sets priorities for development, and prepares financial plans and measures
to protect them after they are put into operation. On the specific process of
enterprise-based approach to development, one former official remarked as
follows:

“Without export no support” will be the guiding principle. Those
companies that cope with export targets will be supported and those
that cannot will be excluded from support. As such, support should
not target industry but specific companies. The number of companies
to be supported was to gradually expand rather than start with a large
number of companies. Once selected, companies are supported fully
as long as they continue to export. If capital is needed, they will be
supported either with Korean currency or with foreign currency. The
state and business need to be one entity. Businesses will be exempt
from tariffs for imported materials that are to be used for export.
Interest rates will be lowered. Operation funds will be sufficiently
provided. Technical support will be provided free of charge. Inspec-
tion tour abroad will be permitted. Finally, when export targets are
met, there will be reward with medals and commendation.”

The modes of applying incentives adopted by the Korean government gave
rise to distinct state-business relations that had serious social implications.
Incentives can be either positive or negative—providing or withholding vari-
ous material incentives, respectively—and can be applied either consistently
or arbitrarily. Largely due to the sense of urgency and the need for rapid eco-
nomic change, the Korean government’s approach to distributing incentives
was arbitrary.®

The enterprise-based approach was closely related to the state’s (i.e.,
Park’s) protective view of business: that rapid industrialization would not be
possible without the state’s direct role in planning, implementation, and pro-
tection measures. On this a former official at the time recalled that as projects
were successfully implemented one by one, the cumulative linkage impact of
those successes vitalized industries as a whole. It was akin to retaking military
strongholds previously overtaken by an enemy. From this Korean model of
late development, new businesses and industries were created. This model
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was applied to successive industries beginning in 1964, such as the develop-
ment of small to medium-sized enterprises (smEs), petrochemical industries,
electronics industries, and heavy chemical industries.” Consequently, a
uniquely close relationship developed between the top leader, state bureau-
cracy, and business under the so-called Korean-style economic develop-
mental model in which the state monitored, assisted, and rewarded business
to compete on the international market. On the overly protective state ap-
proach to business, one former official close to Park reminisced that “the
state nurtured business as if a mother breast-feeds her child.”* This peculiar
state-business relationship in which business is autonomous and responsible
for its own success while the state guides business with all possible support
set the stage for the patterns of state-business interaction in decision-making
and implementation, which in turn would have serious implications for so-

cial change.

DECISION-MAKING, IMPLEMENTATION,
AND SOCIAL IMPLICATIONS

Social implications of state-business relations can be better grasped by exam-
ining how the general principles of planning and implementation were put into
actual practice. The state’s strong protective view of business manifested itself
in different areas of economic planning, such as decision-making and imple-
mentation, as well as at different levels, such as presidential, ministerial, and
business. Korea’s economic developmental process was distinct in that Presi-
dent Park was directly involved in not only major decision-making, but his
intervention was far reaching, even to the details of implementation.

One example of Park’s role is his vision for the development of the auto
industry as early as the late 1960s, and in the early 1970s, he hinted at the need
to develop heavy chemical industries: “On May 30 in 1972, President Park
participated in the monthly export promotion meeting where there was an
exhibition of auto parts for export. After this meeting President Park called
me in his office and asked, “‘What should be the next industry for develop-
ment?’ | said that would be heavy chemical industries, and the first priority
was auto industry.”® Park proposed either unrealistic goals from the beginning
or revised original goals upward both to enhance and consolidate the legit-
imacy of his regime and to meet the standards of the export market. For
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example, the idea to promote petrochemical industries was already decided
at the time of Park’s annual inspection tour of the mcr in 1965. A task force
was organized to pursue the project in July 1966, and a panel for the develop-
ment of petrochemical industries was established in November 1967, with a
series of discussions conducted regarding the projection of demand, industrial
sites, and scale of production. The key problem was that due to the narrow
domestic market and capital constraints it was not easy to compete on the
international market, even if industries were established. With the suggested
production capacity of 30,000 tons for the domestic market, it was not possible
to compete on the international market, where the standard was 300,000 tons.

Park decided to build factories with 100,000-ton capacity, beyond the
60,000 tons that was regarded as optimal, and set the prices of petrochemical
product at 3.9 cents per pound, which was competitive vis-a-vis the United
States (4 cents), Taiwan (5.5 cents), and Japan (4.5 cents). All the costs,
including utilities, were adjusted to the production cost, which was arbitrarily
set for international competition. All the measures for support, such as taxes,
financial support, and other subsidies were provided to the fledgling indus-
tries. This is a typical example of how Park turned from the conventional
economic thinking that factories should be built based on current level of
demand. Instead, production capacity was determined based on the consid-
eration of international competition.

Park’s ambitious goal-setting was not limited to the scale of production
capacity but was also salient in setting export targets. At monthly export pro-
motion meetings Park made strong appeals for increases in export. The pres-
ident’s intervention was also quite extensive beyond export issues, largely
because of the uncertainty facing a latecomer economy as well as the presi-
dent’s own sense of urgency. One indicator for this was the frequency of
President Park’s field inspection and guidance: from his inauguration in 1963
to 1905 he visited local sites 43 times, with the total elapsed time of his visits
amounting to 109 days, which is more than one day per week on average.*

In addition to facilitating the initiation of new industries, Park played an
important role in securing financial and other resources that were needed
to implement the decisions already taken. One such example concerns the
promotion of the electronics sector. Park strongly advocated for the need
to develop electronic industries and encouraged the business community to
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participate in them. But Park also personally ordered the minister of eco-
nomic planning to secure necessary funds to support the industries.”

The state was eager for economic change and thus regarded business as
ameans to reconstruct the state. The boundary between the state and busi-
ness was quite thin. The state tried to support business with every possible
means to expedite economic changes. In turn, the state mobilized human
resources on behalf of the private sector by arbitrary means, intervening in
staffing in the business sector to realize state goals through business. The
private sector itself adopted state goals as its own, and thus the sense of iden-
tity in goals was established between the state and business, as a businessman
testified:

o: How did the state-business relationship evolve as the two sectors
worked closely together?

A: Bureaucrats and business managers belonged to similar age
cohorts in many cases and frequently shared the same sense of mis-
sion to modernize the country. They coexisted with the will to realize
state goals. Bureaucrats were not so much preoccupied with their pri-
vate interests. The sense of “cooperation” existed between the state
and business. The general mood was that the two sides shared scarce

resources.*

President Park’s ambitious goal-setting was directly reflected in lower
levels of decision-making. Park pushed ministers to raise economic goals,
who in turn exhorted directors and section chiefs. Whenever the low rung of
bureaucrats came up with reasonable goals to achieve, high-ranking bureau-
crats had to revise them for higher ones, as the following recollection
indicates:

The first draft for the seven-year plan was based on safety, and I called
in the department chief of the textile industry and told him, “You are a
commander of special forces for export. If we cannot increase export,

we will go bankrupt.” The revised plan was truly ambitious. The export
of sewing products for 1963 was 86,000 dollars, which was increased to
4.03 million dollars. The target for the seven-year plan was set at so mil-

lion dollars. It meant a 12.5 times increase during the seven-year plan
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period. . .. 50 million dollars was an amazing amount given the fact
that it was almost a half of the total export in 1962.%

Park’s constant upgrading of export targets is significant for understanding
the social implications of this export promotion strategy. Park’s ambitious
goal-setting caused a high level of anxiety and scrambling on the part of bu-
reaucrats in charge of export, who had no choice but to accommodate these
orders. To achieve ambitious goals that Park set, bureaucrats became inex-
tricably involved in firm-level production processes, as so many problems and
obstacles had to be cleared for business: “In order to achieve excessive export
targets, the head of the textile department had to set monthly targets and
allocate the targets to different companies and went around to encourage and
supervise them to realize the goals. Factory people and ministry officials fre-
quently worked through the night, and ministry officials came to know details

about factory operations.”*

Pragmatism and Particularism in Implementation

President Park showed strong interest in the details of industrial policy im-
plementation and played an important role in accelerating policy implemen-
tation by mitigating bottlenecks, especially in carrying out export targets. He
issued detailed instructions and orders to make sure various export promotion
measures were correctly implemented. For example, he urged bureaucrats to
facilitate meeting export targets as quickly as possible by taking all necessary
measures to support business. Accordingly, both business and bureaucrats
were under scrutiny, based on actual export records. Thus, export perfor-
mance became an important criterion to evaluate the merits of both business
and bureaucrats.” At the same time, Park kept urging bureaucrats to be flex-
ible in applying rules and regulations in dealing with business as long as it
helps business increase exports. The flexibility in applying rules and regula-
tions in turn gave room for capriciousness on the part of bureaucrats in deal-
ing with business.”

Along with realizing export targets, the speed at which export targets were
met was critically important. Virtually in every order he issued, Park always
emphasized the speed of implementation. Revised policies and guidelines
had to be completed in a matter of a few days.” This sense of and need for
speed was strongly felt among bureaucrats who worked under Park. For
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instance, one high-ranking official recollected that under President Park, “it
was better to finish on time with 70% completeness than being late with 100%

52

completeness.” A businessman of that time echoed this ethos, noting that

“there was no room to waste a second when it was so important to build fac-
tories with much speed, so that export can be achieved.”

Speedy decision-making took its toll in the course of implementation.
Decisions made in haste had to go through frequent adjustments when they
were implemented. Thus, it was natural to see frequent changes of policies
in day-to-day practice. Such decision-making and implementation styles re-
flected the extremely uncertain environments in which both the state and
business had to work. As one high-ranking official remarked, there were no
precedents or guarantees for the state’s decisions to succeed: “Nobody knew
for sure what to do and how to do it and whether they were going to be suc-
cessful. We did a life and death struggle to make things work. There were so
many problems and a high degree of uncertainty.” There were several rea-
sons why original decisions had to be changed frequently in the process of
implementation: first, they were made out of the sense of urgency without
full consideration of relevant factors; second, the original goals were unreal-
istically ambitious or upgraded higher; and third, the environment itself was
so volatile that so many contingencies occurred.

Finally, the distinct approach to economic development that was adopted
under Park was “enterprise-based” support. This approach in turn tremen-
dously affected the mode of implementation—and ultimately, state-business
relations. Under such circumstances, the style of implementation can be
characterized as pragmatism and particularism. Pragmatism refers to the fre-
quent changes in decisions to realize target goals. Frequent changes are in-
evitable due to unrealistically ambitious goals, which were set out of a sense
of urgency and pressure for rapid implementation.” Frequent changes in
Korean decision-making even caught the attention of a foreign journalist:
“Korean bureaucrats in economic affairs are undoubtedly geniuses of extem-
porization. They come up with new measures, institutions and regulations in
a dizzying speed only to change them almost daily afterwards. Korean bu-
reaucrats deserve to be called actors of thinking while running.”® Particular-
ism frequently involves decisions with a low level of generality involving only
a single firm at a particular time.”” Particularism in the context of Korea’s

economic development occurred for similar reasons as pragmatism but was
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also closely related to the government’s strategy, which was organized around
enterprise-based support.

Frequent change in policies and certain company-targeted policies in the
course of implementation can be found at the department level and below,
where daily implementation occurred. According to one mcr official, fre-
quent changes were bound to occur in the highly changing environment:

o: Everything moved quite fast then?

A: Yes, it did.

0: Was original policy changed during implementation?

A: Yes, it changed a lot.

0: In some cases, laws were prepared in a single day for a particu-
lar company. And with new laws introduced, enforcing ordinances
were also changed, correct?

A: [ am not sure about laws, but ordinances were changed for par-
ticular companies when changes were absolutely necessary for those
companies.

o: How often did it change?

o: Ministerial-level ordinances were changed quite frequently.

Regarding frequent changes in regulations, one businessman also concurred:

o: Did you not feel that government’s regulations frequently
changed?

A: Yes, they did.

o: Why do you think so?

a: It occurs either for the purpose of improvement of the regula-
tions or for a particular company.

0: Do you mean that they change for particular companies?

A: Yes, that is lobbying power. It is lobbying power of companies
that can even change laws. It is often the case that regulations
change through lobbying. That is why there are so many changes

in regulations.”

Such enterprise-based policy is related to the top-down decision-making and
implementation style led by the top leader. For example, when President
Park issued a memo in the early 1970s on starting the auto industry, the min-
istry drafted a document to be sent to lower levels, and after Park handed
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down a memo to Hyundai chairman Chdng Chuyong, through the deputy
prime minister, the mcr drafted a plan and consulted with the company.
These examples indicate the developmental logic of oligopoly or monopoly
in late industrialization, where a late-industrializing country is willing to cul-
tivate monopolies in certain industries, at least at the initial stage of develop-
ment, and to support them—even when the government may be criticized for
collusion with business and economic dictatorship.”

Changing Decision-Making and Implementation

There were three major institutional actors involved in decision-making and
implementation in Korea’s late industrialization: the president, the bureau-
cracy, and business. As mentioned earlier, the role of President Park in decision-
making and implementation cannot be overemphasized, and the implications
of his role for social and institutional change are enormous. First, his ambi-
tious economic developmental goals, arising from the sense of urgency, led
to frequent upgrading of economic targets. Second, his obsession with quickly
realizing these goals caused continuous uncertainty and ambiguity. Third,
his commitment to an export-based strategy provided a concrete standard in
the midst of an uncertain environment. Finally, his protective support of busi-
ness at the company level meant the provision of all possible incentives for
business.

For bureaucrats, the circumstances set by Park meant they had to always be
ready to meet Park’s demands in the highly uncertain and volatile environment—
but at the same time they faced constant scrutiny by Park in terms of meeting
export goals. They had to constantly provide new information through con-
tacts with business for ever-changing decisions and implementation. Enter-
prise-based support, combined with changing rules and environment, meant
they had to frequently make discretionary and arbitrary decisions in dealing
with business. The only constraints on their arbitrariness were Park’s over-
sight and the level of achievement in export.

For bureaucrats this meant they had to make adjustments with new infor-
mation. Bureaucrats had to realize ambitious economic goals set by Park in
an environment in which “nothing can be done and anything is possible.”®
Under extreme pressure to demonstrate visible success, they had to mobilize
every possible means inside and outside the state. Internally they needed to
establish informal networks to cope with new information, and externally
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they had to maintain close contacts with business, either by providing nec-
essary incentives or by collaborating on new plans and implementation. This
led to blurring of the boundary between the state and business.”

Business, which faced a highly uncertain environment, lack of experience,
shortage of capital, and ever-changing international markets in which it was
not experienced, tried every possible means to gain access to state incentives.
It needed state support for new projects and to mitigate short-term bottle-
necks. Effort to gain access to state incentives was all the more intense as
business was aware that the state needed their cooperation for success. Ac-
cording to one survey, 64.7% of respondents replied that relationship with
the state is critical for business success, and 9o.5% of respondents were of the
opinion that government policies affect business strategies. Most important,
63.9% said they needed lobbying for successful business management, and
75.5% said governmental support was helpful for business growth.®?

It is clear that both macro parameters set by Park and the micro level of
implementation forced frequent contacts between the state and business.
The state held incentives for business but needed cooperation from business
to realize economic goals—while business desperately needed state support.
The social base and patterns of interaction between the state and business
are crucially important to understand the social implications of Korea’s late
industrialization. State-business contacts were made through human inter-
actions, and the analysis of recruitment patterns in both the state and business
sectors is the first step to understand their implications for social change.

MERIT, REGIONALISM, AND SCHOOL TIES
IN STATE RECRUITMENT

Although Park was so eager to achieve rapid economic development through
unrealistically high economic goals, it was not an easy task to implement the
plans. President Park faced two serious problems. First, administratively he
was bequeathed a corrupt bureaucratic apparatus. Second, politically he was
heavily dependent on the military because he came to power through a mil-
itary coup d’état.” Thus, Park’s main challenge was to install a new admin-
istrative structure to cope with new economic tasks. In personnel changes,
priority was given to competency and loyalty, both equally essential to fulfill
the challenge of fostering rapid economic development. To have only the
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former would have risked the full implementation of policies, whereas with
only the latter appropriate policies might not have been formulated and
information distorted.

Park tried to solve this two-dimensional challenge by continuing the tra-
dition of hiring middle-level bureaucrats through highly competitive exam-
inations. At the same time, people from his native province were strongly
favored. Park’s recruitment pattern can be seen at the macro and micro level;
the former refers to the recruitment of high-ranking officials of the entire
government (see table 6), while the latter to a case from the mc1. At the macro
level, regional representation from the southeast increased significantly from
the 18.8% of all ministerial-level officials during the First Republic (1948-60)
to 30.1% during the Park regime (1961-79). Considering the fact that the
southeast was underrepresented under the First Republic, this constituted a
tremendous change

Another survey also corroborates the trend of an increasing proportion of
the high-ranking bureaucrats (above the fifth rank) coming from the south-
eastern region: in 1962, it was 20.8%, and it increased to 23.4% in 1971 and 31.6%
in1979.% This trend continued in 1982 (see table 7).% Kyongbuk Province, the
core of the southeastern region, was overrepresented with the ratio of 1.6,
whereas Chollanam-do (southwestern region) was significantly underrepre-
sented with the ratio of 0.6. Such increasing recruitments based on region-
alism was interpreted as evidence for the insufficient practice of the merit
system and the overwhelming political influence in Korean public adminis-
tration without considering that practice was related to the institutional im-
peratives of late industrialization.””

The single most significant phenomenon in recruitment at the mcr is the
increase of regionalism at all ranks. Before 1961 there were no disproportion-
ate regional preferences, based on analysis of the regional origins of those
who were recruited. The proportion of career bureaucrats (who served above
section chief level) and non-careerists (who served below the section chief
level) from the southeastern region visibly increased only after 1961.% The
proportion of mcr officials from the southeastern region was less than 20%
before 1961, but it more than doubled during the 1960s and 1970s.

In particular, during the 1970s, about 40% of officials were recruited from
the southeastern region. This regional bias becomes clearer when compared
to that of officials from the southwestern region (see table 8). Before 1961, the
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TABLE 7. Provincial origins of high-ranking officials (fifth

rank and above) in Korean government, 1982

REGIONAL ORIGIN RATIO"
Seoul 13
Kangwon 0.7
Ch’ungbuk 1.2
Kyongbuk (southeast) 1.6
Chonbuk (southwest) 0.6
Kyonggi 0.6
Ch’ungnam 1.4
Kyongnam (southeast) 0.7
Chonnam 0.6
Cheju 0.4

* The ratio refers to that between the percentage of bureaucrats from
province above the fifth rank in Korean government and the percentage
of the provincial population. A ratio of 1.0 means the provincial propor-
tion of state employees is equal to that of the proportion of the provincial

population.

Source: Ha Taegwon, “Han’guk insa haengjong,” 108.

ratio of newly recruited officials from the southeastern region to the south-
western region was 1.2:1 (46:28). This roughly corresponded to the ratio of the
population size of the two regions (1.36:1; see table ¢). However, the gap
greatly widened during the 1960s and 1970s, when the industrial takeoff oc-
curred. In particular, the gap widened dramatically during the 1970s. As we
can see in table g, during the 1960s, 37 careerists and 48 non-careerists were
recruited from the southeastern region, whereas 18 careerists and 31 non-
careerists were recruited from the southwestern region. However, in the 1970s,
only 15 careerists and ¢ non-careerists were recruited from the southwestern
region, whereas 58 careerists and 34 non-careerists came from the southeast-
ern region. The ratio of the total number of the recruits from the southeastern
region to those from the southwestern region was 3.77:1 from 1971 to 1979. This
is twice the actual population ratio of 1.88:1 in 1980. This shows that region-
alism operated at all ranks, contradicting the conventional observation that

regional bias was weak at lower ranks.®”
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tABLE 9. Regional distribution of population, 1960, 1970, and 1980

1960 1970 1980
n % n % n %
Total 24,989,241 31,435,252 37,406,815
Seoul/Kyénggi 5,194,167 20 8,878,534 282 13,280,951 355
Southeastern region 8,070,646 32 9,947,037  31.6 11,429,489 30.6
Southwestern region 5,948,265 23 6,436,724 20.5 6,065,497 16.2
Ratio of southeastern 1.36:1 1.55:1 1.88:1

to southwestern regions

Source: Office of Statistics, Republic of Korea; and Yong-Chool Ha and Myung-Koo
Kang, “Creating a Capable Bureaucracy,” g6.

Here a notable phenomenon is that the regional bias toward the south-
eastern region was more salient at high ranks. From 1948 to 1979, a total of
443 bureaucrats served in the mcr as officials above the section chief level.
Of these careerists, 35 officials were recruited before 1948 and 29 bureau-
crats served as either the minister or the vice-minister of the mc1. The single
most interesting pattern of these 64 officials was that Seoul origins were the
highest: 14 out of those 35 officials were recruited before 1948, and 13 out of
29 ministers or vice-ministers were from Seoul. Except for these 64 officials,
379 officials were recruited through four different routes: 135 (35.6%) of them
were recruited through higher civil service examinations, 37 officials (9.8%)
were ex-military officers, go officials (23.7%) transferred from other ministries,
and 116 officials (30.6%) were recruited through special recruitments.

The regional bias is also clear when analyzed by the channels of recruit-
ment. More people were clearly recruited from the southeastern region from
which President Park originated, indicating that regional background was
clearly an important source of securing loyalty. As table 10 shows, in every
channel of recruitment, regional preference toward the southeastern region—
or, by contrast, bias against the southwestern region—was strengthened since
1961. For example, out of 130 total officials recruited by higher service exams
since 1961, 48 officials (37%) were from the southeastern region, whereas only
16 officials were from the southwestern region. More important, however, re-
gional bias in recruitment through higher civil service exams increased during
the 1970s. Out of the total number of careerists recruited through these exams
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from 1961 to 1979, 48 officials (36%) were from the southeastern region. But of
these, 23 officials (43%) and 14 officials (39%) were recruited in 1971 to 1975 and
1976 to 1979, respectively, surpassing the average population ratio of the south-
eastern region. This implies that the pattern of increasing regional bias could
be undetected under the increasing trend of merit-based exam recruitment.

Itis, of course, true that the examination itself does not produce a regional
bias. However, the regional bias was more visible in the process of assigning
posts and promotion. The blending of regionalism and the merit-based prin-
ciple started as early as the ministerial assignments stage of the newly recruited
officials. Usually, newly recruited bureaucrats from the southeastern region
were assigned to the more prominent posts. Moreover, people from the south-
east were more frequently promoted to important positions. The process
worked as follows: During a typical promotion practice, five section chief can-
didates were recommended to form a promotion pool and competed for one
department head position. They had to be qualified in terms of length of ser-
vice and work experience for a given post, and in most cases candidates for
promotion usually passed the higher civil service examination. It was perfectly
legal for higher officials who made the promotion decision to choose any one
of the five qualified candidates. It was only natural to expect that higher officials
from the southeastern region would prefer those with the same regional origins.
This meant that regional backgrounds served as the deciding factor for pro-
motion among the strictly merit-based candidate pool, subtly combining merit
with regionalism. Given this mode of promotion, it was technically difficult to
register any formal complaints against the final decisions.

As a former ministry official in charge of personnel matters reflected:

More often than not, those who were recruited into the mcr either
took the higher civil service examination or were graduates of the
law school of Seoul National University. While we were formally
committed to the merit system, in reality regionalism was a deter-
minant. When section chiefs were promoted, those from the south-
east were selected even when they were not ranked first in standing.
It was possible because most people at the higher level were from
the same region. The virtuous cycle goes like this: those from the
southeast were assigned to important posts and could thereby demon-
strate their work abilities better than others could.”
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Regional bias provided employees with good standing and a better chance
for getting promoted. Although technically it does not seem unfair, regional-
ism is intricately linked to the promotion process. As for political positions,
such as minister, vice-minister, and assistant minister, where external influ-
ences are visible, those from the southeast were absolutely dominant. Among
the 11 who were promoted beyond the assistant secretary level between 1965
and 1975, seven were from the southeast region. This overrepresentation of
the southeast region continued throughout Park’s regime, and the tendency
increased over time, regardless of the levels and modes of entry.

Regional bias was also intricately related to regional high school and col-
lege ties. Regional and high school ties formed in the formative years of
individuals were preserved when they entered colleges in Seoul. For example,
out of total 379 careerists, a quarter of officials graduated from regionally
famous high schools, and except for those famous high schools in Seoul, the
majority of them graduated from the locally famous high schools in the south-
eastern region. Specifically, more than 40% of career bureaucrats of the mci
graduated from Seoul National University (snu) during 1948 to 1979. Regard-
less of regional backgrounds, graduates of snu were the absolute majority.
Since 1961, the proportion of snu graduates increased greatly from only 8
graduates of snu recruited to the mcr before 1961 to roughly 50% of officials
(149) graduates of snu, and among them, 45 officials (30%) graduated from
the law school of snu in1978. In particular, between 1966 and 1975, more than
55% of newly recruited careerists were snu graduates. Meanwhile, 27 officials
(9%) were graduates from Korea University, and 16 officials (6%) were from
Yonsei University. In short, between 1961 and 1979, about 65% of newly re-
cruited careerists were graduates of these three schools.”

More interestingly, we can observe an increasing regional bias among
recruited snu graduates as well. The overall proportion of snu graduates from
the Seoul/Kyonggi area was slightly higher than the southeastern region. In
particular, in the 1960s, snu graduates from the Seoul/Kyonggi region were
much more overrepresented than the population size of the region. But if
we look at the trend during the 1970s, snu graduates from the southeastern
region surpassed the total number of officials from the Seoul/Kyonggi region
(31 to 25). Meanwhile, snu graduates from the southwestern region decreased
greatly after 1966. This phenomenon shows that regionalism was intermin-
gled with the merit-based principle in recruitment.
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Such deepening regional bias is attributable to the ways in which loyalty
to President Park was secured. President Park took political power by military
coup, and he justified his illegitimate rule by promising rapid economic
growth. He needed both competent and loyal people for rapid economic
growth, and his choice was constrained by the institutional setting of the
period. In short, it is clear that for the Park regime, recruiting loyal and com-
petent personnel to build capable bureaucratic organizations was essential
not only for its political survival but also for expediting the industrialization
process. The strategy chosen by President Park was to combine regionalism
and merit, ultimately securing the loyalty that he desired.

FAMILY-SCHOOL-REGIONAL NEXUS IN THE BUSINESS SECTOR

Park’s sense of urgency for economic development and the distinct view that
Korean business was not up to the task of export promotion led to an exten-
sive list of incentives to businesses to facilitate economic development and
exportation. Under such circumstances, a business had ample reason to seek
state support to bolster its own advantages. What further facilitated individual
companies to actively seek state incentives was the company-specific mode
of distribution of state incentives.”? Under such circumstances it could not be
more rational for companies to adopt mimetic recruitment patterns similar
to those of the state, and in turn such mimetic recruitment patterns between
the state and companies had consequential implications for social and insti-
tutional changes.

The Korean business sector has three features particularly relevant to the
approach taken here. First, ownership is heavily concentrated in the hands
of family members of the company founders. Second, the next management
level is recruited from university graduates who frequently have regional ties
with top owners. Finally, the workers at the lowest echelon are closely bound
by regional ties. Korean chaebols, the central business group during indus-
trialization, are owned and managed by family members of the founders. One
survey shows that out of 137 big enterprises with employment more than 300,
121 (88.3%) were family owned and managed.” Other data corroborate this.
Among 100 sons of 34 chaebols, 40 were presidents, managing directors, exec-
utive directors, or directors and another 10 were department chiefs of affili-
ated companies.”
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Among white-collar employees who entered chaebols and later became
high-ranking managerial members of these conglomerates, most of them were
graduates of Seoul National, Yonsei, and Korea Universities. Among the 3,987
who were high-ranking managers above the level of board member of the 347
member companies of the Korean Federation of Industrialists, 35.2% of them
were snu graduates, whereas Yonsei and Korea Universities each had 8%.”
These proportions roughly correspond to elite distribution within the govern-
ment bureaucracy as well. Among bureaucrats above department chief in 1980,
42.9% were snu graduates, whereas 5.6% and 7.3% came from Yonsei and Korea

Universities.”

College ties are important, but what is significant is that high
school ties constituted the core subcategory of grouping among college grad-
uates.” Also remarkable are the high regional affinities between the owners
and the high-ranking managers of the 100 chaebols. Among the 2,243 high-
ranking managers who were not blood related to founders or owners who were
from the southeast, 57% were from the southeast, and in the companies whose
owners were from the southwestern region, 60.7% of them were from the
southwest.” The same pattern was visible among smes. Among 69 manufac-
turing smEs, 55 (79.7%) of them were family owned.”” As of 1975, 59.2% of the
financing sources of the smes were family and relatives.” sme recruitment
favored workers who shared same regional origins.”

Finally, at the lowest tier, average workers found solidarity with others
from the same region. Among factory workers, especially at production lines,
regional ties were also strong, partly because of the recruitment patterns based
on regional ties. That is, once workers of a certain region were recruited, they
also brought in persons who shared their regional origin.” Such regional gath-
erings were regarded as a survival mechanism. During the 1960s and 1970s,
most factory workers were without a state welfare net. Consequently, workers,
especially female workers, organized various means for self-support, such as
rotating financing (kye), sharing housing and meals, and group purchasing,
based on regional ties.®

NEOFAMILISM IN INTERACTIONS
BETWEEN THE STATE AND BUSINESS

Structural configurations of neofamilism became clear. As each company
tried every possible means to secure access to state incentives, deeply rooted
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extensive and intensive human interactions based on regional and school ties
formed a foundation for close ties and collusion between the government
and business, which developed into a government-business “mingling” phe-
nomenon. The following interview materials show the mutual perceptions
between bureaucrats and business, as well as the reasons for and patterns of
the mobilization of neofamilial ties.

First, business was fully aware that bureaucrats were hard-pressed to real-
ize export goals set by President Park and that they were bound to support
business:

0: How were bureaucrats at that time, especially those of the Min-
istry of Commerce and Industry?

A: They thought without export the country would collapse and
thus thought export as an issue where life or death is at stake. Suc-
cessful implementation of export targets was regarded as a way to
demonstrate patriotism. Bureaucrats’ determination to fulfill export

targets was much stronger than now.*

Under such circumstances business followed bureaucrats as the former
was well aware of the dedication of the latter to export to maximize their

interests:

o: How did the business community view the government’s sup-
port for export?

A: As the government lent every possible support to business, had
to follow decisions on support for business precisely, without making
any changes. As President Park was so occupied with export, we
could not but actively support it. However, bureaucrats dipped their
hands in policy support to products for domestic market, let’s say, .5%
for personal gains while 5% for political slush fund.®

On the uncertain situation of the time one businessman said the following:

o: Was the situation during the industrialization so uncertain that
business people felt that everything was possible and at the same time
that nothing was possible?

A: This was due to ambiguity in laws and regulations. The inter-
pretation of laws and regulations varied, depending upon the situation.
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As such, officials tended to decide in favor of business. However,
there were also situations that could not be subject to arbitrary deci-

sions of officials.%

According to the following testimony of a former mc1 official, efforts to pen-

etrate the ministry were palpably felt inside the bureaucracy:

0: There was a saying that companies locate and maintain various
personal ties within the ministry to contact them whenever problems
arise.

A: It was quite natural. Most companies could not survive without
them. They carefully cultivate the ties.

0: Were school ties and regional ties mobilized?

A: If they decide to do so, they use school and regional ties as a
way to open communication channels. In my case I have a lot of
people who are connected through school and regional ties, and
managerial people in companies mobilize whatever they have, and
that was the normal practice of the time.¥

This means that business judiciously and carefully mobilized school,
blood, and regional ties to secure information and financial support from
the government. Such all-out efforts to secure channels within the state did
not stop at the ministry level; they even reached the national assembly and
top level of power:

o: How did you contact the government?

A: Is it not true that there was no person in the presidential house
and secretariat who could not be connected, not only through my own
ties but also through school and regional ties of my friends and the
friends of my friends? Companies systematically use these ties. When
you become a high-level manager of company you are requested to
submit a list of people in major institutions that you know, including
all the people in political, administrative, and financial fields. When
problems occur, a total mobilization of human contacts is launched
with the mc1. The cro calls for an executive meeting, identifies target
officials in the ministry, and entrusts a certain executive to take charge
in fulfilling the mission. The designated person discusses the scale
of money to be spent for the mission and mobilizes every possible tie,
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sometimes succeeding in influencing more favorable regulations. From
a business perspective it is a sort of investment. There are cases where
a long-term investment is done through travel support and sending
them abroad for training.*

As such, companies tried to mobilize all possible ties to set up a “bridge” with
the government. On this phenomenon one former high-ranking bureaucrat
stated as follows:

o: How did companies try to set up a communication channel
with the ministry?

A: It would not be far-fetched to say that they tried to hang on to
every possible “string” (tie).*

Such practice in contacting the government was a well-known
phenomenon. Companies especially took lobbying through various
ties for granted because the state was seen as the source of all the
support that business needed:

o: How important was the connection with the state in doing
business?

A: The connection with the government was most important in
building new factories and doing business. State-business collusion
started from this. There is nothing that exists without reason. Since
the state held all the financial sources, the connection with the gov-
ernment was quite essential for business.

o: How about a specific example?

A: When companies tried to secure special access to low-interest
loans, each company tries their best in lobbying . . . naturally, regional
and school ties become important. For me | am a graduate of a college
of business and of a vocational high school. Since the number of grad-
uates was not large, we knew each other well among the graduates of
the college, and seniors and juniors knew each other well.

From the perspective of an official the situation was not that much
different:

o: If so, were there cases where business used school and blood
ties in securing information from the state?

A: Yes, companies did so.
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o: If so, what was most effective?

A: In my case I do not have strong regional ties, and thus school
ties worked better. In general, it was either school ties or regional ties.
Is it not?

Having seen in rich empirical detail how neofamilial connections developed
historically, we can now address neofamilism in more general conceptual

terms.

NEOFAMILISM AS PHENOMENON AND ITS DIFFUSION

Neofamilism denotes the dynamic process of reinforcement of social ethos
and relations based on primary ties that occurred during Korea’s industrial-
ization. It can be understood at three levels: as identity, as a survival strategy,
and as social modes of institutional operation. Neofamilism in terms of iden-
tity designates the act of individuals defining their social relations and their
identity primarily in terms of familial, school, and regional ties. Familial ties
can vary widely from immediate nuclear family to clan ties; school ties can
take various forms, from primary to university levels (although high school
ties are perceived as strongest); and regional ties include the village network.
In Korea, class identity, functional identity, or role identity are overshadowed
by neofamilial identity bases. On the level of individual strategy, people take
for granted the uses of neofamilial ties to promote their socioeconomic inter-
ests. The mobilization of neofamilial ties, rather than playing by rules, to
promote personal interests negatively affects the application of universal
norms and predictability in administrative and legal operations. Finally, neo-
familism at the institutional level is a non-Weberian phenomenon. For ex-
ample, bureaucracy gradually lost its operating principles, such as legality
and professionalism. Individuals operating by neofamilial mores weaken the
operation severely by distorting structural configuration. Neofamilial institu-
tional practice is partly affected by individual survival strategies in relation to
institutions, but it is mainly driven by institutions” own historical legacies in
terms of their origins and historical development.

Neofamilism was thus perceived to be stronger than individualism. The
ethos that neofamilism carries is “privatism.” In distinction from individual-

ism, privatism denotes lack of respect for individuality and of keeping
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“proper” interpersonal distance.” Contrary to the conclusions of many West-
ern sociological studies on informal organizations, Korean-style industrial-
ization brought about a society in which neofamilial units were reinforced.
Moreover, they are unlikely to disappear. Neofamilism in Korea has become
a source of identity and survival.”!

The neofamilism approach sheds important light on social and political
phenomena in Korea. At the micro level (in public bureaucracies), transfers
and promotions were based largely on school and regional ties. In business,
blood, school, and regional ties were also salient features in the management
structure. It also leads us to reconsider (a) the prevalent assumptions about
the existence of a coherent middle class, (b) the emergence of a civil society,
and (c) bureaucratization as a causal result of industrialization. Members of
the Korean middle class shared only an income level, and otherwise they
were isolated from one another. In fact, the whole society was divided by
degrees of accessibility to state power. This raises a larger question. At the
macro level, identities, survival strategies, and the prevailing institutional
modus operandi based on neofamilism discourage class-based identities. This
is seen in the rampant regionalism in Korean elections at all levels (legislative
and presidential).”” Moreover, the institutional impact of neofamilism was
equally serious. Due to the constant penetration of neofamilial ties into the
internal workings of the bureaucracy, Korean bureaucracy came to lose its
boundary with business and was eventually hollowed out (see chapter 4).

The core neofamilial relationships formed between business and the state
were emulated and expanded into the rest of the society by two mechanisms.
One, in the economic sphere, involved the structural linkage between chae-
bols and smEs. As of 1975, 46 chaebols made up 13.4% of cpp and 36.7% of
manufacturing ¢op.” In 1982, the number of smes with 5 to 299 employees
constituted 97.3% of the total number of industries, but their contribution
in terms of value-added enp was only 36.2%.” With such overwhelming
economic concentration in the large conglomerates, the smes were highly
dependent on the chaebols. In 1982, 38% of the business of smEs involved
subcontracting with the chaebols, and this had increased to 74% by 1991.

This high level of dependency forced smes to endure various exploitative
business practices by the big industries, such as delays in payment and forced
price reduction.” Each chaebol had a huge number of subcontracts with
smes, and one byproduct was the transference of the neofamilial ethos to
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smEs from chaebols.” The following interview with a small enterprise ceo is

quite revealing:

ua: What do you think about the impact of chaebols on small-
medium industry in terms of business practices?

HAN: Chaebol had a great deal of impact on small-medium indus-
tries. The latter tried to learn from the former in mobilizing various
connections to approach chaebols to obtain contracts. Small-medium
industries envied chaebols” access to the state through the mobiliza-
tion capacity of chaebols through school, blood, and regional ties.
Small-medium industries learned from big business the need to mo-
bilize various ties as chaebols set the tone for business practices for
the entire economy. Small-medium industries during the 1970s also
relied on blood ties and other ties in securing personnel and financial

resources.”’

The second source for diffusion was the peculiar political and economic
role of white-collar workers of chaebols. White-collar workers constitute
the core middle class. In April 1975, the total number of workers nationwide
was 1,404,399, of which 29.3% were in enterprises with more than soo em-
ployees.” The social and institutional implications of this fact are quite
consequential. Though white-collar workers are middle class in economic
terms, their identity basis was so narrow and bounded by the three neo-
familial ties that they became the main agents for spreading neofamilism in
Korean society.

Through the chaebols’ ties with the state, these white-collar workers were
also the primary beneficiaries of state resources. The background and orien-
tation of chaebol white-collar workers was widely emulated by the rest of
society, partly with some contempt but mainly in earnest. As business and
employment opportunities multiplied with the shift to export strategy, the
popular perception of the state changed from that of exploiter to that of pro-
vider. In one survey, 50% of the respondents said that money and personal
connections were more important in obtaining a desirable job or status than
individual efforts (40%).” The web of neofamilism was thus perceived to be
stronger than individualism. Accordingly, chaebols’ practices of neofamilism
became an importance source of spreading neofamilism to Korean society,
trickling down to smes and thus to the rest of society.
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PARK, NEOFAMILISM, AND TRADITION

The emergence of neofamilism in conjunction with Korea’s economic de-
velopment shows a distinctive aspect of the interaction between tradition and
late industrialization. That is, there was no conscious and explicit effort on
the part of Park Chung Hee to invent traditional institutions. Rather, it was
asort of unintended consequence of the effort to recruit competent and loyal
sources of manpower that can be entrusted with industrialization tasks. Park
was not committed to any specific ideology except for nationalism and prag-
matism, which did not entail recruiting personnel based on ideological pre-
dilection. Given Korea’s social and cultural tradition of the time, it was only
natural for Park to combine merit-based examination and regional ties as the
major principles of recruitment. It is ironic that Park ended up relying on
school and regional ties, given the fact that he was repeatedly critical of them
as negative legacies of Korean history."” In a sense unlike what happened in
Meiji Japan, the way in which Korean traditions were brought back into in-
dustrialization was situation driven and totally unintended, thus constituting
a case of tradition coming back through the back door.

This unintended aspect of neofamilism begs the larger question of whether
and to what extent Park was conscious about Korean tradition. At the early
stage of his power, Park held a negative view of Korean history and tradition.
Furthermore, he thought that the colonial rule had essentially destroyed
Korean traditions. Past research on Park’s use of tradition shows the total lack
of evidence for his use of tradition as a way to think about managing social
conflict arising from late industrialization."” This does not mean, however,
that he did not mention Korean traditional institutions and values. While he
constantly referred to negative traditional institutions and values, he was, at
the same time, fully aware of positive examples. For instance, he mentioned
hyangyak (village covenants), kye (rotating financing system), ture (communal
labor sharing), patriotism, and sirhak (pragmatism) as positive elements of
tradition.'” However, there is no evidence to support the notion that Park
was consciously inventing Korean traditions, especially in managing social
conflicts and linking them to industrial institutions, such as labor relations and
governance structure.

Park’s approach to tradition was so distinct in that while he was not so

much interested in inventing Korean traditional institutions for economic
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development, he constantly emphasized the importance of spirit or values.
For example, even in addressing labor relations he simply highlighted the
importance of the spirit of cooperation rather than being interested in insti-
tutionalizing a distinctively Korean style of labor relations. This is a typical
case of harnessing, where traditional values are opportunistically applied as
opposed to inventing them. This applies to various cases, such as the New
Village Movement, education policy, and the Second Economy Campaign.'”
This tendency to heavily lean on rhetorical invocations of values and spirit
was reinforced as the regime character became more authoritarian since the
introduction of the Yusin (Reform) regime in 1972.""* He invented various tra-
ditional values, such as filial piety, patriotic loyalty, and the concept of nation
to foster values among Korean people congruent with his authoritarian
regime. This was a shift from his original negative view of tradition to a more
utilitarian one.'”

This raises the question of why Park’s interest in Korean tradition was
heavily tilted toward not so much institutions as values and spirit. One reason
was the prevalent negative perception of Korean traditional institutions,
which were seen as having been either distorted or destroyed during the
colonial period. Put differently, Korean traditional institutions were deprived
of opportunities to be upgraded due to the loss of authority of the ruling class
of Korean society.” More specific to Park, his sense of urgency was so intense
that he did not have much time to think about the issue. This is in line with
testimony given by one of his close confidants, who observed that “Park did
not have any coherent philosophy, nor did we see the use of traditional insti-

tutions consciously.”"”

According to the testimony, Park was simply occupied
with how to create new jobs for a hungry populace. One objective condition
also might have worked against any conscious effort to invent Korean tradi-
tional institutions. By the 1960s, Korean society had already been under the
strong influence of Western institutions and values in politics, education, and
the cultural sphere and, unlike in Meiji Japan, was already an amalgam of
Western and Korean institutions, no matter how the latter was defined. Under
these circumstances Park was more likely to end up emphasizing spiritual
aspects of Korean traditions, and the upshot was that despite all the cam-
paigns, declarations, and admonishment efforts to revive Korean culture and
tradition, such projects ended up being incoherent, unsystematic, and tran-
sient in terms of long-lasting impact on Korean society.
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SOUTH KOREA AS BOILING POT

An important implication of this analysis is that the unique content and back-
ground of tradition in specific late industrialization cases makes straight-
forward comparisons difficult. For example, South Korean state-led indus-
trialization was unique in terms of its social implications. Although it shared
with other late-industrialization cases such as Germany and Japan a high
sense of backwardness and a sense of urgency for rapid change using heavy
state involvement in economic development, the societal results were dif-
ferent. Korean industrialization did not face strong social forces that resisted
industrialization, as in Germany. Korean bureaucrats were not tied to any
strong social groups or classes, as in the German case of Junkers. Members
of the Korean bureaucracy were formally recruited by merit based on exam-
inations, but in contrast to Japan, the resulting administrative structure was
bureaucratic only in a weak sense, with regional ties being an important factor
for recruitment. With the breakdown of traditional social structure in Korea,
political leaders and intellectuals were not overly conscious of the influence
and impact of traditional values and institutions. This created the myth that
as traditional structures (e.g., landlordism) broke down, industrialization
would lead directly to modernity.” However, what really happened was that
the mode of recruitment of bureaucrats combined merit with regionalism,
unintentionally bringing neofamilism into the industrialization process.

The image of Korean society in the aftermath of economic development
based on neofamilism can be compared to the Tadohae, an archipelago off
the southern coast of South Korea: although all of the islands appear to be
joined, they are in fact isolated bodies of land. The apparent homogeneity
and unity of Korean society is similarly deceptive. Once the old social struc-
ture was destroyed by colonial rule, by the Korean War, and by the division
of the country, South Koreans scrambled like isolated bubbles in a boiling
pot searching for a higher social position in the rapidly changing environ-
ment. As South Koreans struggled for their positions in this new order by
seeking out personal connections, there is little evidence that they developed
a sense of class consciousness based on horizontal links among members of
the same economic status."”

The Korean case challenges the prevailing assumption that industrializ-
ation brings about universal social and institutional consequences. It shows
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that it may not be sufficient to apply conventional sociological analysis to
understand the social consequences of late industrialization in South Korea.
Fresh interpretations are needed to replace conventional narratives that
explain bureaucratization as a causal result of industrialization, the existence
of a coherent middle class, the potential for developing “civil society,” and
the structure and dynamics of legal and business institutions involved in the
process of industrialization.
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The developmental state in Korea in the 1960s was disaggregated in terms
of the top leader, ministries, and specific bureaucrats as they are involved in
recruitment, decision-making, and implementation. Yet analysis of it over
time allows us to trace what happens to the developmental state in the course
of economic development. The top leader’s perceptions of backwardness,
recruitment patterns, decision-making, and implementation styles all carry
long-term implications.! The current literature on the developmental state,
regardless of its focus on macro-structural or functional aspects, does not
capture changes within the state. For example, in understanding how the
developmental state changes over time, the status at T'o is compared to that
of Tr without a concrete trace of dynamics that might have occurred between
the two time points. For instance, studies of state-business relations assume
a dependent relationship of business to the state at To, where business fol-
lows the state; changes at T1 then show that state interventionist functions
are reduced while the scale of business grows to challenge the state. The
conclusion from this model is that business has grown to challenge the state.’

However, such arguments contain serious logical flaws as they are based
on the simplification of dynamics of the relationship between the weak and
the strong. Even within a dependent relationship, the commanding side—or
the side with more resources—is not necessarily always in a commanding
position and fully free from the influence of the weaker side.? Also, without
a specific analysis of mutual impact through interactions between the two
sides, it is not possible to conclude that the strong-weak relationship is re-
versed, simply due to changes to the initial conditions. As weak business does
not necessarily mean a strong state; a weak state does not necessarily bring
about strong business. At the same time, strong business does not necessarily
result in a weak state. Such juxtaposition between the state and business

makes it difficult to understand the specific process of the emergence of the
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weak state through time and leaves little room for a possible situation where
both can be weakened.*

In addition, closely related to the lack of a dynamic approach to the state
is the treatment of the state as an abstract entity. [t may be a natural conse-
quence of approaching the state in static terms. The static approach is easily
seen in a macro-structural approach to the state where the state is understood
in terms of how the status of the state changes in the contexts of social and
political changes. As such, the micro-level internal changes of the state over
time have not drawn much attention.” Even micro approaches to the state do
not deal with internal dynamics of the state as they primarily focus on eco-
nomic functions of bureaucratic organizations.® It means that understanding
the dynamic process of change in the internal aspects of the state requires a
disaggregate approach to the state rather than treating it as abstract entity.
The disaggregate and dynamic approach to the state inevitably focuses on
interactions between state agencies, on the one hand, and those between
these agencies and external actors, including business, on the other.” Most
theories on the state or studies of the state neither establish disaggregate units
nor analyze the interactive aspects in detail ®

An interactive approach to the state involves analyzing interactions be-
tween the state and actors outside the state and the mutual influence of such
interactions; these influences encompass not only the state itself but also
social actors outside of the state and sometimes society as a whole. This
observation comes from the larger concern that in state-led industrialization,
where inter-systemic boundaries are not clear, it is necessary to understand
how major institutions and society in general are also impacted from interac-
tions between the state and business.”

Neofamilism provides a unique lens to observe the dynamics of the Korean
developmental state. The dynamic approach here refers to the analysis of
changes within the Korean bureaucracy through the process of industrializa-
tion from 1963 to the 198os, including the origins and characteristics of Korea’s
strong developmental state, how it has changed over time, and the conse-
quent changes in state-business relations. The case of the mc1’s recruitment,
decision-making, implementation, and interactions with business illustrates
how the state underwent changes.

The emergence of neofamilism influenced changing aspects of the devel-
opmental state in the process of economic development. The developmental
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state was disaggregated into the top leader, ministries, and specific bureau-
crats, and interactions between the disaggregated state actors and business
were analyzed as part of forming neofamilism. What happens to the develop-
mental state during the course of economic development? Consideration of
the top leader’s perceptions of backwardness, recruitment patterns, decision-
making, and implementation styles shows that the Korean style of late indus-
trialization brought about a weakening of bureaucracy (debureaucratization)

and ultimately hollowed out bureaucracy.”

IMPACT OF PERSONNEL POLICY

Recruitments within the mcr were based on the combination of merit and
regional ties, which overlapped high school ties. The combination was an
institutional imperative to launch late industrialization out of the sense of
urgency. President Park Chung Hee, the top leader, needed people who were
both competent and loyal. Competency was secured by merit-based recruit-
ment and loyalty by recruiting those who shared regional ties with the presi-
dent (southeastern region). The most serious consequence of such regionalism-
based recruitment for the stability of bureaucracy was the emergence of per-
vasive informal organizations based on regional and school ties. The forma-
tion of informal groups within the mc1 was most visible among those from
the southeastern region of Korea. Those who were alienated from southeast-
ern region groups also followed suit, forming their own groupings."

Those from the southeast were organized based on regional and school
ties such that they comprised the majority. Those who felt alienated from and
resistant toward the southeastern region grouping, especially those from the
southwestern region, organized informal groups.” Informal organizations of
those from regions other than the southeast were not as visible, and their
existence was not taken seriously by those from the southeast. Thus, the
influence of informal groups without ties to the southeast drew little atten-
tion. Nevertheless, solidarity among the members of the ministry and their
identity as one entity weakened while identities based on school and regional
ties strengthened. Such informal identities came to affect not only day-to-day
operations but also personnel policies.”

Informal organizations further facilitated the formation of identity based
on school and regional ties and reinforced the combination of regionalism
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and merit in personnel policies, resulting in weakening organizational integ-
rity and consistency. Accordingly, the ministry became vulnerable to outside
efforts to infiltrate decision-making and implementation processes."
Business owners entrusted family members, relatives, and school friends
with issues that may involve illegality and corruption, while college graduates
were recruited through open competition. As a result, people from the south-
eastern region and graduates of snu worked within the business sector.” Busi-
ness owners thus recruited former generals as board members to establish
access to state incentives and also sought former high-ranking bureaucrats.
Recruitment patterns within the mcr facilitated company penetration into
the ministry. Sharing common networks between state officials and business
managers provide a fertile ground for collusion and laid the foundation for
a deeply structured pattern of “mingling” between the state and business."
It is clear that the combination of merit and regionalism in recruitment to
facilitate late industrialization brought about sources for informal groupings

and opened the door to the penetration of business into state bureaucracy.

PENETRATION FROM POLITICAL POWER

Organizational stability and integrity of the bureaucracy are essential in
deterring attempts by business to penetrate the bureaucracy. Organizational
stability was easily compromised as bureaucrats had to cope with improvised
policies, unrealistic goals, and frequent changes by informally coordinating
with business to realize goals. Bureaucrats were evaluated by their ability to
achieve such goals. When they did not meet said goals, bureaucrats were
replaced without predictability. At the same time, a “parachute” style of recruit-
ment took form, in which people from outside the bureaucracy were brought
in to expedite the implementation of policies.”

The minister of the mc1 took improvised measures to achieve goals,
including contests for export ideas and improvement of the ministry’s admin-
istrative process, and used the results to decide promotions and transfers. For
example, in 1976, the minister issued an order that required 300 bureaucrats,
made up of section chiefs and below, take a qualification test and used the
test results for personnel decisions.”® Lateral entries were frequently given to
those possessing certain degrees and technical knowledge as a form of mo-
tivational pressure to the regular bureaucrats and to spur short-term goal
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achievement.” Such measures damaged solidarity among bureaucrats and
had a severely destabilizing effect upon personnel-related matters. Unsys-
tematic and improvisational evaluation of bureaucrats and frequent outside
hiring brought about destructive outcomes in terms of organizational stability.
Under constant rumors about personnel changes and organizational reshuf-
fling, bureaucrats could not concentrate on their work as they had to seek
outside sources to secure their position and prospects for promotion. In short,
all these gave rise to the “politicization” of bureaucracy.”

Furthermore, President Park’s direct intervention in personnel decisions
weakened organizational stability. Such intervention was closely related to
his obsession with promoting exportation. As a former bureaucrat observed,

Park frequently replaced bureaucrats who could not meet export targets:

0: Was there pressure on departmental heads and directors of
bureaus from President Park?

A: Ministers, vice-ministers, and deputy vice-ministers enjoyed
stability if they performed well.

o: How did pressure on the minister affect the ministry as a
whole?

A: It manifested itself in terms of promotion and assignment of
tasks. If the minister trusted some people, they stayed on. When I
was director, | remember how often directors were replaced. They
were fired for poor performance shortly after they were appointed.

0: You said personnel changes were quite frequent. How frequent
were they?

A: For those who were deemed incapable, replacement occurred
every six months, and this was the case even with the minister. Min-
ister Park Choong Hun himself was replaced after six months and
later brought back to serve eight years, based on good export records.
President Park never hesitated to cut people but did not completely
abandon them and often brought them back again.?

The president’s instructions regarding personnel matters were issued when
he received reports and was conducting frequent on-the-spot inspections.
For example, in 1970 when the export target was set to $1 billion, he urged
the mcr to achieve the target during his annual inspection at the beginning
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of the year and specifically instructed staff to conduct the status inspection
twice a year and ordered the replacement of those who were responsible but
failed to achieve the goals.”

However, as export promotion was the most important concern of the top
leader, exports were the most important standard whereby bureaucrats were
evaluated; in addition, the tasks ordered from the president became the
raison d’étre and operational principles for the mc1. Under such circum-
stances, the ministerial level of personnel policies and bureaucratic stability
gradually deteriorated. That is, the incessant imposition of tasks and the pres-
sure to realize them, constant infusion of outsiders into the ministry, repetitive
purges, and reshuffles and transfers caused chaos within the ministry. Per-
sonnel policies gradually became divorced from principles and predictabil-
ity due to irregular staffing policies. In consequence, increasing penetration
of the ministry by outsiders brought about the weakening of bureaucratic

autonomy.

PRESIDENT-CENTERED DECISION-MAKING AND
IMPLEMENTATION

President Park was more than just a commander in the style of the Japanese
who sets the direction and oversees military units; he was involved in the
details of decision-making. In his annual year-opening speeches, in addition
to announcing new goals, he issued concrete directives as well as bringing up
problems related to his decisions. Thus, he practically made decisions for
ministries, and analysis and evaluations were conducted four times a year
regarding progress on the president’s decisions.”? Consequently, decision-
making is highly centralized around the president; all the major decisions
either originated from him or could not succeed without his support. Such a
dependence upon the top leader gave rise to serious negative consequences
for bureaucratic stability. Decision-making was greatly influenced by the level
of trust that could be secured from Park by ministries and stakeholders, in-
cluding the deputy prime minister, officials at the secretariat to the president,
industry commissions (heavy chemicals, for example), or others close to the
president. Groups that secured the president’s support garnered favorable

decisions.”
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In addition to president-centered decision-making, bureaucrats had to
work in a highly uncertain environment, as most of the projects were pio-
neering experiments in production and export. This rendered bureaucrats
vulnerable to failure.” Such vulnerability led to increasing dependency on
the president for certainty through necessary funding and personnel, based
on quick-changing market opportunities. Adding to the uncertain environ-
ment were the frequent changes of goals, as seen in the constant boosting of
export targets. Such frequent changes led to close contact between bureau-
crats and business as new information necessitated consultation. The fact
that such contacts were primarily based on individual enterprises rather than
industry as a whole increased frequency for individual companies to penetrate
into the ministry.

Finally, the most damaging among the negative impacts of president-
centered decision-making upon the ministry was the enabling of business to
intervene in decision-making via the president. Such chaotic, undisciplined,
and abrupt intervention by business based on earning the president’s favor
was dubbed the “wild horse phenomenon,” in which the regular process of
decision-making is bypassed completely. The result was a top-down style of
decision-making that frequently left ministries and ministers ignored, with
higher-level decisions being simply imposed upon them.” It is clear that the
prominent role of the president in decision-making caused dependency of
the ministry on the top leader in various ways, shrinking autonomy of the
ministry; the president’s personal initiation of policies, detailed intervention
in decision-making, and frequent changes in decisions made are the main
factors driving this dependency.

President Park also was as deeply involved in implementation as he was
in decision-making. Even when decisions were made extemporaneously, he
was willing to draw upon every means to speedily ensure expected outcomes.
His obsession with detailed intervention during implementation was perhaps
most clearly visible in the promotion of exports. He urged bureaucrats to
apply rules and regulations flexibly when they were thought to be impeding
exports; even then, speed was paramount.” These guidelines had serious
implications for bureaucratic integrity and state-business relations, as they
became the standards of daily administration of the mc1. Exports were the
main priority in rendering state support to companies. So strong was the shared
preoccupation with meeting targets among bureaucrats and businesspeople
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that colluding to falsify reports and export records frequently occurred. It
reinforced target-oriented administrative behaviors and consequent “arbi-
trariness” in policy implementation, giving rise to an arbitrary application
of rules and regulations while engaging in the international market through
export.

The president’s intervention in implementation could be also observed in
his strong encouragement of close cooperation and sharing responsibility
between relevant ministries. He tried to reduce confusion by eliminating
inter-ministerial differences, which led him to be closely involved in the de-
tails of implementation. Such intervention was not limited to export issues;
rather, it encompassed virtually every industry. There are many examples for
the sense of urgency and speed in decision-making and implementation,
which led to the president’s crossing official administrative boundaries. For
instance, an order issued on September 30, 1966, even mandated that the
Central Intelligence Agency mobilize to facilitate implementation. Park also
expressed deep concern about the delay in building the Hankook Fertilizer
Company and ordered the kc1a to intervene to ensure that construction
would be completed on schedule.”

Another example is the development of the Changwon National Indus-
trial Complex. The project was hurriedly implemented by presidential order
starting in October 1973. In November of the same year, the leading agency
for the project was changed from the Water Resources Management Corpo-
ration to the Industrial Complex Development Corporation. There was little
idea as to the scale of the complex, land use, or location of factories. It was
typical of the 1960s and 1970s style of development that lacked preparation
of concrete plans.?

Personnel policies of ministries were negatively impacted by such a sense
of urgency. Interorganization boundaries were diluted from violations of
boundaries among sub-units of the ministry, and all personnel resources of
the ministry were concentrated in meeting export goals. As one former official
of the mc1 remarked, all sub-units of the ministry had to join in meeting ex-
port targets, regardless of their original official functions: “All of the depart-
ments of the ministry other than those in charge of textile and small-medium
industries (which were directly responsible for exports in textile) scrambled.
Under the minister who was assigned to meet export targets, the entire min-
istry needed to be united in achieving the singular goal of meeting export
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targets. The motto was ‘think while you run.” And even though it was only six
months, the results were remarkable.”

Naturally, companies inherited this pressure to export as state and business
were put into constant contact during the process of implementation.” Such
pressure ultimately worked to change the nature of state-business relations
in the long run.”? Business not only tried to secure maximal support from the
state for exports but also went beyond by trying to expand the domestic
market. Over time, moral hazard became rampant, particularly in the form
of falsely inflating export records or including defective products. Some busi-
nesses secured permits under the guise of exporting in order to start new
ventures unrelated to exports.”

The president’s influence upon the implementation phase of key decisions
via such capricious intervention led to the arbitrary breakdown of bureau-
cratic boundaries. The emphasis on exports begat unintended institutional
consequences as international markets, which were beyond state interven-
tion, limited administrative arbitrariness. The drive for exports at all costs
resulted in arbitrary implementations of rules and regulations. Finally, the
resulting constant and close contact between the state and business sowed
the seeds for inescapable changes in the relationship dynamics between state
and business. It is clear that the president’s sense of urgency gave rise to the
dilution of administrative boundaries and more frequent and closer contacts
between state officials and business, compromising bureaucratic autonomy

and principled implementation.

STATE-BUSINESS INTERACTIONS
AND HOLLOWING OUT BUREAUCRACY

The formation of neofamilism entailed serious institutional consequences
for the dynamics of the developmental state itself. In a nutshell, neofamilism
resulted in a weakened bureaucracy, which lost such bureaucratic character-
istics as organizational autonomy, legalism, professionalism, and imperson-
alism. The hollowing out of the bureaucracy all began with President Park, who
set ambitious goals with a high level of urgency.

Park’s recruitment strategy of combining merit with regionalism was a
structural cause for intra-ministerial instability, reproduced through informal
groups that were formed based on regional and school ties. Additionally, the
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top leader’s detailed intervention in goal-setting, decision-making, and im-
plementation further impeded bureaucratic autonomy. The president’s sense
of urgency also gave rise to ignoring boundaries between sub-ministerial units,
as well as those between ministries. In addition, bureaucrats had to foster
close relations with business as they moved expeditiously to meet stringent
deadlines, set by a president who did not hesitate to penalize those who failed
to meet his expectations. In fact, bureaucrats had to accommodate business’s
efforts to penetrate bureaucracy through neofamilial ties to secure state in-
centives and render every possible assistance to ensure their business success.
Without business success, bureaucrats’ careers would be endangered.

As for business, aware of the availability of financial, technical, and ad-
ministrative incentives controlled by the state, executives resorted to every
possible means in getting access to the incentives to open, maintain, and
expand business. They sought to leverage every possible neofamilial tie, such
as school and regional ties, from inside and outside of business to secure state
incentives. What aggravated business penetration into state bureaucracy was
the uncertain and volatile environment created by the president. Neofamilial
ties played a bridging role between business and the state bureaucracy. The
upshot of business-state interactions was a hollowed-out bureaucracy: rules
and regulations were frequently violated with impunity, due to strong goal-
attainment orientation. Thus, such mutual dependency blurred boundaries
between bureaucracy and business and other social influence based on neo-
familial ties.

Analyzing the impact of Park’s personnel policies on long-term institu-
tional dynamics reveals that merit principles were intricately combined with
regionalism and other ties, which in turn played important conduit roles be-
tween the state and business. Political influence upon personnel policies grad-
ually undermined bureaucratic stability. In short, the ministry was faced with
two sources that penetrated its own decision-making and implementation,
rendering bureaucratic autonomy to be precarious. Internally, the embedded
regionalism and school ties in personnel policies gave rise to undermining of
bureaucratic stability through the formation of informal groupings inside bu-
reaucratic organizations, affecting promotion and transfer policies based on
regionalism. Externally, state personnel policies were emulated by business
sectors, and state bureaucracies were constantly penetrated by outside influ-
ence, especially business, ultimately causing hollowing out of bureaucracy.
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DEBUREAUCRATIZATION

The hollowing out of bureaucracy is a form of “debureaucratization.”* It
is one of the three patterns of dynamic interactions between bureaucratic
organization and environment: continuation of the original relationship, bu-
reaucratization, and debureaucratization. The first type refers to the contin-
uation of equilibrium; the second to the expansion of the original bureaucratic
boundary to the outside environment, and the third to the compromise of
bureaucratic autonomy due to the influence of the outside environment.”
There are internal and external factors that affect the long-term conse-
quences of bureaucratic organization. Internally, personnel policy is an im-
portant mechanism. Externally, how a bureaucratic organization approaches
and manages the outside environment determines the organization’s long-
term institutional consequences.

In the first two cases of maintenance and bureaucratization, universal val-
ues, power equilibrium, and the principle of competition are secured in inter-
actions with outside environment, and bureaucratic organizations actively
engage the external environment to realize the goals set by them. In the case
of debureaucratization, the bureaucratic organization is influenced by exter-
nal environments and institutions.

Western literature on bureaucracy assumes a clear divide between inside
and outside the bureaucracy, and cases deviating from this model are re-
garded as abnormal. From this perspective, debureaucratization is viewed as
a stage in which the organization’s goals are vulnerable to change and pene-
tration from the outside. Thus, the question on debureaucratization hinges
on the degree of dependency that the bureaucracy has upon the external
environment. Does the assumption of the lack of shared goals apply to the
case of the mcr type of hollowed bureaucracy?

The state and business in South Korea share the same goal of industrial-
ization in the context of late industrialization. The state needs business and
business needs the state. Unlike the assumption set by sociologist S. N. Eisen-
stadt, the setting of strict boundaries is unclear in the case of the Korean
bureaucracy. For instance, the economic goals of the mc1 had to be realized via
private business. The state maintained a superior position over business by
providing various incentives, but the successful implementation of economic

policies relied on private business. This can be characterized as “commanding
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dependency,” where a high degree of interlocking goals exists, a frequently
observed characteristic of late industrialization. However, interlocking does
not necessarily mean the goals are identical; it merely refers to some degree
of sharing. The core issue is how to manage situations in which the respective
expectations of the state and business toward each other diverge. Each case
of late industrialization has its own way of handling the discrepancy between
the expectations of the state and business.

From the perspective of bureaucracy, personnel policy and interaction
patterns with business are important. In the case of Japan, strict merit-based
personnel policies, internal consensus, and institutionalized relations with
business are firmly established to prevent outside influence on bureaucracy.®
The opposite case is the Soviet Union, where the state arrogates social inter-
est to itself. The case of South Korea is distinct in that, unlike in Japan, per-
sonnel policy and interaction with business is not institutionalized, and thus
goal identification and sharing between the state and business quite often
fluctuates between the state and business. The arbitrary application of
merit-based incentives—based on the degree of meeting export goals, ambi-
tious goal-setting, implementation based on a high sense of urgency, and
blurring boundaries with business—all contributed to the hollowing out of
the bureaucracy.”

Squeezed between political pressure from above and penetration from
below, the mc1 was divided into a three-tiered organization. The upper-level
tier beyond the bureau director severely suffered from political pressure and
ultimately became politicized, while the low-level tiers below the department
fell victim to capricious bureaucratization based on frequent arbitrary deci-
sions. The middle tier had to bear pressure from the other two tiers. The
resulting bureaucratic chaos has frequently been regarded as a sign of bureau-
cratization that resists external pressure and tries to secure bureaucratic in-
terests and becomes indifferent to outside influence (pokchibudong).®

However, what happened to the Korean bureaucracy is not so much con-
ventional bureaucratization in terms of formalism, legalism, and collective
resistance to outside influence; rather, Korean bureaucracy is suftering from
bureaucratic chaos that comes from the lack of predictability in personnel
policy, passivity in decision-making, and arbitrary implementation. What is
interesting about this phenomenon is that on the surface it closely resembles
bureaucratization in terms of the lack of policy initiative and indifference to the
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outside due to its passivity, but debureaucratization stemming from the hol-

lowing out of bureaucracy should be distinguished from bureaucratization.”

DYNAMICS OF STATE-BUSINESS RELATIONS

The analysis of state dynamics and of interactions between the state and busi-
ness in the process of industrialization sheds new light on how state-business
relations evolved over time. The state’s perception of business at the begin-
ning of industrialization, business approaches to the state, the modes and
patterns of interactions, and ultimately the hollowing out of the state itself
are important factors that need to be considered in understanding the chang-
ing aspect of state-business relations.

Explanatory frameworks differ on the reason for a shift in state-business
relations. One view is that the state effectively became a hostage to business
as it could not abruptly stop supporting business, mainly due to the growth
of business influence and partly due to the path dependence of past behav-
iors."” Another view highlights the exhaustion of state roles and functions in
relation to business. Here the overlapping functions of the state with those
of business are highlighted in that as the business grew in size and scope, the
functions of the state became obsolete." Besides, with democratization the
developmental state had to face challenges from new political actors, such
as labor.™ A third view is that the image of business challenging the state is
based on the phenomenal growth of business in terms of volume and scope.
Indeed, Korean chaebols grew phenomenally: in 1979, the total assets of the
30 largest chaebols were 52.9% of cpp of South Korea, which jumped to 56.5%
in 1986 and 66.7% in 1994.® Such expansion of the chaebols was quickly
interpreted as a source of autonomy upon which chaebols even came to chal-
lenge the state.

This transformed image of business is all the more remarkable considering
the historical backdrop regarding business dependency on the state. First,
the image of business’s lopsided dependency on the state has historical ori-
gins. When the military took power in 1961, it issued a special law punishing
illicitly gained wealth in the past. Businessmen were arrested and forced to
comply with state demands. Such measures contributed to the perception
that business was subject to political control. Second, the state’s perception of
business was that business was not ready to develop on its own to compete,
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especially in the international market for exports. This perception in turn led
the state to take a strongly protective approach by providing a wide range of
incentives to business.”

Although business undeniably shifted from being weak and dependent to
becoming bigger and stronger, we still lack a more nuanced picture of
state-business relations in terms of the specific changing dynamics of the
developmental state and their mutual impacts upon each other. Whether
the developmental state ended up being constrained by strengthened busi-
ness, or the state graduated from its own functions and thus business came
to substitute for the state, or state autonomy was challenged by new actors,
what is needed is a close examination of the dynamically changed institu-
tional character and ethos of both the state and business over time. To do
this, it is necessary to go beyond functional logic, to transcend a structural
dichotomy between a strong state and weak business or between strong busi-
ness and a weak state. There is more to state-business relations than a purely
zero-sum logic, which can only be understood through analyzing the micro-
dynamics of state-business relations over time.

Even in a one-sided relationship of command and subjection, the strong
side is not completely free from influence of the weak side, nor is the strong
side always superior to the weak. Furthermore, the existing approaches do
not pay close attention to the process and consequences of mutual impact
between the strong and the weak over time. Without understanding such
processes, it does not logically stand that those mere changes in original con-
ditions reversed the relative positions of the strong and the weak over time.
How did the business sector affect state dynamics, and in turn how did those
dynamics affect state-business relations? Strategies of business in dealing
with the state also need to be analyzed. Without attending to interactions
between the state and business over time, the changing nature of the state-
business relations cannot be properly understood.®

State-business relations evolved within the context of business’s extreme
level of dependence on the state from the outset. Dependent relations are not
a static or monolithic concept; they can manifest in different forms over time.
At the same time, dependency once established seldom disappears com-

“ We should not assume the weakening state and ascending business

pletely.
without understanding interactions between the two over the course of indus-

trialization; a dependent relationship takes on different forms over time.”’
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COMMANDING DEPENDENCY
AND DEPENDENT MANIPULATION

Dependence on Business for Goal Achievement

At the initial stage of industrialization, the state enjoyed a commanding po-
sition in state-business relations, whereas business was dependent, in that it
had to follow the state. This situation began to quickly change as implemen-
tation progressed. A new dynamic between commanding and dependence
emerged through state-business interactions that focused on exports. The
mct had to promote exports at all costs by mobilizing every possible means.

Against this backdrop, the mc1 executed export promotion policies to meet
targets set by the president. Favoritism frequently became a controversial
issue but was not taken as seriously when rampant pragmatism drove imple-
mentation. Violation of regulations were tolerated if targets were met, as
shown by one case that happened in the mid-1960s. The mc1 opposed in-
specting the taxes of trading companies as it might negatively affect export
promotion. When criticism arose surrounding favorable treatment in relation
to big enterprises’ cartel issues, the mc1 changed its ministerial decree before
the law for the coordination of smi1s (small-medium industries) was made.
These demonstrate that procedural measures, legal or otherwise, could be
liberally applied when exports were at stake.

Meanwhile, contact between the state and business further increased and
became more institutionalized. Since 1965, the president began overseeing
export promotion meetings on a monthly basis and export goals were scruti-
nized.® The president issued orders and received feedback every month.
Within the mc1, monthly consultative meetings with business examined
export-related problems and obtained concerns from business. Thus, private
businesses involved in exporting came to be involved in institutionalized
processes and held regular contact with the president and related ministries,
including the mc1.* Under intensifying pressure to export, the ministry’s
coordinating power began to weaken. For example, in the second half of
1966, the minister of the mcr called in businessmen and encouraged them
to achieve export goals.” Initially the mc1 put pressure on companies that
were unable to meet export targets but shifted over time toward methods of
persuasion and ultimately entreaty when the situation became urgent and

difficult.
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Bureaucrats at the mcr busily pleaded to companies to meet export targets.
At first, they threatened to cut support to business unless export targets were
met by a given deadline. Where this approach failed, an alternative attempt
promised incentives for realizing targets, namely a recommendation for a
presidential citation. When even this did not work as intended, bureaucrats
were ultimately forced to defer to companies by asking about the bottlenecks
to increasing exports. In response, companies issued every detailed complaint
and bureaucrats had to listen. Thus, companies held the upper hand in pro-
moting exports.” In order to realize export targets, companies had to comply
with commands from the state and yet tried to take advantage of state bureau-
crats who were constantly under pressure from the president to realize export
goals. Knowing the vulnerability of state bureaucrats, companies’ perceptions
of the state changed visibly to take advantage of it.

Beginning in 1975, the mc1 pursued a policy to establish large-scale com-
prehensive trading companies as a way to secure export bases. Once granted
permission to operate a trading company, a company could receive guaran-
teed state support in the form of financial, tax, and foreign currency incen-
tives.”” The introduction of comprehensive trading companies meant a larger
portion of big business involved in exports and greater room to secure incen-
tives from the mc1, making it more difficult for the mcr to control companies.
“Business grew indifferent or insensitive to government policies. A situation
developed where it became difficult to hear even words of appreciation from
business.” The scale of “trading companies” grew in the course of specializa-
tion and growth through export.*

Comprehensive trading companies took every measure, legal or not, to
maximize state support. Rather than improve competitiveness or productiv-
ity, their primary goal was to demonstrate visible export results regardless of
legality: “The state provided incentives based on export volume regardless
of profitability. Thus, there was no difference between a company making a
99-dollar profit with one dollar cost and another making one dollar profit
with a gg-dollar cost. Under such circumstances, which companies would
choose the first way with all the troubles and effort?”” The government
strongly demanded export increases in return for the incentives provided to
business. This encouraged the practice of dumping, or exporting a product
at aloss, and even the purchasing of export records from other companies to
meet state expectations.
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Policy Learning and Manipulation of Business

Business circles learned how to increase their influence on the mc1. They
learned that it was quite effective to go through political channels to influence
the ministry, and when involved in projects of high priority to the state, this
approach allowed business to obtain additional benefits. The best example of
this was a presidential ordinance to freeze private loan markets on August 3,
1973, from which the business sector learned that the state would still continue
supporting them despite their mediocre performance.” Such confidence led
all the major companies to participate in the government’s large projects under
the Heavy and Chemical Industries (1c1) program without much critical think-
ing or planning. Business also learned that the most effective means to exercise
influence on bureaucracy was through high-level political channels rather than
through legal and rational bureaucratic channels.”

Squeezed between political influence and business sectors, bureaucrats
gradually lost their coordinating power. Regular meetings between business
and the president provided new grounds for political approaches to business
matters. Decisions made by bureaucrats were frequently changed due to ex-
ternal influence, as seen in the cases of investment coordination and exiting
underperforming business.”® When many companies ended up with large
debts due to unrealistic expansion, the government tried to apply special
measures to correct the situation, yet companies used political connections
to try to avoid sanctions. In turn, the capacity for government to correct the
situation weakened.

The government adopted a policy to promote the et sector by guaran-
teeing all possible supporting measures after selecting individual companies.
A good example is the shipbuilding industry. The government urged Hyundai
Construction Co. to conclude a contract with a Greek shipbuilding company
and used it to obtain loans from British banks to establish Hyundai Heavy
Industries. Also, in an attempt to develop the heavy chemical industry by in-
viting related companies to industrial sites, different sites for different industries
were decided on: the second steel plan in the end of Nakdong River; non-
ferrous metals in Onsan; machinery in Ch’angwon; shipbuilding in Koje;
electronics in Kumi; and chemical industries in Yosu and Kwangyang.”

Based on such investment plans by the government, it was presumed that
strong supporting measures would follow. In fact, special support was given
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to all the major firms in the ner sector. In the case of Hyundai’s Ulsan ship-
yard construction, the government directly adopted a plan to construct port
facilities. The opposition party at that time criticized the plan as being a spe-
cial favor to Hyundai, but the project was carried out.® Thus, businessmen
were well aware of their influence on government. That is, they learned
through experience and assumed that if they started big projects, the gov-
ernment had to support them. The more the government emphasized certain
projects, the easier it was to get support from the government. This led to a
dilemma: the government, once committed, was put into a position in which
it could neither render continuing support nor stop supporting business.”
To summarize, at the beginning of industrialization, the mcr1 or the state
was able to mobilize business with support from the president. However,
faced with ambitious export targets imposed by the top, the mc1 lost control
over business and their autonomous position vis-a-vis business began to
erode. However, this does not signify a fundamental change in the relative
position between the state and business. Instead, it meant the state’s depen-
dence on business expanded and intensified during industrialization. That
is, the state’s command over business became more dependent on the latter
for success, reaching the point of commanding dependency. Business, how-
ever, embraced state projects with a high degree of confidence that the state
would support them. In a mutually dependent situation, business learned
how to maximize state support. Business responded to the state’s command-
ing dependency through what could be termed manipulative dependency: a
shift from the one-sided dependence of business on the state to business
manipulating the state at both political elite and bureaucracy levels. As the
president’s top-down decision-making intensified, bureaucrats had to comply
with increasingly over-ambitious targets, which in turn increased contact
between the state and business. Bureaucrats had to command business while
being dependent on it (commanding dependency), whereas business learned
to affect internal decision-making of the state (manipulative dependency).

THE CHANGING NATURE OF STATE-BUSINESS RELATIONS

With the state bureaucracy undergoing a hollowing out, the nature of state-
business relations evolved from business merely taking advantage of resources
and opportunities given by the state to business more actively mobilizing the
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state to their benefit through resistance and threats to change state policies.
The forced restructuring of underperforming companies is a good case in
point. Overinvestment and redundant investment had become a serious prob-
lem by the mid-1970s. The ambitious and urgent implementation of heavy
chemical industries ended up with excessive facility investment, resulting in
the proportion of “policy-related finance” constituting 80% of total bank
loans.®> Companies ended up overinvesting without considering actual de-
mand, under the expectation that there will be ample state support behind
state-promoted projects. Such investment dysfunction gave rise to excessive
competition and decreased productivity, to the point where the situation
could not have improved without forced restructuring.

In 1979, the government announced the so-called Comprehensive Eco-
nomic Stabilization Policies of April 27 to deal with overlapping investments,
especially in the areas of shipbuilding, generation facilities, petrochemicals,
construction machinery, and specialty steel.”” The Investment Adjustment
Measures of May 25 focused on generation facilities and Daewoo’s over-
investment in shipbuilding. Investment in generation facilities was divided
into two groups, Hyundai and Daewoo/Samsung. Hyundai Heavy Industries
particularly presented various demands, such as support for investment, op-
eration funds, and administrative support, and was passive in taking over the
Hyundai Yanghaeng, so that it only took over the assets while excluding
debt.** Later, investment in generation facilities was divided into three com-
panies under the investment adjustment for the ncr sector. Hyundai took
over automobiles while Daewoo absorbed Hyundai Yanghaeng. Daewoo
came to ask the government for 700 billion won in support, and the deal
could not be completed at the ministerial level and was brought back to the
drawing board.”

Under the new military government in 1980, all previous polices were
nullified and a new plan for investment adjustment was prepared for gener-
ation facilities, automobiles, and heavy construction machinery. Daewoo was
supposed to take over Hyundai Yanghaeng but was not able to come up with
even half of the 200 billion won that was needed for the takeover. Therefore,
Daewoo ended up asking for the rest of the amount from the government.
Ultimately, Hyundai Yanghaeng, renamed Hanguk Heavy Industry, was reor-
ganized as a public corporation.® Another typical example is the case of
Daewoo Shipbuilding, which complied with President Park’s order to take
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over Okp’o Shipbuilding and established Daewoo Heavy Industries in 1978.
The president promised 250 billion won of support in return for the take-
over.”” However, additional support did not arrive smoothly after Park was
assassinated in 1979, so when Daewoo completed the shipyard in 1981, it faced
worldwide depression and came close to bankruptcy. Chairman Kim Woo-
choong threatened the government with bankruptcy unless the government
provided additional support.®®

The Daewoo case demonstrates that to the state, a takeover of a troubled
company meant the acquiring company would rely on itself. Yet, from the
acquiring company’s perspective, a takeover was understood as a guarantee
of state support. Business followed state policies, but when things became
difficult, they asked for state support. That is, business reasserted claims
based on what they had learned in the process of industrialization, indicating
the business sector’s improved bargaining power.

Business has succeeded in overturning government decisions to their
benefit in other ways. On June 28, 1980, the government adopted financial
reform to abolish preferential interest rates for policy funds that the govern-
ment renders to business.”” The measure also prohibited fake names in finan-
cial transactions to enhance transparency (real name reforms). The business
community successfully blocked this measure through lobbying.”” Another
significant case involves the decision for the Sunkyong Group’s entry into
the mobile communications industry in July 1992. The mc1 originally wanted
to postpone the decision, arguing that the designation of companies for the
second mobile communication industry would negatively impact the trade
deficit. However, the Ministry of Communication advocated pursuing
the project in the name of developing communications services. The Eco-
nomic Planning Board (ep8) sided with the mc1, citing the same reasons
about the trade deficit. However, President Roh Tae Woo made a political
decision to complete the decision before his term was over. The chaebols
originally supported the Ministry of Communication, but once Sunkyong
was designated as the main company, they politicized the issue and tried to
link it to the presidential election in December 1992. Sunkyong ultimately
returned its business permit.”!

The most salient example of a business’s persistent effort was Samsung’s
announced intention to enter the auto industry in January 1990.”? The Korean
Automobile Industry Association and the existing auto companies strongly
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opposed the plan, arguing that the move would create excessive competi-
tion. Considering the opposition, the mc1 delayed making a decision until
August 1990, when the mc1 further postponed the decision until the second
half of 1991.” Samsung once again expressed its intent to enter commercial
vehicle production, and existing auto companies continued to collectively
strongly oppose Samsung’s decision. The mcr once again took a cautious
reserved position and did not make a definitive decision. Existing automakers
also launched political lobbying. In the meantime, Samsung Heavy Indus-
tries announced that Samsung was planning to start auto production. The
mci refused to open public hearings, a procedure required by law, and finally
in July 1991 permitted Samsung’s entry into the auto industry.™

The implications of these cases are that the bureaucracy, which had been
hollowed out due to excessive penetration of external influence, had more
difficulty in making autonomous and consistent decisions. Decision-making
capacity based on technical and rational criteria was hampered due to increas-
ing influence from the outside, including the political sphere. In this respect,
the hollowed-out bureaucracy that emerged in Korea is distinct in nature
from what happened in Western Europe. In the latter case, hollowing refers
to the weakening of central state power due to the liberalization of state func-
tions to the private sector; in Korea, however, state bureaucracies eventually
came to lose bureaucratic functions based on laws and lose professionalism
due to the penetration of external influences.” A key problem was that the
state had become so accustomed to wielding state initiatives to support busi-
ness during industrialization that they could not sufficiently perceive the
extent to which business had learned to exploit state support. Even when the
government threatened to stop support when business didn’t comply with
demands for investment adjustment, business knew that the government was

ultimately bound to take over investment losses.”

HOLLOWED COMMANDING AND BARGAINING DEPENDENCY

Due to the many irregular measures and constant revision of decision mat-
ters, business perceptions toward the eps and the mc1 had already changed.
Business, through various contacts with the state, fully learned how to turn
even disadvantageous situations to their advantage. Under such circum-
stances bureaucrats had to change the measures that they took due to the
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manipulations by political and business circles. The repeated practice of such
behavior gave rise to hollowed commanding, in which state decisions lost their
effectiveness due to weakened state capacity. Meanwhile, with state policy-
making and implementation becoming ineffective due to this hollowed
commanding, the chaebols’ approach to the state evolved to actively manipu-
lating the state beyond merely receiving advantages and resources in a depen-
dent manner.

Such an overly aggressive and demanding posture of business can be
viewed as challenging a weak state. For example, Kim Eun Mee observed that
the fact that chaebols were deeply involved in major economic decisions
about chaebol consolidation in the early 198os is proof for a compromise
between strengthened chaebols and a weakened state.”” To fully understand
the institutional legacy of dependency characterizing chaebols or business,
an analogy is in order. State-business relations are analogous to father-son
relations: when a grown son tries to be independent of his father, he is bound
to cause friction or disagreement with his father. Yet the son may ultimately
return to his father for help, in which case the father cannot but help the son.
In the 198os, business tried to avoid state control but attributed any troubles
to the state—and ultimately expected the state’s protection and support. Ac-
cordingly, business frequently does not attribute its troubles to itself, with the
majority of responsibility attributed to the state. It was not easy to locate busi-
nessmen who were willing to take risks; why take risks when there were easier
ways? Business pointed fingers at the state, expected special favors, and denied
the state’s attempt to oppose chaebol initiatives: “Chaebols wanted limitless
state support . .. chaebols wanted favors without state and political interven-
tion. What they want is a laissez-faire environment along with state favors
and the suppression of labor.””

Business during industrialization can be compared to a child who pilfers
money from the father’s pocket; business pursued its own interest through
the state’s industrial policies. The chaebols, which grew in scale and scope
over the course of industrialization, took advantage of the state in increasingly
sophisticated ways. However, what is important is that the growth of the chae-
bols did not bring about a fundamental change in state-business relations. As
a son returns to a father when he is in trouble, so did chaebols return to the
state with their woes, asking for special favors, as one former high-ranking
bureaucrat testified:
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A: From the perspective of the government, supporting business
was regarded as “incubating.” The state tried to push out business
to stand on its own as there was a limit to what the state could do.

0: When did the government take such a position?

A: It was when the heavy chemical industries were started. The
government tried to drive out chaebols and encourage them to
be independent. The reason for the failure to do so is simple. There
was a time when the government provided special favors to business
mainly to concentrate capital, which was scarce. The government
used that as leverage over business for some time. Now the govern-
ment urged chaebols to fight against bureaucracies to become inde-
pendent of state influence. The position at higher levels was that it
was time to wean.

0: What was the chaebols’ response? They did not like to be
weaned?

A: Of course, they did not want to. They wanted to do away with
government controls while holding on to the special favors that they

received.”

As pointed out earlier, the current literature on the relationship paints a
dichotomous picture for state-business relations. In contrast, our analysis
demonstrates how the strong state-weak business dynamic at the beginning
of late industrialization changed to one of strong business-weak state. The
reference for such a dichotomy comes from a state-society confrontational
model drawn from Western experiences. As shown all along, state-business
relations were not simply one between the strong and the weak in which the
order simply reverses over time. In late industrialization, goals are shared and
the state has to support business for success. The state maintained a superior
position over business with its incentives. This relationship can be charac-
terized as commanding dependency on the part of the state and dependent
manipulation on the part of business, in which business tries to maximize
state benefits within the context of dependency.

With time, the state came to lose control over business due to this hollowing-
out process, not only due to business challenging the state from a position of
greater size and strength. This weakened capacity of the state can be called
“hollowed commanding.” For business, a better understanding of how to take
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advantage of the state without fully overcoming dependency or still main-
taining a willingness to depend on the state creates bargaining dependency,
in which business wants to exercise greater bargaining power with the state
but continues to be dependent on the state. The underlying assumption of
this analysis is that dependency once established cannot be easily shed, and
thus a mechanistic approach to state-business relations based on size and
scale needs to be reviewed critically.

The top leader’s sense of national backwardness and urgency to industrial-
ize had a decisive impact on setting goals as well as on the style, substance,
and speed of decision-making and implementation. This in turn affected the
modes of operation of the ministry and ultimately led to changes in bureau-
cratic integrity. The president’s ambition was a considerable source of pressure
upon bureaucrats, making bottom-up decision-making virtually impossible.
Dependence on the top leader in decision-making and initiation of new pol-
icies gave rise to heated competition among bureaucrats to secure the presi-
dent’s trust and support, along with the so-called wild horse phenomenon in
which outsiders sought direct contact with the top leader, bypassing bureau-
crats. All these brought about the politicization of public bureaucracy.

Decision-making from a sense of urgency also heightened the need for
information from outside the bureaucracy. However, more importantly, the
president’s drive to export forced bureaucrats to develop closer relationships
with business. Such mingling inevitably led to arbitrary decisions and situa-
tional responses due to company-specific policy not based on institutional-
ized procedures. Related to these outcomes are the double-faced conse-
quences of export-oriented policies. On the one hand, export volume worked
as an objective standard for evaluating bureaucrats and a constraining force
on corruption, as exports depend upon the international market. On the
other, obsessive export promotion permitted loosening standards in applying
rules and regulations, giving rise to arbitrariness in decision-making and
implementation.

Last, president-centered decision-making patterns easily crossed bound-
aries between administrative agencies and hampered institutionalized inter-

actions between administrative units. The mc1’s ability to coordinate different
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units within the ministry crumbled. President Park’s regional background and
sense of urgency to industrialize created an organizational culture combining
regionalism and merit in personnel policy. Through use of the merit system
and regionalism, the top leader secured loyalty and enhanced effectiveness
and efficiency of economic developmental policies. Consequently, the pro-
portion of mcr officials from the southeastern region of Korea created infor-
mal organizations based on regional backgrounds. Such a phenomenon was
not unique to the mc1 and spread to business and the rest of society.** Such
mimesis of state by society in turn exposed the bureaucracy to greater risk of
being penetrated by external social actors, particularly business. In addition
to such structural factors, the president’s frequent warnings and punishment
of failure to meet export targets through personnel changes further under-
mined organizational stability.

In terms of decision-making, rapid economic development meant deci-
sions had to frequently change, resulting in pragmatism where every possible
means had to be mobilized to realize goals. During implementation, the phe-
nomenon of particularism emerged, in which governmental policies were
aimed at specific companies, which further reinforced mingling between
bureaucrats and business in decision-making. Pervasive particularism in pol-
icy implementation indicates an extremely volatile environment with a high
degree of uncertainty, as there is much ambiguity in daily decision-making
and implementation.” Thus, the merit system lost its effectiveness when
combined with regionalism, and overly ambitious goals and their hasty im-
plementation blurred internal and external boundaries. As a result, the orga-
nization of the mc1 was not bureaucratized; rather, the bureaucratic nature
of the mc1 was hollowed out over time from constant penetration of outside

influences.
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Discourses on civil society have, over their long history, evolved in different
directions, depending on time, place, and sociopolitical contexts.' Yet there
has been a tendency to indiscriminately apply a universal and ahistorical con-
cept of civil society to describe different settings. An example of this trend is
the idea that civil society is a part of society with a life of its own, different
from the state and largely autonomous from it. Civil society thus has been
envisioned to lie beyond the boundaries of family, clan, and locality.?

This typical illustration of autonomous society and limited state, based on
market economy and legal institutions that protect individuals, has been
widely adopted and used regardless of regional and historical differences.
However, this view is merely an extrapolation of British or French cases, or
“a privileged moment in the history of England, Scotland, and France.” As
sociologist Adam Seligman observes, “it should be clear by now that however
admirable the idea of civil society is as a political slogan, we should have
serious doubts as to its efficacy as a concrete model for social and political
practice. These doubts arise both from the inadequacy of the idea itself, along
with the contradictions that inhere to it, and from the fact that it reflects not
only a particular stage of historical development in the West but the partic-
ular conditions that are obtained there and not necessarily in other parts of
the world.” When this image of civil society—which spans macrostructural
levels down to individual psychological characteristics as components of civil
society—is extrapolated to the non-Western world, it is either adopted as an
ideal, highly abstract model lacking in detailed historical analysis or conveyed
as ideal weapons in anti-authoritarian struggles.

At the same time, the discrepancy that the concept of civil society causes
between the ideal and reality easily leads to frustration or an inferiority complex
among political activists in the non-Western world. More specifically, when

the concept was extended to Eastern Europe, Asia, and Africa, it became
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associated with democratization. In these newly democratizing countries,
the term civil society was adopted not because of existing or available condi-
tions for a civil society but rather because of its freshness and novel symbolic
value for mobilizing people around anti-dictatorial movements.” Such a
political use of the definition of civil society has led to confusion and myths
surrounding the relationship between democratization and civil society.
Equating civil society with democratization leads to a misconceived notion
that wherever there is democratization, there is civil society.

While it would be misleading to think of democratization and civil society
as being unconnected, the prevailing conflated view cited above tends to
uncritically regard oppositional forces arrayed against non-democratic re-
gimes as necessarily constituting civil society. As philosopher Axel Honneth
remarks, “This concept served to tie together all the spheres of social action
not belonging to state institutions, insofar as these spheres could serve as a
basis for the construction of a democratic opposition.”® Opposition forces
are composed of various groups, whose natures and orientations can only be
understood in relation to the wider social context and to leading political
groups. That is, depending on features of the structure and ethos of a society,
opposition forces that merely engage in democratization movements may or
may not develop into civil society. As one expert on the issue pointed out,
without holistically considering general characteristics of society or ordinary
citizens, literature tends to focus on elite-led or dominant democratization
movements at the top rather than at the level of society and its ordinary citi-
zens.” The general literature on civil society misses this point.

This elite-oriented approach tends to view the number of opposition
groups and civil organizations as an indicator of civil society development.
The sudden mushrooming of civil organizations during or after democratiza-
tion is certainly a big change that is not to be ignored, but the sheer number
of organizations do little to describe the depth and extent of civil society.
Weber aptly comments that “the quantitative spread of organizational life
does not always go hand in hand with its qualitative significance.” Related
is the tendency to identify social movements with civil society. The fact that
social movements have been instrumental to toppling non-democratic
regimes is significant in understanding the nature of civil society. However,
there is a rift between anti-regime movements and the development of civil
society. Whether social movement leads to civil society depends on many
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other factors, such as general societal features and the nature of the relation-
ship between political elite groups and the masses.

The confusion and myths originate from the fact that elite-led democra-
tization movements in Eastern European and Asian countries adopt the same
definition of civil society as seen in prototype cases such as Great Britain and
France without considering historical contexts. In latter cases, civil society
originally had more to do with social order than political order, where grad-
ually political democracy grew based on social conditions. In contrast, in
non-Western cases, political democratization was initiated and led by elite
political groups that were not necessarily joined by social groups in the form
of social movements. Political sociologist Luis Roniger’s remark on this point
is germane: “Whereas the concept was phrased originally in connection with
the nature of modernity, in the last decade the revival of interest in civil
society has been connected with the process of democratization. This has
created a widespread conceptual identification between civil society, democ-
racy, and equality.”

New ways of understanding civil society reflect such frustration and limita-
tions of the conventional use of civil society and seek possibilities of diverse
paths to civil society framed by context. Historian Frank Trentmann’s remarks
in this regard are revealing and significant: “Rather than crystallizing into a
single master definition, then, the modern history of civil society is an unfold-
ing dialogue between different imaginaries of the social. The dialogue rests on
a shared recognition that society has its own life with roots outside the state
and a shared interest in the mechanisms and values that make society work,
not on any programmatic, let alone ideological, agreement on its relationship
to state and economy.” Trentmann’s remarks raise interesting and important
comparative questions. For instance, regarding the autonomy of civil society
in relation to the state, one might question the different degrees and thus differ-
ent patterns of autonomy, depending on the historical and institutional devel-
opment of a society. Another point to consider is whether individualism is a
necessary condition for civil society and, if so, whether we can imagine differ-
ent degrees of individual autonomy as a basis for civil society.

Such concerns about avoiding a historically specific conception of civil
society led to relatively more open and dynamic definitions. Sociologist Jef-
frey C. Alexander, for instance, defines civil society “as the arena of social
solidarity that is defined in universalistic terms. It is the we-ness of a national
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community, the feeling of connectedness to one another that transcends
particular commitments, loyalties, and interests and allows there to emerge
a single thread of identity among otherwise disparate people.”™ Such broad
definitions are meant to go beyond historically specific cases of civil society
and open possibilities to accommodate different paths of civil society devel-
opment. However, it is important to accept different patterns of state-society
relations and thus varying degrees of social autonomy in different contexts as
well as to come up with a typology of different cases of social changes in the
world, based upon which a comparative framework can be formulated.”
Korean scholarship on civil society is thus due for re-examination through

the lens of neofamilism.

KOREAN STUDIES OF CIVIL SOCIETY

Most of the problems and weaknesses as seen in the general research on civil
society are evident in studies of Korea. For instance, it is generally assumed
that democratization is closely related to civil society. Civil society is viewed
either as (a) an important contributing factor for democratization or (b) its
consequence. In many cases, the relationship between the two views is not
clearly stated. Scholars who adopt the former view approach civil society as
a way to explain democratic transition and consolidation, while the latter
camp focuses on expansion and development of civil society.” The exact
nature of the relationship has seldom been questioned. Impressed with the
number of organizations that were formed during democratization, civil
society is presumed to have existed to oppose the authoritarian regime and
was assumed to have bloomed further with successful democratization. Ulti-
mately, a strong continuity is assumed to exist between civil society and social
movements for democratization. Establishing such a mechanistic connection
between civil society and democratization makes it difficult to question the
nature of social movements prior to democratization and to discern whether,
why, and how social movements necessarily lead to civil society."

This lack of clarity is, however, not accidental; it reflects the lack of un-
derstanding the complex relationship between socioeconomic changes and
democratization (political changes).” Democratization initiated by politi-
cized activist groups, successful industrialization, and an emergent middle
class and workers led to an easily assumed conclusion of the existence of civil
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society. Mass participation in the democratization process is regarded as
being tantamount to civil society. Democratization is viewed as a joint effort
by both elite activists and the masses (minjung). Social movements are
understood to develop almost automatically into civil society.

Here the aforementioned pitfalls of the current literature repeat them-
selves. Absent are concrete analyses of historical patterns of the emergence of
civil society; the typical state-versus-society model is imposed on the Korean
case, and opposition at the elite level is assumed to be shared by the masses
without a detailed analysis of the relationship between the two. As will be
shown, it is true that the elite and the masses held certain shared interests in
opposing authoritarianism in the process of Korean democratization, but that
says little about the relationship between the two groups or about the extent
to which such a sentiment of opposition against the authoritarian regime was
shared. In short, the Western model was imposed without a concrete analysis
of social structure and ethos at the societal level at the time of elite-initiated
democratization after liberation.”®

Indeed, a review of major works on civil society in Korea reveals how such
an automatic assumption of civil society leads to awkward explanations of the
nature of Korean civil society. Frequently quoted peculiarities are cultural
and historical in nature, such as civil society without civic rights, lack of plural-
ism, family orientation, network orientation, inability to develop civil values
and inner moralities, amalgamation of modern and traditional values, and
regionalism. Within this cultural perspective where cultural characteristics
of Korean society are shared, there are some variations.” One view argues
that despite the distinctiveness of state-led economic development, the
Korean middle class emerged as a pillar of civil society as in the West. In this
view, negative factors such as a strong central state power; statism; a state,
capital and mass media tripartite alliance; cronyism,; a politicized civil society;
the weak foundation for the welfare state; and the weak link of civic organi-
zations to the grass roots in Korea are attributed to state dominance

A slightly different set of views within this Korean tradition of studying
civil society contends that cronyism and authoritarianism were the problems
with the state, while a different pattern developed at the societal level through
capitalistic development and education.” These views, despite differences,
share the flaw of mistakenly presuming the separation of state, economy,
and society—with little understanding of how the state, economy, society, and
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tradition all interacted to cause distinct patterns of cultural and social changes
and state dynamics during Korea’s late industrialization.

Put difterently, these views suffer from the assumption that industrialization
brings about universal social consequences. From this perspective, it becomes
extremely difficult to understand how the emergence of the middle class in
Korea occurred under strong traditional and non-modern cultural values.” At
the same time, as long as they hold assumptions of universal industrial social
changes, there is no way to consider how culture interacts with industrializa-
tion, and therefore cultural values are viewed as remaining static and treated
as separate from the industrialization process. These approaches attempt to
mitigate this pitfall by attributing “negative” cultural values to state dominance
or dependent development patterns. However, they do not explain why and
how the state or dependent forms of development were related to these tradi-
tional values without affecting society and particularly the economy. In short,
it is futile to posit the assumption of universal industrial social changes regard-
less of the patterns of economic development. Thus, without an adequate
framework to explain how tradition and culture interacted with economic de-
velopment in which the state plays a strong role, it becomes difficult to synthe-
size cultural and economic changes. The absence of a framework to understand
how culture and tradition interact with the economy led to a strangely optimis-
tic view that regionalism can be conducive to rejuvenation of civil society.”

In fact, it is almost fashionable to try to understand distinctive features of
Korean civil society by models developed in Western contexts. Korean Marx-
ists argue that civil society is too ambiguous to locate the true social base for
democratization and that the true base is minjung, a synonym for all oppressed
forces under authoritarian rule.”? Other views adopted a trichotomized model
of state/political society/civil society, with political society inserted between
civil society and state. These efforts to understand distinctive aspects of
Korea’s civil society reinforce the universalistic view of civil society by treating
distinctiveness within universal frameworks. Furthermore, such model-based
approaches of trying to fit realities into models fail to suggest frameworks for
understanding distinctive aspects of interactions among state, economy, and
society.?

One of the interesting points of confusion in Korean literature is the treat-
ment of chaebols from the perspective of civil society. Marxists consider
chaebols as a part of the state, while another view describes chaebols as
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agents for confronting the state. Most literature is silent about the chaebols’
theoretical status and relation to civil society. As much as this indicates con-
fusion in the field, it is important to note that we lack an adequate political
sociology of late industrialization.

The state is significantly absent in the discussion of civil society in Korean
literature. It is only logical when we consider the Western orientation of the
models and arguments. However, given the state’s strong role in industrializa-
tion and other matters, it is necessary to consider how the state evolved institu-
tionally during and after industrialization and democratization. First, while
shedding assumptions of universal industrial social changes, a conceptual
framework and empirical analyses are needed to determine the structural fea-
tures and distinct ethos that emerged in the course of industrialization. Second,
the relationship between the political activist groups and the masses needs to
be better differentiated. Third, the state and international factors need to be
considered in terms of their roles and impacts in relation to civil society.”*

In short, the Korean case is complex in that at the political levels there
was sharp confrontation between opposition groups and the regime, while a
completely different structure and ethos emerged among the masses, result-
ing in serious implications for the emergence of civil society in Korea. Neo-
familism is crucial in understanding the dual aspect of Korean masses: on the
one hand, they were sympathetic toward anti-authoritarian struggles; on the
other, their daily lives were run based on neofamilial practices for survival.

The next task is to explore these complex interaction patterns.

STATE-SOCIETY RELATIONS IN A COMPARATIVE PERSPECTIVE

The following analysis is aimed at demonstrating the distinct patterns of
state-society relations; they are not intended to historicize each pattern, and
therefore they are ideal-typical in highlighting fundamental differences
among the four different types of state-society relations: state-versus-society,
state-in-society, state-over-society, and state-leading-society.

State-versus-Society Model

Great Britain is an exemplary case for the state-versus-society model. It is
well known that Britain experienced spontaneous industrialization in which
the market played a major role and thus the state’s presence was negligible.
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Class rose as a new basis of social identity, and individualism became the
primary mode of personal existence. To the extent that British civil society
was against the state in this implicit sense (as opposed to the active opposi-
tional stance of the French bourgeoisie), the state’s role was limited to legal
provisions for charity, incentives for workers to establish self-help savings
banks, promoting fraternal societies, retail and industrial co-ops, and legal
guarantees for labor unions.”

Such perception of state and society by the bourgeoisie led to a prolifer-
ation of voluntary organizations at the rural as well as urban levels. The fact
that voluntary organizations spread through the entire nation distinguishes
the British case from late developers, where civil organizations are usually
organized at the central or urban levels. The voluntary organizations in
Great Britain were operated on democratic principles, providing a high level
of affinity with the political democratization process that was to follow.”

One important factor in the growth of civil society in Great Britain was
the role of political parties. Local party organizations went beyond their role
in elections to become instrumental in political education and inculcation of
values: local parties implemented regular lectures and discussions of political
issues and programs to understand the requisites of a good government. They
also implemented projects to teach people how to read newspapers critically
and develop critical ways of thinking, offered recreation programs, and sug-
gested habits to abide by laws.”

The most important implication of the British experience for other cases is
its gradual transition from economic changes to political ones. Social instability
was avoided due to the democratic transition that occurred amid economic
plenty. The British pattern of democratization is distinguished from many non-
Western cases where democratization was launched by certain elite groups. In
Great Britain there was considerable affinity between economic changes
based on the market and patterns of social change. Civil society was implicitly
linked to market principles in terms of individualism and universalism, an as-

pect that cannot be easily applied to other cases of social and political changes.

State-in-Society Model

The state-in-society model is one in which the state is disconnected from
social organizations; thus, social organizations are autonomous from the state

and have no engagement, or the state cannot reach them.” In the African
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context, state boundaries do not necessarily coincide with traditional tribal
boundaries due to colonial control, rendering the state’s reach among villages
difficult. Traditional villages are left autonomous and thus resistant to state
influence. Migdal calls this situation strong society versus weak state and
characterizes it as a “web-like society” in that once the state reaches the vil-
lages, it cannot move or get out.”

There are three different forms of social organization in a web-like society
in terms of their orientations toward the state. One group is basically survival
oriented in nature. Urban migrants organize themselves based on regional
and blood ties to survive harsh urban settings. Naomi Chazan calls them “a
medley of local improvement societies, farmers’ and women’s cooperatives,
and spiritual churches.” These groups are isolated from the state and do not
undermine the state’s power. The second group is more threatening to the
state in that they contend and supersede and thus try to take over the state.
Fundamental groups, ethno-national movements, and ideological associa-
tions belong to this category. The third group includes trade unions, student
organizations, and women’s organizations. Chazan calls them pseudo-civil
society as they resemble civil society but are actually strongly influenced and
manipulated by the state, primarily via patron-client networks. The state lacks
the discipline and consistency to deal with these organizations, which fre-
quently invoke particularistic access to state power.’

These three groups are not conducive to the development of civil society.
The first group is withdrawn from the state, the second challenges it, and the
third internally undermines state authority. In particular, the phenomenon
of withdrawing from the state is quite serious as people protect themselves
by relying on their own survival mechanisms at the local level. Chazan ex-
plains in the context of Africa that “with state agencies unable or unwilling
to assume responsibility for the welfare of their citizens, individuals and
groups had to devise methods of fending for themselves in conditions of
growing impoverishment. A variety of survival strategies, ranging from migra-
tion and passive resignation to self-encapsulation in local or religious com-
munities and parallel market activities, were refined and elaborated during
the early 1980s.”*2 Behavioral consequences range from “passive departici-
pation, repression or empty form of controlled participation.” People tend
to rely on primary groups and narrow communities for survival, leading to

“abdication from the public sphere” and “a virtual exit” from the state.”*
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In short, the social and political legacies persisted in a slightly different
form under the undisciplined mode of African state operation. While the
state is arbitrarily strong, it lacks institutional integrity or discipline and is thus
in actuality weak and unpredictable. Society had to adjust to such state be-
haviors and isolate from the state. The African situation provides two import-
ant lessons in our understanding of civil society. First, autonomy of social
organizations alone is insufficient for civil society unless the autonomy is
engaged with the state. Second, a weak state is not necessarily good for civil

society, and the mode of state operation affects civil society formation.

State-over-Society Model

The state-over-society model is based on the political, economic, social, and
international experiences of the former socialist countries, including the
Soviet Union and those of Eastern Furope, in which the state absorbed
political, economic, and social functions. The highly overcentralized system
did not function properly from the start.” One of the institutional conse-
quences of the malfunctional socialist system was an increasing gap between
formal and informal institutions. Amid hardships such as extreme shortages
of goods arising in the formal sector, socialist societies had to rely on informal

social relations to survive.®

Informal practices meant subversions of official
goals, rampant false reporting, and lying, which further widened the gap be-
tween official and private realms.

Opposition toward the communist system had to hide underground or face
severe surveillance. With the sudden death of the communist system in Fast-
ern Europe countries such as Poland, Czechoslovakia, and Hungary, oppo-
sition groups developed during severe state control resurfaced but were faced
with the serious task of overcoming legacies. These groups found themselves
mired in a deep sense of elitism and status based on hierarchy. Being recruited
into these opposition groups, which evolved into pro-democratic forces, be-
came a daunting task for which the right contacts were needed to be a mem-
ber. The monopoly that opposition groups held was heavily tilted toward
unity within the groups, and thereby they lacked effective conflict manage-
ment. Gradually, fragmentation of opposition groups led to political division
as different groups struggled for resources and members. Under such circum-
stances, political parties formed without much linkage to society. Conse-
quently, their representation function was weak if not nil, and they were quite
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disconnected from the interests of people. Civil organization bridged this
disconnect between political parties and society at large. The weakening of
the state’s roles in state-society relations and the enforcement of laws exacer-

bated the situation; non-political or trivial issues became easily politicized ¥

State-Leading-Society Model

This model is based on cases of late capitalist industrialization, mainly from
Germany and partly from Japan, and is thus the most relevant to understand-
ing the emergence of civil society in Korea. One common element among
late industrialization cases is that the state played a major—if not the most
important—role in industrialization; the contents and extent of the state’s role
vary by case, in turn affecting modes of social changes. However, in all cases
the state was supportive of business, which held ownership and was responsi-
ble for economic outcomes. The way in which the state affects social changes
in late industrialization is determined by the social-structural conditions at
the time of industrialization and the degree of the state’s manipulation of
traditional values, behaviors, and institutions.

Although the social-structural consequences of late industrialization vary,
a common element among the late industrialization cases of Germany, Japan,
and Korea is a strong statist or elitist tradition, where state exists above indi-
viduals or society and is perceived as playing a leading role. As such, the state
is entrusted to do good for society. Such perception of the state was reflected
in the ethos and growth of civil society in Germany and Japan. In Germany,
significant growth of civil organizations occurred during the late eighteenth
and nineteenth centuries. On the surface, there were numerous civic orga-
nizations ranging from hobby groups to charities that resembled those in
Great Britain. In fact, this time was called a period of civil organizations.

However, such apparent similarities beguiled the state’s strong influence
on German civil society. First was the tradition of following the state or en-
suring a harmonious relationship between state and society. Second, during
Bismarck’s period such a harmonious relationship denoted an increasing
influence of state on society. Amid increasing workers’ organizations and po-
litical activism, the state interfered to slow down the development of civil
society and blocked horizontal linkages among civil organizations through
various social protection laws and policies. This depoliticization effort by the
state toward civil organizations gave rise to peculiar features of German civil
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society. German civil organizations, though numerous, were apolitical in that
they avoided confrontation with the state.™ Such a harmony-oriented stance
of civil organizations was a fundamental difference between German society
and French and Anglo-American ones. Unlike the latter, German civil orga-
nizations were not based on individual autonomy and lacked freedom from
state interference.”” There were persisting feudal influences of the Junkers,
whose lifestyle was emulated even by the new middle class.™

German political institutions were not conducive to the development of
civil society either. German bourgeois political parties remained aloof from
the masses as they were initially elitist and thus disconnected. Parties’ social
bases were narrow and particular; workers, large landowners, large industri-
alists, Catholics—these groups all had their own parties. As Sheri Berman
notes, “instead of reconciling the interests of different groups or creating a
sense of national unity, therefore, parties reflected and deepened the divi-
sions within German society.”" As for bourgeois parties, their elitist organi-
zational style was a failed attempt to develop grassroots linkages.” Such weak
nationwide political institutions further drove people into their narrow civic
organizations during the hard years of the 1870s and the 1920s. Citizens’ ac-
tivities were confined to their own organizations rather than crossing inter-
organizational boundaries, until Hitler overcame this pattern.

Although Japan shared Germany’s deferential attitude to the state, Japan’s
path of social change in the course of late development was different in that
there were no powerful, old social groups like the Junkers. Instead, the polit-
ical elites made every effort to redefine Japan’s tradition in terms of values
and institutions. They found and reinforced affinity between organizational
prerequisites for industrialization and ie, the traditional social unit. Japan
worked judiciously to combine the principles of ie with the notion of individ-
uality in modern civil codes and family law. In the area of social welfare,
family obligations were given priority over those of the state. Efforts were
made at the local level to revive the neighborhood system of premodern
Japan and to teach self-help and self-management methods. The government
intervened in labor-capital relations to ensure class conflicts were contained.®
All of these efforts amounted to a reinvention of tradition. As a result, the
state was regarded as an agent of progressive change for traditional society,
and the boundary between the state and society was often blurred. Ultimately,

the goals of the state and society were viewed as identical.*
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Among the four patterns of state-society relations, one can discern two
distinct modes of civil society formation: one is the bottom-up socioeconomic
model and the other is the top-down political model. The state-versus-society
model represents the first type, while the state-leading-society and the
state-over-society models describe the second. In the bottom-up socio-
economic model, emergence of civil society was gradual and thus a rather
even and comprehensive pattern of change developed at the social and eco-
nomic levels. At the same time, the discussion of civil society covers as low
a level as individuals in terms of personal autonomy. In contrast, in the top-
down political model, the discussion of civil society is made in conjunction
with how to derive a relatively autonomous arena out of the state-dominant
institutions and everyday practices. The Korean case clearly belongs to this
model. The state led industrialization, whereby Korean society followed the
state’s leading role in economic development. Neofamilism was a social con-
sequence from interactions between the state and society through economic
development. In the political field, democratization was initiated by anti-
authoritarian political activists. Thus, Korea’s case shows a mixed pattern:
the attitude of Korean masses who lived in the strong neofamilial environ-
ment toward democratization and the disjunctive relationship between them
and the political activists are crucial in understanding the emergence of civil

society and democracy in Korea.

BEYOND LOCATING SOUTH KOREA'S
STATE-SOCIETY RELATIONS

From a comparative perspective, the four types of state-society relations help
us contextualize Korean civil society. First, the ideal-type cases highlight the
importance of understanding general social structure in discussing the nature
of emerging civil society. The former socialist cases and the German and
Japanese cases direct our attention to the nature of social structure before or
at the time of democratization. A complex mixture of formal and informal
organizations and fragmented aspects of former socialist societies need to be
considered in understanding the process and nature of civil society.
Relatedly, the mere emergence of the middle class or the formal existence
and number of civil organizations should not be taken as evidence per se of
civil society, let alone a strong civil society. If voluntary organizations resign
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themselves only to their own survival, without connection to the state and
other organizations, they cannot be said to constitute civil society. German
and Japanese cases show that the ethos of the middle class and civil organi-
zations as well as the patterns of interactions among civil organizations all
need to be taken into consideration. Autonomous organizations need to be
interactive and communicative with one another to facilitate the develop-
ment of civil society. Autonomy without engagement negatively impacts the
prospects for development of civil society.®

Second, the cases of the state-leading-society model indicate the impor-
tance of examining the role of the state in social change, particularly in how
it takes advantage of traditional values and institutions, and to analyze the
variegated social structures arising from late industrialization. Germany had
to struggle to reconcile the increasing formation of the working class with the
traditional Junkers. In Japan, there was no immediately visible traditional
group like the Junkers and thus it was able to redefine Japanese tradition with
much ease. In both cases, states played a strong and active role in shaping
their intended social structure, in contrast to the case of England, where there
was a hampering effect upon the spontaneous emergence of civil society.

African cases show that a weak state is not necessarily conducive to the
development of civil society. Arbitrary intervention or oppression by the state
certainly does not facilitate the development of civil society. A general per-
ception has been that a strong state is not conducive to civil society.* Relax-
ation of state control is needed but should not be understood as weak. Fur-
thermore, the state needs to function predictably and provide incentives to
the development of civil society. Thus, the notions of “weak” or “strong” are
best understood in terms of describing the scope and depth of state control
over society; a strong level of control should signify the state’s capacity to
maintain institutional boundaries with society and maintain a certain level of
predictability. Capricious or arbitrary state actions cause confusion and
chaos, which are inconducive to civil society. A weak state not only militates
against civil society; as demonstrated in the African case, it may further de-
stroy emerging civil society due to its lack of legal discipline and ability to
provide equal protection. Finally, modes of state operations, such as person-
nel policies and distribution of incentives, can affect the nature of organiza-

tion and social groupings in societies where civil society is yet to emerge. For
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instance, patrimonial modes of operations in the state may encourage society
to move in that direction.

Regarding the relationship between civil society and democratization, the
four cases highlight the need to understand the relationship between oppo-
sition groups and society in terms of the extent to which the wider society
affects, both formally and informally, the structure and ethos of opposition
groups. As is clear in the case of the Solidarity movement in Poland, oppo-
sition groups could not exist without the protection of intricate informal
networks of wider society. Also important is the extent of cooperation and
protection and the common values shared between the two sides, as well as
the internal structure of opposition groups in terms of hierarchization, inter-
nal cohesion, and general ethos.

The relationship between civil organizations and political parties needs to
be carefully analyzed in terms of affinity, differences, backgrounds, and ori-
entations. Related important issues include the degree of linkage between
society and political parties, relations among political parties in terms of com-
munication and compromise, and the tradition of political parties and the
degree of their connection with society. For instance, the extent of elitist
orientation, the nature of the social base, and patterns of interparty rivalry
need to be closely analyzed before drawing a conclusion about the role po-

litical parties play in the attainment of civil society or democratization.

NEOFAMILISM AND ITS IMPLICATIONS
FOR KOREAN CIVIL SOCIETY

The three key aspects of neofamilism—identity, individual survival strategies,
and institutional consequences—impinge on civil society. Neofamilial identity
describes how these ties define an individual and prove highly consequential
in designing one’s life strategies for survival. The quality of various neofamilial
connections also determines the degree of access to state power.
Neofamilism as a strategy refers to the use of neofamilial ties to promote
socioeconomic interests; rather than “playing by the rules,” people mobilize
such ties to promote their own interests. This behavior interferes with the
application of universal norms and predictability in administrative and legal
operations. Neofamilism at the institutional level is the consequence of the
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other two aspects: identity and survival strategy. It refers to the effects that
neofamilial identities and survival strategies have on institutions. The social
consequence of the development of small, neofamilial units is that society
loses its structural configuration and institutions are rendered vulnerable to
outside penetration based on neofamilial ties.

In fact, neofamilism operates at both macro and micro levels. At the macro
level, neofamilism discourages the creation of class-based units, as seen
through rampant regionalism in Korean elections at all levels (legislative and
presidential).¥” At the micro level, transfers and promotions in public bureau-
cracies are based largely on school and regional ties and are also observed
in the business sector; blood, school, and regional ties are salient features in
management structures. These characteristics necessitate reconsidering other
institutional consequences of Korea’s industrialization; prevalent assump-
tions about the existence of a coherent middle class, the emergence of civil
society, and bureaucratization require serious revision. The Korean middle
class shares only an income level; its constituents are otherwise segregated
from one another according to their means of gaining access to the state. In
fact, the entire society is stratified by the degree of accessibility to state power.
As for bureaucratization, contrary to prevalent thought, the Korean bureau-
cracy has been hollowed out, its bureaucratic elements diminished.

The pervasiveness of neofamilism in Korean society becomes apparent
through the lens of the neofamilial structure and its practices and extends to
political, administrative, social, and cultural areas. It has become a significant
part of defining one’s identity and a means for survival. Widespread neofa-
milial practices have serious implications for civil society, however defined.
For instance, neofamilial practices show how social trust is limited to small
groups based on school, blood, and regional ties. Thus “real communication”
and information flows do not fully circulate throughout society. People seek
“real” information, the value of which is only confirmed through neofamilial
ties; trust is established based on the degree of trust attributed to the person
providing the information. Consequently, information is not fully shared. The
range of people for contact is also limited to those who share neofamilial ties,
and those who are connected are treated differently. Inter-neofamilial group
boundaries are very rigid. This raises serious issues regarding legal universal-
ism, in that laws are not always applied predictably and equally. It is obvious
in this context that the modular citizen is quite inconceivable.®
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Neofamilial ties have also been used primarily to get access to state power
to secure incentives provided by the state. This important fact illustrates at-
titudes and behavior of dependency upon the state, which is quite contrary
to autonomy from the state, as is the case with the state-versus-society or
state-in-society models. Indeed, Korean neofamilial practices gave rise to one
type of state-leading-society model in which both state and society were
weakened in the process of industrialization: the state was hollowed due to
constant penetration by neofamilial groups while there lacked a sense of a

larger abstract notion of society beyond small group identities.

CIVIC MOVEMENT GROUPS OR ORGANIZATIONS
VERSUS CIVIL SOCIETY GROUPS

We now analyze how neofamilism interacted with ruling opposition groups
(elites) involved in democratization, social movements, and political parties
to clarify the relationship between democratic transition and civil society.
The Fifth Republic of South Korea was born in 1981, through a military coup
d’état in 1980 after the assassination of Park Chung Hee, marked by amend-
ing the constitution to adopt an indirect selection of the president. The col-
lapse of the authoritarian regime was a spectacular process that involved a
large coalition of various social and political forces in Korean society: the
“June Democratic Uprising,” from June 10 to June 29, 1987, drew ever more
diverse and larger sectors of Korean society, reaching the point where the
police could not control the situation. The 17-day run of demonstrations
ended on June 29 with the Declaration of Democratic Reform by Roh Tae
Woo, the ruling party presidential candidate. It was proclaimed by the anti-
authoritarian forces that the victory was won by the participation of various
sectors of Korean society, such as students and both white- and blue-collar
workers, representing a victory of the masses. The June Democratic Uprising
was unprecedented in recent Korean political history in terms of the range
and scale of participation in democratization, its success the result of long
struggles by organized anti-regime groups. Because detailed analysis on anti-
authoritarian struggles has been done elsewhere, it suffices here to provide
a short overview concerning questions about Korean civil society."

Political relaxation under the Chun Du Hwan regime began in 1983, giving
rise to new alliances among students, workers, and church leaders. The
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Minch’ongydn (Youth Coalition for Democracy Movement, ycpm) was
launched in 1983 and the Han’guk Nohyop (Korean Council for Labor Wel-
fare, kcLw) was established in 1984. Two national umbrella organizations
appeared: the Council of Movement for People and Democracy (cmpp),
which emphasized a more radical orientation, and the National Congress for
Democracy and Reunification (Ncpr), with a more moderate orientation,
organized in 1983 and 1984, respectively. These two organizations were con-
solidated into Mint’ongyon (People’s Movement Coalition for Democracy
and Reunification [pmcpr]) in 1985. In May 1987, the people’s movement
groups organized the National Movement Headquarters for Democratic
Constitution (N\MHDG), 24 groups and organizations that represented labor
and peasant organizations, various religious leaders, journalists, writers, and
other intellectuals.

Thus, the number of organizations that participated in democratization
movements in Korea is quite numerous and impressive and at least provides
sound evidence for activism in civil society. It is only reasonable to assume
that civil society in Korea contributed to the emergence of democracy and
that democratization further facilitated the development of civil society. How
can we differentiate Korea’s pattern of civil society development from other
cases? The answer depends on how to characterize the nature of the rela-
tionship between civil society groups and broader society. One view is that
the distinctiveness of Korean civil society, unlike what happened in the
state-versus-society model, lies in the fact that the Korean bourgeoisie was
under strong state influence even after Korea was considerably industrialized.
At the same time, unlike elite-based democratization, in which links with the
masses are not closely established, the anti-authoritarian groups who strug-
gled for democratization constantly claimed their connection to Korean
masses. This view, while accepting the positive role of civil society in democ-
ratization, places the Korean case of the relationship between civil society
and democratization as neither a state-versus-society model of the West nor
one in which elitist orientation is quite strong, as in Latin America.”

By recognizing the positive role of civil society yet leaving the Korean case in
conceptual limbo, this view does not address the basic problems facing Korean
civil society. Even when this view points out the dangers of state influence over
and politicization of civil society, it does not adequately explain them. Over-
coming such a conceptual limbo requires clear distinctions to be made between
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an abstract and a macro level of concept such as civil society and the nature
of civic organizations within it, on the one hand, and between civic organiza-
tions and larger society beyond civil society, on the other. As shown in the four
models, civil society groups and civil society either overlap, or the former
emerges from the latter only in the state-versus-society model, which describes
spontaneous socioeconomic changes following political changes.

The nature of the relationship between civil society groups and larger
society needs to be specified depending on the context. For instance, scholars
observed that various sectors of Korean society, including the middle class,
participated in anti-authoritarian regime struggles and thus supported de-
mocratization.” A logical conclusion from this premise is that there was-
almost no gap between political elite groups and larger society. However, one
view is that there existed widespread political groups called masses (minjung)
that were not only economically but also politically oriented against the upper
class. More specifically, it is believed that a sort of collective mass conscious-
ness exists in Korean society. The widespread feeling according to this view
is that the masses are separate from upper layers of society and that the latter
cannot understand the former. Also strong is the perception that masses
should not blindly follow upper layers of Korean society but that they should
be autonomous.”

Therefore, the masses are those who are not composed of any singular
economic class but are rather an amalgamation of trans-class orientations
sharing a similar political orientation against a common enemy (illegitimate
ruling groups). An implication of this view is the presumed existence of strong
ties between the masses and the anti-authoritarian activist groups. Apart from
the question as to the true orientation of the masses—whether they are real
entities or describe sentiment—this view does not explain the following con-
flicting survey results. While about half (49%) were in favor of economic
development over democratic reform in 1993, about a quarter (26%) chose
democratization over economic development. In 1997, however, less than a
tenth (9%) replied that democratization was more important than economic
development for their nation. As a result, their desire to live in a greater democ-
racy remains, by and large, an abstract political ideal signifying few of the
concrete practices of democratic change.”

In practice, there has been little decline in the propensity to which Koreans,

whether democrats or non-democrats, are committed to authoritarian means
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of dealing with national problems, as demonstrated during the first demo-
cratic government. A large majority (66%) remains subscribed to the belief
that a powerful dictator, such as former General Park Chung Hee, is more
effective than a democratic government in handling those problems; a ma-
jority (s8%) rejects the democratic method of conflict resolution in favor of
the authoritarian method.”

Thus, the complexity lies in the Janus-faced political orientations of the
Korean masses, which supported and even participated in the democratiza-
tion process while maintaining anti-democratic tendencies as described.
Rather than assume the congruence of perspectives between masses and the
opposition groups, this complex relationship needs to be explained. One ex-
planation is economic in nature. As political scientist Doh C. Shin concludes,
“adherence to such authoritarian practice remains linked to the economic
gains that many Koreans personally experienced during three decades of
military rule.”® This view may explain the undemocratic tendency but not
the pro-democratic side of the masses’ orientation.

A more plausible explanation is provided by historian David Steinberg
when he says that democracy may have been taught as “an abstract concept
in schools (conformity was taught in practice), but was clearly undercut by
observable events outside the classroom.” According to this view, demo-
cratic principles learned at a cognitive level are opposite to the realities of
practice, possibly explaining the double-faced orientations of the masses.
However, it cannot explain why the masses decided to participate in demon-
strations in the late 1980os in particular. In other words, while this view seems
reasonable, its universal validity itself is its weakness, thus serving merely as
a background variable.

A more crucial variable is the existence of a high level of cognitive disso-
nance between college life and post-college life. While in college, the ma-
jority of students experienced an acute collective guilt that they did not ac-
tively participate in student movements.” This psychological burden became
exacerbated as they entered the business world after graduating, as they had
to accept and follow neofamilial practices for survival. Under such circum-
stances, cognitive dissonance emerged between real life and the dictates of
their consciences. This process served as a base for a psychological and sen-
timental bridge between salaried white-collar workers and opposition groups,
especially student groups.
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Another significant situational factor is the Kwangju massacre of 1980,
which deeply affected many Koreans. The results of one survey show that
the masses were most supportive of “punishing the military leaders who
plotted a coup in 1979 and ordered the massacre of Kwangju residents in
1980.”% A high level of concern and propensity to be involved in anti-military
regime demonstrations are therefore quite conceivable, given the aforemen-
tioned cognitive dissonance already embedded in the minds of many college
graduates and the recent memory of the Kwangju incident. In addition, the
enhanced economic status of those who joined the struggles must have
played some role by providing a sense of confidence. Thus, an array of struc-
tural, psychological, and situational factors came into play in the process of
the collapse of the authoritarian regime.

A critical note is that the link between the political activists and the masses
was based on sentiment, not on any institutionalized mechanism. That the
masses targeted the regime rather than the entire system is also important.
This means that in both political and civil society, opposition groups are not
systematically linked to the general masses once anti-regime struggles are
over, and strong neofamilial practices persist at the societal level. This situ-
ation can be demonstrated more vividly when attention is directed to prob-
lems of Korean civil society formation, as outlined below.

The current status of Korean civil society is better understood by focusing
on civic movements and the extent of the gap between civic movement and
larger society. The gap vividly manifests in “civic movement without citi-
zens.” This phenomenon can be understood from two perspectives: first, the
degree of participation in civic movements can be an indicator at the mass
level. As expected from neofamilial structures and ethos, the majority of
Korean people conduct their lives in neofamilial settings. As one finding
shows, over seven in 10 (73%) are affiliated with at least one of the primordial
associations built on fraternal, neighborly, or religious ties. In contrast, only
one in six (15%) belongs to any business or communal institutions that sym-
bolize civil life in modern society featuring high levels of industrialization
and urbanization.*

This means a low portion of Korean people is affiliated with institutions
related to civil society. A large majority (85%) is not affiliated with any modern
type of mass organizations that directly seek to influence the governing pro-
cess. Among those affiliated with these types of associations, which serve as
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channels of representative democracy, a small minority (38%) join multiple
and diverse civic associations. This indicates that Korea is still a nation of
numerous elements that are closed off from one another.” Consequently, the
proportion of the population that is affiliated with modern civil associations
is 9%, and just 4% is affiliated with interest groups or business associations.””
The findings are clear: beyond the organic boundaries of the personal ties
deeply rooted in the pre-industrial age, a vast majority of Koreans remain
unconnected with one another; they still refuse to join hands with strangers.®?
Other survey results roughly show a similar tendency. Among 817 Seoul res-
idents, only 6.2% replied they were participating in civil activities; 17.7% were
actively participating 17.7%; and 11.2% stated that they contributed.

From a second perspective, the organizational structure and mode of
operations of civil movement organizations indicate a gap between larger
society and civil movement groups. First, most civil movement groups are
run by former political activists. According to one survey, Korea’s new civic
movement is primarily led by civic activists and professors (59%), full-time
professional workers (21.3%), volunteers (16.4%), and general membership
(3.3%). The proportion of civic activists is much higher in the case of “voice”
types of civic organizations (67%), which advocate for change, than in the
case of service type organizations (48%), which promote knowledge or en-
gagement.** Personal networks are also important to promoting membership
and recruitment of leaders and activists (as opposed to cognitive recruitment
in the West) in Korea’s new social movement.” These characteristics reflect
that Korea’s civic movement has been top-down in nature, led by professional
groups such as social activists, professors, and lawyers. Also, the fact that civil
organizations have grown faster in the area of publicity that focuses on raising
social, economic, and political issues further reinforced the leadership role
of civic activists and professors.

Such organizational features raise several related issues. The weak social
basis for civil organizations naturally means a low degree of financial auton-
omy, which in turn indicates dependency on support from state, business,
individual donations, and profit-making projects. The low level of citizen
participation leads to decision-making that is largely dominated by a handful
of top leaders or permanent staff.® More important is the tendency for civic
organizations to expand their focus of interests, which dilutes professional
competency. For instance, Korea’s Citizens” Coalition for Economic Justice



Civil Society and Democratization 149

(xcej) originally covered a range of areas, including unification issues,
information and science, environment, women’s issues, urban planning,
government reforms, agricultural issues, and international exchanges. The
organization has grown to 20 committees and councils, four auxiliary orga-
nizations, and 30 regional branches. The expansion of organizational scope
is not limited to the kcEy. As discussed below, virtually every organization has
experienced the expansion of organizational scope.

Another noteworthy consequence of the weak social foundation is
“attention-seeking” behaviors of these organizations as a way to demonstrate
their raisons d’étre.”” Many civic organizations raise issues to get attention
from society, focusing on politically sensitive topics including medicine-
pharmacy differentiation, driving out unfit candidates for the National Assem-
bly, and the minority rights movement. Again, this issue-oriented behavior
means weak continuity and long-term strategy. Shifting attention from one
issue to another sometimes causes the “fallacy of no error.” Civic organiza-
tions are faced with issues for which the long-term implications or solutions
are uncertain, as they were either poorly understood or prepared.®®

POLITICIZATION OF KOREAN CIVIC ORGANIZATIONS

Politicization is the most serious consequence of civic movements and orga-
nizations without citizen participation; Korean civil organizations have been
criticized for being too involved in the political process. The tendency toward
politicization takes form in different ways, including excessive attention to
political issues, attempts to reorganize into political organizations, and the
leadership of civil organizations entering politics. Civic organizations’ ten-
dency to pay heavy attention to political issues is closely related to seeking
attention from the general public.®’

In terms of an oversensitive orientation toward political issues, civil society
groups or civil movement groups were primarily concerned with political goals
and means, irrespective of socioeconomic conditions. Prior to the 198os, the
major political goals of student movements included anti-Korean-Japanese
normalization, an anti-constitutional amendment, opposition to the dispatch
of troops to Vietnam, and autonomy from dependence on foreign powers.
Recent issues include the reduction of the number of National Assembly
members, the revision of political party law, and implementing hearings for
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high-ranking ofhicials (in doing so, some activities questioned the legality of
campaign activities involved in driving out unfit candidates).”

The second aspect of politicization is the securing of entry to political
positions by civic activists, a tendency supported by several cases. Under the
government of Kim Young-sam (1993-98), several leaders of the kcEej joined
either the cabinet or the ruling party.” The final aspect of politicization of
civic organizations is an inclination to organize separate political parties.
Within the kcij, the Korea Environment Movement Coalition, and other
organizations, there have been serious debates concerning the desirability of
converting the civic movement into a political movement. These debates
started after the local election in 1995 when some leaders of the kcej openly
proposed the idea for “political reforms through politicization of civil move-
ments.”” Yet another similar debate came up several months before the 17th
National Assembly election in July 2003. Representatives of various civic
organizations issued a joint declaration that urged the need to form a new
political force for political reforms.”

The reason the anti-authoritarian political activists targeted the regime was
that basic political rights, such as voting rights and freedom of association, were
granted without struggles in the founding constitutions in 1948 under the influ-
ence of the United States. As the target was the regime, not individual rights
per se, a growing gap developed between the general masses and the political
activists who later became the backbone of civic organizations. That is, the
struggles were “upward” against the regime as the political activists did not need
to secure basic individual political rights. Such distance from the general masses
and upward struggle against the regime led to a situation in which their struggles
were closely related to and influenced by the main oppositional political figures,
such as Kim Dae Jung and Kim Young-sam. In fact, different groups of activists
supported either of the two prominent political figures of the time.

The people’s movement groups were split into three different camps. The
first camp argued for “critical support” (pip‘anjok chiji) of Kim Dae Jung, who
succeeded Kim Young-sam as president and was “relatively progressive.” The
pMcDR was aligned with many student organizations, and the ycpm took this
position. The second camp called for talks to resume between the two Kims
and insisted on negotiating a single candidate. This camp argued that the
important issue was not progressiveness but the “electability” of a candidate.
The Seoul Labor Movement Coalition and various student groups belonged
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to this camp. The third camp, composed of many labor unions and radical
student groups, deeply distrusted political society and proposed an indepen-
dent “people’s candidate.” This camp argued that it was time for the people’s
movement groups to organize themselves as a meaningful political force.™

In this regard it is important to note that even the labor movement was
viewed as a part of the political struggle rather than being specifically for the
interests of workers, such as strengthening labor unions. While labor leaders
were very cautious toward elevating labor disputes at the political level out
of fear of political retaliation, students-turned-workers were much more will-
ing. On this difference in perception of the significance regarding labor
movements, one former labor activist remarked that “students sometimes do
not appreciate how precious our unions are and how many sacrifices we had
to make in order to establish these unions.””

Political choices that anti-authoritarian activists made after the break-
down of the authoritarian regime revealed not only the distance between
workers and themselves but also where their motives lie. Based on the activ-
ists” affinity for opposition leaders such as Kim Young-sam and Kim Dae
Jung, former civic movement leaders joined political groups. In choosing
political camps, their personal or regional connections were more important

than ideological or policy affinities, as one former activist testified:

[t was at the end of 1987 or the beginning of the year 1988 when
intellectual groups entered the political world in large numbers. More
than 100 of them joined the first opposition party, the Pyongmin Party,
between the 1987 presidential election and the April 26 general election.
More than 100 intellectuals joined the party if my memory serves me
correctly. Most of them entered college between 1974 and 1981. Ten
of them ran for office and the rest became party functionaries. Kim
Dae Jung promised that if he failed in the presidential election, he
would organize a good quality party. We joined him with the thought
we could build up a regular party. Put differently, we joined the party
as if we were launching a political movement. But now the situation
is quite different. Now the new “386” generation does not enter the
party as party functionaries.”

In fact, it is customary in Korean politics to classify student activists
turned politicians in terms of their entry point into politics: for example, the
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April 19 student uprising group, the June 3 generation of the mid-1960s, the
Yushin generation of the 1970s, and “Generation 386” of the 1980s.” What is
institutionally significant about Generation 386 of the 1980s and early 1990s
democratization is that they are not only large in numbers but are also well
organized: their organizations are even called “families,” based on the soli-
darity founded upon longtime participation in secret ideological circles. As
prestigious high school alumni associations constituted major human net-
works, these “family” organizations have become a major source of political
solidarity and groupings. Due to their historical background as secret organi-
zations, they are exclusive and closed to outsiders, as was the case with the
Solidarity movement in Poland. Of course, such clandestine organizations
existed largely in isolation from the general masses. One former student ac-

tivist described the situation as follows:

The notion of family is not only limited to explaining student move-
ments in the early 1980s. We need to pay attention to the active
“family” alumni associations with the emergence of “Generation 386”
as a political force. As well known, high school associations were the
main sources of human connections. What is happening now is that
informal groups (“families”) are organized based on members of past
student movements and are becoming a major source of human con-
nections. In the early 1980s, the core of the Seoul National University
underground student movement was called “family” or “team.” The
origins of these units vary, but most of them started in 1971, when
campus circle activities were banned by special military order, going
underground when the circles were disbanded by force. Major under-
ground circles at Seoul National University were “Apple,” “Aka,”
“Gate,” “Guggyong,” “Nongbop,” “Kyongbop,” and “Hugyong,”
which are acronyms or abbreviations.”®

The factors above contributing to the distance between political activists
and the general masses should be understood in a wider and longer historical
perspective that accounts for a strongly embedded tradition of elitism. Elitism
here refers to the belief among the intelligentsia and political elites that
they should lead society and the masses. When elitism is combined with the
senses of backwardness and urgency, elites tend to think that they are the
ones who should plan for the future on behalf of society and that whatever



Civil Society and Democratization 153

they do would be viewed by the rest of society as legitimate and positive. This
belief assumes that elites are self-sacrificing and do whatever they can for the
future of the country. As such, elites’ behaviors and thoughts have never been
empirically scrutinized. Normally, the thoughts of leading groups developed
into programs that map the future of the country. Given the push from the
West at the end of the 19th century and ensuing colonial rule, ideas of the
elite have been seldom tested empirically until the 1960s. [deas and thoughts
of political activists of the 1980s and 199os were no exception to this pattern.
Although the real gap between the elite and the masses narrowed consider-
ably in the 1980s due to industrialization and social and cultural changes, the
trend still persisted, as discussed earlier.””

Given this perspective, Korean society is faced with two problems: One
is building a new political process based on compromise and tolerance in
interactions among political elites. The other is establishing a relationship
between the masses and political elites, based on a sense of representation
rather than responsiveness. Democratization brought about change in polit-
ical elites; former political opposition groups were given a chance to rule
based on a mandate from the people. In the Korean case, groups both old
and new mingled, with little concern about policy and political differences.
Such a political marriage of convenience has not been conducive to creating
new interaction patterns among different political groups. As old wounds and
grudges erupted, revenge politics virtually became the dominant pattern of
interaction among political elites where mutual backbiting occurs regularly.
Such mudslinging among political elites brought about constant revelations
of corruption and scandal. The two former presidents were imprisoned for
corruption scandals as well as their previous wrongdoings; the sons of presi-
dents were arrested for illegal exercise of influence; and a multitude of cor-
ruption and improper behavior by political leaders in the form of “gates” and
“winds” captured the eyes of the public incessantly throughout the 199os.®
The ruling elites aired too much dirty laundry to the public largely due to
inadvertent fighting among themselves. Invective and acrimonious exchanges
of words and behaviors among politicians led the general public to become
extremely cynical about politics, ultimately undermining the legitimacy of
public authority.

Since the late 1980s, political parties have continued to manipulate region-
alism as a way of garnering electoral support (see tables 11 and 12). Just as the
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developmental state was hollowed out by “dysfunctional” personalistic/tribal/
neofamilial allegiances, so the development of a more rational and mature
policy/political system was hobbled. Political parties failed to present alter-
native policy options and new ways of understanding politics, society, and
international relations. Instead, they continued to assume an elitist stance,
using elections simply as a formal way of securing power.

Political elites frequently reshuffled among different parties in the form
of merges and splits, with little regard for the general public. Between 1948
and 1999, there were 150 attempts to merge parties involving 249 parties.®
Also, the mergers occurred right before and after elections. These figures
illustrate the political opportunism of Korean political parties. As with the
case of Eastern Europe, Korean political parties played their games without
regard for the interests of society, failing to uphold the principle of represent-
ing the sentiments of the public. A tendency of Korean political parties to
remain particularly attached to regionalism has not contributed to diluting
traditional institutions like neofamilism at the societal level; on the contrary,
they have exploited them. It is clear from this analysis that neither interaction
patterns among political elites nor the political parties’ relationship with the
masses has been conducive to the development of civil society; if anything,
they have negatively affected it.

STATE AND CIVIL SOCIETY IN KOREA

What was the nature of the Korean state in relation to civil society at the time
of democratization? Institutional consequences of state-business interactions
based on neofamilism in the process of industrialization eventually caused
the “hollowing” of Korea’s bureaucratic structure rather than bureaucratiza-
tion, as has been argued in Western sociological literature.”? The impacts of
democratization on an already hollowed-out bureaucracy have been disas-
trous, as seen in growing and overt political influence on state administration
in terms of decision-making and personnel policies. With the system’s weak-
ened ability to limit political influence in staffing major administrative posts,
frequent regime changes have meant increasing irregularities in personnel
policies. As each new regime attempts administrative reform, the administra-

tive structure has considerably destabilized.
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Adding to these factors are frequent revelations of corruption among bu-
reaucrats. In 1991, the number of bureaucrats penalized for misdeeds was 3,996;
in 1992, 4,002; in 1993, 7,116; in 1994, 6,223; in 1995, 5,001; and in 2000, 4,507.
About 30% to 40% of the cases involved negligence on the job, and in 2000,
misconduct at the top was followed by violations of operational codes and brib-
ery. These statistics indicate a low sense of responsibility on the part of indi-
vidual bureaucrats, enabled by lax organizational discipline.” The spillover
effect from the political arena made matters worse. The negative view of pol-
itics as previously described easily extended to public perception of bureau-
crats, reinforced by revelations of corruption in both arenas. This has fostered
a distrust of state authority among Korean people and has developed into state
bashing in which people challenge the state’s decisions. Examples range from
everyday situations, such as confronting the police on the street, to bigger issues
in which the state’s role of arbitration and coordination are questioned.®*

Finally, international factors also impinge on prospects for civil society in
Korea. Democratization proceeded along with the breakdown of the Cold
War international system in the mid-198os. However, the dismantling of the
Cold War in the Korean Peninsula has been rocky and uneven compared to
the rest of the world, largely due to the continuity of the North Korean social-
ist regime. As a result, South Korean views toward North Korea have become
highly polarized, and opinions unthinkable during the Cold War are begin-
ning to receive new attention, as evidenced by the Sunshine Policy, which
opened up dialogue and interaction between North Korea and South Korea.
Adding in the emotional politics of the elite, South Korean policies toward
North Korea have become increasingly contentious and divisive.

There are two large trends in Korean society: rapid industrialization in the
absence of reinventing tradition has caused insecurity and identity crises
alongside a feeling of overconfidence that has manifested into the desire to
be recognized by the international community. Compounding these two fac-
tors are a sudden loss of confidence in and existential fear about the sustain-
ability of the Korean economic system, expressed in a defensive posture
against external “intruders” during and after the financial crisis of the late
1990s. These complex cognitive and psychological dynamics are a fundamen-
tal source of institutional and social anxiety, which is closely related to emo-

tional responses to various situations.
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These phenomena have taken on a collective nationalistic facade. The
nationalistic tendency has made compromise and rational thinking about
foreign policies extremely difficult, as seen in the formulation of new policies
with the United States. While new patterns of debates on foreign policies
have begun to develop, such a nationalistic facade is inconducive to civil
society in that it does not easily allow pluralism or tolerance, which is needed

in any form of civil society.

Civil society has been a goal to be achieved in and of itself, especially in the
forming of a democracy. In the West, it has been a differentiating symbol in
comparison with the non-Western world, and in the East, it is a symbol of
modernity to be constructed. However, idealizing the concept has created
myth and confusion. The main source of confusion comes from a lack of
understanding of contextual differences in developmental paths between
different regions. A different way of contextualizing historical experiences
suggests the possibilities of different patterns of state-society relations, situ-
ating the Korean case in that conceptual framework.

Four different models for state-society relations illustrate different paths
of social changes and thus civil society, each model determined by different
patterns of industrialization and democratization. First, by rejecting the as-
sumption that industrialization brings about universal social consequences,
the framework easily differentiates Western cases such as Great Britain from
other cases such as South Korea. Spontaneous industrialization brings about
social and institutional consequences that differ from state-led industrializa-
tion in terms of social units and modes of institutional operation; this in turn
affects paths of civil society. In the case of South Korea, neofamilial units
have emerged as a result of Korean state-led industrialization, thus affecting
the state apparatus and even institutions of anti-authoritarian political groups.
In a nutshell, Korean-style industrialization has had the effect of weakening
both state and society.

Democratization led by opposition groups occurs in varying social con-
texts. In this regard, understanding the larger social context in which democ-
ratization occurs is important. In contrast to the bottom-up model in Great
Britain, a complex relationship exists between opposition groups and the rest
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of society in terms of general ethos and goals to be achieved. This illustrates
aneed to reconsider the seemingly automatic relationship between democ-
ratization and civil society; democratization may start with some support from
society, but that should not assume a simple path for development of civil
society from democratization. The sources that support democratization, the
institutional dynamics of state and political institutions like parties, the leg-
acies of anti-authoritarian struggles, and international factors are important
in this regard. Currently, what is impeding the development of civil society
in Korea is politics, namely the political elite and their modes of behavior.
The emotional and vengeful pursuit of political hegemony and a conse-
quent lack of compromise between different parties and strong legacies of
regionalism have seriously hampered the facilitation of civil society. In the
meantime, the Korean people have undergone tremendous psychological
and institutional upheaval. Since the outbreak of the financial crisis in 1997,
Korean people and society have experienced the clashes of economic insti-
tutions between embedded values, behaviors, and institutions, on the one
hand, and Western institutions that have been adopted en masse in various
fields, including finance, business practices, state bureaucracy, and labor
issues, on the other. What sort of equilibrium will eventually emerge remains
to be seen. However, Korean neofamilial embeddedness will not disappear.
The form and content of Korean civil society will be determined at two levels.
The speed and extent to which institutionalization of new political processes
will have a significant effect on society will be key factors at the elite level. At
the societal level, a new equilibrium between Korean traditions and Western
institutions will determine how Korean civil society will take form. Korean
civil society will not look the same as civil societies of the West. After all, civil
society is neither static nor shrouded in mystery; rather, it is the attempt to
grapple with the central problems of modern society. If the question of civil
society for the West has been about the atomization of competitive society
and a state-dominated existence, the Korean case highlights the imperatives
of balancing the constraints needed for survival and the need for participation

in Korean political and economic contexts.
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How were the components of neofamilism perceived in daily personal expe-
riences? And how was neofamilism practiced as a part of individual survival
strategy? Surveys inform analysis of the perceptional aspects and behavioral
consequences of neofamilism, going beyond the analyses of its institutional
consequences. In a 2015 survey, respondents were asked about the importance
of neofamilial ties at three levels: in Korean society in general, in personal
life, and in the workplace. An overwhelming proportion (98 out of 106, 92%)
indicated that neofamilial ties were extremely influential, considerably
important, or somewhat important in Korean society. Only eight persons
(8%) stated that neofamilial influence was not significant. When asked about
the influence of neofamilial ties on society, notably 99% said neofamilial ties
were paramount.!

When asked the influence of familial, school, and regional ties on per-
sonal life, the basic pattern stands, with 66% of respondents saying neo-
familial ties were seriously influential in their personal lives. It is interesting
that the influence of neofamilial ties at the personal level is lower than
respondents’ perception of the influence of neofamilial ties on society. When
asked specifically on the influence of neofamilial ties at the workplace, 70%
of the surveyed said the ties seriously and considerably influenced their busi-
ness activities at workplaces. It is clear the influence of neofamilial ties is
important in all contexts.

When asked to rank the importance of the three components of neo-
familial ties—blood, school, and regional—in their personal life, 64% (45 out
of 70) of respondents indicated that blood ties were most important. Twenty-
six percent said school ties were most important, and 10% stated that regional
ties were most important. When asked to identify the second-most important
form of neofamilial tie, 22% indicated blood ties, 44% school ties, and 34%
regional ties. For the third-most, regional ties stand out at 56%, school ties at
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30%, and blood ties at 14%. Overall, these figures show that blood ties ranked as
the most important of neofamilial ties, followed by school then regional ties.”

NEOFAMILISM AND POLITICAL BEHAVIORS

On the general question of how neofamilial ties affected the election of the
president and members of the National Assembly, 40 out of 106 respondents
(37.8%) expressed that the level of influence on elections was enormous,
whereas 48.1% indicated that there was considerable influence, and 9.4% said
that elections were somewhat influenced. Overall, 95% of respondents
said neofamilial ties affected elections one way or another. However, a quite
different pattern emerged when asked how the ties actually affected their
personal choices in elections: 9.4% indicated an enormous level of influence,
26.4% expressed a considerable level of influence, and 34% indicated that
they were somewhat influenced, yet 30.2% said almost no influence. That is,
about 70% of total respondents indicated that ties affected their personal
choices in elections.

The regional variations on the same question of how neofamilial ties affect
personal political decisions show an interesting pattern, where those from the
southeastern and southwestern regions are much more affected by neofamilial
ties: 53% (Ch’ungch’ong Provinces), 8% (Kangwdn Province), 74% (southeast),
and 67% (southwest). It is significant to note that there was little difference
(7%) between the southeastern and southwestern regions, while the central
regions, Seoul (56%), and Kyonggi (53%) were relatively less affected by neo-
familial ties than were the southeastern and southwestern regions.

Among of those who did not vote based on neofamilial ties, a majority said
this was based on candidates’ ideological orientations. Nineteen out of 32
(59.4%) indicated political ideology as a determining factor, while 28% went
by candidates’ election pledges at the central and local levels. Although the
extent of its impact upon election behavior varies, it is safe to say that neo-
familial ties are very important in determining political choices.

NEOFAMILISM AND ECONOMIC ACTIVITIES

A general question is posed in the 2015 survey as to how the neofamilial ties
affected various economic decisions and behaviors in Korean society during
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the 1960s and 1970s; these include decisions and behaviors related to the
purchase of goods, procuring real estate, management, investment, saving,
and insurance purchases.’ Survey responses roughly confirm the overall as-
sessment of the impact of neofamilism, with close to go% saying neofamilial
ties affected economic behaviors, but with some differences. The proportion
of respondents who considered neofamilial ties to have an enormous influ-
ence on economic matters turned out to be significantly lower, at 11%. This
was followed by those who indicated that neofamilial ties considerably influ-
enced (42.5%) and somewhat influenced (34.9%) economic decisions and
behaviors. To the question regarding the influence of neofamilism in their
personal life or decisions, the pattern was different: only 3.8% of 106 respon-
dents indicated an enormous influence, 17% a considerable influence, 46.2%
somewhat an influence, and 32% not much influence. Although they per-
ceived Korean society and the economy to be under the strong influence of
neofamilial ties, respondents felt that this influence did not extend as much
to themselves. Nevertheless, the overall patterns remain the same in that the
ties were significant in economic areas as well.

Respondents were asked about the circumstances under which neo-
familial ties mattered to their economic behaviors. Forty-nine percent said
neofamilial ties were a factor only when their interests were served. Twenty-
eight percent said they mobilized neofamilial ties when economic interests
were difficult to calculate. Twenty-three percent opined that there were more
occasions when neofamilial ties took precedence over their personal eco-
nomic interests. Finally, only 6% said neofamilial ties were respected even
when their economic interests were infringed upon. These results indicate
that people were more calculative and cautious in relying on neofamilial ties
as related to economic behavior, but it is also clear that neofamilial ties played
an important role in this sphere.

A related question was posed to identify the areas of economic decisions
in which neofamilial ties were used, including the purchase and management
of real estate, purchase of goods and insurance, finance and investments, and
obtaining loans. Neofamilial ties were most employed as follows: purchasing
goods and insurance (22%), getting bank loans (20%), finance and investments
(1%), and real estate purchase and management (9%). Neofamilial ties were
thus instrumental in gaining access to financial resources, but, strikingly, 44%
of respondents said that they did not rely on neofamilial ties at a personal level,
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once again revealing the gap between general perceptions and the personal
use of neofamilial ties. However, a different pattern emerges when respondents
expressed the second-most utilized area of economic activity: real estate pur-
chase and management (49%), goods purchase and insurance (28%), financial
investment (23%), and bank loans (6%). As for the third-most used area, pur-
chase of goods and insurance come first at 22%, followed by bank loans and
financial investment (20% and 1%, respectively). Forty-four percent said they
did not consider any neofamilial ties to be relevant, even as a last resort option
in securing information or other help in economic decision-making.

Two follow-up questions were posed: How did the neofamilial ties affect
decisions when they were the most important source for making decisions
on economic matters, and how did the ties affect decisions when they were
the second-most important source for their decision on economic matters?
Three different situations were offered as options. First, “Information was
secured through the neofamilial ties, but decisions were made independently
based on the information”; second, “Although economic outcomes of the
decisions were uncertain, I just joined those who shared neofamilial ties”;
and third, “Even when economic loss was foreseen, I followed people who
shared neofamilial ties.” When neofamilial ties were regarded as the most
important sources, 53.2% said they made independent decisions only by using
information secured through neofamilial ties; 40.3% said they followed the
decisions among those who shared the ties, even when they were not sure
about future outcomes; and only 4% said that they followed those who shared
the ties, even when loss was foreseen. When neofamilial ties were regarded
not as the primary source of information but as being of secondary impor-
tance, 48.5% said they followed those who shared the neofamilial ties al-
though there was uncertainty in outcome. When neofamilial ties were the
third priority to consider in their decision, 72.6% said they followed those
who shared the ties, even when outcome was uncertain. This outcome indi-
cates the importance of neofamilial ties as information sources as well as the
level of trust in the ties. Put differently, the majority of people resort to neo-
familial sources when they make critical decisions, and they go along with
group decisions among those who shared same ties regardless of outcomes.

As to the outcomes of economic decisions made based on neofamilial ties,
57% (39 out of 62) indicated that both positive and negative outcomes
occurred more or less evenly, while 19.4% (12 out of 62) replied that the
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outcomes were mostly positive, and 17.7% (11 out of 62) stated that results were
negative most of the time. Relatedly, 43.4% (46 out of 106) had served as a
guarantor when someone they shared neofamilial ties with was obtaining
financing, while 56.6% (60 out of 106) did not; among those who were guar-
antors, 78% (30) said they experienced financial loss, while only 22% (10) did
not. A distinctive regional pattern regarding experiences of serving as loan
guarantor due to neofamilial ties is that those in the southeastern region had
many more experiences in serving as a loan guarantor than those in other
regions, where a far smaller proportion of the respondents said they had
served as a loan guarantor (58% vs. 39% [Seoul]).

PRINCIPLES VERSUS NEOFAMILISM

The respondents were questioned about their perceptions of Korean society
in terms of the extent to which blood ties, school ties, and regional ties were
considered in legal implementation and economic policies. Nearly 19% said
that almost all cases were affected by those ties, 58.5% answered that the ties
were important on many cases, while 21.7% indicated that cases were fre-
quently affected. Nearly all (99.1%) acknowledged the influence of neo-
familial ties in the implementation of laws and economic decision-making.
It is striking that the remaining proportion, composed of only one person,
said that ties bore almost no influence on these matters. This indicates a per-
vasive lack of universalism, especially in the application of laws. When asked
about whether they sought to utilize neofamilial ties when they were in vio-
lation of the law or facing economic loss because of neofamilial ties, the re-
sponses contrast with the general perception that acknowledges the pervasive
influence of neofamilial ties. Only 6.6% said they tried to rely on the ties on
many occasions, 10.4% said not infrequently, 36.8% indicated a few times,
and 46.2% said almost never.

The respondents were given a more specific situational question: whether
they have contacted state bureaucrats for their own personal economic pur-
poses, such as new information gathering for business, inquiries related to
state decisions on their business, and interest coordination. Their responses
were consistent with their answers to the general question whether they ever

asked for favors through neofamilial ties. Forty-six percent said they contacted
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state bureaucrats for various purposes as in the question, while 54% said they

almost never did.

ECONOMIC CHANGES AND NEOFAMILISM

On the questions regarding to what extent the degree of dependence on
school, blood, and regional ties has been changing since the financial crisis
at the end of 19gos and how they think the influence of school, blood, and
regional ties has been changing since the democratization, 28.3% of respon-
dents said considerable change occurred, 50.9% stated a little change, and
20.8% expressed that there was little change. Asked whether neofamilial rela-
tions changed due to economic structural changes arising from industrializa-
tion in the 1960s and 1970s, all three groups said there had been changes, but
most expressed that the degree of change was slight. The second-largest
proportion of responses indicated that considerable changes to neofamilial
relations had occurred. Responses that there was no fundamental change and
only slight change contained the greatest proportion of respondents with
higher levels of formal education. Another contrast to note is between higher-
and lower-income levels; responses indicating that there was no or only slight
fundamental change to neofamilial relations contained the greater proportion
of respondents in the highest income brackets.

When questioned on the degree of social conflict due to industrialization,
24% of respondents said it was serious, 50% responded that it was gradually
growing, 22.6% indicated that it was not that serious, and only 1.9% expressed
that there was almost no social conflict. When considering the two questions
(On and O12) together, it is reasonable to interpret that as the economy had
been showing unprecedented scale of change and was thus quite overwhelm-
ing, respondents must have assumed the presence of unknown or unforeseen
changes of varying magnitude.* At the same time, in relation to changes in
neofamilial ties, respondents were likely to think that economic change
would be sure to affect even neofamilism-based human relations; yet, despite
these conceptions, neofamilism continuously functioned within the social
fabric of Korean society, as reflected in the respondents’” awareness that neo-
familial ties had an overwhelming influence in Korean society during

industrialization.
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Such conceptual schizophrenia is well reflected in responses to the fol-
lowing question: “In the 1960s and 1970s, were you able to mingle well with
those with whom you shared blood, school, and regional ties but were much
richer or poorer than you? Or were you uncomfortable with them?” Of the
responses, 12.2% said it was very uncomfortable, 30.0% indicated that it was
getting increasingly uncomfortable, 28.3% expressed that it was not uncom-
fortable, and 20.8% said there was no discomfort at all. The distribution of
the answers reveals an interesting dynamic within Korean society at the time.
Although those who did not have much problem mingling with those from
a different economic status (49.1%) are slightly more than those who felt
uncomfortable (42.2%), the answers show that Korean society was quite
divided in terms of social distance between classes. When inquired about
their overall assessment of how the significance of neofamilism has trended
from the 1960s to 1970s to the 2010s, slightly over half of the respondents
(51.9%) said that it is still significant, 46.3% said it has changed little by little,
and only 1.8% said the significance of neofamilial ties is almost nonexistent.
This finding illustrates the continuing importance of neofamilial ties in
Korean society, although signs for gradual change are also visible.

To explore the resiliency of neofamilism, another question asked how
they assessed the impact of the abrupt financial crisis in 1997-98 on neo-
familial ties and their influence in Korean society. About 24% of respondents
thought neofamilial ties were further reinforced; 53% expressed that Korean
society came to depend less on the ties, and 17% said there was no change or no
relevance. These responses are interesting in that they illustrate the persistence
of neofamilial ties; not a single person thought the shock of the economic
crisis itself would bring about immediate, drastic change to the influence
of neofamilial ties. What is more interesting is that a considerable number
of respondents (77%) seemed to have the view that in the wake of the finan-
cial crisis, they relied on neofamilial ties, probably for the sake of surviving
the crisis.

Finally, respondents were asked to provide their view about the future
of neofamilial ties in Korean society: “What do you think of the importance of
blood, school, and regional ties in the future?” To this question, 4.7% of re-
spondents said the ties would further be reinforced, 50% said they would
continue to exist if not be reinforced, and an equally significant proportion
(41.5%) said these ties would gradually weaken. Just 3.8% said neofamilial ties
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would disappear very soon. The picture that emerges from these responses
is one of divided attitudes in Korean society, although the notion that the ties
will remain important is still significant.

The following three questions turn to specific personal experiences in
neofamilial practice in the 1960s and 1970s, as well as during and after the
financial crisis in the late 19gos. The first asked whether respondents them-
selves had used neofamilial ties. The second inquired whether they had been
approached by someone through neofamilial ties for special consideration.
The third pertained to whether they had observed the preceding two situa-
tions during the financial crisis in the 199os. Responses illustrate how exten-
sive and pervasive neofamilial practice was during industrialization in the
1960s and 1970s, especially as a key survival strategy: 64% had relied on neo-
familism for personal benefit. Among the respondents, 59% indicated that
they had been contacted to do something for other people through neo-
familial ties, and 47% had observed such neofamilial practices beyond their
own experiences. The figures indicate that neofamilial practices were actively
performed, while the lower proportion of responses confirming others engag-
ing in neofamilial practices suggests that neofamilial activity was not as overt
or visible to third parties.

Neofamilial practices run the gamut of life but are centered mainly on
economic areas, indicating that neofamilial ties were then seen as critical
survival strategies for average Korean people. The following are more specific
areas of neofamilial practices in the daily lives of Korean people: emergency
economic assistance; job-related help such as job seeking, transfers, and pro-

motions; and access to financial institutions.

MAPPING OF NEOFAMILIAL BEHAVIORS

Itis clear from the survey results that neofamilism was widely practiced during
the period of industrialization in the 1960s and 1970s. Whether at the macro
level of Korean society, at the personal level, or in the workplace, neofamilism
was an important part of the lives of Koreans. Responses provide empirical
confirmation that neofamilism was important to individual identity and for
personal survival. As table 13 shows, blood, school, and regional ties covered
an extensive range of aspects of life. Although all three ties were extensively
mobilized for a variety of purposes, blood ties stand out compared to the other
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TABLE 13. Types of activities and distribution of neofamilial ties

TYPES ASKING ASKED OBSERVATIONS

OF TIES FOR FAVOR FOR FAVOR OF OTHERS TOTAL
Personal economic Blood 11 4 5 20
assistance School 3 2 7 12

Regional 4 4 2 10
Finance-related Blood 10 11 21
matters School 4 11 15

Regional 5 2 7
Job-related Blood 4 5 4 13
matters School 4 2 3 9

Regional 4 3 1 7
Other matters Blood 2 1 3
(election, licensing, School 2 4 1 7
military service, etc.) Regional 1 1 2

Total 53 49 24 126

Source: Data from author’s 2015 survey.

ties as being present in almost all the categories of human life: personal eco-
nomic assistance, financing, employment, and other activities for survival.
Next came school ties, which were also widely used, particularly for job-related
matters such as recruitment, promotion, and transfers. Regional ties also came
into play but were described by many respondents in terms of employment
and sales networks, including financial products such as insurance.

Several of the respondents’ statements indicate the importance of blood
and school ties and their pervasiveness in everyday life: “Blood ties, school
ties and regional ties are as natural as breathing; school ties and regional ties
are always to be confirmed as if looking for necessities in life. Blood ties are
undoubtedly like insurance or savings.” On family and relatives: “I can open
myself to family members and relatives regarding my problems and those of
my family. [ can share secrets and be open about my weaknesses and prob-
lems.” On school alumni: “They can render all kinds of mental and physical
support on both public and personal matters.” On regional ties: “Closer than
coworkers but slightly less important than school alums.” On school ties,
another survey participant wrote, “I regard school alumni in the workplace
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and society as if they are my brothers. Among alums, seniors can freely call
juniors by first name without using honorifics in a way that signals, perhaps
even boastfully, the closeness of the relationship.”

One respondent conveyed the following as the atmosphere during the in-
dustrialization: “I still remember [ used to take care of people with the same
regional background as mine, and that I did not feel comfortable since my
regional background was different from that of the owner and that the owner
himself paid unusual attention to those who came from his own hometown.”

On regional ties, one typical example is as follows: “Serving as guarantor
for someone else’s bank loans is risky for me, so it is not easy to consent to
the request; but when asked for example to purchase insurance by way of
regional ties, there was not much choice but to accept although the product
was no better or different from what could be purchased elsewhere. The
times were such that it was not easy to refuse requests for favors based on
regional ties even when backgrounds are so different.”

Neofamilism was practiced most extensively and intensively in the case of
economic activities. This is understandable, given rapidly changing economic
circumstances that presented prospects of upward social mobility. Economic
activities based on neofamilial ties can be broadly classified into those char-
acterized by “giving” or “taking.” On the taking end:

* Until recently I received financial support from my brothers.

* I received financial assistance from blood relations because my
own family situation was so bad.

* Because my older brother was rich, I used to call upon him for help
whenever | had difficulties.

+ I asked brothers and friends (school ties) for favors in financial
matters.

* I have experienced getting employment through the connection
of my brother-in-law (husband of my sister).

* I got ajob after my brother asked his friend.

Compared to the taking end, much more diverse responses are recorded on

the giving side of economic activities:

* [ helped people who were connected by blood and school ties.
* I purchased insurance policies when asked by a school classmate.
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* There were endless calls for help from blood relations, so much
so that not much was left of my salary. I helped those who were
homeless and could not afford food or school tuition to the best
of my abilities.

* I ended up in debt from supporting relatives.

* Because | guaranteed personal loans of friends, I ended up losing
my home when [ had to take over debts. It took more than 15 years
to recover from it, and there is still outstanding debt.

* As my personality was such that I could not say no when asked
for a favor, | complied to requests based on blood, school, and
regional ties. However, every time I had to swallow financial and
other damages. Due to the distrust and sorrow of repeated betray-
als, I confined myself to home and avoided people, not attending

school alumni meetings.

It is clear that people responded by citing more unfortunate cases due to
neofamilial ties and obligations from the ties. What is also clear is that there
were frequent interactions resulting in positive economic gains and mutual
assistance. One current example is that of guaranteeing the loans of others,
personally or institutionally. While fewer respondents guaranteed loans for
family members, relatives, and school friends than those who did not, the
proportion is still significant at 43%. Of this group, a majority (78%) ended up
having to repay debts.

Given the frequency of reports on financial losses from personal guaran-
teeing, it is clear that neofamilial interactions brought about difficulties for
many Koreans. The main reason for the need for guaranteeing was the lack of
institutional mechanisms in the 1960s and 1970s for guaranteeing and check-
ing creditworthiness. Furthermore, capital was in short supply. Such circum-
stances led to a scramble for loan guarantors through neofamilial ties in
securing institutional or private sources for capital. The rapid industrializa-
tion projects that were unfolding at the upper echelons of the economy—also
based on neofamilial recruitment in business and in the state bureaucracy—
created the need for sources of trust to identify and secure new business oppor-
tunities. With a scarce base of trust within a highly volatile environment and
at a time in which hopes were mixed with rapid success and abrupt failures,
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people either grudgingly or with some degree of anticipation engaged in a
certain level of risk; only when things turned sour did they realize they had
made a mistake.

The majority of the respondents said neofamilial considerations were
given priority over laws and regulations. This response in part reflects the
speed at which decisions had to be made and implemented. People relied on
neofamilial ties to secure information quickly, and the ability to get access to
state incentives was a critical factor in determining business success. Given
such conditions, combined with the top leader’s (president) orientation, which
tended to be lenient toward violations of laws and regulations as long as export
goals were met, it is not surprising to observe that expediency, attainable via
neofamilial ties, was prioritized over laws and regulations at lower levels of
Korean society on a daily basis.®

The findings provide an interesting implication for the relationship be-
tween social conflict and class consciousness. On the one hand, most people
generally sensed that social conflict was growing, due to industrialization of
the 1960s and 1970s. On the other hand, there was a split between those who
were uncomfortable with members of a higher economic status and those
who did not feel as such. At the same time, the majority of survey participants
acknowledged that neofamilial ties have been significant in Korean society
since the 1960s and 1970s. [t can be interpreted that neofamilial ties played a
role in mitigating class tensions for respondents who expressed that they did
not feel uncomfortable with people of higher economic status, with whom they
shared neofamilial ties. Fven for those who felt uncomfortable, frequently
resorting to neofamilial ties for opportunities of upward social mobility must
have created enough hope and expectation for an improved economic future
sufficient to mitigate present discomfort. The finding indicates that rather
than directly applying class analysis, a more nuanced approach is required to
understand social change in late industrialization, where interaction between
industrialization and tradition gives rise to distinct social units (neofamilial
networks) and life expectations.

The survey respondents provide interesting observations of neofamilism’s
emergence and its future prospects. On the question of why neofamilism
became so significant in Korean society, the following remarks are particu-
larly germane:
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Blood, school, and regional ties played an important role largely
because the labor market lacked systematized processes of employ-
ment. The rights of recruiters were unusually strong and there was

no systematic control over the use of school, regional, and blood ties.

The reason blood ties and regional ties were mobilized is because
small-medium industries were the backbones of industrialization;
trust was absolutely needed between owners and employees. Since
trust between superiors and subordinates was necessary, blood,
regional, and school ties—the emotional bases of Korean society—
were the foundation for business in the 1960s and 1970s.

In the case of small-medium enterprises, accounting and finance

are crucial for financial stability. Thus, the persons in charge of these
two areas were filled with people based on blood ties. They were

also needed for the sake of saving labor costs and for managing and
ensuring the secrecy of the ceo’s slush fund. In the case of big business,
regional ties and blood ties were important from the time of recruit-
ment. Regional background was an absolute criterion in recruiting for
Kyongsang- and Cholla-based companies. School ties were a domi-
nant factor for securing trust from superiors and getting promoted.’

The remarks above indicate that trust was limited in Korean society during
industrialization, a characteristic amplified by the rapid pace at which indus-
trialization was pursued. As the top leader needed competent and loyal bu-
reaucrats, so did entrepreneurs, although loyalty seemed to be given more
weight in order to keep business secrets. Furthermore, there was no well-
functioning labor market from which employees could be freely recruited
due to labor market segmentation. Under such circumstances, blood ties were
important for the sm1 sector while regional ties played as important a role as
school and blood ties for the recruitment of big business, particularly for the
sake of securing company-wide loyalty.

On the continued influence of neofamilial ties, 55% of respondents said
that such ties will either be reinforced or continue to exercise influence in
Korean society. At the same time, 45% stated that they would either weaken
or soon disappear. However, their written statements on the future of neo-

familism reveal a much more complicated picture:
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As society becomes more transparent, is run more exactingly, and
information is increasingly shared, blood, regional, and school ties
may play some role in securing access to people, but they may not

be of much help in fundamentally solving problems.

A positive change in the aftermath of the financial crisis is the em-
phases on merit and competitiveness. Competitiveness (merit)
should come first before school, regional, and blood ties. Social
connections should not take precedence over merit. This is a change
in a desirable direction.

Due to globalization and the upgraded scale of business that requires
system-based operation, a change has occurred from considering
blood, school, and regional ties to what is required of jobs and gen-
eral ability. Ability is the top priority to secure competitiveness in do-

mestic and international markets.

In order to get out of the financial crisis, more innovative and creative
ways are required in which case people will be judged more by ability

than connections.

We will be facing a new society where ability is ultimately needed for

the resolution of problems.

Individualism will be pervasive; there will be no permanency in trust
in human relationships. Repetition of one-shot associations and dis-
sociations will be the norm. Neofamilial ties will be of limited help as

dependence on them will weaken and ultimately disappear.

Simple affection-based school, regional, and blood ties should be re-
placed with ones based on ability, so that exiting from past practices

is sure to come.

There is less dependence on school ties, regional ties, and blood ties,
but the dependence itself has not disappeared. Especially so in the
political circles.

In the case of private companies, if the owners of companies adopt
strict controls against school, regional, and blood ties, dependence on
them will be greatly reduced and transparency will be strengthened.
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But unless politics changes and the general public realize the possi-

bility of the change, fundamental changes will be difficult.

From the moment people feel that they cannot depend on other peo-
ple, all the relations will be severed, and the current financial crisis is
the entry point to the severance of the relationships. The severance

phenomenon will be more severe for the middle and lower classes.

Most important is rampant individualistic thinking and selfishness.
School, regional, and blood ties were based on trust and credibility.
With the rapid economic development and ensuing mammonism,
distrust among people is becoming a serious issue. [t may be a natu-
ral consequence when efficiency and ability are the main consider-
ation, but trust is being lost among people. It is a problem to lose

humanness.

There will not be a fundamental change in the roles of blood, school,
and regional ties as they are the emotional backbones of Korean

society.

[ do not expect any basic changes to neofamilial ties; going through
difficult times under the financial crisis brought about an important
lesson that blood, school, and regional ties are not the whole thing,
rather ability and self-standing power is more important. In that sense
there was clearly a change.

With the increasing insecurity due to changes in retirement and mak-
ing a living, people will look more for those whom they can trust. As
such, a deepening sense of crisis will increase dependence on tradi-

tional human relations.

There has not been visible change in dependence on school, regional,
and blood ties since the financial crisis. Dependence on these ties
has deepened in seeking for jobs and financing related to maintaining

a household.
Dependence on blood ties has been strengthened.

The primordial emotional base is bound to affect business although
the new circumstances and the scale of economy will dictate somewhat
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to secure efficiency. But it will depend on whether the owner decides

to secure ability-based operations.

School ties will continue if not be reinforced. Regional ties will con-

tinue for a considerable time. Blood ties will be visibly weakened.®

The above statements express two possible views: one describes weaken-
ing neofamilial ties and their influence, while another depicts neofamilial
ties either strengthening or maintaining the status quo. A differentiated pic-
ture emerges for the first trend: shared among the statements are the fun-
damental challenges that are brought to neofamilism by the eruption of the
financial crisis of 1997-98. The crisis had an undermining effect on neo-
familism. Neofamilism, in this view, stands for loyalty over efficiency, secrecy
over transparency, mutual care over competitiveness, collectivism over indi-
vidualism, looseness over discipline, and emotional ties over merit. Neo-
familism is thereby viewed as a source of all sorts of ills in Korean economy
and society. With the challenges brought about by the financial crisis, Korean
society, according to this trend, had to change or had already begun to
change. The first trend foresees an arrival of a new society in which individ-
ualism will become a new norm, in turn requiring and generating relation-
ships based on short-term trust rather than permanency. Neofamilism, ac-
cording to this view, will not have a place in an information age that was
rapidly coming to Korean society. One of the concerns that this trend illumi-
nates is the need for a base of trust that would replace neofamilism once that
base is lost to individualism and market principles.

Within this narrative of disappearing and weakening neofamilism are
different views on the nature of how neofamilism’s decline is occurring.
While overall structural challenges to the Korean economic system are com-
monly highlighted as key factors for changes to neofamilism, some question
how and where such changes will be initiated. One view acknowledges weak-
ening dependence on neofamilial ties and maintains that this weakening will
lead to a disappearance of the ties altogether; the primary concern here per-
tains to Korean politics, which is considered to be the main culprit for leading
Korean society to neofamilism. The background of this view is that Korean
politics has been entrenched with regionalism, and this sets the tone for so-
ciety at large in terms of the prevalent practice of neofamilism. Unless a con-
scious effort extending to broader society is made to end neofamilial practices
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within Korean politics, neofamilism may persist. At the micro level, this view
considers the owners of private enterprise to play a critical role by substituting
neofamilism in company operations, particularly through a new pattern of
recruitment based on merit.

The second perspective holds to the continuity of neofamilism, broadly
contending that neofamilism will persist because it forms the emotional
backbone of Korean society. However, such cultural determinism does not
preclude possible changes to neofamilism. First, this view acknowledges ob-
jective changes occurring in the external economic environment, as well as
the need for change. But it focuses more on social psychological tendencies
as a source for neofamilism’s continuity. For example, it contends that grow-
ing insecurity due to changes in the economic environment will drive people
to depend more on personal ties for safety and security. This view predicts
that neofamilial ties will still be needed for seeking jobs and financing and
getting access to people and institutions. It also presents a differentiated view
that blood ties strengthen or weaken, depending on circumstances, and the
same goes for school ties and regional ties, but all three ties are generally
viewed as enduring, despite external shocks to the Korean economy.

Like the first view, the second also sees politics and company leadership
as initiators of change at macro and micro levels. Both views also acknowl-
edge that Korean society is facing a fundamentally different international
economic environment since the financial crisis. Where the two views di-
verge is on whether change is sought in the context of continuity or discon-
tinuity of neofamilism. This difference notwithstanding, both views agree
that change is not spontaneous and is based on social consensus through
political process at the macro level. What is also important to note is that the
institutional and social backgrounds for neofamilism have changed consid-
erably since the period of state-led industrialization. The critical question
then is whether and if so how neofamilism operates under different institu-
tional, social, and political environments, which is the subject of chapter 7.

NEOFAMILISM: PERSONAL STORIES

While neofamilial practices are pervasive in Korean society, individuals ex-
perience the level and scope of neofamilial ties and practice neofamilism in
different ways. The following interviews with the selected individuals, based
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on differences in their family, educational, and social economic status,
demonstrate how neofamilial ties affected their paths in life in terms of the
types of jobs and the roles and functions that they played.’

The Case of CEO Mr. C

Mr. C was born in the southeastern region of Korea and graduated from a
prestigious high school, subsequently entering the School of Engineering at
snu.” After completing his military service as a naval officer, he entered the
mcr through a special employment process. By recommendation from the
director of the General Affairs Department of the ministry, he went on to
work under the chief secretary for economic affairs at the Blue House (the
president’s office and residence of Korea). After the chief secretary was ap-
pointed minister of finance, Mr. C moved to the ministry with him as one of
his secretaries. When the minister stepped down, Mr. C moved to company
D, the chairman of which was close to the minister, and Mr. C shared high
school ties with the chairman, who was senior to Mr. C. He served in differ-
ent capacities at the group: branch head of the group in San Francisco, head
manager of steel and metal parts, managing director and vice president for
planning and coordination, and ceo of the entire company.

He acknowledged that at company D there were many of his high school
alumni (nearly 30%-40%), including the founding president, and that he re-
lied on his high school ties when contacting the ministries and the Blue
House. He said it was inevitable to rely on the ties as there was no officially
sanctioned lobbying. According to him, regionalism is not limited to Korea
or to the present time; it is in fact ubiquitous all over the world and has per-
sisted throughout Korean history. He noted that different regimes favored
people who shared the same regional background with the president. He
further mentioned that during Korea’s industrialization, having a connecting
link with the state was necessary for business. He also recollected that the
business sector was inferior to the state in terms of personnel management
and planning and thus had to emulate the state. On the matter of labor rela-
tions, however, each enterprise adopted its own method in dealing with labor
because the state did not suggest any institutional examples to follow. Work-
ers’ conditions varied in terms of the size of the enterprise and type of indus-
try. Regarding the different roles of the state, he contrasted Korea with the
United States as follows: the government’s industrial policies in Korea during
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the industrialization period was such that it further encouraged those who
were doing well, which is quite different from the case of the United States,
where the government role was more about maintaining a level playing field.

Regarding the scope of human and social relationships, he said that the
bulk of his human contact during the heyday of industrialization in the 1970s
was with those within the company (around 60%), while 20% was with high
school friends outside the company. Regional ties were weak for him as he
had left his hometown early in his life. He was little involved in Ncos or civic

organizations.

The Case of Labor Organizer Mr. L,
Mr. L was born in the countryside in C province in 1946." He finished his

high school education in his hometown. After finishing military service at an
early age, he left his hometown and got a technical job at S cement factory
in K province in 1968 through an open, competitive recruitment process. He
worked there for three years and learned technical skills in the cement in-
dustry under a graduate of snu engineering school. Then he applied for a job
at K cement industry in ] province. He was put in charge of a part of building
the new cement industry there and worked hard. Production started in 1973,
and he had a good relationship with the owner of the company until 1976,
when he initiated organizing a labor union in the company. He explained
the reason for organizing the union as follows: the working conditions were
horrible, with long working hours from seven o’clock in the morning until
eight in the evening. Monthly salaries were frequently not paid on time, with
payments being deferred for up to two months, and 400% of salary as bonuses,
which workers were supposed to receive, were unpaid. More seriously, the
company did not treat workers as human beings; workers were treated as ser-
vants and were only sustained to barely survive. Management thought that
workers did not have much choice other than to work at the company. The
workers were mostly from the local areas adjacent to the company and from
J province. There was a total of about 500 workers.

Mr. L was not a local person. He had had experience with a strong union
at the previous company where he worked. He attributed the poor treatment
of workers to the lack of a union. But the owner was wary of Mr. Ls union-
ization efforts, even making frequent death threats to Mr. L. Management
keenly monitored the workers to prevent them from joining the union. But
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Mr. L persuaded the owner that the company would not collapse even with
a labor union. Utilizing contacts in the government, the company tried to
delay issuing the permit to unionize, but ultimately the permit was issued in
January 1977 after more than seven months of delay. Mr. L said the company’s
attitude to the workers changed for the better after the new labor union was
formed; management stopped calling workers names and treating them like
servants He had to yield the chairmanship of the labor union to a person close
to the company for three years, and only in 1979 did Mr. L became the leader
after a close election victory.

Even after the union was established, management and the owner con-
tinued to pressure workers to withdraw from the union; at one point only four
members were left, but eventually membership recovered. He recollected
enduring the times and the struggle for justice. He also said the main sources
of his success were in his honesty, establishing trust by keeping promises, and
punctuality. While not scared, he confessed how lonely he sometimes was
under the tough situation. Other than the support of his nuclear family, par-
ticularly his wife, he had no one who shared school, regional, or blood ties
in his effort to create the union within the hostile environment.

The Case of Successful smi Entrepreneur Mr. H

Mr. H was born in Ch’ungnam Province, in central South Korea.? He fin-
ished high school near his hometown and went to Seoul for college. He grad-
uated from H university, majoring in industrial management. He planned his
future business while performing his military service in the air force. The list
of business ventures that he considered was quite long, including instant rice
cakes, peanuts wrapped in squid, paper cups, and leather clothing. While
manufacturing leather clothes, Mr. H met a businessman in helmet manu-
facturing and became a supplier of a helmet component. He came to know
the helmet manufacturer through the businessman and took over the busi-
ness from him. Mr. H recalls having to borrow from relatives and friends to
take over the company. His business began to grow as he started exporting
cloth helmet linings to Japan.

He also recollected his dealings with state officials. They were always luke-
warm if not negative regarding his efforts to build new factories and gave
various excuses. Every time he contacted them, he served them meals and
gave money. In the worst case, it took him 10 years to solve one problem
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through a state agency. All the banks and agencies were like that, except for
one sm1 promotion corporation and the Korean Trade Association. Applying
for bank loans involved reciprocation of some sort; sometimes bank clerks
would outline personal demands in exchange for loans to be approved. He
said he did not try using school or regional ties to get access to connections
at banks and state agencies.

Regarding recruitment, Mr. H said there were many from his own prov-
ince. He used high school and regional ties, and those recruited on these
bases in turn brought in additional people based on the same connections.
He said workers recruited from these sources are usually stable and stay
longer. He said that the company adopted open recruitment by advertising
in a major newspaper, which had the effect of reducing the proportion of
employees from his own province, but nevertheless applicants from his own
province still turned out to be recruited more often. He admitted that regional
background is an important criterion even when recruitment is done openly.
As to the question of what constituted the most important tie in Korean so-
ciety, he mentioned blood ties without hesitation and added that his younger
brother and brother-in-law had been helping him in important capacities. He
said he does not trust people until he tests them out for three months.

As for Korean society in general, he remarked that somehow, he had a
strong feeling that Korean society was dominated by snu graduates and peo-
ple from the southeastern region. Nevertheless, overall, he regarded school
ties as not too negative. He said employees who were hired based on school
and regional ties usually did not suddenly leave the company. He also said
that the obsession with getting into top universities in Korea was not as neg-
ative as it is commonly made out to be in some parts of Korean society. On
the contrary, he was of the opinion that it was natural that top university grad-
uates receive better treatment for their hard work. He also shared that he
found top university graduates to usually be better employees.

The Case of Unionist Mr. K

Mr. K was born in 1945 as the eldest son among four children.” He did not
receive formal education and was self-taught. He joined a steel company in
1974 through an open competition. Officially, the recruitment was for regular
salaried workers, but it actually served to recruit technicians. The monthly
salary was 15,400 won, with 3,000 won spent for room and board. After
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on-the-job training, high school graduates were put into cold-rolled steel pro-
duction for the first time in Korea. During the 1970s, a job training office was
established, and workers took certification exams after one year of training.

The number of workers at the company ranged between 1,000 and 2,600,
and workers were recruited nationwide. The salary was comparatively better
than most at that time. Despite the higher compensation, bank workers,
teachers, and bureaucrats who would sometimes apply would often withdraw
after finding out it was a technician position. A union was organized in 1968,
which Mr. K joined, and the union turned radical and continued to be so until
1990. Mr. K, a moderate labor union organizer, fought against the union’s
radical members, who launched frequent strikes and physical confronta-
tions. Based on his struggles against the increasingly radicalized company
union, he was elected as union leader in 1990. According to Mr. K, most of the
workers felt lukewarm about the radical union; they were satisfied with the
company’s treatment and felt relieved that they could afford to support their
families. Mr. K’s view was that workers’ class consciousness was not strong
because their reference was to Korea’s impoverished conditions of the past
and also because they understood different and better results could be gained
from negotiation than from struggle via militant actions.

Mr. K’s approach to the management of the company was not to rely
solely on struggle but acknowledged the need for negotiating with manage-
ment. His view was that during the 1960s, workers were treated inhumanely,
with low wages and long hours of work in the midst of poverty, and the
Korean Confederation of Trade Unions (kcTu) (a radical union) took ad-
vantage of workers” cumulated inhumane treatments with the advent of the
democratization movement from the 198os onward. kcTu was against severe
discipline and penalties imposed on workers and exploited rank-and-file
anger. Convinced that workers were not supportive of radical unions, Mr. K
instead worked to improve the welfare of workers almost by himself as a
collaborationist union organizer. He concentrated on building a welfare
house for workers, sharing profits, and gains in labor productivity. He also
was instrumental in establishing a symbiotic model between workers and
management.

There were hometown associations, school alumni associations, clan
organizations, and retiree meetings in the company. The management tried
to use them to deal with labor issues. Such informal organizations were also



182 Chapter 6

inevitably used when electing the head of unions. Mr. K, as union organizer
and later leader of his company labor union, admitted that 80% to 9o% of his
personal life revolved around neofamilial organizations. He even pointed out
that even within his own province, regionalism could still be observed among
counties. He retired from the company in 2003.

In conclusion, the four personal stories illustrate variations in life paths and
strategies depending on the individual’s level of education and school, blood,
and regional ties. The case of the labor organizer Mr. L contrasts with the
case of the ceo at company D. The former, with little education and re-
sources for mobilizing regional and blood ties, struggled against oppressive
factory management not only for himself (although his approach was collab-
orationist) but also for other workers. The ceo, however, used connections
through school ties and was able to navigate the world without serious chal-
lenges. The case of the sm1 entrepreneur is a good example of combining the
use of regional ties, blood ties, and effort in order to succeed. Mr. H had to
struggle to deal with bankers and bureaucrats but ultimately created his own
advantage despite their arbitrariness, without holding a grudge against society
as a whole. The case of unionist Mr. K is almost opposite that of Mr. L’s in
that while both were engaged in unionization, Mr. K was in a regional envi-
ronment where he felt comfortable drawing upon regional ties.

Together, the survey results and individual cases show how the top lead-
ership’s choice of personnel and the state’s role as holder of various incentives
gave rise to the ubiquity of neofamilial practice in Korean society at both
business and personal levels. The overwhelming presence of neofamilism is
well reflected in the general perception of the masses, but the extent of its
use and strategies as to how to combine the ties varied, depending on indi-
vidual backgrounds and personal choices for survival.
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The 1997 financial crisis is frequently called the “imr Crisis” in Korea, in
reference to the severe shortage of foreign exchange reserves that drove the
country to the brink of default and a subsequent bailout by the International
Monetary Fund (imr) Standby Credit Facility and other international finan-
cial support. The background and causes of the crisis have been hotly de-
bated, and the implementation of the reform measures has been closely
analyzed.! Social and institutional consequences at both micro and macro
levels have also drawn much attention.? What has received less attention
are the implications of the crisis for well-entrenched neofamilism. In terms
of the impact on neofamilism, the two institutions that were most affected

by the crisis are the family and the chaebols.

SOCIAL AND INSTITUTIONAL IMPACT

The 1997 financial crisis brought upon Korean society a collective psycho-
logical shock, made particularly acute as people had become accustomed to
continuous economic growth and had not experienced economic downturn.
The crisis was viewed as a national disgrace, a humiliation so severe that it
was likened to a second annexation by international capital. The crisis also
served as a sobering reminder of capitalism’s vicissitudes. Korean economic
development was externally dependent but pre-crisis had recorded mostly
positive results by successtully utilizing international markets. At the societal
level, the crisis marked the moment at which many Koreans experienced the
vicious cycle of capitalism for the first time.

The string of business collapses also cast a light on the ambivalence that
many Koreans had long felt toward chaebols. On one hand, chaebols were
viewed as the primary beneficiaries of the state yet were exploitative of workers

and did not pay back to society; on the other, it was grudgingly acknowledged
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that the Korean economy could not survive without them. It was also incon-
ceivable to most Koreans that the chaebols would ever collapse, particularly
given the longstanding state support that the chaebols received. The myth
of “too big to fail” was quite pervasive throughout Korean society. Under
such circumstances, the news of multiple chaebol collapses introduced yet
another kind of shock that shattered once firmly rooted assumptions about
society and economy.

In addition to the defaults of chaebols, the bankruptcies of smeEs—many
of which had been dependent on chaebols but were also squeezed financially
due to the credit crunch—further worried average Koreans as these events
led to unemployment and declining national economic growth. For example,
123 bankruptcies were recorded in December 1997 and 151 cases in January
1998. Overall enp growth plummeted from 6.8% in 1996 to 5.0% in 1997 and
dropped to -6.7% in 1998.}

Factory closures, cancellations of investment projects, layoffs, and wage
cuts ensued. The scrambling to meet debt payments coming due created a
wave of secondary disintermediation and a severe credit crunch. Rising inter-
est rates and the falling won against the dollar added further hardship.* cnp
per capita in dollar terms fell by more than half, dampening the sense of pride
that many had felt when their annual income surpassed the 10,000-dollar
mark pre-crisis.’” Given such overall economic decline, unemployment im-
mediately affected many households. The Korean economy enjoyed near-full
employment in 1996 and even 1997, with 2.0% and 2.6% unemployment rates,
respectively. In 1998, right after the financial crisis, the unemployment rate
jumped to 6.8%.° Also striking was a sudden increase in irregular workers
(both temporary and daily workers) after the outbreak of the financial crisis.
Right after the financial crisis, the proportion of temporary and daily workers
grew from 45.9% in 1997 to 47.0% in 1998 and to 52.4% in 2000, exceeding the
proportion of regular workers (47.5%).”

The impact of the financial crisis was much more palpable at the individ-
ual family level. The following analysis is telling of the various troubles and
difficulties that families underwent. According to a national survey in Korea,
when people were asked the following question, “During the economic
crisis, did you or your family experience the following life events, such as
decrease in property, income decline, unemployment, family disbanding
(divorce, separation, leaving home), bankruptcy or credit delinquency,
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deterioration of health, or depression or death wish?” It is reported that
48.3% mentioned income decline, 36.4% decrease in property, 19.2% unem-
ployment, 11.7% bankruptcy or credit delinquency, 16.5% deterioration of health,
and 9.3% depression or death wish. Those who have never experienced neg-
ative life events amounted to about 40%, with the remaining 60% of people
having experienced at least one misfortune in their own life or that of family
members.®

The impact of income loss, however, was not evenly distributed. The first
quintile of the population by income level experienced a 14.9% loss of in-
come, the second quintile by 8.8%, the third by 6.9%, and the fourth by 5.5%,
while the last quintile actually gained by 2.3%. The results indicate that
income loss was most drastic among middle- and lower-income families due
to unemployment, income reduction, and falling real estate values. Among
households with a monthly income below 700,000 won who were surveyed,
56.1% reported that they felt seriously threatened by unemployment and
bankruptcy in 1998, more than double that of December 1997 (25%).” How-
ever, upper-income brackets were able to gain income, attributable to higher
interest rates. High interest rates and sudden drops in real estate prices gave
rise to the collapse of the middle class. According to one survey, about 80%
responded that their incomes fell on average by 20% to 40%."

A survey from 2003 showed that for several years after the financial crisis,
a considerable number of Korean people felt that they had fallen below their
previous socioeconomic stratum. Compared to surveys from 1994, this indi-
cates an expansion of a sense of relative deprivation. In the years of these two
surveys, the proportion of those who considered themselves middle class fell
by 18% percent, while self-identification as lower-middle and lower class
increased by 14.7% and 1.5%, respectively." Yet when questioned whether they
believed their socioeconomic status would improve if they worked hard,
45.8% said yes in 1994 compared to 33.1% in 2003, decreasing by 11.3%. On the
question of whether they think their socioeconomic status might fall, the
proportion of respondents indicating yes increased by 17.8%, from 11.5% in
1994 t0 29.3% in 2003.”

Such a negative impact at the macrostructural level was duly reflected in
family life at the micro level. The loss of jobs of household heads also changed
family dynamics. After the financial crisis, female unemployment rates
became increasingly volatile, although lower than those of male workers.
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However, the situation was quite different at the micro level. For example, a
wife would be forced to find a job for a household in which the husband had
lost his job. According to one study, more than 30% of full-time housewives
attempted to get a job, and the proportion was much higher at 43.3% for those
below a monthly income of one million won. The same study shows that
among those surveyed, 53.7% of the wives were working, and 24.5% among
them were already working even before the crisis; 10.6% were reemployed
and 17.6% started working after the crisis. Among those newly employed after
the crisis, 76.5% were newly reemployed or in cases where the husband had
lost his job, whereas only 33.6% of wives whose husbands were employed
sought jobs.” It goes without saying that job loss of the head of the household
also affected the family’s lifestyle. First, the level of consumption visibly
changed. The reduction in consumption was most visible in clothing and
footwear purchase, from -.6.8% from the previous year in 1997 to -26% in 1998,
while crucial expenditures such as education were also cut."

Many households also saw a dramatic shift in the roles between husband
and wife. Wives were increasingly becoming the breadwinner as income con-
tribution from the husband declined or disappeared, reflected in the hus-
band staying home or roaming about the city. While this situation tended to
cause a high level of stress among family members, some families were able

to better adjust to the situation, as the following two examples show:

During the financial crisis, I lost my house and company due to the
bankruptey of the small business that I ran. I tried to get a new job
and failed, and instead my wife started insurance sales. Fortunately,
my wife’s income was quite good, and we were able to take our chil-
dren back home from my in-laws. Now my wife is largely responsible
for the family finances, and her voice is heard considerably more
than before on decisions like the children’s education, the house,
and furniture. It is quite different from the times when I made most
decisions, but I feel less burdened with responsibility for the family.
Sometimes, I feel free and thus am satisfied with the new reality.
(Mr. P, 38 years old)®

[ felt a deep sense of guilt due to the fact that as household head I did
not play my role well and thus caused pain to my children. [ blamed
myself for the fact that my daughter could not complete high school.
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[ felt deep guilt toward my parents and brothers as I could not do
enough even though [ am the eldest son. I lost self-confidence and
felt I was alone in the world. I seriously doubted whether I deserved
to live in the world. (Early 40s, high school graduate; his business of
exporting leather fabric)"

The intense financial burdens on families due to the unemployment of
husbands and increasing tension from the role reversal in which wives began
to work raised stress levels and negatively impacted marital relations. Such
strained marital relations caused an unusual increase in divorces right after the
financial crisis. Throughout the 19gos, the divorce rate was steady at around
1% until 1996. It is only after the 1997 financial crisis that the divorce rate nearly
doubled to 2.0% in 1997 and reached 2.5% in 1998.” Compared to the previous
decades, the economic difficulties brought on by the 1997 financial crisis so
deeply affected well-established middle-class lifestyles and assets to the extent
that the level of stress on families reached unprecedented levels.

How can the ultimate impact of these negative factors on family solidarity—
which is closely related to the practice of neofamilism based on blood ties—
be assessed? There are different analyses that indicate varying degrees of
family breakdown. According to one view, family members united to over-
come the crisis through mutual cooperation, practicing the Korean tradition of
supporting family members in trouble. Households experiencing unemploy-
ment of the household head were found to have frequent dialogues between
husband and wife, and levels of domestic violence and family disintegration
went down. Generally, families expected more support from other family
members than from the state. In times of crisis, it was found that kin members
such as sisters and brothers were more relied upon than neighbors.” A report
finding showed that among those surveyed, 13.4% got their support from
in-law parents, parents, other relatives, and friends.”

A differing view suggests that although family solidarity and community
is emphasized right after the start of a family crisis, the negative impact deep-
ens as the situation shows little sign of improvement or gets worse. Family
members console one another right after the household head experiences
job loss and pretend to maintain a warm relationship, but this stage lasts about
one month. Family members tend to avoid one another, and conflicts come
to the surface. Family life becomes unstable as the family undergoes structural
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change and family relationships are restructured.”’ Under such circum-
stances, it is highly likely that people seldom receive support from relatives
or friends, and relationships with siblings and friends also break down.”

It seems the two views reflect different cases and situations rather than
contradict each other. As the second view indicates, the two views are se-
quential, in that at the beginning families are willing to support one another,
but they gradually become exhausted providing continuous support.”? A
survey finding quoted in the previous chapter corroborates this dual aspect
of family support: some respondents mentioned receiving family support,
whereas others reported enduring suffering due to losses incurred by ren-
dering support to family members (see chapter 6). On the question of
whether Korean society will continue to rely on neofamilial ties, 64% re-
sponded it would continue one way or another, including familial ties. Over-
all, while the financial crisis appears to have weakened conceptions of the
Korean family as well as familism among average Koreans, both will continue

to persist.

CHAEBOL REFORMS AND NEOFAMILISM

Extensive measures were introduced as checks on the previously uncurbed
managerial decision-making of chaebol owners. The measures can be
grouped into three categories in terms of the degree of impact on neo-
familism: direct impact, indirect impact, and background impact. Some mea-
sures, such as outside director reform, directly impact neofamilism by altering
personnel policies. Other measures are more indirect in the sense that they
contribute to changes in the way managerial decisions are made and proce-
dures executed, in turn affecting the selection of people close to chaebol
owners. For instance, the prohibition of crossholdings or mutual debt guaran-
tees changes the way financial decisions are made by chaebol owners, in turn
impacting the range of chaebol subsidiaries, where people with neofamilial
ties are commonly put in charge. Another good example is financial reform.
Under state-directed economic development, access to state resources
through neofamilial connections was essential for chaebols” survival. Requir-
ing chaebols to lower their debt level to 200% significantly affects their de-
pendence upon the state for financing, which has the effect of reducing the
need for neofamilial ties.”? Another set of reform measures encompass
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broader institutional changes, while not directly impacting neofamilial prac-
tice at chaebols, and may set the background as well as serve as a catalyst for
changes to neofamilism. One example is society-wide change as a result of
labor relations reform, requiring compliance from all companies. To illustrate
the impact of the chaebol reform measures on neofamilism, the outside di-
rector reform, inheritance regulation, financial reforms, and labor reforms

will be analyzed in detail.

Outside Director System

Prior to the financial crisis, the duties and functions of boards of directors,
such as making corporate decisions and overseeing the implementation of
decisions, were not properly executed as stipulated in commercial codes. The
reality was that many boards were composed of a senior managing director
and managing director, who are under the command of the ceo, frequently
along with family members and friends of the owners. Directors of the board
thus were not in a position to oversee the activities of the ceo and were in-
stead essentially reduced to subservient agents who received orders from the
ceo. Filled with company executives, family members, and friends, many
boards were effectively rubber stamps for the group chairman.

In addition, stockholder meetings and internal audits did not function
well. There was no effective way to check arbitrary decisions, embezzle-
ment, or breaches of duty of the chairman. The checking of internal direc-
tors had almost ceased to function prior to the financial crisis.”* Thus, in the
wake of the economic crisis, there were increasing calls to appoint outside
directors. The outside director system was introduced to activate the func-
tions of the board of directors. Outsider directors were to effectively oversee
business decision-making and performance of internal directors. Beyond
serving as a check on the ceo and internal directors, outsider directors are
to solicit different opinions of various stakeholders, including the rights of
minority holders, and to provide professional knowledge and experience to
top management.”

According to laws pertaining to stock exchanges, appointing outside di-
rectors is mandatory for listed companies. The number of outside directors
should be one-quarter of all directors, and at least one outside director should
be appointed (1998). For companies exceeding two trillion won in assets, one-
half of all directors must be outside directors, with a minimum of three directors
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(2001). In 2000 and 2001, companies were to establish a committee respon-
sible for recommending candidates for outside directors, and rights to
recommend outside directors were extended to 1% of stockholders. Later,
companies exceeding two trillion won in assets were required to have outside
directors as one-third of their boards (2004). Most companies complied with
the laws in electing and appointing outside directors. By June 30, 1999, the
total number of outsider directors was 1,251; out of 722 listed companies, 647
companies elected outside directors (89.6%), averaging 1.73 per company.”
In March 2001, 633 out of 699 listed companies elected and appointed outside
directors, reaching an election ratio of 99.69%. The total number of outside
directors was 1,469, averaging 2.32 per company.”’

Due in large part to the mode of selecting outside directors after the re-
forms (ceo-recommended candidates proposed at stockholder meetings for
approval), it is likely that those connected to the cro through shared interests
or neofamilial ties are ultimately elected. According to one study, the propor-
tion of outside directors whose autonomy was suspect, due to direct or indirect
relationship to the ceo, ranged between 32% and 37% from 2006 to 2010, and
declined from 22% to 28% between 2012 and 2018. Among the outside direc-
tors, those who shared school ties (the same department of the same univer-
sity) with ceos or internal directors was 17.53% in 2006, 15.34% in 2010, and
7.29% in 2018, indicating that the proportion of outside directors with ties,
including school ties, has gradually decreased since the financial crisis.”
However, considering the possibility that most former high-ranking members
of chaebol companies and former government officials could be related to
the ceo through high school ties, regional ties, or both, the actual figures may
be higher than the finding.

There are several studies supporting this kind of surmise. One analyzed
the differences in investment behavior of ceos, depending on the structure
of the board of directors. ceos of companies with boards composed of direc-
tors with high school and regional ties tended to overinvest in new projects
and draw debt. The study concludes that in the presence of existing social
ties between ceos and outside directors, the official capacities of outside di-
rectors tended to be constrained.” The following story, which occurred some
years after the outside director system was adopted, reveals the difficulty of
achieving real change:
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That outsider directors are merely rubber stamps is not new. It is
meaningless to classify publicized decisions of the board of directors
in terms of yes or no as there is little opposition. It is not easy to
expect that totally unconnected persons are invited as outside direc-
tors. Companies seldom select outside directors who can oversee
companies well, and big financial groups are no exception. They are
run by people who belong in the same “league.” There is a saying

in the Korean financial world that friends and alums are acceptable
as outside directors as long as they do not work at the company. The
practice of outside directors recommending candidates for other out-
side directors is still alive. . . . One former outside director of a bank
remarked that although the rule says the outside director recommen-
dation committee is supposed to recommend candidates for outside
directors, more often than not the ones elected are those whom the

government or company executives want elected.*

In 2013, it is known that outside directors of major banks never cast a neg-
ative vote. There are 24 outside directors in Shinhan Bank, Kookmin Bank,
Hana Bank, and Woori Bank. There were 224 matters on the agenda for
which there were 5,376 instances of voting, but there was never a single nay
vote.”! The trend is the same at the top 10 chaebols. According to the ceo
Score survey of the activities of 1,872 outside directors of g2 listed associated
companies of the top 10 chaebols, “there were 4,626 meetings and 37,635 votes,
among which only 38 votes were cast nay, while 97.7% of votes were cast yes.
The main reason that outside directors do not voice opposition is because they
have a personal relationship with the ceo. That is, there is intrinsic limitation
in their voting due to school, regional, and other human ties.”™

Such a poor track record of outside directors is confirmed by the general
perception among business managers. According to one survey, the majority
of respondents (22 out of 26) held the view that the role of outside directors
was perfunctory or substantially limited at best. They found no changes in
the corporate decision-making process as a result of outside board members
participating. What was noteworthy is that the role and influence of outside
directors was especially limited in companies directly controlled by owners.

Those respondents who recognized changes incurred by the outside board
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member system also acknowledged that despite its growing significance, its

influence in major decision-making was limited at best.”

Chaebol Succession (Inheritance)

Based on the increasing social criticisms that wealth and company manage-
ment should not be inherited, so as to establish transparent and accountable
governance, and to break up family-oriented management structures, the
banning of irregular inheritance and bestowals is a major issue. In 1997, an
aggregated tax on financing income and capital gains tax on equity were re-
vived. In1999, the law was revised to tighten up the taxes on inheritances and
bestowals.*

Korean chaebols are notorious for attempting to realize family succession
by passing on ownership and management power to the children (usually the
eldest son) of the controlling family.® Family succession efforts commonly
entail such tactics as illegal transfers of stock, internal transactions whereby
the parent firm supports subsidiaries by showering them with business, thus
violating fair competition, and disrupting fair trading in the market. Further-
more, management succession to unqualified children of the chaebol owner
could negatively impact business performance, ultimately affecting not only
company performance but also the national economy. Laws and regulations
have been revised to punish illegal transfers between chaebol subsidiaries,
but internal transactions with the intent to lay the foundation for family suc-
cession have not disappeared.

Family succession is not possible if stock is not concentrated in the hands
of chaebol owners. Since they cannot maintain control without mutual and
circular investment among subsidiaries, such ownership structure is essential
in family succession of stock and control over management. Thus, family
succession effectively incentivizes retaining an irregular ownership structure
and closely aligns with broader sociocultural norms and the perception of
business ownership. In Korean family tradition, the first son normally inherits
all family assets, and it is this cultural norm that has strongly influenced suc-
cession practices of chaebol owners. If the first son cannot inherit, legal
disputes usually arise among possible alternatives. The perception held by
chaebol owners that their businesses belong to their families is also closely
related to family succession. In their understanding of business, any sense of
public-spiritedness or concern toward all company stakeholders is almost
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entirely lacking; from this conception emerges a near obsession to achieve
family succession at all costs. This has brought about family feuds and raised
questions about the legality of their actions. It is fair to say that with few excep-
tions, Korean chaebol owners have systematically continued the practice of
family succession.

According to Korea’s Fair Trade Commission, 18 of the top 40 chaebol
groups have had disputes over succession of some kind among family mem-
bers of the owners. Most cases were of primogeniture, while disputes among
family members ensued otherwise. These sorts of struggles could be observed
at major groups including Samsung, Lotte, Hanwha, and Doosan, taking
various forms such as contention over legitimacy of succession, disputes over
the scale of ownership, and struggle over positions.®

Another phenomenon that is relevant to neofamilism is the bestowal of
stock to family members, extending to the third generation of chaebol own-
ers. As a relatively new phenomenon, the practice arose amid intensifying
regulation of chaebol owners and adopts early inheritance before the inclu-
sive and comprehensive inheritance law was introduced. According to CEO
Score Daily, 93 children of the top 30 chaebol families were found to have
inherited significant amount in stock of both listed and unlisted companies,
amounting to a total of 1.7 trillion won. Among them were one four-year-old
child and eight children of eight years old. Additionally, 30% were under the
age of 19.” What the issues and controversies surrounding chaebol succession
indicate is not only the problems that chaebols have been causing to Korean
society but also the robust survival of neofamilism, despite the disruptive impact
of the financial crisis. In sum, chaebols still remain a major source, perhaps

even the nucleus, of neofamilism in Korean society.

Financial Reforms

The pre-1997 financial sector was extremely underdeveloped with the state’s
extensive intervention, and moral hazard problems were pervasive. In the wake
of the financial crisis, various institutional reform measures were taken. In the
context of neofamilial practices, the financial reforms reduced the extent of
state intervention in business, reflected in personnel decisions at financial
institutions, allocation of financial resources, and supervisory functions.
Prior to the crisis, it was common for the state to be deeply involved in
appointing the heads of state-controlled and commercial banks. This practice
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had serious implications for neofamilism, given chaebols” heavy dependence
on state policy financing, as securing access to banks is essential to their
survival. Likewise, state allocation of financial resources (so-called kwanch'i
kiimyung, or state-directed lending) was critical to meet the financial needs
of chaebols. Chaebols were keenly interested in who was in charge of this
function. Any changes to state involvement in personnel decisions at finan-
cial institutions and allocation of credits were bound to influence chaebols’
strategies for mobilizing neofamilial resources. As for changes in supervisory
functions over financial institutions, had the functions been properly per-
formed following the regulations, the need for mobilizing neofamilial ties
would have definitely been reduced.

The critical question is how objectively personnel policies at supervisory
institutions like the Financial Services Commission were handled by the
state. Amid persistent rumors and scandals regarding state intervention in
personnel decisions, there is a widely held perception that the state has not
ceased to exert influence in financial institutions.®® Although it may appear
weakened because of the privatization of banks, the state still retains robust
influence over financial institutions. One finding shows that the govern-
ment’s influence on personnel issues in particular was in fact reinforced,
although a subtle change had occurred in the ways in which the influence
was delivered, from a direct to indirect form of intervention.’

On the question of the extent to which the state and politicians intervened
in financial institutions’ lending policies, the majority responded that they
did not notice any substantial changes before and after the crisis.* Only seven
out of 23 responding business managers thought that the level of influence
or intervention was reduced considerably or moderately, while the majority
held the view that state-controlled practices continued. Some noted similar
observations as in commercial banks, saying that a subtle change had oc-
curred in the ways in which the influence was delivered, from a direct to
indirect form of intervention, such as those found in personnel issues."

All'in all, there is still room for neofamilial practice in interactions between
the state and financial institutions through personnel issues. From the per-
spective of chaebols, there is no longer a strong need for state support in
financing, particularly after debt levels were reduced to the 200% mark; thus,
overall dependence on the state has decreased, although total autonomy from
the state remains unrealistic.*
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Labor Reform and Implications for Neofamilism

The financial crisis brought about a sea change in labor relations in Korea.
Prior to the crisis, unionization and wage hikes were in full swing with democ-
ratization, and workers could expect lifetime employment, despite limitations
on political activities.” The impact of the crisis on labor was serious and
far-reaching and can be understood in political, economic, and social terms.

The breakout of the financial crisis considerably dampened the labor
movement. Under the state-mediated compromise, tradeoffs were reached
between the state and labor: labor organizers gained basic political rights with
enhanced latitude to engage in union organizing and political activity, while
business secured labor flexibility." Under the changed circumstances against
labor, workers began to adjust to the whims of the market. The labor union
movement grudgingly accepted fragmentation and gradually learned the rules
of bargaining within institutional boundaries.®

Labor faced a much grimmer situation in economic areas, with workers
constantly exposed to threats of unemployment. The introduction of neo-
liberal policies and institutions into the financial and corporate sectors inev-
itably upended the employment status of many workers in the form of layoffs,
wage cuts, and limited working hours. Lifelong employment was no longer
guaranteed and workplace seniority was challenged for the first time. In short,
labor markets became significantly more precarious in terms of wages and
employment status.

A more serious impact on workers was the breakdown of bases for social
solidarity. The lifelong employment system and the seniority principle were
disrupted if not destroyed. Company loyalty, closely related to lifelong em-
ployment, began to erode. Most important, workers were divided into regular
and irregular categories, with serious implications for neofamilism. The reg-
ular workers who are well protected with pensions and social insurance were
able to continue to maintain solidarity based on neofamilism, whereas the
irregular workers were legally deprived of solidarity based on neofamilial ties.

The “paternalistic human resources management” prior to the crisis ad-
opted a more humanistic approach to workers that emphasized a reciprocal
relationship rather than a one-way, top-down one. Both paternalistic human
resources management and authoritarian human resources management are

based on patriarchism, but whereas the latter is characterized as unilateral
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and arbitrary, the former is reciprocal and cooperative.” As such, workers’
well-being, sharing of managerial information based on mutual understand-
ing and communication, and improved compensation and working conditions
were considered. Under the paternalistic management system, voluntary
cooperation with management was expected of workers.

The financial crisis directly challenged the paternalistic practice of labor
relations with the introduction of liberal economic measures such as labor
flexibility and regular-irregular worker distinction. The balance of power
once again shifted toward management and the state. The state and manage-
ment began to review the age-old yongong (seniority) system, which com-
pensates workers based on age and job tenure. New measures based on merit
were introduced to replace the practice of the seniority principle.”

It is quite clear that the structural change in terms of the regular-irregular
divide among workers struck a serious blow to the underlying sense of soli-
darity among workers, particularly based on regionalism and beyond. Yet the
actual implementation of a neoliberal wage system demonstrates there has
not been a complete break from the past. The implications for neofamilism
are mixed: presumably there remains a strong basis for leveraging regional-
ism and familism among union-protected regular workers to their advantage,
while irregular workers are scrambling for regular positions, still trying to

leverage any available connections from neofamilism.

CHAEBOL DYNAMICS AND NEOFAMILISM

How much have chaebols changed since the financial crisis? The trend in degree
of economic concentration in chaebols shows that in terms of value, the weight
of the top 30 chaebols in cpp has clearly been increasing, even after the finan-
cial crisis. The portion of the top 30 chaebols’ total sales in cpp in 1979 was
60.6%, peaking at 120.9% in 1990 and holding at 96.7% in 2010.% A similar trend
can be found since 2010. Chaebols’ portion of cpp has been growing, albeit
with some fluctuation. With the year 2000 as a baseline, chaebols continued
to grow up to the 1997 financial crisis, but showed a dramatic decline between
1998 and 2002. From 2002, chaebols began a path of recovery up to 2012, almost
doubling from 2002. Although chaebols’ proportion of cpp has began to de-
cline since 2012, the decline is not as significant as that of the post-crisis years,
and the trend of economic concentration in chaebols has continued.
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Other indicators of economic concentration in chaebols are their assets
as a proportion of national assets and their proportion of industrial sales. The
proportion of assets shows an increasing trend for chaebols as a whole, re-
gardless of their size, from 5.09% in 2008 to 7.31% in 2016. A similar trend
occurred during the same period among the top 30 chaebols under chairman
ownership, increasing from 4.41% to 5.52%." Chaebols’ share of sales in man-
ufacturing and mining industries was 36.8% (total sales) and 31.9% (value-
added) in 1987, 38.1% (total) and 33.6% (value-added) in 1993, and 40% (total)
and 38.2% (value-added) in 19g97. Throughout the 2000s, chaebols’ proportion
of total industrial sales declined from 49% in 2000 to 39% in 2016 but did not
fall below the levels of the 1980s.”

The abuse of inside transactions, which was regarded as one serious prob-
lem of chaebols, clearly has not disappeared; in fact, the practice is alive and
well even after more than two decades since the financial crisis. What is sig-
nificant in terms of neofamilism is that inside transactions remain an import-
ant mechanism for helping family-owned subsidiaries and tie closely to family
succession. With chaebols intensifying effort to diversify their business ver-
tically and horizontally, the ratio of internal transaction of the top 30 chaebols
in 1989 was 23.73%, while that of the top five was even higher, at 29.63%. In
1993, the ratio of internal transactions of the top 30 chaebols was 21% in terms
of purchases and 17% for sales.”!

In the first decade of the 21st century, a similar trend continued (see
table 14). From 20m to 2015, the ratio of internal transactions ranged between
24% and 27% for purchases and between 24% and 26% for sales. What is no-
table is that as the regulation of internal transactions increased, more internal
transactions were conducted at unlisted companies rather than at listed ones.
Such a propensity toward unlisted companies was clearly demonstrated in
2011, when 93.8% of the 211 companies with inside transaction ratios above
70% were unlisted companies. None of the 79 companies with inside trans-
action ratios of 100% were listed companies. The main reason for conducting
inside transactions through unlisted companies is that such entities are not as
scrutinized as listed ones.”? Unlisted companies also tend to serve as a channel
for chaebol succession.

The change in the number of subsidiaries has been regarded as an indica-
tor of chaebol expansion. Chaebols have been particularly criticized for in-

discriminately expanding into new areas without considering the integrative
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TABLE 14. Debt ratio trends of chaebols (in percentages)

SCALE OF

CHAEBOLS 1995 1996 1997 1998 1999 2000
Top 5 297.6 344.2 472.9 235.1 148.7 162
Top 6-30 435.1 460.8 616.8 497.1 498.5 186
Top 30 347.5 386.5 512.8 379.8 218.7 171.2

Source: Fair Trade Commission website, cited in Jang-Sup Shin and Ha-Joon Chang,

Restructuring Korea Inc., 265.

effect upon their current business scope. This so-called octopus-like expan-
sion also frequently impinges upon smis. Internal transactions usually accom-
pany a chaebol’s entry into a new business and may also involve the intent to
execute an illicit succession strategy.” The number of subsidiaries has indeed
grown steadily. In 1987, there were a total of 509 subsidiaries for the top 32
chaebols, averaging 20.8 subsidiaries per chaebol. In 1996, one year prior to
the financial crisis, there were 669 subsidiaries among the top 30 chaebols,
an average of 22.3 per chaebol. One year after the crisis in 1999, the total
number of subsidiaries increased to 686, resulting in an average of 19.6 per
chaebol.** In 2002, the total number of subsidiaries for the top 30 chaebols
with owners was 607; 772 in 2007; 1,082 in 2011; and 1,256 in 2017. There were
several years that showed decreases; for example, total subsidiary count
changed by -5.86% from 1,212 in 2013 to 1,141 in 2014 and by -4.19% from 684
in 2004 to 656 in 2005. However, the number of subsidiaries of chaebol groups
has grown since the financial crisis.”

Up until the financial crisis, Korean chaebols were notorious for their high
debt-to-capital ratios, which had been increasing. As table 14 shows, the ratio
for the five largest chaebols was 297.6% in 1995, increasing to 344.2% in 1996
and to 472.9% in 1997. The trend was the same for the top 30 chaebols, as the
ratio was 347.5% in 1996, 386.5% in 1996, and 512.8% in 1997. Table 15 shows
the ratio was close to or above 1,000% for some individual companies. Han-
wha, for example, recorded 1,214.7%, Kumho 944%, and Hanjin 9go7.7% in
1998. Such high debt ratios were attributed to an octopus-style expansion
strategy of diversifying business into areas that were not related to their core
business in order to gain market share. In the wake of the financial crisis,
the government ordered chaebols to reduce the debt ratio to 200% by 2000.



TAaBLE 15. Indebtedness of the top 30 chaebols, 1998

NO. OF TOTAL DEBT/EQUITY

RANK  CHAEBOL SUBSIDIES ASSETS RATIO
1 Hyundai 62 73,520 578.6
2 Samsung 6l 64,536 370.9
3 Daewoo 37 52,994 471.9
4 LG 52 52,773 505.7
5 SK 45 29,267 467.9
6 Hanjin 25 19,457 907.7
7 Ssangyong 22 15,645 399.6
8 Hanwha 31 12,469 1,214.7
9 Kumho 32 10,361 944.0
10 Dong-Ah 22 9,054 359.8
11 Lotte 28 8,862 216.4
12 Halla 18 8,562 Negative capital
13 Daelim 21 7,001 5135
14 Doosan 23 6,586 590.2
15 Hansol 19 6,268 399.9
16 Hyosung 21 5,249 465.0
17 Kohao 13 5,193 472.1
18 Kolon 25 4,894 4334
19 Dong Kuk Steel Mill 17 4,865 323.8
20 Dong-bu 34 4,339 338.3
21 Anam 15 4,339 1,498.5
22 Jinro 15 4,258 Negative capital
23 Tong Yang 23 3,885 404.3
24 Haitai 15 3,747 1,501.2
25 Shinho 29 3,060 676.7
26 Daesan2 20 2,847 647.8
27 New Core 18 2,831 1,784.1
28 Keo Pyung 19 2,831 438.1
29 Kang Won Ind. 27 2,665 375.0
30 Sachan 16 2,659 4193

Total 8§04 435,318 518.9

Source: Adapted from “Heavy Borrowing Backfires,” Business Korea 15, no. s

(May 1998): 2.
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Thus, the debt ratio decreased considerably to 162% for the top five chaebols
and to 171.2% for the top 30 chaebols in 2000.

The high levels of debt had serious implications for neofamilial practices
in that most debt financing previously came from government-controlled
commercial banks and financial institutions, the domestic commercial
paper market, and foreign banks. For example, bank and non-bank financial
institutions provided 55% of financing for the top five chaebols in 1997.% Thus,
chaebols relied heavily on neofamilial ties to gain access to financing insti-
tutions. It was most likely the case that the borrowed capital was invested to
increase their affiliated companies, which were usually owned and managed
by people related to chaebol owners. Considerably reduced debt ratios meant
that chaebols no longer depended on the state for capital, which in turn less-
ened the need for mobilizing neofamilial ties to access capital.

Opverall, there have been significant improvements in financial structure
and profitability of chaebols and relatively little progress in governance and
chairman-driven management, which has essentially remained intact. This
can be seen in the expanded proportion of chaebols in the national econ-
omy.”” From a neofamilial perspective, most institutional reforms related to
chaebols are incomplete and uneven. Although the reduced debt-to-capital
ratios of many chaebols considerably reduced their dependence upon the
state, there are unmistakable signs of neofamilism persisting in the outside
director system, illegal means of inheritance, inchoate shareholder rights
practices, and misuse of internal transactions. The financial reforms brought
about drastic changes in ownership, management, and lending styles. How-
ever, the state still wields considerable influence over personnel matters at
financial institutions.

Labor had to bear the brunt of abrupt changes. The bifurcation of the
workforce into regular and irregular workers was a big blow to worker solidar-
ity. The disruption of lifetime employment and introduction of the merit-
based wage system undermined neofamilial bases among workers, such as
regionalism. However, this does not mean that neofamilism has disappeared
completely in the labor sector. As recent examples of illicit hiring practices
in labor unions demonstrate, familial ties took on new meaning by prioritizing
the family members of union leaders.”®

Korean families were seriously impacted by the financial crisis in terms
of unemployment, credit crisis, and role reversal between spouses, which
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contributed to the disruption and disintegration of families in Korean society.
Changes in lending practices put an end to personal debt guarantees, which
were prevalent prior to the financial crisis, ushering in individualizing ten-
dencies among family members. In these ways, the financial crisis left an
indelible impact on Korean families. Yet it also seems that family ties became
much more important in surviving a new era of uncertain and volatile em-
ployment. Among lower-class families, cooperation among family members
has become indispensable for survival. For upper-class families, family ties
have become essential for enjoying access to better employment and educa-
tional opportunities.”

For over two decades, the institutional reforms and psychological impact
of the 1997 financial crisis severely tested the resilience of neofamilism in
Korea. It is certainly true that there have been some changes within neofa-
milial practices in hiring, compensation, and access to information. Chae-
bols, the primary neofamilial stronghold, remain unchanged in terms of
various facets of governance structure and operations. The state, also an
important source of neofamilism, has changed significantly in terms of its
planning capacity, intervention in financial institutions, and thus its relations
with chaebols. At the same time, the state assumed new functions in social
welfare and has maintained considerable influence over personnel policies
at financial institutions. In the labor sector and among Korean families, neo-
familial practice is thriving and successfully coping in a market-based, com-
petitive employment environment. Thus, neofamilism has proven to be re-
silient in Korean society’s new context before and after the financial crisis.
However, a distinction should be clearly made between different types of
neofamilism in terms of how and where it is practiced. As it emerged in the
1960s, neofamilism occurred in the context of state-led industrialization,
while post-1997 neofamilism persists in the context of marketization in the
aftermath of the 1997 financial crisis. If the former is labeled as type I, the
latter can be called type II. The old form (type I), which developed under
state-led late industrialization, survives in the new context of market-based
competition (type II), representing an ongoing and tenuous co-existence of

the two forms.



Conclusion

An apparent institutional irony has arisen from late industrialization: the
quicker the rate at which late industrialization is pursued, the more likely it
is that traditional institutions and values will be introduced into the process.
Such irony is primarily attributed to notions of inferiority and urgency that
stem from a sense of backwardness felt by leading elites in late-industrializing
nations. Society and institutions undergo serious changes in the course of
these efforts to overcome backwardness. Neofamilism is a social consequence
of South Korea’s late industrialization. It encompasses a socially meaningful
unit that defines identity, survival strategies, and modes of institutional oper-
ation. Analysis of the byproducts of Korea’s late industrialization through the
lens of neofamilism shows that industrialization does not beget universal
consequences.

To overcome a crude class-reductionist approach, the concept of class
in late industrialization has evolved among social scientists to accommodate
factors such as sociocultural milieu and political and international environ-
ments, in which industrialization and social changes occur. However, despite
focusing on heterodox factors that would mitigate a crude class-reductionist
approach, such revisionist works have been unable to articulate an alterna-
tive to class. In this study of neofamilism, social changes are approached
to see how distinct outcomes from late industrialization give rise to possi-
ble alternatives. Thus, neofamilism coexists, overrides, and contends with
the conventional concept of class to explain resulting phenomena of social
change.

Further contextualization of industrialization began with a renewed in-
terest in political economy and the subsequent “varieties of capitalism” ap-
proach, yet a significant gap remains between political economy and social
change in the study of late industrialization. The findings of this book narrow
this gap by proposing a way to understand the social implications of state-led
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economic policies. One of the findings is that state-society relations can be
differentiated into four key types. By framing the case of South Korea within
a “state-leading-society model,” the impact of neofamilial structures on civil
society and democratization becomes readily apparent. Accordingly, the
acontextual approach that is currently popular in the literature on civil society
is open to criticism; identifying civil society in relation to democratization
requires a close examination of society at a macro level. In Korea’s case, the
neofamilial base of Korean society has hampered the development of civil
society. Similarly, the social implications of state actions merited close atten-
tion, along with delineating the exact ways in which the state introduced
traditional institutions and values into society and how neofamilism emerged
from this deliberate effort.

In turn, neofamilism raises critical questions in understanding democracy
and democratic consolidation. In the case of South Korea, neofamilism is
shown to be a major cause of regionalism in voting, inability to attain demo-
cratic consolidation, and highly polarized party politics. Although South
Korea’s democratization satisfies the minimal definition of democratic con-
solidation in that there is no group in Korea opposed to democracy, the coun-
try’s democracy is far from consolidated; highly polarized party politics ren-
der issues-based debate and compromise nearly impossible. This study has
provided a well-grounded elucidation of prospects for Korean democratic
consolidation, which has heretofore not been based on solid sociological
analysis.! Furthermore, disaggregate and dynamic approaches to understand-
ing the state made it possible to explore how a strong state gradually hollows
out and how both the state and business ultimately weaken, expanding the
patterns of state-society dynamics beyond the state-versus-society model.

This book demonstrates how traditional institutions are introduced into
the process of late industrialization and their impacts on interactions be-
tween the state, business, and society. Studies of tradition have progressed
little since the paradigm of modernization was heavily criticized in the mid-
1970s and political economy began to focus on the roles of institutions and
policies to explain the success of late industrialization. Tradition has mainly
been approached in the contexts of management, of particular industrial
sectors, or considered wholly external to industrialization. Tradition has been
reconceptualized as an integral part of industrialization, as something that is
enabled through deliberate state mediation.
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Since each case of late industrialization differs in terms of the timing of
industrialization as well as international and domestic contexts, it is not
possible to expect the social consequences of each case to be similar. What
these cases do share is a common framework for analysis, including criteria
such as the types of elites involved, the context in which they come to rec-
ognize the sense of backwardness, and the traditional institutions and values
on which they rely. For South Korea, the social and institutional legacies of
its colonial history, the breakdown of the traditional ruling elite, and the in-
ternational environment shaped by the Cold War contrast with the case of
Japan, which possessed strong continuity of elites, traditional institutions,
and values within an international environment largely characterized by im-
perialism. In the latter, elites achieved consensus to make judicious and con-
scious efforts to reinvent traditional institutions such as ie. South Korean
elites were neither as united nor conscious about how to reinvent traditional
institutions and values; due to Korea’s colonial past, there was a lack of con-
sensus on what constitutes Korean tradition and which values needed to be
reinvented.

Despite differences in contextual conditions, what late industrialization
cases have in common is that the facilitating factors of late industrialization
form the seeds for institutional and social problems while late industrializa-
tion attains a certain level of success. Put differently, social and institutional
problems are embedded in the dynamics of late industrialization, and it be-
comes difficult to pinpoint the sources of problems that emerge thereafter.
This illustrates the difficulty of describing history in developmental terms
or stages; the success and the problems start at the same time. In Japan, the
seeds for the elites’ subtle but tight grip on the masses had been sown much
earlier than the 1930s, when militarism became visible. Similarly, the begin-
ning of South Korea’s industrialization set the stage for rampant regionalism,
which seriously began to affect democratization later on.

Methodologically, implications for social changes in late industrializa-
tion can be derived from analyzing interactions between the state, business,
and society; talent recruitment patterns of the state, the sense of backward-
ness, perceptions of tradition, and the status of traditional social structures
are critical to such analysis. As these factors are historically and contextu-
ally determined, social changes of late industrialization are impossible to
generalize. In this respect, our analysis has implications for other late
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industrialization cases in terms of how to approach the process and con-
sequences of late industrialization.

Last, comparative studies of late industrialization, rather than domestic
analysis alone, reveal possibilities for typologies of social changes in late in-
dustrialization. Comparative analysis of cases of late industrialization is pos-
sible by using the same variables. Another area of inquiry is the international
environment in which a given case of late industrialization occurs. The inter-
national environment influences late industrialization strategies and policies,
and in turn the consequences of late industrialization affect the international
perspectives of late-industrializing countries. It is an intriguing question how
differing circumstances of international order affect patterns of economic
development in Japan, South Korea, and China: Japan’s late industrialization
was launched in the heyday of classical imperialism: for South Korea, the
Cold War was an important factor in determining industrialization strategies;
China has been industrializing in the context of globalization. A strong de-
mand for international recognition also tends to accompany successful late
industrialization. Thus, the international environment in which late indus-
trialization occurs determines the differing ways in which such desire for
recognition manifests, requiring serious analyses for the future.?

Several new developments raise the question of whether neofamilism is
receding in Korea, with globalization being the most important driver. The
crumbling of the state-based economic developmental model due to external
economic pressures—though largely of Korea’s own creation—was a bitter pill
to swallow for Korean society. Most relevant was the undermining of the roles
and functions of the state. As many argue, the state has not completely lost;
in fact, the state picked up new functions in the aftermath of the 1997 finan-
cial crisis, including social welfare.?

However, the state lost the powers of economic planning and policy that
it had employed during Korea’s developmental period; no longer could state
resources be allocated in favor of certain regions. The loss of these state pow-
ers marked an important turning point for the persistence of regionalism,
which had originated from the perception and reality that the southeastern
region was favored during state-led industrialization. The change was not
instant but set the background for change.

Democratization brought about regime changes through elections, which
in turn also drastically altered perceptions of the state. Region-based voting
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patterns persisted; the regional base of regimes shifted from the southeastern
region to the southwestern region of Korea. The composition of elites began
to shift accordingly, as did which regions became favorable in terms of re-
cruitment. The most serious blow to regionalism was the dramatic impeach-
ment of the conservative president Park Geun-hye in 2016-17. Its implications
for regionalism are unmistakable, as her political stronghold was in the south-
eastern region. The successive political defeats for the conservative party in
a series of political elections (2017 presidential election, 2018 local election,
and 2020 general election) meant the striking shift in perception that it was
the beginning of the end of the southeastern region’s dominance in Korean
politics. Southeast regionalism can historically be characterized as “winning
regionalism” for its residents in that they have directly and indirectly bene-
fited from state actions during the developmental era. However, regionalism
in the southwestern region could be called “defensive regionalism” as it was
formed in reaction to southeast regionalism and based on the perception
and experiences that the southwestern region was discriminated against by
the state. As such, the breakdown of southeast regionalism was a catalyst for
southwest regionalism.

The adoption and expansion of social welfare played an important role in
changing mass perception of the state. Korea has been known to be parsimo-
nious in terms of welfare provision, with state adoption of new social welfare
measures implemented only at the outbreak of the financial crisis in 1997.
Although the scope of social welfare and the scale of benefits are still not
extensive, the proportion of social welfare as part of the national budget has
been growing.* The significance of social welfare in shifting neofamilism is
that it is primarily based on individual and household conditions and not
regional background. Thus, social welfare measures are important in chang-
ing the perception that the state favors certain regions. The impact of the
adoption of social welfare on a more extensive scale also impacted family
dynamics; it reduced the burden of the family to take care of parents medi-
cally and otherwise and also affected family solidarity.

Globalization also brought about significant changes in economic insti-
tutions. Chaebols became less dependent upon the state as the Korean govern-
ment required them to reduce their debt ratios to 200% in the aftermath of
the 1997 financial crisis. Corporate governance structure and business oper-
ations have gone through unprecedented changes, with increased outside



Conclusion 207

influences and greater transparency. For example, the abrupt introduction
of international standards in the financial sector considerably altered the
strategies to access financial resources for both individuals and businesses.
Influence from the state or a patron has become less meaningful, and a new
system of insuring guarantees have largely replaced individual mutual guar-
antees. Lending is based more on a risk assessment of individual capacity to
pay off debt. These changes undermined the neofamilial bases of family,
school, and region.

With the weakening of neofamilial ties, the frequency of resorting to legal
means for conflict resolution has grown unprecedentedly. By the early 2000s,
this litigiousness had resulted in Korea becoming known as “a society of ex-
cessive suing.” While population growth remained stable in the 1980s com-
pared to that of 1910 to 2005, lawsuits per capita rose from two cases per 1,000
people between 1910 and 1980 to 25 cases per 1,000 people by 2005, more than
a tenfold increase.

Another statistic also confirms this increase in litigation cases. Between
1997 and 2007, the population grew by 6.4%, compared to an increase of
28.3% in litigation cases. The total number of legal dispute cases received was
3,125 per 10,000 people in 1997 and reached 3,846 per 10,000 people in 2006.
Notably, civil cases showed the largest increase over criminal or family cases;
civil cases nearly doubled from 139 per 1,000 people to 260, while criminal
cases grew from 38 to 46 per 1,000 people. Such a contrast indicates that
social conflicts more often were brought to court for resolution. This suggests
that the practice of resolving conflicts through human relations based on
neofamilial ties had weakened.®

Another legal development with a potentially serious impact on neofamil-
ial practice is the legislative passage of the Act on the Ban of Illegal Solicita-
tion and Bribery (also known as the Kim Young-ran Law), intended to prevent
corruption. Under the act, public officials can face criminal charges for accept-
ing a bribe worth more than one million won.” Beyond this specific measure,
a broad movement to change traditional authority relations will also seriously
impact relationships based on neofamilial ties. A law restricting workweeks
to 52 hours affects workplace relations between employers and employees.
Furthermore, protests against abuse and bullying by those in positions of
power (kapchil hydngsang) have also been evolving spontaneously and will
impact neofamilial practices by affecting hierarchical relations in Korean
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society. Ever-expanding campaigns for gender equality and anti-sexual ha-
rassment and abuse accelerate changes in human relations and further chal-
lenge the social order observed under neofamilism.

The booming popularity of social media is a relatively new but a pervasive
phenomenon in South Korea. One survey reported that 47.7% used social
networking services in 2019, up from 16.8% in 2011. Active participation in
social media may play a role in overcoming narrow neofamilial social bases.
Along these lines, the series of massive candlelight protests coordinated
through social media that culminated in the successful impeachment of Pres-
ident Park Geun-hye is interpreted as a sign of a stronger civil society.®

While there are certainly signs that neofamilism is weakening in Korean
society, there are also indications that suggest otherwise. For example, the
media frequently reports malfeasance in neofamilial hiring practices across
the entire spectrum of society.? Labor unions have employed illicit methods
to give priority to family members in hiring new workers and reclassifying
them as regular workers." Several financial institutions were reported for re-
cruiting based on neofamilial influence. University professors have been
known to give better grades to their own children in classes. In a 2020 scandal
involving the minister of justice, he and his wife were convicted of having
forged citations for their daughter, a high school student, and fraudulently
attributing first authorship to their child for a scientific journal article in order
to improve prospects for college admissions."

All of these cases speak volumes about the persistence of neofamilism in
a new environment and demonstrate that the institutional backgrounds for
neofamilism have changed. In the original form of neofamilism, the state was
the main institution in charge of economic incentives, and thus access to such
incentives was crucial. However, since the introduction of market principles
in the economy and the increasing importance of laws and regulations, neo-
familial practice is primarily employed to reduce uncertainty caused by
market operations. The continuity of neofamilial practice to avoid the open
competition accompanying the shift in institutional contexts can be charac-
terized as type Il neofamilism, distinct from the original form of neofamilism
(type I). Perhaps for this reason, a survey from 2015 of people in their 20s to
40s on the prospects of neofamilism’s persistence showed a similar response

to a 20006 survey of people in their 6os and beyond.”
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The conflicting evidence on the persistence of neofamilism speaks to the
transitional nature of Korean society: even under market conditions, neo-
familism is alive and well despite counterfactors such as globalization, the
weakening of the conservative party, and the welfare system. A closer look at
the sources of change is necessary to understand why neofamilism persists.
To start, institutional reforms in the aftermath of the financial crisis were
initially adopted with little resistance. As time progressed, embedded institu-
tions began to show resistance, resulting in uneven change and intersectoral
gaps in finance, labor relations, and corporate governance systems.” This
situation gave rise to clashes between institutions and eventually the ascen-
dance of embedded institutions, exemplified by the system of having outside
board members on the board of directors and succession patterns in chaebols.
Economic institutions are currently in the process of searching for a market
system with a distinctly Korean flavor, an equilibrium between Korean em-
beddedness and hurried importation of imr-prescribed institutions.

In politics, the impeachment of President Park Geun-hye and political
defeat of the conservative Saenuri Party marked an important change in re-
gionalism in Korean politics. Political regionalism has not disappeared com-
pletely, as clearly indicated in the results of the April 2020 general election.
Korean politics has long been suffering from the disconnect between political
parties and the general population. Regionalism underpins this disjuncture:
political parties have relied on regionalism for elections and have been un-
responsive to the general public. Korean society is in a confusing situation in
which the political parties and general public continues to lack connection
while regionalism lingers.

Similar observations can be made about civil society. As mentioned in
chapter s, civil society has grown remarkably with the unfolding of democ-
ratization, but the increase in sheer numbers does not mean the flourishing
of civic-mindedness; the bulk of the increase in civil organizations was based
on neofamilism. One study found that 50% of participation in civic organi-
zations occurred in those based on school, blood, and regional ties, with the
rest in leisure and religious organizations (10% and 15%, respectively). The
participation in civil organizations, interest groups, and political organizations
had previously been less than 10% (9.8% in 1999, 5.5% in 2003, and 7.1% in
20006).1
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High participation rates in neofamilial organizations illustrate the neofa-
milial ethos and perspective. The neofamilial ethos is characterized by ex-
clusivity, a sense of closed boundaries, intolerance to outsiders, and most
importantly a poorly developed conception of a society beyond a narrowly
defined small community. Thus, neofamilism can explain the lack of suffi-
cient analytical attention to public space in much literature on Korean civil
society and civic organizations. Under such circumstances, civic organiza-
tions without citizens can be easily transformed into self-serving politicized
advocacy groups with a narrow base for compromise. Neofamilism thus ex-
plains the gap between a rather active political democracy and weak social
democracy. Such poorly developed social democracy leaves room for regional
political parties to further weaken political institutionalization in the Hun-
tingtonian sense.

The emergence of multiple, disconnected civic organizations in Korea is
quite analogous to Weimar society in Germany. Weimar society was notori-
ous for its proliferating civic organizations that lacked both horizontal and
vertical linkages.” Germans resided in their social organizations to deal with
anxiety and uncertainty. These numerous civic organizations were not linked
to political parties, which were highly fragmented and weakly developed.

Neofamilism appears to be both persisting and declining, depending on
where one looks; Korean people and society seek comfort in neofamilial
settings amid present uncertainty from the ongoing development of market
principles in the economy and the seemingly irreconcilable contrast between
the formal legal system and a highly volatile political party system. At the
same time, a highly globalized economy, signs of breakdown of regionalism,
and burgeoning changes in authority relations seemingly challenge neo-
familism’s endurance.

Overall, Korean society is largely in a state of split, schizophrenic flux,
observed for example in cycles of reactive surges against national crisis fol-
lowed by a return to normalcy. Candlelight demonstrations illustrate this
phenomenon. This particular form of protest has occurred in times of crisis—
such as the protests against the importation of beef tainted with mad cow
disease, which resulted in the ousting of a president who was found to have
abused and mismanaged state power—and could be considered a strong sign
of healthy civil society. However, Korean society, after massive response to
the national crisis caused by state mismanagement and the initial positive
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results of the management of the covip-19 pandemic, devolved back to the
original practice of lack of compromise and civility. This atavistic dynamic
between two extreme positions can be regarded as reflecting anxiety shared
by Korean people, a psychological vacuum formed by the lack of an identity
base and set of survival strategies to replace weakening neofamilial ties. Crit-
ical situations on a national scale tend to induce the collective expression of
this anxiety, while amplifying the fact that there are few other outlets to chan-
nel these thoughts and feelings. Thus, vitriolic, hostile expressions on social
media should not be viewed as indicative of a highly activated or mature civil
society, as most of them betray that they are not ready for discourse or

compromise.'

Korean society and politics have undergone a prolonged transition: progres-
sives and conservatives are in search of an alternative to regionalism but have
yet to find one, and meanwhile they are losing support from the general popu-
lation. It seems there may be a middle ground emerging in Korean politics.
The process will be one in which imported democracy from the West trans-
forms into a democracy infused with Korean tradition.” Similarly, Korean
economic institutions and operations will continue to incorporate Korean
embeddedness. Korean society is finding ways to build institutions, whether
democratic or capitalist, that are socially compatible and culturally legiti-
mate. The Western democracy imported from and imposed by the United
States in the mid-20th century coexisted with Korean-style late industrializa-
tion, which was implemented with non-democratic elements. The challenge
now is to overcome non-democratic legacies embedded in Korean society
during industrialization and to strike a balance between individualism and
collectivism. Only when Korea reaches such milestones will neofamilism
cease to persist.
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74. Sunhyuk Kim, Politics of Democratization, g7.

75. Hagen Koo, Korean Workers, 8. The activist's name was Bang Yongsok,
the president of the Wonpoong Textile union. Students, according to him, were
apt to engage in a kind of “political adventurism” at the risk of destroying unions.

76. Yu Simin, interview. Also, according to other data, as of February 2003, 43
(16%) of the 273 members of the National Assembly were arrested for their politi-
cal activities (anti-regime opposition), and when labor activists and anti-poverty
movement activists are added, 70 members of the National Assembly had experi-
ences in political struggles in the past. Choson Ilbo [ Choson daily], “Undonggwon
pyonhyok.”

77. Generation 386 refers to the cohort who were in their thirties (3), entered
college in the 1980s (8), and were born in the 1960s (6).

78. Whang Seongjoon, “Sonyondae undonggwon.”

79. On the gap that arises between masses and political activists, Yi Sinhaeing’s
remarks are suggestive: “intellectual movements by college students and religious
leaders do not reflect the whole picture of Korean society. They reflect some sec-
tors of the society which are receptive to the movements. Therefore, it is my view
that civic and social movements do not represent our whole society or are the
manifestation of legitimacy of the whole society.” Yi Sinhaeing, “Han’guk simin
sahoe,” 42.

8o. Chong Sunmi, Hanguk haengjong kaehydk. For examples, revelations of
political scandals such as the expensive dress lobby scandal, Lee Yongho gate,
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Jung Hyunjoon gate, Chin Seunghyun gate, Yoon Taeshik gate, Choi Kyuson
gate, the military service evasion scandal, and the special allotment of apartment
scandal.

81. Calculated based on Kim Hyonu, Hanguk chongdang.

82. Max Weber, Social and Economic Organization, 329-41. The dynamics of
Korea’s strong state has been treated elsewhere; see Ha Yongch'ul, Hubal sandphwa.

83. Yi Pydnggon, “Han’guk sahoe,” 215.

84. Some examples are the inability to decide on a nuclear waste site, the
second mobile communication system development decisions, decisions on
the entry of Samsung Motors, contflict between herbal medicine specialists and
pharmacists, and chaos surrounding the separation between prescription and
dispensation of drugs. Thus, the weakened role of the state further exacerbated
the politicization process of civic organizations. See Ha Yongch'ul, “Pogon
chongch’aek”; and Ha Yongch'ul, Hubal sandphwa.

6. DAILY PRACTICE OF NEOFAMILISM

1. Survey questions were prepared by the author and the survey was conducted
by Han’guk Risdch’i (Korea Research) in Seoul, Korea, on April g, 2015. The size of
the sample (N =100) is not large enough to be representative of the entire Korean
society, but as it was selected based on particular age brackets (those in their 6os
and 7os, as they were active during the peak of industrialization), region, educa-
tion, and gender, it secured a high level of typicality about Korean society. See
John Gerring, Social Science Methodology, 96-97; and Malcolm Williams, Mak-
ing Sense. As Layna Mosely points out, although it isn’t representative in the statis-
tical sense, the sample is diverse and informative on the variables that matter to the
present analysis. Layna Mosley, Interview Research. In addition to the 2015 survey,
surveys on 44 people were randomly done by the author over a period of three
years, from 2004 to 2007. The goal was not to secure systematic patterns of neo-
familial attitudes and behaviors, but to identify various behavioral manifestations
of neofamilism in daily life for the purpose of illustration.

2. Among 36 who said the ties were not that relevant, either co-workers (38.8%)
without the ties or neighbors (33.3%) were mentioned as the important source of
social interactions. In terms of limits of neofamilial ties, the results from 44 ran-
domly selected people indicate that 37% could ask for help only from those who
are directly connected through neofamilial ties, while 56% felt they could do so
with the acquaintances of the directly connected. See Ha Yongch'ul, Hubal
sandphwa. On the range of trust in the case of Italy, see Jeremy Boissevain, “Place

of Non-Groups.”
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3. See note 1. The survey question asks, “To what extent do you think familial
ties, school ties, and regional ties affected economic behaviors during the 1960s
and 1970s?”

4. On: “Do you think the rapid democratization since 1987 has changed
human relations based on blood, regional, and school ties?” O12: “What do you
think of the degree of conflicts among different economic strata during the
democratization?”

5. The following statements are from the random surveys and the 2015 survey,
as introduced in note 1.

6. On the top leader’s focus on export goals, see Ha Yongch’ul, Hubal sandp-
hwa, 156-57.

7. Quotations are from the surveys of 44 people.

8. Quotations are from the surveys of 44 people.

9. The author conducted in-depth interviews in 1999 and 2015 with 10 people of
different professions; out of the 10 cases, four are selected here, reflecting different
career patterns, to demonstrate the relationship between career development and
neofamilial ties.

10. Interview by the author, January 8, 201s.

11. Interview by the author, October 31, 2015.

12. Interview by the author, November 24, 1999.

13. Interview by the author, January 26, 2015.

7. THE 1997 FINANCIAL CRISIS

1. Donald Kirk, Korean Crisis; Robert F. Emery, Korean Economic Reform;
Brian Bridges, Korea after the Crash; Robert Wade, “Gestalt Shift”; Ha-Joon
Chang, “Korea”; Stephan Haggard, Political Economy; and Kyu-Sung Lee, Korean
Financial Crisis.

2. Jiho Jang, “Economic Crisis”; Tran Van Hoa, Social Impact; and Song
Puyong, “IMF ch’eje.”

3. The interest rate was raised in order to stabilize the won. The overnight call
rate rose from 12.15% on December 1, 1997, to 31.32% on December 31, 1997. Young
Baek Choi, “On Financial Crisis,” 487.

4. Soul Kydngje Sinmun [Seoul Economic Daily], October 21, 1998.

5. Kyu-Sung Lee, Korean Financial Crisis, 26.

6. Jiho Jang, “Economic Crisis,” 54. Note the percentage change over the same
month of last year, cited in Jiho Jang, “Economic Crisis,” ss.

7. National Statistical Office, in Jiho Jang, “Economic Crisis,” 56.

8. Nam Unydng, “Oehwan wigi,” 73.
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9. Pack China, “Kyongje wigi,” 32.

10. Paek China, “Kyongje wigi,” 32.

11. Mun Hydngjin, “Ochwan wigi ihu,” 93.

12. Mun Hyongjin, “Oehwan wigi ihu,” 98-99.

13. Im Insuk, Sirdp kwa kajok, cited in Pack China, “Kyongje wigi,” 37.

14. Jiho Jang, “E.conomic Crisis,” 59.

15. Pack Chin, “Kyongje wigi,” 38.

16. Ham Inhui, “Sahoe kyongjejok wigi,” 553.

17. Yi Chuhong, “Han’guk sahoe tii ihonyul,” 116.

18. Chong Chinsung, “Kydngje wigi,” 109.

19. Chdng Chinsung, “Kydngje wigi,” 109.

20. Kim Unmi and Yi Soni, “Kosirdp sidae tii kajok”; An Pyongch’sl, “Sirp kwa
kajok”; Chang Hyekyong and Kim Yongnan, “IMF wa kajok munje”; and Pack
China, “Kydngje wigi.”

21. Chdng Chinsung, “Kydngje wigi,” 109.

22. Ham Inhtii, “Sahoe kyongjejok wigi,” 538.

23. The reduction of debt ratios was part of the agreement between President
Kim Dae Jung and the chaebols on January 13, 1998.

24. Yang Tongsok, “Saoe isa chedo,” 253; and Peter M. Beck, “Revitalizing
Korea’s Chaebol,” 1028.

25. Yang Tongsdk, “Saoe isa chedo,” 254; and Yang Chongmin, “Net' awok’t
punsok.”

26. Yi Kisu, “Saoe isa chedo tii kanghwa,” 77.

27. Yang Tongsok, “Saoe isa chedo,” 264.

28. Yi Sujdng, “Saoe isa i tongnipsong,” 10-20; and Yi Kisu, “Saoe isa chedo ti
kanghwa,” 79.

29. Son Hydk and Chong Chaegyong, “Saoe isa ntin ch’oego”; and So Chongil,
Yi Kyonghwan, and Yun Sungnam, “Sin’gyu isa immyong.”

30. Moni Tudei, “Kyongydngjin e kildirygjin isahoe.”

31. Heroldii Kydngje [Herald economy|, April 21, 2014.

32. Kim Hydngon, “Sahoe isanimdil, annydng hasimnikka?,” 1.

33. Ha Yongch'ul, “Oehwan wigi,” 216; and Joongi Kim, “Next Stage,” 17. One
study observes that companies adopted the outside director system and elected
even greater numbers of outside directors than required by law, while outside direc-
tors still do not perform their functions properly. The authors argue that this is an
indication that companies do not comply with the original intentions of the outside
director system; instead, they changed the system to meet their purpose. Yi Kyong-
muk and O Chonghyang, “Saoe isa i ch’ogwa,” 1229.

34. Kim Chin, Sangsokse mit chiingydse.
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35. Song Kich’ol, “Taegiop i kyongyongja.”

36. Pusan Ilbo [Pusan daily], August 21, 2015.

37. CEO Siikoddeili [CEO Score Daily], November 30, 2001.

38. Ha Yongch'ul, “Oehwan wigi,” 214.

39. Ha Yongch'ul, “Ochwan wigi,” 213. Indirect intervention involves going
through a formal procedure, such as holding a personnel committee meeting,
but a subtle message on the regime’s preference is conveyed to the committee.

40. The pervasive perception that the state influence over financial institutions
on personnel and lending policies persists is in contrast to the government view
that Korean financial institutions are autonomous in the two areas. Kim Jong
Chang, chairman, Korean Financial Supervisory Board, interview by the author,
July 8, 2008.

41. Ha Yongch'ul, “Ocehwan wigi,” 213.

42. An interesting and important change in lending practice at the micro level
was the renewal and expansion of the bank credit review system. For business, a
basic information system regarding the nature of business and its prospects was
established to review requests for loans. For individuals, a new credit scoring sys-
tem was introduced to evaluate individuals” loan limit. In the past, whether the
loans were made out for personal use or for businesses, the judgment of the person
in charge carried weight, but since the financial crisis, credit is determined by the
system rather than by personal judgment. Credit reviews prior to the crisis fre-
quently varied from one branch of the bank to another. This would have serious
consequences for neofamilism in that prior to the crisis, companies or individuals
could go to another branch or bank officials in the event that they could not get
satisfactory decisions on their loan applications. That is, they could mobilize neo-
familial ties before applying for loans or when they were rejected for prior loan
applications. Banking was also more individualized: after the crisis, banks no longer
approached individual credit within the context of the entire family but treated
each member on his or her own. Lee Young Jin, Shinhan Bank, interview by the
author, July 15, 2008.

43. Cho Songjae, “Chojik kwa pun’gyu,” 19.

44. Note that the basic political rights for organizers pertained to enhanced
latitude to engage in union organizing, political activity, and so on; thus, it was
good for labor organizers, whereas average workers suffered from the economic
crisis, such as greater vulnerability to layoffs.

45. Yi Chongson, “IMF kyongje wigi,” 198-99.

46. Hyo-Soo Lee, “Paternalistic Human Resource Practices,” 841.

47. Hyo-Soo Lee, “Paternalistic Human Resource Practices,” 842.

48. Sky Daily, “Taegiop punsok.”
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49. Wi P’yéngnyang, “Chaebal ro tii kyongje chipchung,” 12.

50. Wi P’yongnyang, “Chaebdl ro ti kyongje chipchung,” 13.

s51. Hangydre, “3otae chaebdl naebu korae.”

52. Yonhap News, “Chuyo chaebolgtirup.”

53. Yi Chachyong, “Tae-chung-so kiop,” 4.

54. Sin Kwangsik, Chaebol kaehyok, 44.

55. Wi P’yongnyang, “Chaebdl ro i kyongje chipchung,” 19.

56. Peter M. Beck, “Revitalizing Korea’s Chaebol,” 1021.

57. Ch’oe Chongp’yo, “Ochwan wigi chikhu,” 62-63.

58. Yonhap News, “Soul Kyot'onggongsa.” Seoul City Transportation Corpora-
tion changed the status of 1,285 employees who were on indefinite contract to
regular worker status. It turned out that 108 out of 1,285 had family ties to current
employees of the corporation, including sons and daughters (31), brothers and
sisters (22), uncles (15), and spouses (12).

509. Soul Kyongje Sinmun [Seoul economic daily], January 13, 2019.

CONCLUSION

1. David Beetham, “Conditions.”

2. J. David Singer and Melvin Small, “Composition and Status Ordering”; Ben-
jamin de Carvalho and Iver B. Neumann, Small State Status Seeking; and Jonathan
Renshon, Fighting for Status.

3. Hyeong-Ki Kwon, “Asian Financial Crisis”; Hyun-Chin Lim and Jin-Ho
Jang, “Between Neoliberalism and Democracy”; Kyung Mi Kim, Korean Develop-
mental State; Robert Wade, “Globalization”; and Linda Weiss, “Developmental
States.”

4. The proportion of social welfare in GDP has shown considerable growth for
the past 20 years: 6.4% in 2005, 8.4% in 2008, 10.5% in 2015, and 15.6% in 2020. And
the budgetary weight of social welfare in the national budget also has changed:
24.2% in 2005, 25.2% in 2000, 25.9% in 2007, 26.2% in 2009, 27.7% in 2010, 29.9% in
2014, and 33.7% in 2018. Hangydre, “Pokchi-Kyoyuk-Kukpang”; Chamydydndae,
“2019nyon pogdnbokchi”; and KOSIS [Korean Statistical Information Service],
“Sahoebokchi jich'ul” [Social welfare expenditure], February 28, 2022, https://
kosis.kr/index/index.do.

5. Kim Tuydl, Kyongje songjang.

6. T onggyech’ong, Hanguk sahoe tonghyang 2008, 294-95.

7. For many Koreans, the name Kim Young-ran did not hold special meaning
until it became associated with a new controversial law. Initiated by former

judge Kim Young-ran, the so-called Kim Young-ran Law—a severe, far-reaching
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anti-corruption law—took effect on September 28, 2016. Under the law’s terms, a
public official or even schoolteacher could face criminal charges for accepting a
bribe worth more than one million won. The public reaction is mixed. Some wel-
come the law as a catalyst to eradicate corruption. Others question the impartiality
of the law. Ciritics believe that the broad scope of the law enables authorities to
abuse it. This is because of the possibility for arbitrary application of the law, due
to the seemingly fine line between bribes and simple favors. It is yet to be seen
whether the enactment of the law will be the starting point toward a more trans-
parent society or will exacerbate litigiousness and contentiousness.

8. Choson Ilbo [ Choson daily], January 27, 2020.

9. See Hangyore, April 11, 2018, on various kinds of illegal practice of hiring
in the government. The report says there were 2,311 cases of violations in hiring in
various public agencies between 2013 and 2017.

10. Chungang Ilbo [ Chungang daily], September 10, 2019.

11. Choson Ilbo [ Choson daily|, December 23, 2020.

12. See chapter 7.

13. As analyzed in chapter 7, chaebol reforms advanced more in the field of
finance but were slow to change in terms of corporate governance, which reflects
tenacity in regard to neofamilism.

14. Song Hogtin, “Kongnonjang”; see Jennifer S. Oh, “Strong State.”

15. Sheri Berman, “Civil Society,” 414.

16. Song Hogtin, “Kongnonjang”; and Tracii Ryan et al., “How Social Are Social
Media?”

17. On the social, cultural, and institutional consequences of the compressed
modernity of South Korea, see Kyung-Sup Chang, Logic of Compressed
Modernity.
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South Korea’s rapid industrialization occurred with the rise of powerful chaebdl (family-
owned business conglomerates) that controlled vast swaths of the nation’s economy.
Late Industrialization, Tradition, and Social Change in South Korea considers how a
country can progress economically while relying on traditional social structures that
usually fragment political and economic vitality.

Drawing on interviews with bureaucrats in the Ministry of Commerce and Industry
as well as workers and others, Yong-Chool Ha demonstrates how the state propelled
industrialization by using kinship networks to channel investments and capital into
chaebdl corporations. What Ha calls “neofamilism” was the central force behind South
Korea’s economic transformation as the state used preindustrial social patterns to facili-
tate industrialization. His account of bureaucracy, democratization, and the middle class

challenges assumptions about the universal outcomes of industrialization.

“A must-read for anyone who wants to understand the social dynamics of the state and
business in South Korea.”—Uk Heo, coauthor of The Evolution of the South Korea-
United States Alliance

“This brilliant study of familial and local ties as the central constituent of state-business-
society relations will be enlightening for anyone interested in development, democra-
tization, and postcolonial politics. It makes a landmark contribution to the comparative
studies of industrialization and its spatiotemporal unevenness.” —Hyun Ok Park, author

of The Capitalist Unconscious: From Korean Unification to Transnational Korea

“Analyzes how neofamilism was forged out of the crucible of colonialism and late-indus-
trialization and how this amalgam of regional, kinship, and school ties has underpinned
Korean democratization and state-business relations.” —Christopher Ansell, author of
The Protected State
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