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The U.S. r o l e  i n  Korea's development has o f t e n  been presented i n  glowing 
terns. Y e t  t he  fac tua l  base f o r  t h a t  praiee  has  been espec ia l ly  t h i n  
considering the  importance of the  case. It is only recent ly  t ha t  a f u l l  
analysis  of Korean development has been ava i lab le  and that the  r o l e  of U.S. 
assis tance h s  been s e t  i n  c r i t i c a l  perspective. With ins igh t  and s t roag 
f i nanc i a l  support, h.I.D.'s Bureau f o r  Asia commlsaiorced a major study by both 
the  Korea Development I n s t i t u t e  and the  Harvard I n s t i t u t e  f o r  Internat ional  
Development . 

To a s s i s t  A.I.D. i n  considering t h a t  study and c o w t r y  development s tud ies  
more generally,  the  Office of Evaluation requested David I. Steinberg t o  draw 
on t h i s  long and dist inguished baclrgvound as a Korea expert ,  t o  r e f l e c t  on the  
study and his own experience in .  Korea. I n  this paper Mr. Steinberg doee t h a t  
i n  a lucid  and graceful  way which briags par t i cu la r  force  t o  h i a  conclusions. 

It is a grea t  pleasure t o  present t h i s  paper. 

Aarociate h u i n t a n t  Adminietrator 
f o r  Evaluation 
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key money. a system sf rent  that  usually - 

involvee initial payment, by the renter 
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years rent ,  a t  the end of which those 
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rural gentry, whose s ta tus  is gradually 
reduced. 
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gantry; a c lass  demilplation under the 
Y i  Dynaaty. 

Exchatnge .Rates: In June 1981 won 685 equalled U.S. $1.00. 



I. INTRODUCTION 

The overa l l  ecoaomic performance of the Republic of Korea s ince  1963 
i s  widely regarded as one of tbe  most remarkable success s t o r i e s  of economic 
growth in a l l  the  less developed nations of t he  world i n  the  post-World War 
I1 period. Of a l l  the  non-petroleum exporting countries,  only the  other 
S i n w c m t r i c  soc i e t i e s  of Taiwan and Singapore have equaled her record, 
one t h a t  is even more remarkable because of t he  vas t  destruction 3.n t h a t  
country during the Korean W a r .  

So- comparative perspective on this achievement is necessary. Accord- 
ing t o  IBRD sfrces, Korea's annual growth rate averaged 6.9 perceot from 
1960 t o  1978- These f i r s t  few yeare were discouraging. Even so,  over 
t he  same period Burma's annual g ro~;h  r a t e  was 1.0 percent, India's 1.4 
percent, Pakistan's 2.8 percent, Indonesia's 4.1 percent, and the  Pnil ippines '  
2.6 percent. Industry grew i n  Korea annually at about 17 percent, while 
India's growth rate was about 5 percent, Thailand's 11 percent, and the 
Philippines' 7 percent. Manufacturing expansion averaged about 17.5 per- 
cent over the  same period i n  Korea, but only 4.7 percent i n  India, 11 percent 
i n  Thailand and 6.8 percent i n  the Philippines. Exports showed similar 
trends. 

Increasing d i ssa t i s fac t ion  with the general pace and progress of 
development worldwide coincided v i t h  t h e  spur t  i n  Korean growth. A 
rethinking of development p r i o r i t i e s  evolved from the real izat ion of 
growing food d e f i c i t s  i n  par ts  of the world, the awareness tha t  the  
"Green Revolution'' was benef i t t ing the wealthier i n  some soc ie t ies  and 
a fear  tnat even modest progress did not reach down t o  the poorer 
elements of the population i n  most nations. This reassessment found 
expression i n  the Foreign Assistance Act of 1973 that  shif ted the  
p r i o r i t i e s  and focus of AID programs. This affected the development 
programs and po l ic ies  of other nations and the mul t i l a te ra l  banks a s  well. 

The "New Directions," o r  t h e  "Congressional Miindate," a s  the 1973 Act 
became known, forced a refo~mation of development programs, placing p r io r1  t y  
on easistance t o  the r u r a l  poor. Related t o  Korea, it contained o number 
of anomalies. Dewelopmc?t theory and project  design a s  practiced by AID 
based on the  "New Directions" s t i pu l a t e  t h a t  nat ional  economic growth w i l l  
be f a r  more l ike ly  i f  it is  induced from the  agr icu l tu ra l  sector. Yet 
Korean growth was sparked and sustained by an intensive export-promotion 
drive,  while the r u r a l  sector  lagged f a r  behind u n t i l  the 1970s. 

I 

Development theory today c a l l s  for government decentralization and 
- *yeater loca l  l eve l  involvement and par: t i c ipa t i on  i n  devalopment project  

planning, but Korea is one of the  most highly centralized and l e a s t  par- 
t i c ipa tory  oocietiea among the non-socialist s t a t e s .  The Act c a l l s  fo r  

L'World Bank, World Developrnt B ta t i a t i c s  1981 (Washington, D .C. , 1981). 



the  growth of p r iva te  en te rpr i se  and cooperatives, but  Korea has a greater  
share  of industry i n  the  publ ic  sec tor  than many soc i e t i e s ,  such a s  India,  
t h a t  have c l ea r  s o c i a l i s t  g a d s ;  the  cooperative movement i n  Korea is  
government-controlled and functions a s  a fom. of r u r a l  mass mobilization. 
AID l eg i s l a t i on  emphasizes t he  equitable d i s t r i bu t i on  of goods and services ,  
but  Korea fo r  almost 20 years paid l i t t l e  a t t en t i on  t o  the  r u r a l  sector-- 
t he  majority of the  population a t  t h a t  time. Maklng up fo r  pas t  neglect ,  
f o r  a shor t  period Korea v i r t u a l l y  equalized standards of l i v ing  between 
the  urban i ndus t r i a l  and r u r a l  farm workers, i f  not  between t he  urban and 
r u r a l  populations more broadly interpreted.  

The 1973 Foreign Assistance Act stresses the  importance of the  r o l e  
of women, but they have e s sen t i a l l y  been ignored i n  Korea except a s  low- 
cos t  l i g h t  i ndus t r i a l  labor receiving wages t h a t  c l ea r ly  a r e  discriminatory. 
Free labor unions are advocated, yet  those i n  Korea a r e  government-controlled; 
human r i g h t s  a re  s t ressed,  but they e s sen t i a l l y  have been ignored in  Korea. 
Further, AID of ten  designs programs a s  i f  r ec ip ien t  nat ional  p o l i t i c a l  
considerations were i r re levan t  o r  d id  not e x i s t ,  yet  such c r i t i c a l  consid- 
e r a t i o n s  i n  Korea have profoundly Influenced the pace of development and 
t he  d i s t r i bu t i on  of its f r u i t s .  Thus, whether nations today could emulate 
a Korean model with U.S. ass is tance is questionable. 

Not only has the U.S. l eg i s la t ion  changed s ince  Korean growth in- 
creased jn pace beginning about 1965, but the world s i t ua t i on  has substan- 
t i a l l y  a l t e red  a s  well. Greater protectionism, a worldwide recession, 
expanded export manufacturing po ten t ia l  i n  some developing nations,  and a 
two-tiered increase i n  o i l  p r ices  i n  1973 and 1978 ( ra is ing the cos t s  of 
production of i ndus t r i a l  products and production of food through heightened 
energy, f e r t i l i z e r ,  and pes t i c ide  prices)  have made development po l i c i e s  
more complex. Thus, there  is a highly important contras t  between the  
s i t ua t i on  today and the  Korean experience, and t h i s  may a l so  modify the 
relevancy of what Korea has done. 

These anomalies ohould be examined t o  determine t he i r  relevance t o  
the  pace and progress of Korean growth and, more broadly, for  development 
i n  general. Same of the  questions t ha t  might be asked of the  Korean growth 
process include: 

-- Is the Korean experience e u i  generis  o r  generic? 

-- Is current  development theory a s  practiced by \ID out of s t ep  
with the  experience of those few soc i e t i e s  t h a t  have achieved 
self-sustained growth? 

-- To what extent  was the  massive growth i n  Korea a product of the  
"hard socie t ies"  ( t o  use a phrase popularized by Gunnar Myrdal and 
used i n  the Haantard s tudies)  of the  Sino-centric sphere? 

-- To what extent  did Confucianism, long considered a deterrent  t o  
development i n  both Korea and China but now regarded i n  the 
s tud ies  as pos i t ive  i n  some of i t s  aspects ,  a relevant fac to r?  



What r o l e  did  the  consequences of the  Japanese colonia l  perfod 
(1910-1945),or the  normalization of r e l a t i ons  with Japan (1965) 
play i n  the  process,and were they unique elements i n  its success? 

How for tui tous  o r  important was the  timing of Korea's export 
dr ive  i n  terms of the world economy? 

Did AID make a s ign i f ican t  contribution t o  Korean development 
commensurate with the magnitude of t he  funds provided? 

Was U.S. technical  ass is tance r e a l i s t i c  o r  useful  and, i f  so,  
i n  what f i e lds?  

Would the  Koreans have achieved t h i s  success without t h ~  United 
S t a t e s  support? 

Who benefi t ted from Korean development and t o  what degree? 

Conversely, who paid fo r  its growth i n  the ea r ly  s tages  of 
economic progress? 

What ro l e ,  i f  any, d id  confrontation with North Korea play i n  
the process of South Korean growth? 

In  l i g h t  of the  current  world economy, could Korea's progress 
economically be repl icated,  and could Korea's export posi t ion 
today be a re tarding fac tor  on s imilar  attempts i n  other countries? 

Final ly ,  what lessons can we ex t r ac t  from the  Korean experience 
t o  apply t o  present and future  b i l a t e r a l  and mu l t i l a t e r a l  pro- 
grams? 

The search for  universally applicable solut ions  t o  the developmect 
problems of the th i rd  and fourth world nations has been a constant pursui t  
of in ternat ional  donors, both multinational  and b i l a t e r a l .  Such solutions,  
i f  they e x i s t ,  from the vantage point  of the donors would not  only solve 
developmental dilemmas, but would simplify administrat ive and personnel 
systems, f o s t e r  a constant flow of development resolcices, and support the 
ra ther  s imp l i s t i c  r he to r i c  on which donor organizations r e l y  t o  r a i s e  
funds from t h e i r  respective g o v e r m n t s .  Thus, the  quest f o r  ariswers 
turns  both t o  a search for  nat ional  examples a s  wel l  a s  individual  project  
mode 1s. 

There a re  few such generally accepted examples of successful  na t iona l  
development, however defined. The Korean case was extraordinary, involving 
an increase i n  per capi ta  income from $100 t o  $1500 per year over approxi- 
mately a generation. 1.t i s  a pa r t i cu l a r l y  tempting model, e spec ia l ly  fo r  
development spec i a l i s t s  i n  the  United S ta tes ,  for  without U.S. mi l i t a ry  and 
economic support, the Republic of Korea would not e x i s t .  

The process of Korean growth is unusually complex. There seem t o  be 
unique features  of the Korean c u l t u r a l  and h i s t o r i c a l  her i tage t ha t  have 
both pos i t ive ly  and negatively affected growth. The Japanese colonia l  
experience, however painful  and t r ag i c ,  provided Korea with a modest base 



of  both t r a ined  manpower and i n f r a s t r u c t u r e  t h a t  was s u b s t a n t i a l l y  d i f f e r -  
e n t  from and b e t t e r  than many o the r  na t ions ,  e spec ia l ly  those i n  Africa. 
The American m i l i t a r y  o c ~ x p a t i o n  produced s i g n i f i c a n t  changes and the  
Korean war had a profound e f f e c t  on t h e  l i v e s  of  its c i t i z e n s  and on the  
economy. The United S t a t e s '  presence i n  Korea, both economic and m i l i t a r y ,  
i n  the  decade following the  war was remarkable.for its pervasiveness--a 
f a r  d i f f e r e n t  s i t u a t i o n  than the  modest cont r ibut ion  of  U.S. economic 
support i n  almost a l l  na t ions  i n  which t h e  fore ign ass i s t ance  program now 
operates.  Un t i l  1975, the  United S t a t e s  provided about $13 b i l l i o n  i n  
both m i l i t a r y  and economic ass i s t ance  t o  Korea. Aside from I s r a e l  and 
South Vietnam, it has been the  l a r g e s t  U.S. foreign ass i s t ance  program per  
c a p i t a ,  and f o r  almost two decades t h e  U.S. was the  major support t o  t h a t  
goverment and economy. 

To chronicle t h i s  change and t o  l e a r n  from t h i s  experience, i n  1975 
AID provided $460,000 fo r  a j o i n t  s tudy by Harvard Universi ty (The Harvard 
I n s t i t u t e  f o r  In te rna t iona l  Development) and the  Korea Development I n s t i -  
t u t e  (KDI) t o  explore both the process o f  economic change and the  American 
contr ibut ion  t o  it. Natural ly,  the  Koreans were more i n t e r e s t e d  i n  the  
former, AID i n  the  l a t t e r .  The f i r s t  seven volumes have now been published, 
and one more is i n  processQ/ 

To acquaint  s t a f f  with the  s t u d i e s ,  AID he ld  a one-day meeting on 
t h e  r e s u l t s  of  these  s t u d i e s  on Apr i l  24, 1981. Four of the  authors ,  
Drs. Edward Mason, David Cole, and Dwight Perkins of Harvard Universi ty,  
and Kwang-suk K i m  of t h e  Korea Development I n s t i t u t e ,  were a b l e  t o  a t tend.  
To summarize the  d iscuss ions  of the  ofie-day panel  on Korean development 
would be a r a p p o r t o r i a l  t a s k  of  only l imi ted  usefulness,  f o r  it would do 
l i t t l e  j u s t i c e  t o  t h e  wealth of  d a t a  i n  t h e  seven p b l i s h e d  volumes and 
t h e  complexity of the  arguments. It would a l s o  ignore marry of  t h e  q~ .s- 
t i o n s  t h a t  might be r a i s e d  about these  s t u d i e s ,  and the concept of  doing 
country s t u d i e s  i t s e l f .  Y e t  much of  chat  discussion adds t o  a n  understand- 
ing  of t h e  volumes, and Rome of t h e  remarks were espec ia l ly  p e r t i n e n t  and 
new. They should not be l o s t .  S imi lar ly ,  simply summarizing t h e  volumes 

2 ' ~  complete l i s t i n g  of the  Harvard S tud ies  on Korea can be found i n  t h e  
bibliography. Special ized s t u d i e s  on Korea abound and have become some- 
th ing of a growth indust ry  themselves. Irma Adelman and Sherman Robinson 
havo d e a l t  with income d i s t r i b u t i o n ,  Ronald Aqua with l o c a l  i n s t i t u t i o n s  
and r u r a l  development, Gi lbe r t  Brown wi th  p r i c ing  p o l i c i e s ,  Larry Westphal 
with i n d u s t r i a l  pol icy  and fore ign t r ade ,  t o  mention a few. Perhaps the  
most comprehensive economic growth study is t h a t  by Paul Kuznets, and i f  
one study were t o  be adopted as a graduate l e v e l  t e x t ,  Kuznets' work has  
much t o  recommend it. The Universi ty Press  of  Hawaii has  now published 
four separa te  specia l ized  c o l l e c t i o n s  of s t u d i e s  by the  s t a f f  o f  t h e  
Korea Development I n s t i t u t e  (KDI). Many of these  s tud ies  are on s imi la r  
top ics  t o  those of t h e  Harvard-KDI works. They lack  a s e n s t  of cohesive- 
ness evident  i n  the  Harvard-KDI vol-s , although they conta in  much useful  
information and cover some t o p i c s  (such as heal th)  which a r e  e s s e n t i a l l y  
omitted from the  s e r i e s  under considerat ion.  A complete l i s t i n g  of these 
spec ia l i zed  s t u d i e s  a l so ,  can be found i n  the  bibliography. 



ignores t h e  panel  d iscuss ions  and leaves many ques t ions  unanswered. Thus, 
the  author has faced a dilenrma without s a t i s f a c t o r y  resolu t ion .  The r e s u l t  
is t h i s  paper, which is an i d i o q n c r a t i c  mixture e n t i t l e d  "Reflections," 
represent ing  the  author ' s  h ighly  personal  view of  t h e  s t u d i e s  and t h e  
panel  discussions.  

The purpose of  t h i s  paper i s  t o  begin t h e  process of examining t h e  
Korean experience t o  determine what AID has learned from Korean growth, 
and t h e  lessons  from t h a t  experience t h a t  might be applied t o  current  o r  
f u t u r e  AID programs and t o  t h e  ana lys i s  of  p a s t  e f f o r t s .  To do s o  requires, 
specula t ion  on many f e a t u r e s  of Korean development t h a t  may be unique t o  
t h a t  socie ty ,as  we l l  a s  on more general  a spec t s  of  growth. Th3.s paper is  
designed simply t o  begin t h e  process, not  t o  provide answers. 

This  paper poses c e r t a i n  problems, both of  organizat ion and a t t r i b u t i o n .  
For example, organiza t ional ly  the  weaving of  a panel  discus,sl.on, book con- 
c lus ions ,  and the  author 's  views. must i n  p a r t  be a r b i t r a r y .  It can follow 
n e i t h e r  t h e  volumes nor t h e  panel  and do j u s t i c e  t o  e i t h e r .  To make t h i s  
paper more germane t o  AID s t a f f ,  it is  therefore  divided i n t o  sec t ions  based 
i n  p a r t  on sub jec t s  t h a t  t h e  w r i t e r  f e e l s  a r e  important t o  AID. Some con- 
c lus ions  w i l l  no doubt be cont rovers ia l  and hawe been s t a t e d  i n  a manner t o  
raise i s s u e s  more than solve  problems. It would be, of  course, unfa i r  t o  
f a u l t  t h e  authors  fo r  omissions of analyses of  aspects  of development not  
included i n  the  o r i g i n a l  s tudy when such l i m i t a t i o n s  may have been iinposed 
by AID. Yet treatment of these  i s sues  i n  t h i s  paper could lead t o  more 
c a t h o l i c  approaches t o  fu tu re  country development s t u d i e s  should A I D  deter-  
mine t o  undertake them. 

The problem of a t t r i b u t i o n  is e q r ~ a l l y  complex. I n  s p i t e  of an  e f f o r t  
t o  sepa ra te  the  conclusions o f  individual  s t u d i e s  and panel  presenta t ions ,  
the  s t r e s s  placed by the  author of t h i s  paper must inev i t ab ly  do i n j u s t i c e  
t3 t h e  complexity of some o f  t h e  arguments. Thus, the  reader is urged t o  
consul t  t h e  individual  volumes. 

11. THE SOURCES OF KOREAN GROWTH 

The Harvard team has analyzed t h e  p r i n c i p l e  sources o f  economic 
growth under the  government of Park Chung Hee. Their  f indings ,  a s  
presented i n  panel  d iscuss ions ,  beginning from t b ~ s e  c l o s e s t  t o  the  sources 
of product ion,  include the  following: 

-- Q u a l i t a t i v e  improvements i n  c a p i t a l  formation, labor product iv i ty ,  
land use (but not  t h e  amount of land) ,  technology, the  q u a l i t y  of 
the  labor force ,  the  increase i n  t h e  average s i z e  of production 
u n i t s ,  and managerial experience; 



Policy c h a r ~ e s  t ha t  u t i l i z ed  the comparative advantage of Korea 
i n  terms of e f fec t ive  employment of a productive and l i t e r a t e  
labor force i n  an outward (internationa1)-oriented se t t ing ;  

I n s t i t u t i ona l  changes involving a capable government and pr iva te  
Fector, with strong emphasis on implementation and performance; 
and 

The charac te r i s t i cs  of Korean cu l tu re  t h a t  include both individual  
and s o c i a l  d i sc ip l ine ,  work hab i t s ,  and adaptation t o  change. 

These general f indings a r e  deta i led i n  the following sect ions  of 
t h i s  paper, and other poss ible  explanations, a s  wel l  a s  caveats, a r e  
explored. It is perhaps bes t  t o  begin with those aspects of Korea t ha t  
a r e  most spec i f i c  t o  t ha t  socie ty ,  thus reversing the  Earvard ou t l ine ,  i n  
order t o  provide a backdrop t o  the  Korean development mise-en-scine. Thus, 
the  h i s t o r i c a l  and cu l t u r a l  f a c to r s  a re  f i r s t  explored. 

111. HISTORICAL AND CULTURAL FACTORS I N  KOREAN DEVELOPMENT 

A. Cul tura l  Homogeneity 

Of a l l  the countries on the  continent of A s i a ,  Korea is the  most 
c u l t u r a l l y  and e thn ica l ly  homogeneous. This point ,  s t ressed throughout 
the  Korea Modernization Studies, is indubitably of great  importance. It 
gave Korea a comparative advantage and helped speed the  process of Korean 
growth. This homogeneity obviated the  need t o  create  a sense of nat ional  
un i ty  among disparate  groups, and such uni ty  was i n  general reinforced by 
the  perceived th rea t  from North Korea. I n  contras t  with other soc ie t i es ,  
the re  was no cecess i ty  t o  redress  previous pa t te rns  of discrimination 
against  minorit ies i f  the nation were t o  grow r e l a t i ve ly  equitably. It 
allctwed the country t o  move ahead without polficical o r  soc i a l  adjustment 
t o  the vested i n t e r e s t s  of a small e thnic  e l i t e ,  o r  a t  the  expense of 
cu l t u r a l l y  d i f fe ren t ia ted  groups. Education was able t o  pervade the 
nat ion e a s i l y  without the road blocks of separate languages or  s ignif icant-  
l y  d i f f e r en t  d i a l ec t s  (Cheju Island is something of an exception, and sou& 
provincia l  accents a t e  qukte marked). 

This r e l a t i ve  homogeneity extender beyond e thn i c i t y  t o  a cu l t u r a l  
context t ha t  can k characterized a s  e s sen t i a l l y  secular.  Religious d i f f -  
erences do e x i s t ,  but i n  Korean socie ty  re l ig ion  is more of a per ipheral ,  
r a the r  than a dominant, factor  i n  soc i a l  organization and l i f e .  It is a 
res idua l  iden t i f i ca t ion ,  not  a primary focus fo r  most. A s  the Harvard-KDI 
s tud ies  point  out ,  i t  takes a spec ia l  e f f o r t  for  an American t o  deny rel i-  
gious a f f i l i a t i o n ,  while f o r  a Korean it is  the  reverse. The sync re t i s t i c  
nature of Korean l f f e ,  i n  addit ion,  allows some t o  be Buddhist, Confucian, 
and Chris t ian  on separate occasions. Perhaps only 10 t o  13  percent of the 
Koreans consider themselves Chris t ian  but t h e i r  influence has been greater  
(Syngman Rhee was Protestant,$Chang Myun Catholic; the  inf lux of refugee8 
from North Korea included a disproportionate number of Christ ians).  There 



are no s tu l t i f y ing  conservative re l ig ious  e l i t e s  t h a t  could re ta rd  Korean 
growth or  change. 'The Chinese, the  only marginally s ign l f ican t  e thnic  
minority i n  Korea, to ta led some 25,000 2n the  1960s and have been without 
economic o r  p o l i t i c a l  influence. There is no Korean equivalent of the  
24uslim minorit ies of the  P h i l i p p i ~ e s ,  t he  Tamils of S r i  Lanka, the  Christ ian 
m e n  of Burma, o r  tlie IfusXim Malays of Southern Thailand. 

I n  s p i t e  of these factors,  t he  homgeneity of Korean socie ty  has been 
overstressed i n  the studies.  It is s ign i f ican t  essen t ia l ly  i n  comparative 
terms. Residual regional ident i f icat ion,  however, has found expression i n  
p o l i t i c a l ,  economic, and soc ia l  a l l i ances  and factionalism t h a t  are still 
qu i te  re levant  today. His tor ical ly ,  the  area  of South Korea was divided 
in to  two of the three  Korean Kingdoms ( u n t i l  658 A.D.), and these i n  turn re- 
f lec ted  e a r l i e r  clan or  e thnic  loya l t i es .  The Kingdom of S i l l a  occupied 
the Kyongsang provinces i n  the  southeast and the  adjacent region t o  t he i r  
north, while Paekche was located i n  the  Cholla Provinces i n  the  southwestern 
pa r t  of t he  country, and the  provinces t o  t h e i r  north along the  western 
coast. Ttiesa s t a t e s ,  and the th i rd ,  Koguryo, i n  what is now North Korea, 
were f i n a l l y  unif itrd under the  Great S i l l a  Dynasty (668 t o  918). The f lrst 
king of the  following Koryo Dynasty (919 t o  1392) l e f t  a wr i t t en  legacy 
tha t  is still quoted today. It descfibed the  popular provincial  charac- 
t e r i s t i c s  of t he  populations of each region. These stereotypes, whatever 
they lack i n  va l i d i t y ,  a r e  still  inportant i n  popular conceptions. 

The mcst s ign i f ican t  aspect of t h i s  characterxzation was the  dispar- 
aging comments about the pecples of Paekche (the Cholla Provinces). They 
have oince t ha t  period continued t o  f e e l  somewhat outside the mainstream 
of Korean upper c l a s s  l i f e .  I n  the  more contemporary per iod, this  problem 
of regionalism has had p o l i t i c a l  ramifications. A n  important center of 
opposition t o  Syngman Rhee was i n  the  Cholla provinces, and the  e f f o r t s  by 
Rhee ea r ly  i n  the  l i f e  of the Korean Republic t o  push land reform through 
the National Assembly (with compensation only equal t o  one and one-half 
times t he  annual yie ld ,  and then i n  government bonds) was a s  much an e f f o r t  
t o  el iminate the economic base of power of much of h i s  opposition a s  t o  
achieve equity,  destroy a North Korean p o l i t i c a l  propaganda weapon, o r  t o  
conform t o  ouggestions of the Americans. These were based on the Japanese 
land seform model i n s t i t u t ed  by the  American mi l i t a ry  occupation there. 
Thus Rhee succeeded, with miniscule compensation t o  landlords i n  bonds 
t ha t  soon became worthless, i n  destroying the  opportunity for  r u r a l  finan- 
c i a l  m ~ b i l i z a t i o n  on the par t  of h i s  opposition. 

The Chollas provided the  geographic base of opposition t o  President 
Park Chung Hee, much aa it had done t o  Rhee. Kim Dae Jung, Park's opponent 
i n  the 1971 elect ion,  who was l a t e r  kidnapped i n  Japan by the Korean C U  
and j a i l ed  thereaf te r ,  was from South Cholla. H i s  a r r e s t  and incarceration 
was one of the  causes for  the 1980 uprising,the bloody massacre i n  Kwangju, 
the cap i t a l  of South Cholla Province. Thus the Chollas are  a l so  a source 
of concern t o  the present Chun Doo-whan government. 

With p o l i t i c a l  opposition came economic discrimination. Although 
- - the study has succeeded i n  destroying the myth of the  overrepresentation of 
- 



the  Kyongsang provinces in t he  higher l eve l s  of the economic e l i t e  ( a t  the  
mid-levels t h e i r  s t a t u s  is less c l ea r ) ,  none of t he  volumes adequately 
dea l s  with the  prolblem of provincis.1 emphasis i n  economic development infra.- 
s t r uc tu r e  .l/ The 'Kyongsang provinces have been c l ea r ly  favored, i n  pa r t  
because of t h e i r  nature.1 endowment of po r t  f a c i l i t i e s  (Pusan, Pohanq, Masan, 
e tc . ) .  The i ndus t r i a l  development of such c i t i e s  as Taegu, Pohang ( s t ee l ) ,  
Ulsan (oil r e f b e r y l ,  and Maaan (export prodection enclave), a r e  i n  s t r i k -  
ing contras t  t o  the  Chollas. This is evident t o  even the  casual observer, 
and the  volumes only marginally mention t he  absence of balanced economic 
investment i n  the  Chollas in such f i e l d s  a s  highway comtruction.k/ It 
is s ign i f ican t  t h a t  President Park came from North Kyongsang, t h a t  the  
co t e r i e  of high ranking mi l i t a ry  o f f i c e r s  surrounding President Chun Doo- 
whan, and President Chun himself, arc a l so  from the  Kyongsang area  (Taegull. 
A quiet  joke i n  Seoul is t h a t  the  Greater S i l l a  Dynasty has been r evhed .  

B. The Role of Confucianism 

I f  cu l t u r a l  homogeneity has been an overa l l  p lus  fo r  Korea, especiedly 
i n  comparison with other devehping soc i e t i e s  around the  world, t he  r o l e  of 
the Confucian t r ad i t i on  i n  t h a t  (culture i n  i n s t i l l i n g  developinental valwks 
is one tha t  is nc only with the  publication of these volumes, undergoilrg 
re in te rpre ta t ionZ1 Confucianis.m has generally been regarded a s  backward-, 
r a ther  than forward-looking. Its stress on the  mythic golden age of t he  
past  has supposedly by its nature turned t he  populace against  views of ;a 
progressively be t te r  future. Its emphasis on t r ad i t i ona l  learning, and es- 
pec ia l ly  on moral values, has undercut acceptance of more technological.ly 
oriented education. It regarded commerce and entrepreneurship a s  low on 
the sca le  of hccepted occupations. Its highly competitive examin.tion 
system, incorporated in to  the Korean s t a t e  s t ruc ture  a t  the end of the  
Pour teenth  Century and placing emphasis on the  cu l t u r a l l y  "superior mim" 
was, it was f e l t ,  inimicable t o  modernization. The hierarchical  re la t ion-  
ships  fos tered f i r s t  i n  the family, end its s t r e s s  on the primacy of t h i a  
el.emental soc i a l  u n i t ,  and then extended up the  hierarchical  ladder t o  the 
sovereign, negated progress towards egal i tar ianism and democracy. It 
l imited non-familial and non-clan re la t ionships .  Thus, it was argued, 
Confucianism retarded the oense of soc i a l  cohesion beyond s t r i c t l y  parochial 
in teres tsawas imdemocratic,and had an uneconomic focus. 

A1~eroy P. Jones and 11 SaKong, Government B u ~ i n e s s  and Entrepreneurship 
i n  Economic Development: The Korean Case (Cambridge: Harvard Univer- 
s i t y  Press,  l98O), pp. 212-213. 
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A l l  of these elemeats are  still  i n  place. Indeed, the  s t r e s s  on the 
moral q u a l i t i e s  of loyal ty  (especially t o  t he  s t a t e )  end f i l i a l  p ie ty ,  so  
evident everywhere i n  Korea and l i t e r a l l y  enscribed i n  stone i n  many v i l l -  
ages, is pa r t  of the Sae-Xaul (New Village o r  New Community) Movement, the  
personal r u r a l  developmeut program of President Park, and the Sae-Maum (New 
Heart o r  Neu Mind) Movement, a byproduct of t h a t  e f for t .  The l a t t e r ,  
especial ly  with its strong Confucian overto,:es, seems s imilar  t o  the  ill- 
fated. and ephemeral New Life  Movement t ha t  was o f f i c i a l l y  sponsored by 
Chiang Kai-shek i n  Nationalist  China i n  the  1930's. 

In  a sense, the Confucian system is a l i ve  and w e l l  and 1iv:Lng i n  
Korea,although its depth both by geographic focus and c l a s s  s t ruc ture  
neeb fu r the r  study. A s  the  Earvard-KDI study states, the i dea l  h~ge  
of socie ty  and of the  r o l e  of education i n  Korea is "almost iden t ica l  t o  
those advocated by the  Confucian system several  hundred years ago .'*I ~t 
has been, however, t h i s  strong emphasis on moral education and discipl ine ,  
including se l f -d i s c iv l i ne ,  t ha t  has been a pos i t ive  a t t r i b u t e  of the  Korean 
educational system.d The Harvard-KDI study argues t h a t  perhaps it is the 
non-theistic emphasis of Confucianism tha t  was an important factor i n  the 
growth of a kusfness e l i t e & /  The contemporary Korean state, a s  have a l l  
t r ad i t i ona l  governments under Chinese influence, used the Confucian ideol- 
ogy t o  support the continuity of i t s  regime. Overall,  the  Confucian e t h i c  
may have been an important factor  i n  Korean growth. The Harvard re in twpre-  
t a t i on  is a welcome addit ion t o  the  study of the  causes of growth i n  Exst 
AsAa. 

C. Social Class 

Of perhaps greates t  importance, and of most controversy, i s  the r o l e  
of soc i a l  c l a s s  i n  Korea. It is a subject  about which dispute continues 
and i t  is alao a c r i t i c a l  question i n  development terms. I f  equity is a 
major consideration, then the breakdown of a highly s t r a t i f i e d  socie ty  opens 
avenues leading t o  mobility, Lacreased income, and p l u r a l i s t i c  centers  of 
power. Conversely, without such change, development w i l l  abs i s t  only the 
elite. Tradit ionally,  sbc ia l  c l a s s  was more c lear ly  di f ferent ia ted i n  
Korea than i n  the model Confucian s t a t e ,  China. Only yan~ban  (upper-class, 
or gentry) were allowed t o  take the  s t a t e  examinations tha t  were the avenue 
t o  gqSernment posit ions,  and thus perpetuation of t he i r  family s ta tus .  
Some have argued t h  t there was a demand for  and ac tua l  soc ia l  mobility i n  
t r ad i t i ona l  Korea.?! This has been the subject  of considerable dispute. In  
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a sense, t he  Earnard s e r i e ~  va l ida tes  half  of t he  argumeut: the  demand for 
mobility (through education, aconomic improvement, etc.) i s  ;La evidence, but 
the  r e s u l t s  of such demands are questionable, a t  l e a s t  at the soc i a l  pinnacle 
of society.  There is one. major exception t o  r e s t r i c t e d  mobility a t  the  top: 
the  mil i tary .  

The cen t ra l  i ssues  are: how mobile is Korean society today and has t he  
socie ty  as a whole had equitable access t o  t he  benef i t s  of development? To 
answer this, i t  is necessary t o  explore what happened t o  t he  Korean class 
system with the f a l l  of the  monarchy and the  advent of Japanese colonial  rule .  
The modernization s tud ies  make the  point  t h a t  "the tradit ional.  system of soci- 
a l  c l a s s  was a l l  but destroyed i n  the uphtjnals created by foreign mil i tary  
occupation, war, and national pa r t  g t i m  . "-- However, there  are ser ioas  
in te rna l  discrepancies i n  the s tud ies  at  t h i s  point. Other portions of the  
volumes ind ica te  continuity of c l a s s  a t  the  top of the  soc i a l  ladder. 

The entrepreneurial  study notes t ha t  the  entrepreneurial  c l a s s  i s  " i ~  
the  main composed of descendents of former elite g r o u p s . " ~ /  Without data  

rcu- on c lass ,  the  survey on entreprenmrship uses surro a e da ta  (parental o- 
pation and education) t o  determine c l a s s  structure.,@ The study found t h a t  
m n g  entrepreneurs, mobility w a s  minimal. The fa thers  of entrepreneurs 
were general!ly (98 percent, compared t o  15 parcent of t h e i r  male cohort) 
large landowners, merchants, factory owners, c i v i l  servants, teachers,  and 
professionals,  and thus "the i ndus t r i a l  e l i te  were recrui ted from the  pre- 
i ndus t r i a l  elite ra ther  than h a m  the  socie ty  a s  a whole."=/ They, however, 
did not necemari ly  come from the an ban c lass ,  but from the hyangban c l a s s  
( the ru ra l ,  more impoverished, gentry Ek- , a group whose high s t a t u s  gradually 
deter iorated over t i m e  but who were still  wealthy enough to  r e t a in  access t o  
educatioa, but insecure enough t o  take r i sks>/  Thus, the  volume continues, 
the  causal sequence i n  the  formation of entrepreneurs (the i ndus t r i a l  and 
mercantile e l i t e )  was not a c a p i t a l i s t  equation: money, leading t o  physical  
c ap i t a l ,  r esu l t ing  i n  i ndus t r i a l  leadership. Rather it was a "Confucian- 
cum-capitalist" equation: money, leading t o  good education t h t ~ u g h  access 
t o  schools (and a t u t o r i a l  system heightening the chances of academic success), 
su f f i c i en t  time t o  take advantage of education, i n  urn leading t o  human 

155 cap i t a l ,  thus resu l t ing  i n  i ndus t r i a l  leadership- 
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This -writer would argue t h a t  soc i a l  class at t he  apex i n  l a rge  par t  has re- 
mained in t ac t ,  with cer ta in  except ions uoted Lelow. The ~ a ~ a & s e  occupstf oo 
lega l ly  and over t ly  ended c lass  designations, but i n  a sense the  Japanese re- 
inforced some of che power of thcyangban: "The Japanese attempted t o  win the  
cooptzation of the  Xorean noble c l a s s  by providing l ega l  guarantees fo r  the 
traditional tenant system."16/ Class d i s t inc t ions  continued, some of the 
former elite (yangban and hyangban) eventually occupying posi t ions  of e i t he r  
technilcal o r  administrative consequence (but not a t  the  top) mder  the  
Japanese. The stream of northerners who f led  south a f t e r  1945 were a se l f -  
selected group of generally higher s tacus  than the populztion a s  a whole, 
h e r a l l ,  they were w e l l  educated and contained a larger  than normal percent- 
age of ChrSstians. Thus, the pa r t i t i on  and the  war did not so much destxuy 
t r ad i t i ona l  c lasses ,  but dis3.ocate them. 

The continuity of the e l L t i s  nay a l so  be traced obliquely i n  p a r t  t o  
t b  laud refarm progran and t o  a disadvantaged r u r a l  sector.  I f  one bad 
soc i a l  standin-: and some money, where did one Invest i t? Rural r e a l  e s t a t e  
was a poor choice. Low r i c e  pr ices  from l i be ra t i on  t o  about 1970--prices 
so low tha t  they w e r e  below the cos t s  of production during many years--to- 
gether with land reform tha t  limited agr icu l tu ra l  holdings t o  three  hectares,  
made cap i t a l  investments i n  r u r a l  areas s ingular ly  unattractive.  The ob- 
verse incentive was f o n d  ia the  Confucian equation. That is, some cap i t a l  
plus the high s t a t u s  accruing t o  education and then t o  foreign graduate de- 
grees led t o  investment i n  modern education for  one's children. A corollary 
investment, lucrat ive  but economically mprodnctive, was speculation i n  
urban r e a l  e s t a t e  u n t l l  about 1970. Land values, due t o  scarc i ty ,  were 
twice those of the U.S., but Zapanese values were twice those of ~orea. l ' l /  
These two avenues enabled the l i t e r a t i  t a  perpetuate i t s e l f  and. generally 
foreclosed access t o  the top rungs of academia, goyernment, the professions, 
and business t o  most from the lower socioecouomic classes.  This is not t o  
say t ha t  economic growth did not open new employment i n  the business sector 
and provide some mobility from blue t o  white co l l a r  worker. This i t  ob- 
viously did,  and such upward aspira t tons  seen; widespread i n  both urban and 
r u r a l  areas. However, econoaic growth has not opened access a t  the  top of 
the business pyramid, a t  l e a s t  not yet. 

There was, however, an important exception t o  the s t a t i c  c l a s s  s t ruc ture  
among the e l i t e .  The r e a l  revolution t ha t  occurred i n  Korea was not the  
p o l i t i c a l  coup by the mil i tary  i n  1961, but what might be called a soc i a l  
coup, a r e su l t  of the  mil i tary  one, t ha t  pushed the  mil i tary  i n to  high 
posi t ions  i n  many adminirstrative and economic functions of the society.  
Thusb for  the f i r s t  time there  was soc ia l  mobility i n  Korean socie ty  through 
the mi l i t a ry  channel. PI, career i n  the  mi l i t a ry  offered a f ree ,  good college 
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education, and on graduntfon a chance fo r  leadership i n  both the d l j - t a r y  , 
and on retirement, i n  the  p r iva te  o r  c i v i l i a n  governmental sector .  Unfor- 
tunately,  t h i s  aspect of Kosean s o c i d  change is not documented i n  t he  study. 
Contrary t o  the  c o a c l u s i o s ~  ~f pa r t s  of the  Harvard study, c l a s s  s t ruc ture  
i n  Korea has remained re la tgvely  in tac t .  It is evideat: i n  educational 
attainment, al thoughtherehave been attempts t o  break t h i s  down by forbid- 
ding tu tor ing (1980) and changing the  examination system. Socially,  
however, i t  remains very much i n  evidence. A s  the  soc i a l  network of 
classmates and f r iends  i n  Korean and Japanese soc i e t i e s  is a c r i t i c a l  
element i n  access and advancement, and is thus an important determinant i n  
soc i a l  and business succe.is, the  system is sel f -perpetuat ing18/  Other 
re la t ionships  based on c l a s s  i n  school a r e  a l so  important among the  m i l i -  
t a ry ,  as witness the eighth Korea Mil i tary  Academy c l a s s  (coup leaders  
under Park Chung Hee), and the  eleventh and f i f t e en th  c lasses  ( the group 
around Chun Doo-vhan). I n  f a c t ,  there  are  important cl iques among those 
who pass the  c i v i l  service  examination i n  any one year. A s  the  s tudies  
document, "there is still considerable d i s c r h i n a t i o n  on socioeconomic 
grounds i n  the Mgher reaches of the Korean educational  system,"^/ i n  
s p i t e  of a meritw.iacy of univers i ty  entrance and i n i t i a l  employment i n  
business and government through examination systems t h a t  seem honest and 
impartial-. It seems t h a t  those who can succded through t h i s  tortuous 
system are  those t h a t  a r e  bes t  prepared, ar,d those who a r e  so prepared are 
so hecause of t h e i r  access t o  funds. 

The implications of t h i s  phenomenon fo r  development, therefore,  in- 
clude the pos s ib i l i t y  t h a t  rapid and sustained economic growth, even 
combined with more equi table  income d i s t r ibu t ion ,  does not necessari ly 
open socie ty  t o  s ign i f ican t  soc ia l  and economic mobility a t  the top i n  
s p i t e  of a general rise i n  the  standard of l iv ing .  Egalitarianism a s  a 
developmental goal is most d i f f i c u l t  t o  achieve. A t  l e a s t  t h i s  i s  t r ue  
i n  a socie ty  such a s  Korea with a s i gn i f i c an t l y  s t r a t i f i e d  soc i a l  s t r uc tu r e  
t ha t  has appeared t o  withstand the p e r i l s  of  colonia l  occupation, war, 

I 
il physical displacement, and remarkable economic growth. 

D. Contemporary Internat ional  Relations 

Internat ional ly ,  Korea faced a s e r i e s  of challenges which, i f  not 
unique, were r e l a t i ve ly  r a r e  and may have influenced its dedication t o  
economic growth and its performance a s  w e l l .  The f i r s t  of these was the  
existence of n r i v a l  regime i n  North Korea, a regime tha t  vied with the  
South fo r  dominance and legitimacy over the  e n t i r e  peninsula. 

18/~ones end Sakong, Government Business end Entrepreneurship i n  Economic 
Development: The Korean Case,,p. 235-236. 

2 ' ~ c ~ i n n  st al . ,  Education and Development i n  Korea, p. 159- 



There seems l i t t le  question t h a t  i nd i r ec t l y  the  North has  strongly 
influenced the South. Such influence is  obvious in  mi l i t a ry  preparedness, 
but it  is equally evident tn t he  ubiquitous systems of mss mcl~i l iza t ion 
i n  a l l  f i e l d s ,  pervading the  society.  It has  had an overwhelnlirtg influence 
Ln education and has been the  cause, a t  l e a s t  i n  publ ic  explanations, of 
the cocps of May 1961 and December 1973. It s t rongly influenced tile land 
reform program a s  w e l l .  I n  addi t ion,  t h i s  influence is l i k e l y  an *or- 
t a n t  spur,  i f  not the primary motivation (sea Section X I I ,  G: The P r i o r i t y  
of Economic Policy and Legitimacy) , of the economic growth policy. The 
need for  economic ascenzncy over North Korea, where a t  l e a s t  for  c e r t a in  
periods growth rat.es seemed qu i t e  high, was probably an important factor  
i n  Korean performance. Unfortunately, t h i s  aspect of K 0 r e a ~  development 
was e s sen t i a i l y  untreated i n  t he  Harvard volumes. Fear of North Korean 
ideological ,  p o l i t i c a l ,  and mi?.itary i n f i l t r a t i o n  has  o f ten  been used i n  
South Korea a s  j u s t i f i c a t i on  fo r  continued l imi ta t ions  on p o l i t i c a l  and 
soc i a l  freedoms. This fac tor  should not i nh ib i t  ana lys i s  of the  r o l e ,  
overt  o r  inchoate, of p o l i t i c a l  and economic competition with the Gorth. 
Indeed, it gives it  added c red ib i l i ty .  

The r o l e  of Japan a f t e r  normalization of r d a t i o n s  i n  1965 is not 
s t ressed ,  although the colonia l  period is t rea ted  i n  more d e t a i l  i n  the  
s tuaies .  Normalization brought i n  s ign i f ican t  funds a t  a time when U.S. 
ass is tance was dropping. Of equal significance,  i t  enabled older Koreans 
t o  dea l  with the Japanese i n  a common language, a s  Koreans were forced 
t o  study i n  Japanese u n t i l  1945, and with a cul ture  about which they may 
have worried, but which they f e l t  they knew. This gave the Koreans an 
outward focus with which they were r e l a t i ve ly  comfortable. This was not 
the primary cause of Koreans export success, but i t  cer ta in ly  was an 
advantage. 

Less long, but s t i l l  s ign i f ican t ,  r e la t ionsh ips  with the United 
S t a t e s  since 1945 was ancther, niore cu l t u r a l l y  disparate ,  but s t i l l  use- 
f u l  associat ion t h a t  Korea used t o  its export advantage. I n  addit ion,  
a t  the  same time the  expansion of the world economy during the height of 
Korea's export performance allowed extensive f l e x i b i l i t y  i n  export 
d ivers i f i ca t ion .  It is  unlikely t h a t  these fac tors  today can be e a s i l y  
repl icated elsewhere. 

RURAL DEVELOPMENT 

Korean r u r a l  development and the r i s e  i n  agr icu l tu ra l  productivity 
was not a product of spontaneous phoenix-like growth following e i t h e r  
the departure of the Japanese o r  the  dest ruct ion of the Korean war. It 
owed a great  deal  t o  a concerted e f f o r t  by the Japanese t o  use the  Korean 
colony for  its own purposes. This included, during the e a r l i e r  period of 
colonization,  Japanese confiscatiorr of a l l  c r o m  land and the t rans fe r  of  
ownership t o  Japanese. Approximately 40 percent of agr icu l tu ra l  land was 
i n  t h e i r  hands. Later, a s  the  Sino-Japanese war continued and fur ther  
Japanese t e r r i t o r i a l  ambitions were planned, Korea was used a s  the base 



t o  provide r i c e  t o  a g r ab -de f i c i t  Japan. Ric exports cveraged 1.2 
207 mil l ion tons annually betxsen 1935 and 1939- 

A s  a r e s u l t  of t h i s  policy,  considerable Japanese investment was 
made i n  i r r i ga t i on  and i n  research t o  breed new higher-yielding cold- 
r e s i s t a n t  r i c e  strains, and chemical f e r t i l i z e r s  w e r e  a lso  introduced. 
The pol icy from a Japanese v i e u p o h t  was qu i t e  succesoful, but t h i s  r i c e  
export dr ive  reduce4 Korean per cap i ta  polished r i c e  consumption from 
111.5 k t o  80.2 kg over the  period 1912-1944, while i t  was 157 kg i n  
Japan 21 The Japanese a lso  developed a widespread ag r i cu l t u r a l  
extension service  t h a t  was viewed by Korean farmers a s  p a r t  of the  
Japanese coercive administrative machinery. It was quick13 abolished 
a f t e r  l ibz ra t ion  basical ly  disappeared, and had t o  be r e b u i l t  following 
the  Korean war& Thus the  her i tage of Japanese development of r u r a l  
South Korea was a sophist icated,  i f  t r ad i t i ona l ,  ag r i cu l t u r a l  system. 

A t  the same time t ha t  agr icu l tu re  was exploited i n  Korea, a large- 
sca le  power and he:avy industry base w a s  deve io~ed  i n  the  North. The 
Korean economy became an i n t eg ra l  p a r t  of t h e  Japanese economy, the ru ra l  
end i ndus t r i a l  needs of Japan, however, were not mces sa r i l y  integrated 
within Korea. Thus, the  argument t h a t  during the colonial  period industry 
pushed agr icu l tu re ,  o r  the  reverse,  cannot be maintained. They were 
independent products of external  forces. 

Based on a misconception of the  nature  9f Korean r i c e  exports  and the  
negiect  of the  drop i n  r i c e  consumption among the Koreans, the  American 
mi l i t a ry  embarked on a two-fold program t o  a s s i s t  Korean r u r a l  development: 
land reform and the provision of the  l a rge s t  applications of chemical fer-  
t i l i z e r  i n  orean history--one-half mi l l ion metric tons (MT) before 
mid-194827 Based on the  perceived po t en t i a l  f o r  agricul.tura1 devel- 
opment and the lack of heavy endustry i n  the  South, a f t e r  the  end of the 
Korean war, t w a  U.S. technical  assist:ance groups (the Tasca Mission and 
the  Robert Nathan team) were predicating Korean onomic growth i n  large  
p a r t  on r i c e  and agr icu l tu ra l  products exports.- 2er These plans proved t o  
be overly opt imis t ic .  

Z1sung Hwan Ban, Pal  Yong Moon, and Dwight H. Perkins, Rural Development 
(Cambridge: Harvard University Press,  1980), p. 28. 

Z11( im ,  K. S. and Roemer, Growth and S t ruc tura l  Transformation, p. 20. 
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A. Land Reform 

Land reform, which evolved i n  two s tages ,  was c r i t i c a l  both f o r  Korean 
development and fo r  increased equi ty  i n  Korea's rural.  sector.  The f i r s t  
s tage,  the  U.S. mi l i t a ry  confiscation of Japanese-held land and the  resump- 
t i o n  of Korean ownershj.~, was based on the  American mi l i t a ry  model i n  Japan. 
Coupled with the second reform carr ied out  under t he  Repu'blic, one t h a t  
l imited holdings t o  approximately three  hectares  (ha), the r u r a l  base of the  
elite yangban and hyangban c lasses  were destroyed, although there  is no 
doubt t ha t  some w e r e  able  t o  salvage more extensive ownership by i l l e g a l  regis-  
t r a t i o n  of land under a var ie ty  of family members' names. However, there  can 
be no question t ha t  an eminently successful  program was carr ied out. 

Tenancy, which w a s  42.1 percent i n  1947, dropped t o  5.2 percent i n  
1964, while ownership, a meager 16.5 percent i n  1947, rose t o  71.6 percent 
the  l a t t e r  year.25/ Land reform not  only leveled r u r a l  incomes in Korea, 
but e f fec t ive ly  red i s t r ibu ted  wealth i n  the  r u r a l  sector a s  well .  Land- 
lo rds  were paid i n  bonds (only one and one-half times the a n m a l  production) 
t h a t  soon l o s t  value through in f la t ion .  I f  income is more equally 
d i s t r ibu ted  today i n  Korea than i n  many developing soc ie t i es ,  the  primary 
reasoe is t o  be found i n  these land reforms. Reasonably equi table  d i s t r i -  
bution of the  rural  sec tor ' s  most important a s se t ,  land, seems t o  be 
absolutely e s sen t i a l  i n  obtaining equity i n  r u r a l  developnent. 

B. Agricultural  Pr ic ing Po l ic ies  and PL 480 

While a pos i t ive  land reform program resu l ted  i n  r e l a t i ve  d i s t r i bu t i ve  
j u s t i c e  within r u r a l  a reas  ( i f  not between the urban and r u r a l  sec tors ) ,  
fo r  approximately two decades thereaf te r  the  agr icu l tu ra l  economy w a s  
largely  neglected except a s  a source of p o l i t i c a l  mobilization. Farre: 
welfare and income were ignored. This was a policy t o  which the  U.S. 
a id  program inadvertantly contributed. 

Any government may be caught between the  conf l ic t ing demands of the  
urban dwellers for  low s t ap l e  p r ices ,  and t he  r u r a l  productive population who 

- want p r ices  of t h e i r  products t o  r i s e .  For two decades the Korean govern- 
ment chose t o  placate  a v o l a t i l e  urban population through the purchase of - 
two s tap les ,  r i c e  and barley,  and the import of wheat. In  Korea, the - 
degree t o  which the government intervened i n  the grain  market was impor- - 

t a n t ,  for  it influenced both producer and consumer p r ices  through control  - 
of a r e l a t i ve ly  small proportion of the trade.  Equally s a l i en t  was the  
government's purchase p r ice  of r i c e  from farmers. In  1949, t o  pick an 
extreme case, the  government purchase p r i ce  was 40 percent of production 
cos t s ,  and about 20 percent of the market pr ice .  The farmer was thus 
locked i n t o  a subsistance econotly i n  which it was not worthwhile t o  
produce much of a surplus. Expressed d i f f e r en t l y ,  the government f e l t  
t ha t  t h r ea t s  t o  its continuity were more d i r e  among the urban population, 
which was placated by r e l a t i ve ly  low cos t s  of the  s tap le  Iood. 



This pauperizat ion of t h e  Korear~ peasantry continued throughout t h e  
Rhee period (1948-60). I n  no year d id  t h e  government purchase p r i c e  f o r  
rice equal  t h e  c o s t  of production, and i n  six of t h e  t h i r t e e n  yea r s  the  
purchase p r i c e  was under 50 percent  of  t h e  market p r i ce .  I n  1955, f o r  
example, the  farmer l o s t  571won - per 80 kg bag of  rice, o r  a t o t a l  l o s s  
t o  a l l  farmers t h a t  year  of 1.7 b i l l i o n  won. I n  e f f e c t ,  t h e  Korean 
farmers and the  United S t a t e s  through i ts fore ign ass i s t ance  programs 
subsidized the  import-subst i tut ion i n d u s t r i a l  s t r a t e g y  of the  Rhee gov- 
ernment. 

I n  1955, the  U.S. began i ts  PL 480 program, under which a g r i c u l t u r a l  
c o m n i o d i t * ~ ~  were imported i n t o  Korea t o  a l l e v i a t e  g ra in  d e f i c i t s  and t o  
generate l o c a l  currency t o  run  the  Korean government. Rom 1955 t o  1971, 
t o t a l  PL 480 imports were $646 mi l l ion ,  o f  which ha l f  were gra in  ( r i c e  
and wheat). Ucder PL 480, an average of  9 percent  of the  annual domestic 
g r a i n  production was imported fo r  t h e  1956-60 period,  and PL 480 ranged 
from 64 t o  93 percent of such imports. 

For about the  f i r s t  decade of the  Park government, l i t t le w a s  done t o  
improve the  s t a t u s  of t h e  farmers, although the  Ministry of Agriculture 
and Fores t ry  was reorganized and the  autonomous Off ice  of Rural Development 
set up i n  1962 under t h a t  minis t ry  with U.S. support and encouragement. 
PL 480 continued during t h a t  period,  with g ra in  imports under t h a t  program 
ranging from a low of 5.9 percent  of t o t a l  g r a i n  imports (1971) t o  a high 
of 85.8 percent  (1962). Although the  purchase p r i c e  of r i c e  covered 
production c o s t s ,  the  margin was small u n t i l  1971. 

Two objec t ive  f a c t o r s ,  i n  add i t ion  t o  Pres ident  Park's o m  r u r a l  
background, prompted the  pragmatic m i l i t a r y  government t o  s h i f t  its r u r a l  
po l i c i e s .  By 1970-71, l e g i s l a t i o n  hardeqed t h e  terms of t h e  supply o f  
PL 480 commodities, changing them i n t o  d o l l a r  repayable loans. Grain 
imports thus became a d r a i n  on foreign exchange, which was growing a s  
expor ts  expanded. The c r i t i c a l  element, however, was the  e l e c t i o n  of  1971, 
which prompted massive overhaul of the government's r u r a l  s t ra tegy.  I n  
no case i n  Korea was a p o l i t i c a l  f ac to r  more important,  o r  more obvious, 
i n  influencing developnent pol icy  change. Pres ident  Park barely beat  h i s  
opponent, K i m  Dae-chung, and t h e  government found t h a t  its support i n  
r u r a l  a reas  had mate r i a l ly  eroded. It had been q u i t e  secure because of  
the  state's contro l  of  r u r a l  c r e d i t  and f e r t i l i z e r  i n  add i t ion  t o  t h e  per- 
vasive coercive power of  t h e  c e n t r a l  government. It was at t h i s  po in t  
t h a t  the  government intervened and transformed i ts r u r a l  s t ra tegy.  Where 
i n  the  pas t  the  farmers had i n  l a rge  p a r t  subsidized the  urban population 
by the  low government rice purchase p r i c e ,  t h e  government turned t o  an  
increase i n  the  money supply t o  f inance the increase  i n  the purchase p r i c e  
of r i c e ,  thus markedly increas ing r u r a l  incomes. By the  end of  t h e  1970s 
the  farmers had a government r i c e  support p r i c e  t h a t  was over two times 
tbe  world market pr ice .  

C . The Sae-maul., Movement 

The New Community Movement (Sae-maul Undonq, l i t e r a l l y ,  new v i l l a g e  
movement) was an attempt begun i n  1971-72 t o  improve the  l o t  of  the  farmer 



a f t e r  the  1971 election.  I n  the  f i r s t  decade a f t e r  the  formation of the  
mi l i t a ry  government i n  1961, an urban-based indus t r i a l i za t ion  and export 
policy had been fostered with a rapid  decline i n  r u r a l  l i v ing  standards 
r e l a t i v e  t o  those i n  urban Korea. The Sae-maul Movemerit was born of a 
p o l i t i c a l  des i re  t o  generate r u r a l  support fo r  the regime. It coincided 
with an excess of cement production i n  1971. This f e l i c i t ous  combination 
resu l ted  i n  300 bags of cement to .esch v i l l age  i n  the  country f o r  comnun- 
i t y  prcljects. Because of p res iden t ia l  i n t e r e s t ,  the  movement has been 
characterized by great  vigor and bureaucratic elan.  Attention has been 
concentrated on a c t i v i t i e s  s imilar  t o  those associated with the  community 
development e f f o r t s ,  supported by AID, i n  the  1950s. With new cen t ra l  
backing, how$ver, i t  has had a marked impact i n  contras t  t o  previous 
attempts at r u r a l  transformation, It has achieved these r e s u l t s  not 
without a subs tan t ia l ,  and required,  investment of farmer labor,  time, and 
money, with re turns  t o  individual  farmers sometimes delayed well  in to  the 
future. Homver, a s  has been noted,  "There is  no doubt tha t  the NCM (New 
Community Movemen ) has speeded up the  pace of soc i a l  tnd economic change 

1126/ i n  r u r a l  areas.  - 
The Sae-maul Movement has been ubiquitous, reaching every section of 

the  country.=/' Government sponsored, i t  has generated an enormms amount 
of self-help, both i n  terms of voluntary labor and i n  donated funds. The 
d i s t i nc t i on ,  however, i n  rural. Korea (witn the Ministry of Home Affai rs  
control l ing the police,  administrst ion,  and the --- Sae-maul Movement) between 
voluntary and corvee labor,  and donations and extor t ion is unclear. I f  
physical coercion was not used, then a heterogeneous combination of peer 
pressure,  shame, se l f - in te res t ,  and sub t le  control  over access t o  fsrm 
commodities and c r ed i t  probably was. 

During 1978 alone, 36,000 v i l l ages  had some form of --- Sae-maul ac t i v i t y .  
A t o t a l  of 634 b i l l i o n  - won used from prAvate and public sources, and 271  
mill ion 'person-days of labor was "voluaterily" donated. From 1971-78, 2,000 
b i l l i o n s  were invested for  Sae-maul p ro jec t s ,  of which only 22 percent 
was government generated. 

Project  emphasis has sh i f t ed  over time,. Cement was provided fo r  
roads and bridges. Tin was avai lable  fo r  roofing, replacing thatch,  a 
change of marginal economic u t i l i t y  but one t h a t  the  government hoped would 
make farmers f e e l  more modern, and make the populace believe Korea was 
progressing. Since 1975, a c t i v i t i e s  have focused on r a i s i ng  farm house- 
hold income and more recently on r u r a l  housing. Whole v i l l ages  i n  same 
cases have r ebu i l t  t h e i r  houses i n  new, modern design, but with rzmarkabl} 
few r e a l  improvements. The only change i n  the kitchen, fo r  example, i s  s f t c n  
tha t  it incl.udas a I:.-:cr tap,  instead a f  its location within thc compounJ. 

E / ~ a n  e t a 1  . , Rural Development, p . 278. 
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Often 0r.e can s o , ~  a modern facade masking a t r ad i t i ona l  home, indicat ing t h a t  
the  government quota of housing improvements was met, a t  l e a s t  on paper. 
Standard bluepr ints  a r e  provided by the  Ministry of Home Affai rs ,  wi th  a 25- 
year loan a t  low i n t e r e s t  with a five-year grace period. We can only hope 
tha t  r u r a l  Korea may have gained somewhat i n  comfort what is has l o s t  i n  
t r ad i t i on  and aes thet ics .  

The Sae-maul Movement has a l s o  fos tered t he  growth of industry i n  
r u r a l  areas.  From 1973-77, about 500 Sae-maul f ac to r i e s  were operating, 
although about 40 percent have been underuti l ized.  These f ac to r i e s  
employed about 151,000 person-years of labor ,  and exported $438 mil l ion 
i n  goods-about 2 percent of t o t a l  exports  during t ha t  period. A t o t a l  
r f  850,000 r u r a l  people have been t ra ined i n  some s o r t  of vocational  s k i l l  
under t he  movement. Sae-maul fac tor ies ,  located i n  r u r a l  areas  where they 
a re  s ens i t i ve  t o  increased t ranspor t  costs ,  may not be able t o  withstand 
even a modest recession. The program unfortunately did  not o f ten  draw upon 
loca l ly  avai lable  raw na t e r i a l s ,  and was dependent on the a w i l a b i l i t y  of 
r u r a l  labor. It was a par t  of the export prow,cion s t ra tegy  and a l s o  an 
attempt t o  f u l f i l l  a p o l i t i c a l  object ive  ( r u r a l  employment) as w e l l  a s  
contribute t o  overa l l  growth. It suffered,  however, from e q h a s i s  on the 
p o l i t i c a l  imperative while neglecting the  economics of such r u r a l  enterpr ises .  

Fi f teen years ago Korea had few paved r u r a l  roads. Even most major 
highways were enshrouded i n  clouds of dust.  Now a network of paved roads 
criss-crosses r u r a l  areas ,  and bus t r a f f i c  and t ruck services have been 
extended i n to  the  r u r a l  hinterland.  Goods of a l l  descriptions a r e  i n  
r u r a l  market towns. People a r e  be t t e r  dressed; bicycles take boys (not many 
girls--for there  is  c lea r  discrimination here) t o  middle and high schools 
where i n  the pas t ,  i f  they went a t  a l l ,  they had t o  walk. 

Such changes illustrate tha t  Korean farmers a r e  perhaps unique among 
the r u r a l  population of developing nations-their incomes equal those of 
the urban i ndus t r i a l  work force,  i f  not  t he  urban population a s  a whole. 
This is a f a r  cry from the spring months of ha rdsh i~when  winter stocks 
were depleted and crops were not yet  i n ,  t h a t  farmers experienced not too many 
years ago. Y e t  these remarkable developments have taken place i n  a con- 
t r o l l ed  atmosphere subs tan t ia l ly  d i f f e r en t  from the par t ic ipatory one 
popularized i n  textbooks on r u r a l  development. 

That atmosphere is a product of a bureaucratic milieu tha t  pervades 
Korean development e f f o r t s  i n  r u r a l  areas.  It i s  strongly h ie ra rch ica l  
i n  nature ,  consciously drawing on t h e  Confucian v i r t ue s  of paternalism 
and respect  fo r  author i ty ,  and espousing ideo1,ogical conformity. On the 
surface i t  is a configuration t ha t  seems l i t t l e  sui ted t o  the ethos of 
r u r a l  development a s  a par t i c ipa tory  experience. It has been heavy-handed 
an5 autocrat ic .  Yet without question, change has taken place,  and although 
farmers may grumble and trnne mobilization e f f o r t s  with considerable ~ k e p -  
t icism, they a r e  quick t o  a r t i c u l a t e  the overa l l  benef i ts  they have received. 



There has been a marked change i n  Korean ag r i cu l t u r a l  production. 
Low-cost s t ap l e s  such a s  barley have g%ven way t o  increesed cash crops 
such a s  f r u i t s  and winter vegetables fo r  which there  is a major urban 
demand. This could not have been accomplhhed withaut a vas t ly  hproved  
r u r a l  t ranspor ta t ion system tha t  allows the  e f f i c i e n t  and c o s t - c f f e c t i ~ e  
marketing of these new crops. This has been a major contribution t o  t he  
r u r a l  transformation t h a t  is w e l l  documented in the  modernization s tudies .  

Even before 1971, Koxaati ag r i cu l t u r a l  growth was a respectable 3-4 
percent per year, compared t o  growth i n  China and India  of approximately 
1.5-2.5 percent. The Korean farmers a r e  now perhaps t he  most productive 
In  the  world (a poor, cold growing season i n  t he  summer of 1980 has per- 
haps temporarily modified these f igures) .  Obviously, the s t ra tegy pursued 
by the government i s  one t ha t  could be questioned from a so le ly  economic 
viewpoint, f o r  Korea could import more than two times the amount of r i c e  
i t  grows a t  the same cost .  It has followed a heavy subsidizatioil pol icy,  
along Japanese l i ne s ,  with two apparent objectives mind: 

-- a nat ional  secur i ty  goal: t o  be se l f - suf f ic ien t  i n  the primary 
s t ap l e  of the  Korean d i e t ;  and 

-- a p o l i t i c a l  goal: t o  mobilize r u r a l  support. 

It has been r e l a t i ve ly  successful  i n  both. 

V. TRADE, EXPORTS, FINANCE AND THE INDUSTRIAL SECTOR 

A =  - An Overview of the  Sector 

Exports i n  Korea were only about 2 percent of GNP i n  1960 (about $40 
mil l ion) ,  but by 1975 they had r i s en  t o  28 percent ~f a vas t ly  expanded 
CNP. s export performance is unmatched by any other country i n  the  
w o r l d B )  The causes of t b t s  growth a re  highly important fo r  the study 
of development. Y e t  t h i s  shor t  paper can only cover the more general,  
less technical ,  aspects of t h i s  question. The s to ry  is interwoven through 
a l l  the volumes i n  the Korea se r ies .  

An e s sen t i a l  feature  of the  economic po l i c i e s  of the Rhee period was 
a development s t ra tegy based on import subs t i tu t ion .  Rhee was not par t ic-  
u l a r l y  opposed t o  exports ,  but there was an e f f ec t i ve  b ias  of the government 
against  adjustment of the  exchange rate, causing a debate i n  which there  were 
b i t t e r  recriminations between the Koreans and t h e i r  American advisors. 
This was a lso  r e i l e  d i n  the impl ic i t  premiums on domestic production of 
import subs t i tu tes  .- "' Because exports were miniscule, f oreign exchange 

%/Anne 0 .  Krueger , The Developmental Role of the Foreign Sector and Aid 
(Cambridge: Harvard University Press,  1979), p. 2. 



was generated b a s i c a l l y  from fo re ign  support  an6 commodity a s s i s t a n c e .  
Thus, by supp1yir.g a s s i s t a n c e  i n  l a r g e  amounts, t h e  United S t a t e s  inadver- 
t a n t l y  worked aga ins t  3-3s o m  e f f o r t s  t a  improve t h e  supply of domest ical ly  
generated f o r e i  exchange. S t r e n t y  pe rcen t  o f  i q o r t e  were provided by 
foreigr i  g r  nts.% Thcre w a s  a l s o  l i t t l e  e f f o r t  t o  genera te  domestic 
s.:-v:nes 2) During the  Rhee per i cd ,  i n  s p i t e  of an average 4 percenC 
growtL i n  GNP annual ly a l t e r  t h e  Korean War, t h e r e  were i e w  i ucen t ives  
f o r  product ive  investment,  when quicker ,  s a f e r ,  and more h c r a r i v e  p r o f i t s  
could be made by manipulation of  t h e  exchange r a t e s  t oge the r  w i th  t h e  
import of  commodities and l o c a l  s a l e s .  

The 1960-65 t r a n s i t i o n  t o  expor t  promotion i s  sweepingly charac te r ized:  
"The Korean po l i cy  switch is perhaps t h e  most dramatic  a l d  v i v i d  change t h a t  
has  come about i n  any developing country s i n c e  World Var I I . " ~ /  The 
i n c e n t i v e s  f o r  t h i s  succes s fu l  po l i cy  were t h e  important  adjustment o f  t h e  
exchange r a t e  t o  s r e a l i s t i c  l e v e l ,  t a r i f f  exemptions on raw m a t e r i a l s  f o r  
prcduct ion ,  p r e f e r e n t i a l  expor t  c r e d i t s ,  and wastage allowances t h a t  enabled 
e x p o r t e r s  .to supply a l i m i t e d  amount of goods t o  t h e  l o c a l  market a t  h igh  
p r i c e s .  Other equa l ly  important i ncen t ives  were l i n k s  between inpor t ing  
and expor t  perfcrmance: those who reached o r  exceeded erVport t a r g e t s  were 
given permission t o  import.  There were a l s o  acce l e ra t ed  dep rec i a t ion  
al lowances,  t a r i f f  exemptions f o r  in te rmedia te  goods f o r  expor t  and a 
f a r f l u n g  overseas  marksting network. Th i s  was combined wi th  p r e f e r e n t i a l  
c r e d i t  f o r  good p e r f o r w r s .  The r e s u l t  was a growth of expor t s  from $25 
m i l l i o n  i n  t h e  1950s (much of  i t  so ld  t o  t h e  U.S. m i l i t a r y  in. Korea) t o  
$12.7 b i l l i o n  i n  1978 and $17 b i l l i o n  i n  1980. Exports grew a t  a rate of  
40 percent  annual ly  from 1962 t o  1978 i n  cv:rent p r i c e s ,  and 30 percent  
annual ly  i n  r e a l  t e rns .  The composition o f  expor t s  a l s o  changed: from 
exc lus ive ly  pr j-dry products  t o  a present  90 percent  i n  manufactured goods. 

Manufacturing grew more r a p i d l y  than GNP: 11 percent  annual ly i n  
t h a  1950s and 18 percent  s i w e  1962. Manufaciuring's share  of t h e  GNP i n  
t h e  1950s was 1.4 pe rcen t ,  bu t  about 27 percent  a f t e r  1962, It is important 
t o  remenber t h a t  Korean growth was a product no t  on ly  of t h e  p o l i c i e s  it 
f o s t e r e d ,  but  t h e  p o l i c i e s  i t  avoided, such as minimum wages and o t h e r  
measures i nc reas ing  labor  c o s t s Z /  Thus i n  terms of e q u i t y ,  t h e  urban 
work fo rce  pa id  f o r  t h e  export  expansion of  t h e  economy. 

Outslde t h e  time scope of these  s t u d i e s ,  b u t  q u i t e  r e l evan t  t o  Korea's 
f u t u r e ,  a r e  s t a t i s t i c s  on more r ecen t  developments. The growth i n  GRP i n  
1978 was 12 pe rcen t ,  bu t  because o f  t h e  o i l  c r i s i s ,  i t  dropped t o  6.4 per- 

g / ~ i m ,  K. S. and Roemer , Growth and S t r u c t u r a l  Transformat&, ?. 42. 
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cent i n  1979. However, 1980 was a d i sas t rous  year f o r  Korea; GNP declined 
by 5.7 percent ,  the h ighes t  negative rate s ince  the  Korean War. This  was 
caused by a v a r i e t y  of f a c t o r s ,  t h e  most important  of which was a decl ine  
of 24 percent  i n  the a g r i c u l t u r a l  sec to r  because of a cco l  summer and 
d isease  t h a t  devastated the  r i c e  crop. The dec l ine  of the  non-agricultural 
sec to r  i n  t h a t  year was only 2 percent  and was due t o  objec t ive  f a c t o r s  
such a s  the  o i l  crisis and the  worldwide recession.  A s  a r e s u l t ,  growth 
i n  Taiwan and Singapore slowed a s  wel l ,  but no t  as severely as i n  Korea. 
Pol i t ' , : a l  tension i n  Korea and too grea t  an emphasis on high growth without 
s u f i  s ient  a t t e n t i o n  t o  s t a b i l i z a t i o n ,  with r e s u l t i n g  i n f l a t i o n ,  reduced 
K o r e h ~  competitiveness on the  world market. I n  1981, however, a recovery 
is expected y i t h  a more modest than usual  growth r a t e  of 6 percent  of GNP. 

U n t i l  1978, Korean wages grew f a s t e r  than i n f l a t i o n ,  and Korea i n  the  
fu tu re  w i l l  be hard pressed t o  compete with lower-priced, technological ly 
or iented  expor ts  from Taiwan, Singapore, and o ther  countr ies .  It is l i k e l y  
t h a t  Korea w i l l  become more competitive with the  developed countr ies  of the  
West and with Japan a s  i t  moves i n t o  higher technology. There is l i t t l e  
data  i n  the  s t u d i e s  on the  quest ion of the  degree t o  which Korean growth 
was dependent on nigher technology. This is l i k e l y  t o  be an i s sue  i n  the 
fu tu re ,  however. 

The f i n a n c i a l  sec tor  ana lys i s  is fraught  with problems because of the  
exis tence  of two f i n a n c i a l  markets, t he  v i s i b l e  and the  i n v i s i b l e .  On the  
l a t t e r , o n e  can only surmise a s  t o  i ts  ex ten t ,  a1thoup;h i t  evident ly  has 
been very important. The Harvard team regards  four f a c t s  a s  important i n  
any ana lys i s  of Korea's f i n a n c i a l  sec to r :  

-- Korea t r a d i t i o n a l l y  had a much l e s s  devel-oped f inanc ia l  s e c t o r  
than any o ther  S i n i t i c  socie ty .  I n  f a c t ,  the  f i r s t  proto-modern 
banking systems were only introduced i n  the  Nineteenth Century 
before Japanese conquest by some of t h e  Koreanyangbar? a s  a 

34 / n a t i o n a l i s t i c  move t o  prevent Japanese domination of the  sector.- 

-- The modern banking system is completely dominated by the  govern- 
ment, which thus  has a powerful weapon with which t o  force 
compliance by Korean business t o  governmental d i r e c t i v e s  and 
production and export t a r g e t s .  Under Park, off2.cial c r e d i t  was 
underpriced, and s ince  businesses prospered with very l i t t l e  of 
t h e i r  own money, they were very vulnerable t o  government cont ro l .  

l l ~ y r t a n t  s i n g l e  Thus, advantageous c r e d i t  was "by f a r  t h e  most i 
instrument of government microeconomic cont ro l .  - 

-- There was a very dynamic, but unregistered and unregulated, money 
market t h a t  played an unseen, but important r o l e  i n  f inance and 
husiness. 

36'~ones and SaKong, Government Business and Entrepreneurship i n  Economic 
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-- Foreign f i n a n c i a l  i n s t i t u t i o n s  played an important r o l e ,  as d id  
foreign a i d  and loans,  publ ic  and p r iva te .  Access t o  these  
resources w a s  a l s o  cont ro l led  by the  government. 

There was a major s h i f t  i n  time from r e l i a n c e  on fore ign g ran t s  
( fore ign loans d id  not  Segin u n t i l 1 9 6 9 )  t o  greater dependence on domestic 
savings. The s h i f t  began i n  the  mid-1960s with a g rea t  movement upward 
i n  i n t e r e s t  r a t e s  on t i m e  deposi t s .  Th i s  was s o  s t rong  t h a t  i t  may have 
r e s u l t e d  i n  some foreign funds f inding t h e i r  way i n t o  l o c a l  t i m e  deposi t s .  
I n  any case ,  t h e  r e s u l t  was an increase  i n  domestic savings from 10 t o  30 
percent  of GNP over a five-yezr period. 

To mobilize c r e d i t ,  a s  w e l l  as t o  l i m i t  t h e  monopoly power of the  
l a rge  corporat ions,  the  government forced many f n d u s t r i e s  t o  go publ ic ,  
thus  breaking the  power of business whenever it  seemed it might pose an 
obs tac le  t o  government pol icy ,  and thereby d i l u t i n g  the  p o l i t i c a l  s t r e n g t h  
o f  t h i s  sec to r .  

The lessons  t h a t  t h e  Harvard team draws from the  above analysiu of  
the  f i n a n c i a l  s e c t o r  are a s  fallows: 

-- be skep t i ca l  of o f f i c i a l  f i g u r e s  t h a t  neglec t  t h e  tnvisi .ble 
money market; 

-- any attempt t o  r egu la te  t h i s  market w i l l  f a i l ,  fo r  such markets 
meet d e f i n i t e  needs; and 

-- more e f f e c t i v e  measures would be t o  make t h e  u n o f f i c i a l  market 
less r i s k y  and make regulated f i n a n c i a l  i n s t i t u t i o n s  more com- 
p e t i t i v e .  

B. "Korea, Inc." 

I n  Asian c i r c l e s ,  the re  has long been a f e e l i n g  t h a t  the  Japanese 
export d r ive  was accompanied by a high degree of  government cooperat ion,  
with a combined and concerted e f f o r t  t h a t  came t o  be known a s  "Japan, Inc." 
By extension,  the  Kczeans have been accused of  s imi la r  p o l i c i e s ,  thus  t h e  
charge t h a t  the re  is a "Korea, Inc." a s  well.  

Y e t  t he re  a r e  major d i f f e rences  between the  two. Japan i s  a more 
conscnsual soc ie ty ,  and business and government have been a b l e  t o  cooper- 
a t e  i n  terms of v i r t u a l  equa l i ty .  I n  Korea, however, i t  is the  government 
t h a t  is the  leader.  "If the re  i s  a 'Korea, h c . , '  a s  the re  is a l leged t o  
be a 'Japan, Inc. , '  i t  is t h  government t h a t  is t h e  Chairmen of t h e  
Board of the  corporat  ion. The Korean government influence and con t ro l  
has reached f a r  down i n t o  ind iv idua l  companies; the  state does no t  j u s t  

2 ' ~ o n e s  and SaKong , Government Business and Entrepreneur ship i n  Economic 
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r e g u l a t e  the  sec tor .  It has done s o  through f i n a n c i a l  mechanisms such a s  
c o n t r o l  of c r e d i t ,  and equal ly  important,  through its a u t h o r i t a r i a n  
capac i ty  t o  intervene. A s  the  study on entrepreneurship noted, "The 
'Korean miracle '  is not  a triumph of l a i s sez - fa i re ,  but of pragmatic 
non-ideological mixture of market and non-market f o r c e s . ' : ~ ~  This  a b i l i t y  ' 

t o  in tervene  i n  c r e d i t ,  and i n  i n t e r n a l  opera t ion  of  a company, and t o  
b l a c k l i s t  an individual  o r  f i rm, has  prevented t h e  business s e c t o r  from 
accumulating p o l i t i c a l  power. Indeed, t h e r e  is a ~ t a t e w i d e  aggregate 
e f f o r t  toward a n a t i o n a l  goal  such as export ing,  and "Korea, Inc." is  more 
a p t l y  named than "Japan, Inc . " 

V I. BUSINESS AND GOVERNMENT 

The r o l e  of government i n  encouraging and regu la t ing  business 
i n  Korea is  fa-; g rea te r  than i n  many s o c i e t i e s  t h a t  a r e  regarded a s  capital- 
ist.  Korea, Inc. i s  government dominated, wi th  a l l  commercial banks owned 
by t h e  state, and thus  c r e d i t  and loan app l i ca t ions  and fore ign business 
r e l a t i o n s h i p s  a r e  approved by government. Government in tervent ion  reaches 
f u r t h e r  down i n t o  t h e  economy than i n  many comparable developing s o c i e t i e s .  
I n  addi t ion ,  t h e  publ ic  s e c t o r ,  which is about 12 percent  of non-agricul- 
t u r a l  GNP, accounts fo r  about 30 percent of investment. 

The government in te rven t ions  during t h e  Park period have been marked 
by executive (not l e g i s l a t i v e )  leadership i n  t h e  hands of very few people 
and given the  personal a t t e n t i o n  of t h e  Pres ident .  Planning has been 
important,  but more t o  survey the  t e r r a i n ,  r a t h e r  than t o  dea l  i n  d e t a i l  
with the  economy. It provides a forum f o r  d iscuss ion of p r i o r i t i e s .  
Implementation, r a t h e r  than planning, has  been the  f o r t e  of the  Park 
government, together with speedy and f l e x i b l e  decis ion  making marked by 
pragmatism, incent ives ,  commands, and punishments. It has  been cons i s t en t  
and subjec t  t o  l i t t le manipulation by business.  Publ ic  e n t e r p r i s e  is 
r e l a t i v e l y  e f f i c i e n t ,  no t  because of any except ional  f ea tu res ,  but because 
the  Park government d i d  not  t o l e r a t e  f a i l u r e .  The government was quickly 
ab le  t o  change publ ic  s e c t o r  personnel,  mandate t a r g e t s ,  and force  imple- 
mentation. 

Pol icy  decis ions  have been implemented both through a command s t r u c t u r e  
and through d i sc re t ionary  decis ions  delegated through t h e  hierarchy.  Impor- . 
t a n t  i n  the  process has  been pol icy  f l e x i b i l i t y  i n  economic planning (as  
opposed t o  r i g i d i t y  i n  p o l i t i c s ) .  Korea has no t  only demonstrated the  
capacity t o  make quick decis ions ,  but  a l s o  t o  make speedy r e v e r s a l s  when 
such decis ions  seem appropriate.  

The Harvard s t u d i e s  dismiss the  problem of corruption i n  development 
terms. There-has been, they maintain,  much less corruption i n  Korea than 



i n  most developing count r ies .  This  is l i k e l y  t o  be a sub jec t  of  much 
d ispute .  I f  by corrupt ion  we mean t h e  process of  inappropr ia te  t r a n s l e r s  
of  funds, a s  defined by the  l o c a l  c u l t u r e ,  impeding t h e  e f f i c i e n t  conduct 
of business o r  government, then t h e  conclusion of  t h e  Yarvard group may 
w e l l  prove accurate.  I f ,  however, it is i n t e r p r e t e d  i n  a  more d o c t r i n a i r e  
o r  l i t e r a l  sense,  t h i s  conclusion may be i n  quest ion.  Cer ta in ly  t h e  purges 
conducted by the  Korean government i t s e l f  both of business and t h e  bureau- 
cracy  on o s t e n s i b l e  charges of corrupt ion  would tend t o  b r ing  t h e  Barvard 
conclusions i n t o  question. Y e t  i t  could a l s o  be argued t h a t  government 
charges of corrupt ion  were brought a s  a  form of  both p o l i t i c a l  and economic 
pressure  t o  force  adherence t o  p o l i c i e s  and economic goals .  The answer t o  
t h i s  quest ion appears ambiguous, but  it  deserves g r e a t e r  a t t e n t i o n  than 
given i n  t h e  Harvard volumes. 

VII. ENTREPRENEURSHIP 

Perhaps some of t h e  most f a sc ina t ing  and revea l ing  comments on t h e  
dynamics of Korean growth and s o c i a l  s t r u c t u r e  a r e  found i n  t h e  volume on 
entrepreneurship.  It r a i s e s  many i s s u e s ,  p resen t s  a  v a r i e t y  of hypotheses 
( i n  l i e u  of conclusions),  and broadens our understanding of Korean develop- 
ment. Before tu rn ing  t o  t h e  volume i t s e l f ,  t h e  Harvard team made some 
genera l  comments on t h e  sub jec t  at t h e  panel  workr7top. 

It is poss ib le  t o  d iv ide  t h e  ques t ion  o f  entrepreneurship i n t o  those 
of supply and those of demand. On t h e  demand s i d e ,  t he re  were a l a r g e  
number of business oppor tuni t ies  i n  the  Park period.  The response t o  such 
oppor tun i t i e s  was r ap id  and adequate, even though the  growth of  Korean 
expor t s  was accomplished more by t h e  expansion of e x i s t i n g  conglomerates 
than by new firms jo in ing  t h a t  s e l e c t  group. There was a d i f f e r e n t  type 
of demand during the  Rhee and Park periods.  Under Rhee, i t  was a zero-sum 
game, wi th  t h e  e l i t e  seeking t o  have access  t o  t h e  l imi ted  fore ign  exchange 
which would al low them t o  become wealthy. Under Park, however, t he re  were 
v a s t  oppor tun i t i e s ,  and it was a positive-sum game, f o r  the re  was an 
immense supply of investment oppor tun i t i e s  and chances t o  do very 
w e l l  indeed. There was not  much d i f f e rence  between the  two per iods  i n  
terms of export  incent ives .  Rather,  i t  was t h e  e l imina t ion  of t h e  ways t o  
make a f a s t  - won under Rhee coupled wi th  s o c i a l  and p o l i t i c a l  imperatives 
t h a t  made the  d i f ference .  

On the  supply s ide ,  homogeneity of s o c i e t y ,  con t inu i ty  of  e l i t e s , a n d  
t h e  in fus ion  of a  h ighly  motivated and se l f -se lec ted  group of Northerners 
f l e e i n g  t o  t h e  South a l l  cont r ibuted  t o  t h e  process.  

The en t rep reneur i a l  group i n  Korea, as r e f l e c t e d  i n  the  leadership  of 
t h e  leading  conglomerate is a se l f -perpetua t ing  e l i t e  t h a t  is derived 
from the  previous e l i t e . -  %I The grouy. i s  except ional ly  wel l  educated 



compared t o  t h e i r  male cohor ts  i n  t h e  s o c i e t y  (about 70 percent  had some 
co l l ege  educat ion compared t o  10 e r c e n t  o f  a l l  males), y e t  t h i s  e l i te  has  

491 n o t  competed f o r  p o l i t i c a l  power.- 

Contrary t o  t r a d i t i o n a l  i n t e r p r e t a t i o n s  of  t h e  e f f e c t s  of Confucianism 
on soc ie ty ,  t h e  volume no tes ,  ". . . Korean c u l t u r e  and h i s t o r y  have com- 
bined t o  produce a s u b s t a n t i a l  s tock  of en t rep reneur i a l  i n t e n t ,  bu t  t h a t  
only  a f t e r  1961were  these  energies  channeled i n t o  s o c i a l l y  cons t ruc t ive  
o u t l e t s  t h r ~ u g h  government in tervent ion .  "40/ There w a s ,  during t h e  J a p a n c e  
per iod ,  t y p i c a l  co lon ia l  dualism i n  t h e  economy. The c o l o n i a l  h e r i t a g e  
was, however, fiar from n e g l i g i b l e ,  i n  s p i t e  o f  t h e  f a c t  t h a t  a t  t h e  c l o s e  
of  t h a t  e r a  less than 1 percent  o f  Korean ouseholds was involved i n  

413 manufacturini  and 6 percent  i n  commerce.- 

Syngman Rhee was more concerned wi th  t h e  p o l i t i c a l .  and n a t i o n a l  
i n t e g r a t i v e  f a c t o r s  than t h e  ecomny p e r  se, s o  t h a t  "it was easier t o  
make money from government-derived favors  than from productive co r i t i v e  $' a c t i v i t y ,  and ent repreneurs  n a t u r a l l y  followed t h e i r  pocketbooks. "21 
Contrary t o  the genera l ly  held opinion, Rhee d id  not  discourage expor t s  
and t h e  most important cause o f  t h e  expor t  boom was t h e  reduction of 

431 a l t e r n a t i v e  hi~gher-yielding sources of en t rep reneur i a l  irrvestment- 
Other f a c t o r s  included: simpler input  acqu i s i t ion ,  lower var iance  i n  
expor t  r e t u r n s ,  f i e l d  acgmen~tation, and non-pecuniary incentives.  

Pol icy  i m p l e a n t a t i o n  was a c r i t i c a l  f a c t o r  i n  Korea's success ,  and 
t h i s  was accomplished through an e f f e c t i v e  reward and punishment s t r u c t u r e ,  
inc luding compulsion and delegated adminis t ra t ive  d i sc re t ion .  I n  response 
t o  a survey, en t repreneurs  indica ted  t h a t  under Rhee, dec is ions  were 
"always implemented" only 3.2 percent  of t h e  time and almost always imple- 
mented 17.2 percent  of  t h e  t i m e .  The same f i  :res f o r  the  Park per iod  a r e  
78.2 percent  and 16.6 percent  r e spec t ive ly  ay This  is a h ighly  &i- 

There has been a very high l e v e l  of 
e n t r y  i n t o  business,  but  t h i s  has led  t o  
who survive t h i s  tor tuous  process expand 

E I I b i d ,  pp. 231 and xxix. 

40/1bid, p. 5. 

Z11b id ,  pp. 22-23. 

G11bid,  pp. 36-37. 

*3/1bid, pp. 92 and 96. 

Z11bid ,  pp. 137. 
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en t rep reneur i a l  a s p i r a t i o n  and 
a high r a t e  of f a i l u r e .  Those 
and spawn new, r e l a t e d  concerns. 45 / 



Therehavebeen some regional  d i s p a r i t i e s  among entrepreneurs. The Kyongsang 
provinces dominate, but a r e  underrepresented i n  population terms. Seoul 
and Kyonggi areas  a re  a l so  heavily represented (which i s  not  surpr is ing)  

'46 / while the  Chungchong, Cholla, and Kangwon provinces a r e  underrepresented.- 
There i s  some overrepresentation among Chris t ians  and Northerners i n  
enterpr ise .  

The reasons for: the  success of the entrepreneurs r e s t s  i n  the  follow- 
ing factors:  

-- competitive dedication t o  improving one's r e l a t i ve  posi t ion and 
t h a t  of one's family; 

-- respect  fo r  education and self-improvement; 

-- inculcation of hard work, di l igence and self-discipline;  

-- no r e l i g ious  o r  ideological  cons t ra iz t s ;  and 

47/ -- a b i l i t y  t o  subordinate oneself i n  a hierarchical  framework.- 

The study r a t e s  the  importance of individuals  i n  t h i s  process, and 
s t a t e s :  "Economists devote much time t o  ge t t ing  resoucces t o  the  r i g h t  
industry whereas g e t t h g  them t o  the r i g h t  individual  may be f a r  more 
important ."sf 

The concentration of the study survey on successful  entrepreneurs is 
both ins t ruc t ive  and fascinating,  and o f f e r s  considerable ins ight  rnto  how 
Korean growth took place. One wishes t h a t  a s imilar  survey had been done 
of small businessmen and f a i l ed  entrepreneurs, t o  see the soc i a l  backgrounds 
of these groups, and the  influence of education, pres t ige ,  connections, and 
regionalism on t he i r  careers.  It would have added a great  deal  t o  t he  
study, which s t i l l  remains the  most fascinat ing of the  seven volumes. 

V I I I .  FOREIGN ASSISTANCE IN ECONOMIC DEVELOPMENT 

United S ta tes  foreign ass is tance i n  Korea to ta led about $12.6 b i l l i o n  
from 1946 t o  1975. Over half  of t h i s  was mi l i t a ry  assistance.  I n  addit ion,  
Japanese a i d  was $1.0 b i l l i o n  and other foreign assistance reached $1.8 
b i l l i on .  

There is an irony t o  t h i s  assistance.  The time of maximum a i d ,  u n t i l  
1965, was the period of l e a s t  growth, but a f t e r  U.S. a id  declined, growth 

d 6 / ~ b i d ,  pp. 212-213 and 217. 

b i d ,  p. 225. 

g ' l b i d ,  p. 305. 
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was a t  its height.  A simple study of t h e  l a g  in e f f e c t  does no t  expla in  
- 

t h i s  s i t u a t i o n ;  the  answer is more complex. The importance of  U.S. a s s i s -  - 
tance  ( the  only o ther  a i d  was a modest amount from t h e  U.N.) was e s s e n t i a l  , - 

t o  t h e  su rv iva l  of  Korea. I n  t h e  period 1953-6:, !J.S. a s s i s t ance  made t h e  
d i f fe rence  between p o s i t i v e  and n%gative growth i n  t h e  decade. I n  t h e  next  - 

few years,  U.S. support made some, but  not  major, cont r ibut ions  tc; Korean 
development, and a f t e r  1965 t h i s  support w a s  marginal. U.S. a s s i s t ance  was 
i n  the  form of grants ;  as Korea began he r  export  d r i v e , i t  t hus  had a very  
low r a t e  of fore ign debt ,  and a t  t h a t  t i m e  normalization of r e l a t i o n s  with 
Japan brought i n  considerable a d d i t i o n a l  funds. P a r t  of the  reason f o r  
growth of the  economy when U.S. a s s i s t ance  w a s  marginal was t h a t  consid- 
e r a b l e  excess manufacturing capaci ty  had been b u i l t  up which was ab le  t o  
be used only when t h e  pol icy  framework was crea ted ,  implementation improved, 
and oppor tuni t ies  f o r  non-productive use of funds were diminished. 

The e f fec t iveness  of U.S. t echn ica l  a s s i s t ance  t o  Korea i n  the  economic 
sec to r  was mixed, With an inauspicious beginning under the  U.S. m i l i t a r y  
occupation, Korea s t a r t e d  on an independent pa th  a t  a considerable disad- 
vantage. U.S. m i l i t a r y  o f f i c e r s  were put  i n  charge of  i n d u s t r i e s  i n  
which they had noexperience. Banking reform, as w e l l  a s  reforms i n  
education, r i c e  pric.ing and procurement, e s s e n t i a l l y  f a i l e d ,  although 
advisory se rv ices  i u  land reform wera f a r  more e f f e c t i v e .  

The post-Korean War 1950s were marked by c o n f l i c t  between the  two 
governments over economic and exchange r a t e  po l i c i e s .  During t h i s  per iod ,  
U.S. technica l  a s s i s t ance  contr ibuted l i t t l e  d i r e c t l y  t o  Korean economic 
development. Korean economists, who were l a t e r  t o  be c r i t i c a l  t o  the  
success of the Korean e f f o r t ,  were t r a ined  i n  t h e  United S t a t e s ,  but  at 
t h e  i n s t i g a t i o n  of n e i t h e r  government; they were not  absorbed i n t o  Korean 
a f f a i r s  u n t i l  a f t e r  t h e  f a l l  of Rhee. Unt i l  t he  mid-1960s, when t h e  Park 
government began t o  recognize the  u t i l i t y  of some of t h e  foreign-trained 
economists t o  t h e i r  program, they found few pos i t ions  e i t h e r  i n  t h e  pub l i c  
sec to r  o r  i n  the  u n i v e r s i t i e s  (with the  exception of  Sogang College, an 
American,Jesuit-supported i n s t i t u t i o n ) .  With a new and invigorated AID 
leadership i n  the  f i e l d ,  g rea te r  numbers of advisors  were provided, and 
some had major il jfluence on s p e c i f i c  economic p o l i c i e s  o r  on the  planning 
process i n  genersl.  AID a l s o  s t a r r e d  a program t o  t r a i n  economist6 abroad. 

Approximately $5-10 mi l l ion  was provided Korea f o r  economic t echn ica l  
a s s i s t ance ,  but its influence was f a r  g rea te r  than the  amount of funds. 
Only towards the  end of major U.S. a s s i s t ance ,  however, did the  United 
S t a t e s  attempt t o  bu i ld  permanent i n s t i t u t i o n s  t h a t  could continue advisory 
se rv ices  wi th in  t h e  Korean context  ( the  Off ice  of Rural. Development was an 
exception i n  1962). The Korean I n s t i t u t e  f o r  Science and Technology and 
the  Korea Development I n s t i t u t e  a r e  two such i n s t i t u t i o n s .  

Rather than a r e s u l t  of fore is  t echn ica l  advice,  the  Korean expor t  
promotion d r ive  war1 a product of i n t e r n a l  Korean perceptions of  t h e i r  need 
t o  become economically independent and n o t  t o  r e l y  on the United Sta tes .  
This  may p a r t l y  have 'been based on the  coolness of the  United S t a t e s  
towards the  m i l i t a r y  coup and e a r l y  doubts about Park himself (Park f i r s t  



was suspected of having communist leanings, a s  he had been involved i n  the  
Yosu-Sunch'on uprisings i n  1948). Park had probably been upset over 
United S ta tes  pressure t o  force the mi l i t a ry  t o  hold e lect ions  i n  1963, t a  
which the  mi l i t a ry  f i na l l y  acquiesced. 

Overall,  U.S. advisory services were marked by an underestimation of 
Korea's p o s s i b i l i t i e s  and vac i l l a t ion  on types and amounts of economic 
support, which were at l ea s t  p a r t i a l l y  dependent on the  predelict ions of 
d i f fe ren t  AID mission directors .  Individuals may have been in f luen t i a l  
i n  working with the  Korean government t o  reconmend cer ta in  po l ic ies ,  but 
overal l  the  performance was qui te  mixed. 

L i t t l e  has been writ ten i n  these volumes on the  ro le  of U.S. mil i ta ry  
assistance and its impact on the  development process. How much mi l i t a ry  
aid had an economic re turn beyond such obvious items a s  s a l e s  t o  U.S. 
soldiers  and thus the earning of modest amounts of foreign exchange, and 
the employment of Korean c iv i l i ans  by the  Army a t  a t h e  when Korean 
unemployment was high, is unknown. Important a s  w e l l  a r e  questions of 
the t r ans fe r ab i l i t y  of s k i l l s  from the Korean mil i tary  t o  t he i r  c i v i l i a n  
ro les  on discharge, especially for  the thousands who were sent  t o  the  
United S ta tes  fo r  various periods of training.  This is a subject worthy 
of considerable scrutiny. 

IX. EDUCATION 

The contemporary Korean educational- system is a welter of inconsisten- 
c ies  i n  development terms. It has expsded a t  an exceedingly rapid rate, 
although no f a s t e r  than a number of other  soc ie t ies ,  but gove-nt expen- 
d i tu res  on primary education have been small i n  comparison t o  m3st  developing 
socie t ies .  Korean education has produced a highly sk i l l ed  labctr force 
adapted t o  change and high technology, but the stress In its cuzriculum has 
been on moral and ideological conformity, not  high technology o r  even on 
technical s k i l l s .  Korea has a great  number of colleges and univers i t ies ,  
many of them private,  but only a few stand out  as consistantly supplying 
entrance t o  the  upper echelons s f  the  society. It is a "meritocratic 
feudalism," a system i n  which access t o  the  e l i t e  is based on a f a i r  and 
impartial  examination system open t o  the socie ty  a s  a whole, but one which 
i n  f a c t  serves t o  r a t i f y  exis t ing s t a t u s  and reconfer pres t ige  on an estab- 
l ished and highly sk i l l ed  e l i t e .  It supplies t a l en t  t o  the modern business 
and technological community, but its bas i s  i s  concepts of Confucianism which 
a r e  centuries old. Most families invest  t h e i r  re la t ive ly  meager savings i n t o  
the educational system but the  economic gains from such investment a r e  
lid ted f o r  most . 

Education is an area t ha t  had a t t r ac t ed  foreign, mostly kaerican, 
assistance,  but one i n  which non-Korean influences have been exceedingly 
limited. There has been a growing demand f o r  education i n  the  developing 
world. It is  an inchoate goal of such demands t ha t  access t o  such education 
w i l l  bring about soc ia l  mobility. Y e t  i n  Korea the  soc i a l  demand f o r  
education has f a r  outstripped the goveruuent's support t o  it, and indeed the  



r e su l t s  t o  its par t ic ipants .  I n  1973, the  s t a t e  spent four times the  
amount on the  mi l i t a ry  a s  it did on publ ic  education, and Korean public 
expenditur on education have been lower than i n  most comparable developing 
countries. @I 

During the Japanese period 45 percent of Korean school-age children 
were i n  primary school. This was qu i t e  a high f igure  f o r  a colony, and 
the  explanation lies i n  i t s  use t o  the Japanese i n  the  process of p o l i t i c a l  
soc ia l i za t ion  of the Korean : the teaching of Japanese t o  in tegra te  them 
i n t o  the Japanese empire. Following the  Japanese colonial  period i n  
which markedly l imited higher educational opportunit ies were made ava i lab le  
t o  the Koreans (The Japanese established Keijo Imperial UrJversity-now 
Seoul ~ a t i o n i l  University-basically f o r  Japanese residents i n  Korea. There 
was, however, an extensive pr ivate  Confucian system), there  was an explosion 
of public education t o  meet the pent-up demand of the  Koreans who could not  
go t o  school i n  t h e i r  own language during the Japanese period. 

This e f f o r t  w a s  a ss i s ted  by the mi l i t a ry  government. Following the  
Korean war, some $100 mill ion was provided by the U.S. from 1952 t o  1966 
basical ly  f o r  construction of some 23,000 classrooms. The Americans 
attempted t o  democratize education both i n  its content a d  administration. 
The mi l i t a ry  government encouraged l oca l  boards of education and parent- 
teacher associa t ions  tha t  would be autonomous, and introduced concepts of 
egali tarianism, co-education, and technical  training. These e f f o r t s  
largely  f a i l ed ,  and education gradually became highly central ized (more so  
under Park than under Rhee) and even more authori tarian.  Parent-teacher 
associat ions remained, but  only as  a means f o r  mobilization of p r iva te  funds 
t o  supplement modest government subsidies. 

Education i n  Korea is characterized by a high r a t e  of p r iva te  resources 
flowing i n to  the  sector .  Public contributions have been about 3.0 percent 
of GNP, but t o t a l  investments i n  education were 7.7 percent of GNP i n  1975 
and 9.8 percent i n  1971-511 The summary volume lists government expendi- 
tu res  a t  2.2 percent of GNP i n  1975.521 

There have been four major influences on education i n  Korea: Confucian; 
p o l i t i c a l  and anti-communist indoctrination;  democratic; and s c i e n t i f i c  and 
technological. The f i r s t  two a r e  of f a r  g rea te r  s i g n i f i c a n c e s /  The 
emphasis on the Confucian values of f i l i a l  p ie ty ,  loyalty t o  the s t a t e ,  

C o / ~ c ~ i n n  e t  a l .  , Education and 3evelopment ic Korea, pp. xxiv and 36. 
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discipl ine ,  and the  p o l i t i c a l  socia l izat ion process of i n s t i l l i n g  anti-  
communist ideology i n  a people (supplemented by quasi-military training) 
has increased i n  in tens i ty  from the  Rhee t o  the  Park regimes. 

The goals of education have changed. Under Rhee it was the  "exten- 
sion og4$iuman welfare" (hongik ingan), a blend of modern and t r ad i t i ona l  
value- Under Park emphasis on personal respons ib i l i ty  and 
independence decreased, and t e e was greater  stress on anti-communism, 
nationalism, and patriotism& The va ues of education sh i f ted  towards 

56f acceptance of an author i tar ian state.- 

The value of education t o  both t he  student and the  family may seem t o  
be economic, but i ts  r e a l  use is i n  the  soc i  1 value of the  process, not 
its f inanc ia l  re turn i n  terms of salaries.- 579 Education may be a necessary, 
but not  su f f i c i en t ,  means t o  hj.gher l eve l  success. Korean education is aa 
a whole not  economically functional,  f o r  there  is  a g rea te r  posi t ive  rate 
of re turn t o  physical capital.58/ The low r a t e  of re turn t o  education, a s  
the Harvard study states, is inevi table  because of the  attempt t o  hold down 
the s a l a r i e s  of workers. I n  s p i t e  of t h i s ,  it is a r a t i ona l  investment i n  
terms of soc ia l  p r e s t i g e . z /  Thus the  socia l  r a t e  of re turn  is  c r i t i c a l ,  
not t he  sa la ry  levels .  This i s  both t rue  for  teachers and students. Korea 
has been able  t o  a t t r a c t  a great  many male primary teachers due t o  pres t ige  
i n  s p i t e  of comparatively low pay.60/ 

I f  the individual 's  d i r ec t  economic re turns  t o  education have been 
f inancial ly  low, what about the  re turns  t o  deveLopment more generally? 
The s tud ies  indicate  t ha t  there  is a posi t ive  re la t ionship between education 
and economic rowth, but t ha t  there  a r e  more convincing explanations for  
such growth.& The argument tha t  Korean education responded t o  increased 
opportunit ies i n  the  economic sphere by providing trained manpower does 
not hold up. Education expanded before economic growth became a relevant 
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factor .  The explanation t h a t  a t ra ined technical  corps of labor was 
avai lable  f o r  economic a c t i v i t i e s  is a l so  only p a r t i a l l y  t rue ,  f o r  t he  
spec i f i c  s k i l l s  taught i n  the  school system were not  d i r ec t l y  germane t o  
economic needs. The, explanation seems t o  be t h a t  what was important i n  
education was not what was taught, but r a the r  the  s t ruc tu r e  of the schooling 
process, the  ndher nce t o  ru l e s ,  self-discipline,  the  importance of time, 

627 and competition.- 

I n  s p i t e  of the expansion of the  educational system, it  s t i l l  r e t a in s  
its e l i t e  character a t  the  top. Thus, Seoul National University supplies 
about 35 percent of higher c i v i l  servants and publ ic  en te rpr i se  managers, 
and 25 percent a£ entrepreneurs. About half  of t he  second generation of 
leaders  of the  conglomerates (zaibatsu o r  chaebol) a r e  a l so  graduates.-of 
Seoul National university.!% Students are "aog )- ransformed by the  educa- 
t i o n a l  process, a s  they a re  'chartered' by it."> 

A provision of the  Korean const i tu t ion ipula ted compuPsory education 
65f There a re  incessant was t o  be f ree ,  but t h i s  has not been true.- 

f inanc ia l  demands of a formal and informal nature (some through a t u t o r i a l  
system tha t  i n  1980 was declared i l l e g a l  as the  Chun government attempted 
t o  el iminate the system. Informants i n  Seoul say t h a t  the  cos t s  of tu tor ing 
have a s  a r e s u l t  gone up. Where tutoring previously could be done ic groups, 
because of the  ed ic t  it must be carr ied out privately.)  Family cos t s  f o r  two 
children i n  school run between 5 and 30 percent of income.%/ 

Korean education is open a t  the bottom of the pyramid, and there  seemsto 
be equal access throughout the country. It becomes comparatively r e s t r i c t ed ,  
however, a t  the top.=/ I f  regional  discrimination does not  seem t o  e x i s t ,  
there  a r e  some c l a s s  d i s t inc t ions  a s  the system progresses, a s  the be t t e r  
schools a r e  i n  the cap i ta l .  (Thus c i v i l  servants a r e  of ten re luctant  t o  
take t h e i r  famil ies  on provincia l  assignments.) 

There i s  increasing d i s t r u s t  of government the  higher up the  educational 
ladder one climbs.=/ Students a t t r i b u t e  l e s s  legitimac;~ t o  the (Park) 
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government the  more education they a t t a i n ,  according t o  some s t u d i e s  .E/ 
Other s t u d i e s  i n d i c a t e  t h a t  middle and high school graduates were the  most 
d iscontent ,  a s  the  graduates of e l i te  i n s t i t u t i o n s ,  coming from t h e  e l i te  
c lasses ,  could manipulate the  system t o  a t t a i n  t h e i r  goals.  A t  t h e  h i  h r 709 l e v e l s ,  s tudent  d iscontent  is n o t  unorthodox, bu t  r a t h e r  conservative.- 
The government has used the  educational  system t o  i n s t i l l  p o l i t i c a l  orthodoxy, 
but  the re  a r e  growing tensions. "We would p r e d i c t  t h a t ,  wi th  continued 
expansion of education, the  Xorean government must a l s o  continue t o  be 
repress ive ,  o r  permit a fundamental change i n  p o l i t i c a l  s t r u c t u r e  ."E/ 

Overal l ,  then, education d i d  p lay  an  important r o l e  i n  Kcrea's 
economic develcpnent, but  "it d i d  t h i s  pr imar i ly  by a s s i s t i n g  a s t rong  

t172/ g0vernmer.t w i t h  modernizing p o l i c i e s  t o  impose i ts  w i l l  upon t h e  nat ion.  - 

There are, perhaps, ambiguous lessons  from the  Korean educa t iona lex-  
perience.  The growth of primary education has  been of importance t o  Korea, 
but  t h e  content  has  been p a r t i c u l a r l y  geared t o  the  p o l i t i c a l .  and s o c i a l  
requirements o f  t h a t  soc ie ty  a s  determined by its governments. American 
ass i s t ance  t o  educational  reform the re  h a s  not  succeeded i n  its at tempts 
t o  incu lca te  American values. The concentrat ion of U.S. a s s i s t ance  i n  
education,  inso fa r  a s  it dea l s  with the  formal system, might w e l l  be l imi ted  
t o  s c i e n t i f i c  and mathematical f i e l d s .  which althounh not  value-free. a t  l e a s t  o f f e r  
g rea te r  p o s s i b i l i t i e s  fo r  continued implementation a f t e r  p ro jec t  completion. 
The d r ive  fo r  education i n  Korea has been s o  s t rong t h a t  even t h e  government 
invested l e s s  i n  it than many other  s o c i e t i e s .  Thus, the  Korean case may 
no t  be a model. A I D  might consider education not  only a s  a development 
p r e r e q u i s i t e ,  but  a l s o  a s  an investment i n  some s o c i a l  mobi l i ty ,  and thus 
important i n  equ i ty  terms. 

X. POPULATION, HEALTH, AND URBANIZATION 

Although the  volume on population h a s  not  ye t  appeared, some a t t e n t i o n  
is given t o  the  i s s u e  i n  the  summary volume. O f f i c i a l l y  Korea's family 
planning program did  not begin u n t i l  t h e  e a r l y  1960s. Syngman Rhee was 
personally opposed t o  family planning, perhaps because he viewed South 
Korea i n  competition with the  North and t h a t  a l a r g e r  population could 
support a bigger army (even though the  South had almost double t h e  popu- 
l a t i o n  of the  North) .C/  Family planning programs could no t  begin u n t i l  
a f t e r  Rhee was overthrown. I n  s p i t e  of t h i n  delay, t h e  rate of expansion 
of the  population began t o  drop before t h e  o f f i c i a l  inauguration of such 
e f f o r t s .  Abortion was not  legal ized  u n t i l  1973, but it had been common 
fo r  many years. Perhaps the  r e l a t i v e  e q u a l i t  of income d i s t r i b u t i o n  
contr ibuted t o  lowering aggregate f e r t i l i t y . &  Korea has  one of t h e  most 
successful  family planning programs i n  the  world. 

6 9 - ' ~ c ~ i n n  e t  al . ,  Educational Development i n  Korea, p. 216. 

C11bid . ,  pp. 240-241. 

l l l ~ a s o n  e t  a l . ,  The Economic and Soc ia l  Modernization of the  Republic 
of Korea, p.  386. 



Publ ic  hea l th  expenditures have been a very minor element i n  Korea,, 
and of a l l  t h e  s o c i a l  services ,  t h i s  seems t o  have been tlw l e a s t  developed. 
I n  1973 expenditures averaged about $1.33 pe r  cap i t a ,  o r  &bout t h e  same a s  
Burma but  more than t h e  Phi l ippines  ($1.06). I n  con t ras t ,  Thailand spent  
$2.45 pe r  cap i t a ,  Japan $5.45. and Malaysia $7.18.751 Korea has  very 
sophis t ica ted  and w e l l  t r a ined  h e a l t h  personnel,  but  they a r e  l a r g e l y  i n  t h e  
cu ra t ive  f i e l d  and i n  t h e  p r i v a t e  sec tor .  P r i v a t e  pharmacies play an  
important, unquantified r o l e  i n  the  country 's  widespread hea l th  services .  
A volume on h e a l t h  had been planned f o r  t h e  s e r i e s ,  but  i t  was l a t e r  
abandoned. 

Urbanization has  proceeded i n  Korea a t  a s  r ap id  a rate a s  i n  any country 
i n  t h e  world* l a r g e r  thim a c i t y  state.= The reason o r  t h i s  i s  e s s e n t i a l l y  
economic, although o the r  f a c t o r s  had some influence.- 77f (The d e f i n i t i o n  
of "urban" i n  Korea is a c i t y  of 50,000.) The volume notes: "Korean 
urbanizat ion has  begn a g r e a t  success s t o r y  during the  t h i r d  quar t e r  of t h e  - 
Twentieth Century. "fil That conclusion must be cz l l ed  i n t o  question, f o r  

F 

t he re  is l i t t l e  evidence t h a t  a s ide  from rate and percentage of urbanized 
population, t h e  q u a l i t y  of urban l i f e  warrants  t h i s  appellat ion.  The - 
volume c i t e s  severe problems of both water and air  pol lu t ion ,  and comments 
t h a t  the re  must have been adverse e f f e c t s  on t h e  hea l th  of t h e  popu la t ion .E l  
It i s  evident  from other  sources t h a t  t h e  Korean government had been warned 
about poss ib le  environmental e f f e c t s  of heavy i n d u s t r i a l  concentrat ions 
i n  urban areas,  and it chose t o  ignore, and even suppress, such 

- 

information. Perhaps, although it is  no t  c l e a r ,  t h e  authors considered 
urbanizat ion successful  because of i ts  contr ibut ion  t o  economic development, 
although it could be argued t h a t  unlimited speculat ion i n  land (Seoul p r i c e s  
rose  2,610 times from 1963 t o  1974) forced p r i c e s  up, thereby fue l ing  i n t e r n a l  
i n f l a t i o n  and making Korea less competitive on t h e  world m a r k e i . g l  There 
has been general ly competent management of urban administrat ion,  but  the  reasons 
may rest not  with t h e  management system, but  r a t h e r  i n  the  process of s o c i a l  
cont ro l ,  d i sc ip l ine ,  c u l t u r a l  p rac t i ces ,  o r  some combination of a l l  three .  
The quest ion of urban management i s  ignored i n  t h i s  study. There is a l s o  a need 
f o r  study of t h e  e f f e c t s  of apartment l i v i n g  on changing s o c i a l  and economic 
pat terns .  The growth of apartments has  probably been the  s i n g l e  major housing 
change i n  Korea. The f inancing of such housing and t h e i r  operat ion deserve 
se r ious  scrut iny ,  and t h i s  is no t  done i n  t h i s  volume. Urbanization an< - 
Urban Problems i s  the  l e a s t  s a t i s f y i n g  volume of the  s e r i e s .  

X I .  INCOME DISTRIBUTION 

There seems t o  be general  agreement among t h e  authors o f  the  Harvard 
s tud ies ,  a s  w e l l  as other  w r i t e r s  on Korean development;, t h a t  i n  comparative 
terms Korea has not witnessed the growth of t h e  degree of income inequa l i ty  

l ~ b i . d .  p 405. 

zl~ills and Song, Urbanization and Urban Problems, p. 7. 

Z11bid . ,  p. 28. 

z11b id .  , p. 175. 

%bid. , p. 79. 

E'1bid. , p. 105. 



t h a t  has occurred, o r  was prevalent, i n  many other  soc ie t i es ,  including some 
with a reputation f o r  s t rosg  ega l i t a r i an  programs. "Growth appears not  t o  
have caused ser ious  d i s p a r i t i e s  i n  an income d i s t r i  u t ion  t h a t  has been ? remarkably ega l i t a r f  an f o r  a developing country ."81 

The stress on the  cokparative aspects of Korean income d i s t r ibu t ion  i s  
evident throughout the volumes. I f  t he  s t a t i s t i c s  have va l i d i t y ,  comparative 
Gini  coef f ic ien t s  fo r  t he  period 1971-73, Korea was 0.36 (1971), the  Phil ippines 

- 
0.49 ( l97l) ,  Malaysia 0.52 (l97O), Thaila.ld 0.40 (lWQ), S r i  Lanka 0.35 (l973), 
Tanzania 0.50 ( l a t e  '60s), and Costa Rica. 0.44 (1971) .El Korea thus comes out 
qu i t e  w e l l ,  but Gars; than Japan (0.29), and Taiwan (0.28). 

I f  Korea is perceived t o  have more ega l i t a r i an  income d i s t r ibu t ion  
than many, how did  t h i s  happen i n  a socie ty  very hierarchical  i n  s t ruc ture  
and i n  which many have grown r i c h  a s  a r e s u l t  of t he  sslccessful export 
drive? Aside from the massive adjustment i n  the  grain  pricing po l i c i e s  
of the  ea r ly  1 9 7 0 ~ ~  it was no t  a r e s u l t  of a growth strategy.  I n  f a c t ,  
the  Korears have no t  discourzged economic concentration i n  terms of its 
export performance (they gamble where the  odds i n  t h e i r  favor a r e  greatest-- 
on the  successful conglomerates), nor i s  the  tax s t ruc ture  designed t o  
r ed i s t r i bu t e  income. The reasons l i e  i n  the  following: 

-- r e l a t i v e  homogeneity of the  society,  where there  a re  no especia l ly  
disadvantaged groups or  regions t o  a degree severe enough t o  change 
s t a t i s t i c s ;  

-- land reforms; 

-- destruction o f . a s s e t s  during the Korean War; 

-- access t o  education; and . 

-- high l i t e r a c y . g /  

~ ' K . s .  K im and Roemer, Growth and S t ruc tura l  Transformation, p. 154. 

82/Ibid., p. 163. I n  Gini coeff i c i e n t s  0.00 is complete equali ty,  1.00 
i s  compzete inequali ty.  It should be noted t h a t  i f  a nation has u 
Gini coeff ic ient  of 0.35, t h i s  indicates  t h a t  the  lowest 40 percent 
of the  population receives about 11.5 percent of the  benef i t s  of 
society.  Such a coeff ic ient  is prevalent, and should not be considered 
a matter of great  equali ty.  It is  common, but not desirable.  Indeed 
i t  is a l so  inaccurate in  the Korean context, a s  w i l l  be noted below. 



Also important w a s  t h e  c rea t ion  of a n a t i o n a l  labor  market t h a t  overcame 
regional  d i f f e rences  and i s o l a t i o n .  I n  f a c t ,  some argue t h a t  growth, ins tead  
of worsening income d i s t r i b u t i o n ,  may have improved it. For example, because 
of spectacular  increascc !n r e a l  e s t a t e  p r i c e s  and because 69 percent  of 
housing is owner-occu?lic.'. the  increase  i n  land values  may have decreased 
concentrat ion of w e a 1 t h . a  This  seems dubious, given the  f a c t  t h a t  t h e  
urban population is over ha l f  t h e  population, and much of urban housing i s  
under a "key money" (chonse) system t h a t  cannot be considered ownership. 

There a r e  obvious d i s p a r i t i e s  of wealth among and between t h e  urban 
and r u r a l  populations. I n  1975, s t a t i s t i c s  i n d i c a t e  r u r a l  household 
incomes w e r e  70 percent of urban per  c a p i t a  wages, although t h e  farmer 
and the  i n d u s t r i a l '  worker ' s wages were about equal .85/ Within t h e  r u r a l  
sec to r ,  t h e  poorest  40 percent  of farm households received 19 percent  of 
t o t a l  r u r a l  income, while t h e  r i c h e s t  t e n t h  got 25 percent.&/ 

I n  s p i t e  of what has obviously been good performance, t h e  Korean 
s t a t i s t i c s  on income d i s t r i b u t  on a r e  f l m e d ,  a s  they f a i l  t o  t ake  i n t o  
account incomes over $ 5 , 0 0 0 . ~ ~  This no t  only excludes t h e  major, and 
many of the  more minor, businessmen, but  a l s o  r e l a t i v e l y  senior  c i v i l  
servants ,  profess ionals ,  and academicians as w e l l .  How much d i f fe rence  a 
reca lcu la t ion  of the  d a t a  with these  f i g u r e s  included would make i s  not  
estimated i.n the  volumes. The entrepreneurship volume comments: the re  
was "a sust:ained annual r e a l  increase  i n  income of roughly 10 percent  both 
f o r  the  country and f o r  the  poorest  40 percent  of the  population. The f a c t  
t h a t  i n  t h e  process a r e l a t i v e l y  small number of individuals  benef i t t ed  
d ispropor t ionate ly  i s  i m  o r t a n t ,  but  secondary when viewing the  1961 t o  

d 8 /  1979 period a s  a whole. , 

The g,ap i n  the  s t a t i s t i c a l  d a t a  a t  t h e  higher end of t h e  s c a l e  and 
severa l  o ther  f a c t o r s  a r e  cause f o r  concern t h a t  t h e  s i t u a t i o n  h a s  o r  may 
change f o r  the  worse. There is growing d i s p a r i t y  between t h e  wages of b lue  
and white c o l l a r  workers, t h e  l a t t e r  r i s i n g  more quickly than the  forrner.89/ 
Although t h e r e  has been a very g r e a t  narrowing of the  gap between urban and 
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ru ra l  incomes since 1969, and thus income d is t r ibu t ion  has improved, i f  
business income i s  calculated (which essen t ia l ly  it is not) ,  then there  is 
a r i s i n g  trend of maldistribution.%l There a r e  a l so  some Tressures t o  
remove the  approximately three-hectare l i m i t  on ownership of agr icu l tu ra l  
land, and t o  separate ownership frcm operation. This would, i f  grain  
support pr ices  remain high, serve t o  increase the  average s i ze  of holdings, 
and thus production un i t s ,  maWng mechanization easier .  It would, however, 
very l i ke ly  increase the  discrepancies i n  r u r a l  incomes markedly, and 
indeed between the urban and r u r a l  sectors,  a s  l a rge  amounts of land would 
probably be bought by the  urban elite. 

A separate conclusion seems inescapable:: given the  highly sophist icated 
nature of economic t a l en t  i n  Korea and the remarkable completeness of the 
data t ha t  is avai lable  compared with other countries, the  enforcement 
capacity of the  government t o  co l l ec t  such data ,  and its record on implemen- 
ta t ion ,  the absence of data  on the upper income l eve l s  of the urban 
population can only be regarded a s  an i n t e ~ t t i s n a l  omission. Although the  
government did r a i s e  grain pr ices ,  thus improving equity i n  r u r a l  areas,  
they have done l i t t le  else. Th r e  has been no ser ious  e f f o r t  t o  red is t r ibu te  
income by taxing the wealthy.%T The re lease  of data  on the  wealthy segment 
of the population might be p o l i t i c a l l y  explosive. 

No Korean government, then, has viewed more equitable income d is t r ibu t ion  
or be t te r  access t o  services  a s  a primary goal i n  i t s e l f .  Education expanded 
because of public demand, not government expenditures. Public heal th  is 
s t i l l  severely limited. F ~ r a l  incomes have r i s en  because of p o l i t i c a l  
imperatives, ra ther  than soc ia l  consciousness. 

The volumes continuously make the point  t ha t  there  is l i t t le  conspic- 
uous consumption i n  Korea, a t  l e a s t  i n  comparison with many other soc ie t ies .  
This seems questionable. It i s  t rue  t ha t  excess wealth is often plowed 
back in to  productive investment and education, but even t o  the  casual 
observer the s t a t u s  symbols of the  r i ch  i n  Korea a r e  many and evident. 
The most prestigious d~dsigner names i n  c lothes  and accessories abound, 
R r  l e a s t  i n  Seoul, and the  immediate 3-uxtapssition of the very wealthy and 
the poor seems common. It i s  t rue  t ha t  t he  governments of both Park and 
Chun have cracked down on public signs of consumption i n  periodic campaigns, 
but each time the  e f f ec t s  seem ephemeral. The wealthy may put the  Mercedes 
i n  the garage f o r  a period, but it  finds its way onto the  road once again. 
It is t rue  tha t  there  i s  no exclusive walled enclave for  the  most wealthy 
i n  Korea, such a s  Forbes Park i n  Zbnila, But i f  there  is not a ccmmunal 
w a l l  shielding groups of the wealthy from the general population, behind 
each individual walled compound scat tered around Seoul there  a r e  the  
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obvious manifestations of high s t a t u s  and wealth, i f  not opulence. -The 
Koreans may be somewhat less flamboyant than others ,  both by t ra in ing  and 
by decree, but income d i s t r i bu t i on  is still a cause fo r  concern. 

X I I .  KOREA: SUI GENERIS OR GEHERIC? LESSONS FROM KOREA 

The widespread publ ic i ty  of the  Korea experience in generating se l f -  
sustained growth and a successful  economic development program has n ~ t u r a l l y  
prompted the  searcn t o  determine whether Korea should be a model t o  be 
emulated by the developing nations and t he  donor community. To what degree 
is t h i s  j u s t i f i ed?  There is, a s  i n  so many f i e l d s ,  a polar izat ion of views. 
Some would l i k e  t o  apply the  Korean experience "whole cloth" t o  other 
socie t ies .  On the  other hand, the  modernization study speculates, "It is  
tempting t o  hazard a guess t h a t  Korea has developed because it is  occupied 
by ~oreans."% It then dismisses t h i s  pos i t ion  i n  l i g h t  of the  obvious 
economic stag-..&ion t h a t  was prevalent i n  the  Yi Dynasty. Yet the  question 
remains: To what extent  were the successful  policy f~onrmlation beginning 
i n  the  i960s, the energetic and e f fec t ive  bplementat.ion e f f o r t s ,  policy 
pragmatism, rap id i ty  of response t o  opportunit ies and c r i s e s ,  l i t e r acy ,  
and the  incentives and punishments--both soc i a l  and economic--a product 
unique t o  the  Korean experience? Alternatively,  one could broaden the  
question and ask t o  what degree, given the successful  developmental e f f o r t s  
of Japan, Taiwan, and Singapore, was it a r e s u l t  of a Sinit ic-oriented 
cul ture ,  one based on a personal and soc ia l  philosophy operating i n  a 
atrongly hierarchical  soc i a l  s t ructure?  

Clearly these questions cannot be eas i ly  answered. They a r e  too 
complex t o  allow s impl i s t i c  treatment, and our instruments of analysis  a r e  
not ye t  su f f i c i en t l y  f i ne ly  tuned t o  satisfy the  knowledgeable skeptics.  
Even i f  they could be t rea ted  with a degree of authori ty,  the causal 
re la t ionships  might not  be evident. Socie t ies ,  a f t e r  a l l ,  a r e  no t  laborator ies  
allowing controlled experiments. Y e t  i t  would be injudicious not t o  draw 
whatever t en ta t ive  conclusions seem possible from the wealth of data avai lable  
i n  order t o  continue t o  t e s t  them, even i f  the  causal  re la t ionsh ips  remain 
ind i s t inc t .  

A. The S i n i t i c  Socie t ies  

The issue of the uniqueness of the  Korean experience w i l l  be discussed i n  (r 6- : 
l a t e r  paragraphs, but f irs:  a t t en t i on  should be given t o  the  performance of the 
S i n i t i c  socie t ies .  

Certain observations can be made about the Sino-centric soc ie t i es .  
Generally successful implementation a t  the microeconomic l eve l  and the  
macroeconomic growth f igures  i n  a l l  of these soc ie t i es ,  (including the  
People's Republic of China with i t s  specia l  population problems), indicate  
a pat tern  t ha t  can3ot be ignored, whatever i ts  causes. It I s  patently 
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imprudent t o  dismiss the f a c t  t h a t  the  most successful growth r a t e s  among 
developing c o u ~ t t i e s  i n  the  world (aside from those exporting petroleum) 
occurred i n  these nations with a similar cu l tu r a l  heri tage.  Such a f a c t  
cannot be ascribed t o  chance. 

A t  the  sector l eve l ,  it i s  relevant t o  examine such datum a s  agri- 
cu l tu r a l  production per hectare and ask why, i n  s p i t e  of obvious climatic 
disadvantages, Korea, Japan, and Taiwan have done so w e l l .  Further, why 
were the  family planning programs i n  those countries, as well  es Singapore, 
sc srrccessful so ear ly  compared t o  so  many other  nations where progress has 
been so  slow. A l l  of these soc i e t i e s  are highly literate, comparatively 
urbanized, ' and have author i tar ian p o l i t i c a l  systems (aside from ~ a ~ h )  but  
whether these or  other factors  are causes o r  e f f e c t s  is unclear. The question 
can be extended. Why have the  overseas Chinese played such an important r o l e  
i n  Thailand, the  Philippines, Indonesia, and Malaysia? How much of t h e i r  
economic growth has been a r e s u l t  of Chinese entrepreneurship? Why have Koreans 
i n  t he  United States  succeeded both economically and academically? The sa l i en t  
f a c t  of a counnon cu l tu r a l  base remains a s  the  most plausible of the  explanations 
open t o  us today. Thus t o  ignore t h i s  is t o  f l y  i n  the  face of t he  meager da ta  
a t  our disposal. 

The above statements do no t  necessari ly mean tha t  economic development 
of the  intense and sustained nabire i n  ~ & e a  and i n  other S i n i t i c  cul tures  
cannot take place elaewherc, but  i t  does mean t h a t  Korea a s  a model must 
be t reated with grea? caution. Unfortunately fo r  donor administrators, 
re jec t ion  of a Korean, o r  any other s ing le  model f o r  t ha t  matter, together 
with the claim f o r  cu l tu r a l  spec i f ic i ty  i n  development policy and project  
design, complicates the  development p ic ture  i n  terms of the  inchoate need 
so many donors f e e l  t o  develop uniform administrat ive systems, programs, 
and development pract ices  tha t  can be applicable on a world-wide basis. 
It would no doubt simplify a l l  donor agencies i f  universally applica7,le 
solut ions  could be found. search should continue, but i t  is unlikely 
t ha t  there  is a pot of golden development policy a t  the  end of the  Korean 
or any other rainbow. 

The ''New Directions" and Korea 

One must attempt t o  explain the  discrepancies between the  Foreign 
Assistance Act of 1973, the  "New Directions," and the  Korean po l i c i e s  and 
practices.  Here, a s  noted e a r l i e r  i n  t he  paper, there  a r e  wide dilvergences. 
A d i s t i nc t i on  can be made, however, between those aspects of the  Act t ha t  
a r e  matters of policy formulation and a r e  l i k e l y  t o  e f f ec t  a nat ional  e f f o r t ,  
and those t ha t  are less s t ra teg ic ,  more questions of i n t en t  o r  concern. 

The growth of a f r e e  labor movement, f o r  example, is a matter of general 
American concern, and the  U.S. has attempted t o  fos te r  such movements both 
d i r ec t l y  on a union-to-union bas i s  and more obliquely through such mechanisms 
a8 AID. However desi rable  such associations may be, both as elements of a 
general American preoccupation with the  human condition and as a means t o  
improve development, they are not necessari ly cen t r a l  t o  a national ~ievelopwnt  
strategy.  The same may be said  for  a more e f f ec t i ve  and participattrry cooperative 



movement. I n  both cases i n  Korea these movements have been under s t r ingen t  
government control ,  the  former through manipulation of i ts  leadership and 
through ed i c t s  preventing s t r i ke s ,  the  latter a s  a d i r e c t  arm of the  govern- 
ment f o r  the purchase and storage of ag r i cu l t u r a l  commodities ani  +he supply 
of c r ed i t ,  seed, f e r t i l i z e r ,  pes t i c ides  and other commodities, as d e l l  a s  
en element of soc ia l  and p o l i t i c a l  control .  

Of a differen2 qua l i t a t i ve  nature,  however, is  the question of s t r e s s  
on the  agr icu l tu ra l  sector a s  the  engine of growth i n  society. This 
emphasis is a t  the  hear t  of AID policy, and seems based on d i s i l l u s ion  
with ea r ly  and ill-conceived i ndus t r i a l  development schemes i n  a var ie ty  of 
socie t ies .  I n  contras t  t o  the  "hard" s ~ c i e t i e s  of the  Confucian t rad i t ion ,  
the policy may have been formulated on the  example of the  "soft" soc ie t i es ,  
which a r e  of course such more numerous. It i s  t rue  tha t  nat ional  planners 
i n  a var ie ty  of countries,  both s o c i a l i s t  and competitive, adopted i ndus t r i a l  
programs not only because they followed what they thought t o  be a Western 
development model (no doubt egged on by technical  ass is tance from the West), 
but because they, a s  members of the elite, were more urban-oriented and looked 
askance a t  the  r u r a l  sector.  Perhaps they wished t he i r  country t o  look 
modern a s  well.  This feel ing may have been in tens i f i ed  i n  countr ies  emerging 
from a colonia l  pas t  where foreign control  of such indus t r i es  prompted 
heightened na t i ona l i s t i c  feelings.  

Should, then, AID'S po l ic ies  be reversed based on the Korean model? 
The Korea case proves t ha t  AID policy i s  not always germane, but  i t  does 
not demonstrate tha t  i t  may not of ten be r igh t .  Indeed, a s h i f t  i n  po l i c i e s  
is not warranted both because of the  obvious and growing food needs i n  the 
world (although the tension between aggregate production and individual  
equity is a separate and important matter) ,  and because a s ing le  example 
does not  make the  case. I n  the Korean context, industry could develop, 
among other reasons, because of an educated, mobile surplus of ag r i cu l t u r a l  
labor avai lable  t o  s t a f f  export-oriented indus t r i a l  complexes. However, 
t o  stem the t i d e  of urban migration, a re-evaluation of ag r i cu l t u r a l  pr ic ing 
po l ic ies  was necessary t o  fo s t e r  production t o  feed the i ndus t r i a l  labor,  
a s  well  a s  t o  meet in ternat ional  secur i ty  needs (a l lay f e a t s  of overdepen- 
dence on foreign grain and t o  counter North Korean propaganda), nat ional  
economic needs (lowering the growing s t r a i n  on foreign exchange reserves),  
and i n t e rna l  p o l i t i c a l  requirements a s  viewed by the  regime. 

The most t h a t  can be sa id ,  then, is tha t  the  A I D  policy of ass is tance 
t o  the r u r a l  sector  a s  the  primary focus of developmental a id  should be 
subject  t o  c lose  scrut iny on an individual  nation basis  t o  determine t h a t  
t h i s  policy makes developmental sense. For example, it  may be f a r  be t t e r  
developmentally f o r  Yemen t o  import her  gra in  needs now, and concentrate 
on some other engine of development (which of course she is doing with the 
export of labor) .  A monocultural exporting country might well  need t o  
divers i fy  i n t o  agro-industries. To set worldwide emphases may be adminis- 
t r a t i ve ly  sound, but universal  p rogrsmat ic  r i g i d i t y  is hazardous t o  
everyme's health. 



C. Land Reform 

The problem 
of the f r u i t s  of 
A s  w e  have seen, 

of equitable income d i s t r ibu t ion ,  or  a t  l e a s t  d i s t r i bu t i on  
development p ro jec t s ,  a l so  r a i s e s  profound policy problems. 
f o r  two decades following t h e  Korean War, the  Koreans 

opted f o r  an urban s t ra tegy t o  the  detriment of t he  r u r a l  population i n  
terms of income, and t o  the  nation i n  terms of production. It then reversed 
t h i s  policy, and by heavy subsidization of gra in  p r ices  was able  t o  achieve. 
more balanced income dis t r ibut ion.  

The c r i t i c a l  fac to r ,  the unart iculated ba s i s  t ha t  allowed t h i s  policy 
ro be qu i t e  equitable i n  its e f f ec t s ,  was land reform, a reform t h a t  
allowed greater  equali ty of income d i s t r i bu t i on  but was a l s o  r ed i s t r i bu t i ve  
of incame a s  well.  This occurred because of absolute expropriation of 
Japanese agr icu l tu ra l  land, and through the  v i r t u a l  expropriation of l a rge  
Korean landlords. There is no doubt tha t  it worked well. It is equally 
c l ea r  t h a t  without it income would have been very unbalanced, t o  say 
nothing of the  p o l i t i c a l  implications of maintaining the agrarian s t a t u s  
quo when North Korea had already carr ied out  its own land reform. 

The issue f o r  AID is: i f  AID is t o  continue its emphasis on r u r a l  
equity, should land reform be a necessary underpinning of r u r a l  programs? 
There have been few successful  land reform programs i n  the  world. I n  
addit ion t o  Korea and communist countries,  Japan, Taiwan, and Burma come 
to  mind. Other e f f o r t s  have been p a r t i a l  and uneven. P a r t i a l  reforms do 
not seem t o  have red i s t r ibu ted  income t o  any appreciable degree. The 
p o l i t i c a l  inpl icat ions  of such a policy would obviously have t o  be assessed 
on an individual  country basis ,  but i n  most cases l i c i t  i n  such a '% program is  the  red i s t r ibu t ion  of p o l i t i c a l  power an a l l  the  implications 
tha t  such an event would l i ke ly  mean i n  t h a t  pa r t i cu la r  context. It seems 
unlikely tha t  the U.S. could negotiate reforms with many established 
governments i n  such s i tua t ions ,  especia l ly  those regimes dependent upon 
ru r a l  elites f o r  t h e i r  hold over the  countryside. I n  many soc i e t i e s  w e  
should not delude ourselves t ha t  equitable r u r a l  incomes, even i n  small 
projects ,  can be achieved without land reform. We may wish t o  program i n  
such areas ,  but w e  w i l l  be o p e r a t i ~ g  a t  t he  margin. This needs recognition, 
a s  self-delusion i s  a cardinal  s i n  of foreign assistance.  

D. - Agricultural  Pricing Po l ic ies  and PL 480 

Two c lea r  lessons evolve from the Korean agr icu l tu ra l  experience. 
The f i r s t  i u  tha t  agr icu l tu ra l  pr ic ing po l i c i e s  a r e  c r i t i c a l  f o r  both 
improvement i n  r u r a l  incomes and i n  increasing yields.  This, no doubt, 
is an obvious comment, but it bears repeating because i t  is so of ten  
ignored a t  the p ro jec t  l eve l ,  of ten with disas t rous  r e su l t s ,  In t he  Korea 
case, both incomes and production could increase together because of the  
land reform base, but i n  other,  more inequitable,  soc ie t i es  a s  choice may 
have t o  be made between the tvo. There a r e  other  models, such as Burma, 
but there what the government lacked i n  p r i ce  supports i t  made up i n  
impl ic i t  coercion and government monitoring of production and sales .  



The second lesson is less obvious, b u t  perhaps more pa in fu l  f o r  AID. 
That is, Korea demonstrates t h a t  PL 480 can be  a s u b s t a n t i a l ,  and indeed 
c r i t i c a l ,  d e t e r r e n t  t o  reform of n a t i o n e l  g r a i n  p r i c i n g  p o l i c i e s .  I n  t h e  
p a s t ,  t h e  d e t e r r e n t  e f f e c t  of PL 480 both on p r i c e s  and on change of p r i c e  
p o l i c i e s  was o f t e n  overlooked. There is  l i t t l e  doubt t h a t  inadver tent ly  
PL 480 i n  Korea had a rep ress ive  e f f e c t  on Korean a g r i c u l t u r a l  pol icy  and 
performance, no matter how u s e f u l  i t  may have been i n  generat ing l o c a l  
currency. It is i r o n i c  t h a t  PL 480 has  o f t e n  been supplied t o  provide 
counterpar t  l o c a l  currency s o  t h a t  AID could p lan  and implement development 
p ro jec t s .  Thus AID h a s  provided one type of a s s i s t a n c e  (PL 480) t o  be 
a b l e  t o  supply a second type  (cievelopment p ro jec t s ) .  One i inpl icat ion i s  
t h a t  i n  t h e  shor t  run PL 480 was provided t o  keep AID i n  business I n  t h a t  
country, although t h e  long-term goals  may have been admirable. 

E. U. S . "Leverage" 

The i s s u e  of a g r i c u l t u r a l  p r i c ing  p o l i c i e s  and PL 480 l eads  t o  a t h i r d ,  
more gener ic ,  issue:  t h e  ques t ion  of U.S. "leverage" i n  economic ~ l a n n i n g ,  
p o l i c i e s ,  and p ro jec t s .  When Korea was e s s e n t i a l l y  a "c l i en t  s t a t e "  i n  t h e  
19509, dependent on t h e  U.S. m i l i t a r i l y  and economically, when economic 
planning and p o l i c i e s  were formulated by j o i n t  Korean-U.S. teams, and when 
a major po r t ion  of t h e  na t iona l  budget was dependent on U.S. a s s i s t ance ,  t h e  
U.S. w a s  a b l e  t o  e x e r t  l i t t l e  leverage over Korean po l i c i e s .  P ro jec t  des ign  
could be changed through t h e  amounts of fore ign  a s s i s t a n c e  provided, but  
it was very d i f f i c u l t  t o  change policy. Why? 

The answer t o  t h i s  ques t ion  l i e s  i n  U.S. i n t e r n a l  po l i c i e s .  PL 480 
is j u s t  one example of d i r e c t  competition between t h e  Department of Agri- 
c u l t u r e  and A I D ,  as t h e  Department of Agr icul ture  has  been under a mandate 
t o  dispose of U.S. g r a i n  s u r p l u s ~ s .  Other i n s t i t u t i o n s  t h a t  are sources 
of p o t e n t i a l  s t r e s s  inc lude  t h e  Department of S t a t e  ("change w i l l  send a 
s i g n a l  ...I1), t he  Department of Defense, Commerce, Treasury, and o thers .  
I n  t h e  Korean case,  s e c u r i t y  condi t ions  predominated, thus  Rhee's r eca l -  
c i t r a n c e  t o  a d j u s t  t he  exchange rate o r  make o t h e r  reforms was always 
sub jec t  t o  overr iding s e c u r i t y  considerat ions.  Foreign l eade r s  a r e  q u i t e  
a s t u t e  and can e f f e c t i v e l y  play upon these  divergent  i n t e r e s t s  of t h e  U.S. 
government i n  any country a t  any one time. After  a l l ,  t he  United S t a t e s  
t a l k s  about f o s t e r i n g  p l u r a l i s t i c  cen te r s  of power, and i n  our own soc ie ty  
t h a t  p lura l i sm i s  mirrored i n  pressures  on fore ign  ass is tance .  The argument 
t h a t  a l a r g e r ,  more d i v e r s i f i e d ,  fore ign  a s s i s t a n c e  program in  any country 
w i l l  l ead  t o  g rea te r  inf luence  over development o r  economic pol icy  formulat ion 
has  not  general ly been demonstrated. It may se rve  U.S. na t iona l  needs, but  
it  should not  be j u s t i f i e d  a s  serv ing  developmental ones. 

The magnitude of U.S. a s s i s t a n c e  i n  a s e c t o r  o r  p ro jec t  has  o f t e n  been 
j u s t i f i e d  i n  terms of "buying a s e a t  a t  t he  table."  Whether t h i s  form 
of modified leverage is j u s t i f i e d  depends on l o c a l  circumstances, but  i t  
should be subjected t o  sc ru t iny  and t r ea ted  with a degree of scepticism. 
The leverage quest ion i s  one t h a t  should be c a r e f u l l y  analyzed i n  formulat ing 
a s s i s t a n c e  l e v e l s  before it is autcmat ica l ly  accepted. It i s  espec ia l ly  
vulnerable  i n  programs t h a t  a r e  predominantly p o l i t i c a l  i n  not ion,  such as 
those  included under Economic Support Funds. 



F. The Continuity of U.S. Assistance 

An important lesson drawn by the Harvard group is the  need f o r  continuity 
of development ass is tance e f fp r t s .  I n  1963 o r  1964, Korea was regarded a s  
a s  "basket case". The Koreans accused themselves of having a "mendicant 
mentality," a lvsys  on the  dole. AID  o f f i c i a l s  i n  t h a t  period talked pr ivate ly  
about pouring money down the Korean rathole.  Had secur i ty  considerations 
not  prevailed, the  U.S. might have backed off  from Korea a t  t h a t  time. 
Indeed, the  United S ta tes  began t o  lower Korean dependence on the  U.S. 
(hoping t o  s h i f t  pa r t  of the burden onto Japan a f t e r  normalization i n  1965), 
and began n campaign of i n s t i l l i n g  confidence i n  the  regime tha t  development 
was possible. This i n  i t s e l f  may have been an important unart iculated 
contribution t o  the  development process. The na t i ona l i s t i c  nature  of the  
government, however, and the need fo r  legitimacy (see below) encouraged 
t h i s  a t t i t ude ,  which quickly, f o r  reasons discussed elsewhere i n  t h i s  paper, 
turned hopes i n t o  r ea l i t y .  

The Harvard group believes t h a t  donors should not give up too quickly. 
Perhaps the other  s ide  of the  coin i s  the  i s sue  of fads i n  development 
theory and pract ice;  fads evolving from, i n  t h i s  case, American needs, not - 

foreign circumstances. To sell a foreign ass is tance program t o  the Congress, . 
f o r  each new administration t o  f ee l  t ha t  it has  made its mark, and indeed 
f o r  each new mission d i rec tor  t o  have h i s  o r  her place i n  h i s to ry ,  each 
wants something new. This not only r e f l e c t s  bureaucratic and personal 
needs, but  i t  may a l so  r e f l e c t  an American problem--a short  a t t en t ion  span 
on issues  so complex tha t  they have no c l ea r ,  easy, or  technological 
solution.  The U.S. needs staying power a t  a l l  levele. 

G. The P r i o r i t y  of Economic Policy and Legitimacy 

In  t h e i r  s tudies ,  the  Harvard team notes t h a t  a developing nation 
needs t o  accept economic development a s  a high pr io r i ty .  Expanding on 
t h i s  concept, the  s tudies  point  out t ha t  the legitimacy of the Park 
government, having come to  power i n  a mi l i t a ry  coup--an event both ra re ,  
i f  not  unprecedented, and inappropriate i n  Korean his tory  and cul ture ,  
and an anathema t o  the Confucian-oriented e l i t e  and literati--had i t s  
legitimacy grounded i n  economic performance. The legitimacy of the Chun 
regime may turn  out t o  be qu i te  similar .  A s  a r e su l t ,  economic development 
received the  high p r io r i t y  a t t en t i on  of the president personally, and i n  
t ha t  type of society,  the bureaucracy responded with a l ac r i t y .  

Although typologies can be s impl i s t i c  and even misleading, it may be 
possible t o  categorize governments i n t o  those t h a t  derive t he i r  legitimacy 
from economic development (such a s  Park's) ,  and those tha t  derive it from 
independence struggles,  nationalism (for  example, Rhee, i n  Korea; Sukarno, 
i n  Indonesia; Kenyatta, i n  Kenya; U Nu, i n  B u m ;  etc.),  e t hn i c i t y  o r  
other factors .  Those tha t  belong t o  the  l a t t e r  category a re  l i ke ly  t o  
regard economic development a s  a ra ther  low p r i o r i t y  i n  terms of the  main- 
tenance of t h e i r  power, the cardinal  focus of most governments, and thus 
development po l ic ies  may be neglected. 



H. Focus on the Economy a s  a Whole L 

The Harvard s tud ies  note asother important lessoc, t.e., the  need I 
to focus a t t en t i on  on t he  economy a s  a whole r a the r  than on individual  
sec tors  o r  on a par t i cu la r ly  disadvantaged group. An example is the 
trade unions i n  Korea. They were regimented and could not s t r i k e ,  but  a s  - 
the economy a s  a whole grew, wages did r i s e .  To have concentrated a t t en t i on  - - - 
on the urban worker or  other such segments of the society might no t  have 
been a s  productive. 

This concern f o r  a h o l i s t i c  approach t o  the  economy i s  substant ia l ly  
d i f f e r en t  from the  Country Development Strategy Statement a s  presently 
operational i n  AID. That document analyzes the poor, and then describes 
why they a r e  poor, and what could be done t o  help them. Had the  U.S. 
concentrated on the r u r a l  sector  i n  1965, with a l imited impact on policy, 
Korea's growth may have been more equitable e a r l i e r ,  Sut may not have 
grown so rapidly.  This point  leads t o  a r e l a t ed  problem--to concentrate 
on the  economy a s  a whole means essen t ia l ly  t o  concentrate on policy 
formulation. The Harvard s tudies  demonstrate t ha t  Korean policy formulation 
was i n  general probably no be t t e r  o r  worse than many developing soc ie t i es .  
What dist inguished Korea from other nat ions  i n  t h i s  regard was the  stress 
on implementation, which was very e f fec t ive  through a var ie ty  of means. 

The summary volume makes the opposite point ,  "It is  by no means t rue  
tha t  any less developed country by ado t i ng  a s imilar  s e t  of po l i c i e s  5 could achieve the Korean growth rate.113/ A lesson from the  Korean - 
experience may be, therefore,  t ha t  the rhe tor ic  of planning documents and 
po l ic ies  should be taken with a case, no t  a grain,  of s a l t  (e.g.: ~ a o u d ' s  - 
emphasis on the r u r a l  poor i n  Afghanistan about 1976 had l i t t l e  meaning), and 
more a t t en t i on  given t o  how nations implement t h e i r  plans. 

I. Tact ical  Lessons--The Positive-Sum Game 

The Harvard s tud ies  draw some t a c t i c a l  lessons from Korea as w e l l .  
Too often foreign a id  i n  a phase-down or  phase-out mode i s  involved i n  a 
zero-sum game, ra ther  than a much more preferable positive-sum one. That 
is, the  donor, t o  e l i c i t  more support f o r  p ro jec t s  from the  host  government, 
says i n  effect :  i f  you do more, we w i l l  do l e s s .  This i s  dest ruct ive  of 
the re la t ionship  between the two nationse What might be required f o r  
specified periods is f o r  the donor t o  do more i f  t);e rec ip ien t  a l s o  does 
more. This is  l i ke ly  to  produce a more favorable response a t  the project  
level ,  and a l so  generally be t t e r  governmental re la t ions .  Thus, a phaoe- 
out program might involve higher l eve l s  of support f o r  a short  period. 
This i s  not the normal pa t te rn  of ass is tance a s  practiced by AID,but one 
t ha t  might w e l l  be considered. 



J. The Effect iveness of U.S. Technical Assistance and Training 

How e f f e c t i v e  has U.S. technica l  a s s i s t a n c e  been? During t h e  panel  
d iscuss ions  held on k ~ r i l  24, 1981, no o v e r a l l  conclusions were drawn by 
t h e  Harvard group. Y e t  i n  reviewing t h e  volumes, i t  i s  probably f a i r  
t o  say t h a t  i t  was more e f f e c t i v e  a t  t h e  p r o j e c t  l e v e l  than i n  policy 
formulation. It was a l s o  b e t t e r  i n  h ighly  spec ia l i zed  f i e l d s  than on 
broader i ssues ;  f o r  example, i n  advisory s e r v i c e s  on i n t e r e s t  r a t e  reform 
i n  t h e  1960s. I n  o ther  a reas ,  i t  was of marginal u t i l i t y ,  sometimes 
because fore igners  did n o t  understand what might be done wi th in  t h e  Korean 
context .  I n  education, the re  was ignorance of ~ o r e a ' s  r e a l  problems a t  t h e  
elementary l eve l .  Also, i n  higher education U.S. a s s i s t a n c e  f a i l e d  t o  meet 
Korean needs ,941 

Early e f f o r t s  a t  educational  reform such as decen t ra l i za t ion  of 
educational  planning, more l o c a l  involvement, teacher t r a in ing ,  democrati- 
z a t i o n  of education, and e f f o r t s  a t  community development i n  t h e  1950s 
b a s i c a l l y  disappeared with l i t t l e  t r ace ,  and seem t o  have no o r  l i t t le  
inf luence  on policy.  Spec i f i c  p ro jec t s  may have worked, however. (An 
untouted success was t h e  Peabody College technica l  a s s i s t ance  i n  l i b r a r y  
t r a in ing ,  t o  p ick  an example f r ~ m  personal  memory.) Since the  team noted 
t h a t  Korean economic planning was about average, and t h a t  fore igners  
cons tant ly  underestimated Korean p o t e n t i a l ,  t h e i r  advice  was p o s i t i v e  i n  
terms of encouragement, but otherwise of l imi ted  import. 

Much more important than the  technica l  a s s i s t a n c e  i n  education i n  
Korea was the  t r a in ing  of Koreans abroad. The numbers who went f o r  both 
s h o r t  and long-term t r a i n i n g  under A I D  auspices i s  unclear ,  but  i t  was 
i n  the  thousends, mostly t o  the  United S ta tes .  Thousands of Koreans were 
a l s o  t ra ined by the  U.S. m i l i t a r y  i n  t h i s  country, and add i t iona l  thousands 
went with t h e i r  own family ' s  funds ( thus  t r a n s l a t i n g  t r a d i t i o n a l  e l i t e  
s t a t u s  i n t o  modern p res t ige ) .  Perhaps t h i s  was t h e  most s i g n i f i c a n t  
cont r ibut ion  of the  United S t a t e s  t o  Korea i n  t h e  form of technica l  a s s i s -  
tance. Its contr ibut ion  t o  Korean development, however, i s  undocumented i n  
the  Harvard s tud ies .  

This  deficiency i n  the  s tud ies ,  a s  w e l l  a s  o the r  omissions, may be 
t raced i n  p a r t  t o  t h e  organiza t ional  s t r u c t u r e  o f  t h e  volumes. S tudies  
t h a t  were conceptualized d i f f e r e n t l y ,  such as ones devoted t o  technica l  
t r a in ing ,  technica l  a s s i s t ance ,  t h e  r o l e  of  t h e  mi l i t a ry ,  might have been 
useful  supplements t o  t h e  more t r a d i t i o n a l  s e c t o r a l  approaches t h a t  have 
appeared. 

K. The Role of Foreign Assistance 

Could the Koreans have achieved the  development successes they d i d  
without t h e  U.S.? The answer is probably "yes" af ter the  trauma of t h e  Korean 
War and t h e  e a r l y  recovery period, but  a t  a slower r a t e .  The r o l e  of t h e  
U.S. was c r i t i c a l  t o  t h e  survival  of Korea from 1945 t o  1960, let alone f o r  
its cont inui ty  a s  an independent na t ion .  After  t h a t ,  U.S. a s s i s t a n c e  was 
use fu l  but  peripheral .  I n  f a c t , a s  development proceeded a t  a rapid  r a t e ,  
U.S. fore ign ass i s t ance ,  which had long ges ta t ion  periods f o r  p ro jec t s ,  was 
a r e t a rd ing  f a c t o r  on Korean performance, an i n t e r e s t i n g  commentary on 
fore ign ass is tance .  I n  addi t ion ,  it can be s a i d  t h a t  although Japanese 

E I ~ c ~ i n n  et al . ,  Education and Development 5.n Korea, p. 97-98. 



publ ic  and pr ivate  ass is tance was impcrtant t o  Korea a f t e r  normalization 
of r e l a t i ons  i n  1965, it  too was not the  determining fac tor .  The Koreans 
a t t a ined  the economic growth they have achieved basical ly  on t h e i r  own. 

L. Discontinuit ies i n  Development 

%/Mason e t  a l . ,  The Economic and Social  Modernization of the  Republic 
of Korea, p. 495. 

The Harvard study a l so  demonstrates t ha t ,  a s  it spec i f ica l ly  s t a t e s ,  
economic development, while i n  pa r t  dependent on p o l i t i c a l  fac to rs ,  is not 
t o  be equated with p o l i t i c a l  growth. I f  Korea can be considered an economic 
success, i t s  p o l i t i c a l  i n s t i t u t i o n s  and h i s to ry  ero, s t i l l  very much i n  - 
doubt. Development does not necessari ly progress i n  an even flow across 
d i sc ip l ines .  

The Harvard s tudies  continue: "We have argued tha t ,  during a period 
of rapid  economic growth, the  existence of an au thor i t a r ian  government 
accepting economic development a s  i t s  f i r s t  p r i o r i t y ,  able t o  maintain 
economic s t a b i l i t y ,  and capable of making d i f f i c u l t  economic policy decisions, 
and implem nting these decisions has been a pos i t ive  fac tor  i n  promoting 
g r o w t h . " d  That analysis  concludes on an ambiguous note: Whether 
government could maintain a s imilar  degree of author i ty  i n  an increasingly 
complex economy and society,  whether, i f  it did,  it  could s t i l l  be a 
generator of growth, or  whether, i f  author i ty  is  more broadly shared, the  
conditions of growth could s t i l l  be maintained a r e  not questions t h a t  we 
a r e  prepared t o  answer ."96/ 

This writer believes t h a t  the case fo r  au thor i t a r ian  governments has  
not beenproven. It i s  obviously eas ie r  t o  work i n  an atmosphere i n  which 
i n t e l l i g e n t  economic decisions can be made e f f i c i en t l y ,  but the  dangers 
of t h i s  process both a t  the time and i n  thg inevi table  fu ture  t r ans i t i on  
t o  a new leadership a r l  so g rea t  tha t  an author i tar ian model is more 
suscept ible  to  in te rna l  pressures from e i t h e r  the  r i gh t  or  the l e f t .  

There was no s ing le  explanation f o r  Korea's economic success. One of 
the Harvard s tudies  somewhat equivocates: "Any single-factor theory of 
development is  myopic, but  i f  one wishes t o  focus on a prime mover, then 
entrepreneurship is a l i ke ly  candidate ."z/ It was, however, not improvement 
i n  the i n t e r e s t  r a t e s  thereby mobilizing l oca l  cap i ta l ,  l i t e r acy ,  an expanded 
educational system, U.S. ass is tance,  o r  more r e a l i s t i c  exchange rates. Success - 

was a compilation of h i s t o r i c a l  fac to rs ,  pragmatic po l ic ies ,  e f fec t ive  
implementation, and foreign ass is tance among other things. Each was important 
but perhaps the  ge s t a l t  was greater  than the  sum of any of the individual 
components. 

97/ Jones and SaKong, Government Business and Entrepreneurship i n  - 
Economic Development: The Korean Case, p. 167. 



M. Korea a s  a Model fo r  Pr ivate  Sector Development? 

The current search i n  the  United S t a t e s  fo r  models of successful 
pr ivate  sector-led development of ten leads t o  Korea. A na tura l  assumption 
because of t he  magnitude of U. S. involvement, the  growth of Korean exports, 
and extensive Korean involvement i n  in te rna t iona l  contracting, the tendency 
to  proselyt ize  using the Korean case should be avoided. 

The Korean pr iva te  sector  experience is a very specia l  blend of 
government intervention and pr ivate  growth. With complete domination of 
a l l  the  c red i t  mechanisms, in te rna l  and external ,  by the  government, with 
i ts  a b i l i t y  t o  s e t  quotas fo r  export performance, t o  punish companies by 
denial  of c r ed i t  i f  these ta rge t s  were not m e t ,  t o  appoint and dismiss key 
s t a f f ,  t o  regulate  and control  a l l  business a t  even the  most modest l eve l ,  
and with a major share of investment (30 percent) i n  the public sector ,  
Korea is  anything but a model for private-sponsored growth. The development 
of an autonomous, powerful business community has not occurred i n  Korea, for  
such growth would have engendered the  pro l i fe ra t ion  of diverse centers of 
p o l i t i c a l  power, a s i t ua t i on  t ha t  no Korean government, c l a s s i ca l  o r  modern, 
a t  any stage i n  i ts  development was prepared t o  to lerate .  The Harvard 
s tudies  amply i l l u s t r a t e  the fo l l y  of using the  Korean model i n  extol l ing 
the advantages of p r iva te  sector  growth. I n  f ac t ,  it could be argued tha t  
the Korean model, i f  it demonstrates anything, shows tha t  government 
intervention i n to  the  pr iva te  sector has been a s  profound, pervasive, and 
a l l  encompassing as i n  many s o c i a l i s t  economies. A la issez-fa i re  economy 
it i s  not. 

N. Lessons From the Study 

I f  there  a r e  ambiguous lessons from the  Korea experience, then what 
lessons can we lea rn  from the process of doing the study i t s e l f ?  Here the 
lessons seem cletirer. One of the more generalizable lessons from the 
overal l  development experience i s  tha t  single-sector interventions without 
consideration of the  t o t a l  socioeconomic and poli t ico-cultural  milieu a re  
unlikely t o  have a major impact on the  society i n  the  manner o r ig ina l ly  
intended. So too, single-sector analyses o f ten  lack the breadth t o  provide 
clues a s  t o  what might work i n  other soc ie t ies .  The Harvard-KDI Korea 
s tudies  avoid t h i s  e r ro r  i n  large par t  by t he  broad scope of t he i r  analyses. 
Together they form what i s  probably the  s ing l e  l a rges t  and most comprehen- 
s ive  e f f o r t  t o  explore the development process i n  any society i n  the  world. 

These s tud ies  a r e  an important s t e p  i n  the c l a r i f i ca t i on  of the  devel- 
opment process i n  Korea. They are strengthened by the close col la torat ion 
of the Korea Development I n s t i t u t e  (KDI) with Harvard, a s  the  former provided 
a corps of talented scholars intimately acquainted with the Korean scene 
with access t o  Korean source materials. The KDI-Harvard connection, which 
dates  back t o  the  formation of KD'I: i n  1971, is thus a major strength of the  
study, but one t ha t  is p a r t i a l l y  o f f s e t  by problems tha t  occur when a 
paras ta ta l  organization i n  a centralized,  controlled nation attempts t o  
examine dispassionately a process t ha t  was at  the hear t  of national policy. 
In general, however, t ha t  e f f o r t  was accomplished with considerable 
object ivi ty  and acumen. The constra ints  of the KDI  relat ionship a r e  probably 



more evident i n  what was l e f t  out  (North Korean r i v a l r y  and influence, the  
r o l e  of Japan, t he  Vietnam War, etc.).  

A more important l imi ta t ion  of the  s t ud i e s  was the so le  focus on 
economics. This was, however, na tura l  given the  o r ien ta t ion  of the  donor 
and the  researchers; t h e  lack of c a tho l i c l t y  on t he  pa r t  of the  sponsor 
should not be blamed on the  recipients .  Y e t  t h i s  emphasis on a va r i e ty  of 
economic analyses created a number of important gaps. The broader employ- 
ment of sociologis ts ,  anthropologists, p o l i t i c a l  s c i e n t i s t s ,  h i s to r ians ,  
and geographers would have given fu r ther  depth and scope t o  the  studies.  

The omission of several  c r i t i c a l ,  but  i n d l e c t ,  topics  influencing 
Korean development may be traced t o  the  absence of such spec ia l i s t s .  
There is, f i r s t ,  t he  l a ck  of any de ta i l ed  study of t he  r o l e  of t h e  mi l i t a ry  
i n  Korea in terms of t h e i r  leadership pat terns ,  soc i a l  or igins ,  and groups 
and c l iques  t h a t  may have a f fec ted  t h e i r  outlook and influence on the  devel- 
opment process. Since the  mi l i t a ry  in t he  pas t  two decades has been a major 
avenue of soc i a l  mobil i ty i n  Zhrea, and are now penrasive i n  t,he c i v i l i a n  
sector ,  t h i s  is a major h i a tu s  i n  the research e f fo r t .  I n  re t rospect ,  the 
period s ince  1961 may eventually be considered a s  a c r i t i c a l  change i n  
Korean soc ia l  s t r uc tu r e  because of mobil i ty through the mi l i t a ry  channel. 
In addi t ion,  the  e f f e c t s  of military-learned s k i l l s ,  procurement, and defense 
spending on development a r e  bas ical ly  ignored. The importance of the  subject  
warrants a separate volume. 

Externally, the re  is an important gap of substanta t ive  discussion of 
whether the  i nd i r ec t  r o l e  of competition with North Korea may have a f fec ted  
the  establishment of development p r i o r i t i e s  and the  urgency with which 
development was pushed by t he  mil i tary .  W e  have already noted t h e  dear th  of 
mater ia l  on post-colonial Japanese influences and the  Vietnam War. 

More a t t en t i on  might have been given t o  questions of energy, which had 
become a problem i n  Korea by 1973, and t o  technology, which bas ica l ly  was 
ignored. Admittedly, technological s spec t s  of development did no t  seem t o  
loom l a rge  a t  the  e a r l i e r  s t age  of development, but may assume grea te r  pro- 
por t ions  In t he  future .  There is the  fu r ther  problem of timing. Korea 
entered the  period of export growth a t  s time when world market conditions 
were propit ious.  Any other nat ion following a Korean example would have 
t o  take i n to  account a world recession, o i l  p r ic ing  problems, increased 
in te rna t iona l  protectionism, and indeed t h e  f ac to r  of Korean success. 
The competition f o r  access t o  the  export markets is  now more intense.  This 
subject  was e s sen t i a l l y  ignored. Any fu ture  study w i l l  have t o  dea l  with 
the  problem of timing. 

There a r e  few, v i r t u a l l y  only one o r  two, references t o  the  r o l e  and 
s t a t u s  of women i n  t h e  s tudies ,  and t h i s  is an aspect of development t h a t  
should not  have been ignored. These aspects  of the  development process 
should be included i n  any fu ture  work commissioned by AID. 

The une of the  term "modernization" a s  t h e  t i t l e  t o  a l l  of these  
s tud ies  r a i s e s  the  i s s u e  of whether t ha t  was the  most ap t  rord. Modemi- 



zacion and westernizat ion a r e  equated i n  the  study, but  the  evidence from 
the  Harvard series i s  t h a t  t r a d i t i o n a l  components of education, p o l i t i c s ,  
leadership ,  and i n  a v a r i e t y  of o ther  f i e l d s ,  a s  w e l l  as the  cont inui ty  
of t h e  Korean t r a d i t i o n  as a whole, remained o r  were strengthened, and thus 
t h i s  g ives  one pause i n  t h e  use of e i t h e r  term except i n  export growth. 
"Economic development" might have been a b e t t e r  choice, i n  s p i t e  of 
inadequacies of t h a t  phrase as well .  Nodernization of an export economy 
should no t  car ry  the  impl ica t ion  t h a t  t h i s  r e l a t e s  t o  o ther  f i e l d s  o r  
a spec t s  of Korean l i f e .  

The w r i t e r ' s  conclusion is t h a t  na t iona l  s t u d i e s  of development a r e  
important and, i f  properly designed, could be he lp fu l  i n  policy 
formulations. They must be broadly based, and not  l imi ted  t o  goals  i n  a 
s i n g l e  sec to r  o r  t h e  a c t i v i t i e s  of a s i n g l e  donor. AID might consider the  
support of  add i t iona l  na t iona l  s tud ies ,  recognizing, however, t h a t  the  
a t t r i b u t i o n  of  developmental success t o  t h e  a c t i v i t i e s  of a s ing le  donor is 
l i k e l y  t o  be i n t e l l e c t u a l l y  murky. 

Another aspect of  support f o r  such s t u d i e r  is t h e  i s sue  of whether 
' they  should be of the  magnitude of  the  one under review. The major 

conclusions of  t h e  Korea s t u d i e s  and the  lessons  learned from them could 
probably be gleaned from a much shor te r ,  less expensive study using country 
s p e c i a l i s t s  on t h e  order  of  an AID impact evaluat ion.  Such a study might 
be completed by two or  th ree  people over a six-month period.  AID should 
explore  such a p o s s i b i l i t y  and experiment with such a model. 

0 .  Korea Sui  Generis? 

This  br ings  us f u l l  c i r c l e  t o  the o r i g i n a l  question: i s  Korea - s u i  
gener is?  No c lea rcu t  answer i s  possible.  There were c e r t a i n  d i s t i n c t i v e  
f a c t o r s  i n  Korean h i s t o r y  and cu l tu re ,  such a s  the  r e l a t i v e  homogeneity of 
Korean socie ty .  There were a l s o  f a c t o r s  found wi th in  t h e  S i n i t i c  s o c i e t i e s  
and i n  the  r o l e  of massive fore ign ass i s t ance  as  w e l l .  There were a l s o  
f a c t o r s ,  impossible to  quant i fy ,  r e l a t e d  t o  the  th rea t  from North Korea 
and the need f o r  legitimacy on the p a r t  of the  Park government. A s  D r .  
Johnson s a i d ,  "Depend upon i t ,  sir, when a man knows he is t o  be hanged i n  
a f o r t n i g h t  i t  concentrates h i s  mind wonderfully." North Korea and 
l eg i t imiza t ion  d id  concentrate t h e  corporate Korean mind on economic growth. 

Although Korea is  not  necessa r i ly  s u i  gener is ,  i t  is  a l s o  not  a model 
f o r  t o t a l  emulation by o ther  na t ions ,  nor i n  t h e  formulation of pol icy  by . . 

donors. What Korea has  done, however, can teach us  about some of t h e  
p i t f a l l s  of development a s  we l l  a s  some of i ts a t t r i b c t e s .  It can 
s e n s i t i z e  us  t o  what w e  can and cannot expect i n  t h e  development process. 
It is  up t o  both donors and r e c i p i e n t s  t o  inges t  the  Korean experience, 
drawing on i t  f o r  both p o s i t i v e  and negat ive  lessons .  It is d i f f i c u l t  t o  
ask more than t h a t  from the  experience of any one country and from any 
s ing le  set of s tud ies  on i t .  
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