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Abstract This paper examines the internal structural conditions of the current Korean economic crisis with a special focus on the issue of labor regulation. This paper argues that the Korean economic crisis was structurally conditioned by the internal political processes that resulted in the crisis of labor regulation, which in turn negatively a€ected the competitiveness and pro®tability of Korean industries. From the 1960s to the mid 1980s, repressive and militaristic regulation practices imposed on labor facilitated the intensive mobilization of labor and conditioned the rapid economic growth in South Korea. In the late 1980s, however, these practices became ine€ective in labor mobilization as a result of democratization and workers' empowerment. After the repressive system of labor regulation was dismantled, social actors, such as the state, business organizations, and labor unions, made diverse e€orts to build a new system of labor regulation, which was unsuccessful. This crisis in labor regulation has negatively a€ected the growth of the Korean economy, and structurally conditioned the 1997 ®nancial crisis. Under speci®c conditions, such as ®nancial liberalization, the weakening of industrial policies, and the ®nancial crisis in Southeast Asia, this crisis resulted in the ®nancial turmoil in 1997. Ó 2001 Elsevier Science Ltd. All rights reserved. Keywords: Labor regulation; Economic crisis; Development; East Asia; South Korea



1. Introduction The rapid economic growth of some East Asian countries in the last three decades, and their sudden economic crisis in recent years, has provoked an important debate on national development. Two di€erent but complementary approaches can explain the Asian economic crisis: an external and an internal view. Emphasizing external factors, some scholars, such as Wade (1998) and Wade and Veneroso (1998), argue that the main cause of the ®nancial crisis in Asia is the so-called ``Big Push'' from international organizations such as the IMF and the World Bank, backed by governments and corporations in wealthy countries, to institute a worldwide regime of capital mobility. Other scholars focus on internal factors within Asian countries to explain the economic crisis. In particular, statist scholars such as Henderson (1998), Chang (1998), and Chang et al. (1998) attribute the Asian economic crisis to the evaporation of the state's ability to control private economic
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activities. Challenging the market-centered explanations o€ered by the IMF and the World Bank, both approaches argue that the Asian crisis is the result of under-regulation rather than over-regulation. The statist approach is limited in explaining internal factors, however, because it underestimates the signi®cance of social regulation imposed on labor. Regarding the economic development of East Asian newly industrialized countries (NICs), the statist approach focuses on the role of the developmental state, which guides, disciplines, and coordinates economic activities of businesses through the strategic allocation of resources and the use of diverse policy instruments (Evans, 1995; Wade, 1990; Amsden, 1989; Henderson and Appelbaum, 1992; Jenkins, 1991; Moon and Prasad, 1994). Although the statist approach helps explain the state± capital relation, it rarely pays attention to the issue of the social regulation of labor. 1 Amsden (1990, p. 18), for example, argues that ``developmental di€erences 1 Deyo's (1987, 1989) works are exceptional. He ascribed the rapid industrialization of the East Asian NICs to the political subordination of organized labor, which facilitated the creation of disciplined and low cost labor.
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among late industrializers are best explained in terms of the discipline imposed on big businesses, not labor''. Furthermore, in explaining the current economic crisis in South Korea, statist scholars (Henderson, 1998; Chang, 1998; Chang et al., 1998) focus on the lack of government discipline on capital, with little attention to the problems of social regulation of capital±labor relations. Stabilized economic development in a capitalist system requires not only the coordination of businesses' economic activities, but also the regulation of capital± labor relations (Schor and You, 1995). This paper provides a new perspective on the Asian economic crisis by examining the relation between labor regulation and the Korean economic crisis. The crisis in labor regulation explains a structural condition for the 1997 economic crisis in South Korea. Actually, the 1997 crisis was largely ``®nancial'', resulting from inappropriate government policies (Chang, 1998; Chang et al., 1998). Nevertheless, this paper argues that the Korean economic crisis was structurally conditioned by the internal political processes that resulted in the crisis of labor regulation, which in turn negatively a€ected the competitiveness and pro®tability of Korean industries. For the analysis in this study, I utilize a regulation approach. However in order to avoid a functionalist account this paper sheds light on social actors and the socio-political conditions that a€ected the processes of labor regulation. In this sense, the remainder of the paper is organized as follows. First, this paper addresses how, and under which socio-political conditions, the repressive and militaristic practices of labor regulation, which facilitated the rapid economic growth of South Korea from the 1960s to the mid 1980s, reached their limits in the mobilization of labor in the late 1980s. Second, it analyzes how, and under which socio-political conditions, the state and social actors in South Korea have failed to establish an alternative framework of labor regulation since the late 1980s. Third, it considers how the crisis in labor regulation negatively a€ected the growth of the Korean economy, which in turn conditioned the 1997 ®nancial crisis. Prior to the analysis of these questions, the next section provides a conceptual discussion on the relation between labor regulation and the capitalist economic development, and o€ers conceptual guidelines for the analysis. 2. Labor regulation and economic development The regulation approach is instructive because it encompasses regulation of labor. It concerns the wider social and institutional context of regulation by which capitalism has been able to stabilize the accumulation process, resolve tendencies towards crisis, and reproduce the system (Aglietta, 1982; Peck and Miyamachi, 1994;



Yamada, 1995). Among various institutional forms, it sees the capital±labor relation as a basic institutional form within capitalist economies (Boyer, 1995; Schor and You, 1995). For example, regulation scholars argue that the Fordist regime is based on a compromise between capital and labor. Workers accepted Taylorization and the authority of management in exchange for a certain degree of job security and wage increases commensurate with productivity gains that were institutionalized by collective bargaining. It is implied that the absence of an appropriate form of regulation for the e�cient mobilization of labor results in capitalist economic decline. However, the regulation approach often falls prey to a functionalist logic, because it sometimes excessively emphasizes the structural cohesion of a regulation system and an accumulation process. Indeed, as Jessop (1992) and Boyer (1990) have pointed out, focusing on questions of structural cohesion and neglecting social agency, some regulation scholars inappropriately expect that a certain production process necessarily brings about a particular regulation system. Indeed, the emergence of a successful regulation system is ``chance discovery'' made in the course of human struggles, and the precise character of the regulation system is not pregiven by the development of capitalist social structure (Lipietz, 1987). Regulation, then, is not an inevitable, automatic, or structurally necessary process, but rather involves intentional or unintentional social practices (Goodwin and Painter, 1996). In this vein, the emergence of a certain form of social regulation imposed on labor also needs to be understood as a chance discovery. The nature of labor regulation and capital±labor relations is strongly a€ected by context-speci®c historical, social, and political circumstances in a country and a region. Regarding this, the Ettlinger (1994) comparison of the American and European labor±management relations is insightful. According to Ettlinger, in the United States, where businesses have been historically more powerful than other social actors, hostile relations between capital and labor have been created because business activities have remained relatively unconstrained by either the state or non-business sectors. In contrast, in countries in continental Europe, such as West Germany and Italy, more political power among non-business groups has rendered state interests uncommitted to business. Consequently, there exist less hostile relations between capital and labor in these countries, because employers could not readily look to the state apparatus for measures to control labor. In this sense, I suggest that a certain form of labor regulation is a contingent outcome of the sociopolitical processes, which intentionally and unintentionally compromise the practices or strategies of social actors, such as the state, capital, labor, and other social groups.
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repressive labor regulation that facilitated intensive labor mobilization. Korean workers were forced or motivated to endure relatively low wages, long working hours, and heavy labor intensity by repressive regulatory instruments. For example, South Korean workers had the world's longest working week at least until the mid 1980s (see Table 1). In addition, Korean workers also su€ered from a high rate of industrial accidents. Furthermore, as shown in Table 2, workers' wages did not increase in line with labor productivity. Based on the workers' low wages, long working hours, and heavy labor intensity, Korean economy maintained high annual growth rates of GDP and manufacturing production until 1988, except during the years of economic depression due to the second oil shock in the early 1980s (see Fig. 1). The state's repressive labor policies were at the core of the repressive labor regulation. The state imposed harsh restrictions on labor union activities, which reduced the organizational protection of workers, and thereby easily forced workers to tolerate hard work and low incomes. Right after the coup in 1961, the military regime ensured the emergence of politically docile trade unions by creating an umbrella labor organization, the Federation of Korean Trade Unions (FKTU), with which all unions had to a�liate (Deyo, 1987). The FKTU had functioned mainly to moderate union demands and implement government policy, so that it did not e€ectively represent workers' interests. Also, the regime allowed only one union at an enterprise, which had to a�liate with the FKTU (You, 1995). Strikes were prohibited in the state sector, public enterprise, local government, utilities, or any business deemed important to the national economy. Collective bargaining could not proceed without prior labor committee certi®cation



In sum, on the basis of the above discussions, I develop the following conceptual guidelines for the analysis in this study: 1. a stabilized capitalist economic development requires a certain form of regulation for the e�cient mobilization of labor; 2. the emergence of a successful regulation system for labor mobilization is a chance discovery, which is the outcome of a compromise among intentional and unintentional social practices; 3. a system of labor regulation may become ine€ective for capitalist economic development when the compromise among social practices is dissolved due to changes in socio-political conditions; 4. ine€ective labor regulation will result in a crisis of accumulation without successful social practices to create an alternative system of labor regulation. 3. Repressive labor regulation and the Korean economic growth This section discusses the repressive labor regulation in South Korea, which contributed to the rapid economic growth from the 1960s to the early 1980s, and the socio-political conditions under which the repressive practices of labor regulation reached the limits in the mobilization of labor in the late 1980s. 3.1. Korea's ``miracle'' economy via repressive labor regulation During the period from the 1960s to the mid 1980s, South Korea experienced rapid economic growth. Korea's rapid industrialization was based in part on Table 1 International comparison of work week and accident rate, 1985a
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South Korea



Singapore



Hong Kong
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Japan



53.8 1.8



47.0 0.19



44.8 0.57



41.3 0.8



46.4 0.8



40.5 0.11



46.2 0.05
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Source: You (1995, p. 121). Working hours per week in manufacturing. c Number of fatal injuries per 10,000 persons employed. b



Table 2 Annual growth rates of labor productivity and real wages in manufacturing in South Korea, 1971±1981a



a



Year



1971



1972



1973



1974



1975



1976



1977



1978



1979



1980



1981



LPb RWc



9.7% 2.4%



8.7% 2.0%



8.8% 14.3%



11.4% 8.8%



11.6% 1.4%



7.5% 16.8%



10.4% 21.5%



12.0% 17.4%



15.8% 8.4%



10.7% )4.7%



15.8% )2.6%



Source: Hart-Landsberg (1993, p. 200). Labor productivity. c Real wages. b
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Fig. 1. Economic change of South Korea, 1976±1996. Source: Chung (1997, p. 41), Bank of Korea.



as to its legality (Deyo, 1987). The restriction imposed on union activities was much more intensi®ed after the emergence of a new military regime, led by Chun Doo Hwan, in 1980. Through the revision of labor law, the government strengthened the requirements for labor union organization and prohibited the third party intervention in labor disputes (Chang, 1999). In addition to legal and institutional restrictions on labor union activities, the Korean government often utilized ideological means for the mobilization of labor. Two ideologies were often used to mobilize labor: anticommunism and developmentalism. In the context of the Cold War and the ongoing confrontation with communist North Korea, the regimes in South Korea actively mobilized anti-communist ideology. The Park regime intensi®ed anti-communism in an e€ort to repress labor union activities and pro-labor or leftist political groups. In addition, the Park regime promulgated the developmentalist ideology, which promoted the belief that national economic growth would eventually provide economic wealth to all people, and therefore that all other values and needs should be sacri®ced for the sake of economic growth. The Korean state had e€ectively set up an ideological mobilization system by combining anti-communism with developmentalism, in order to ideologically persuade Koreans to accept antilaborist policies in the name of national security and economic growth. A direct outcome of the state's repressive and ideological practices was the weakness of organized labor. In addition, fragmented, ®rm-centered unions had di�culty in institutionalizing nationwide labor solidarity. Due to the weakness of organized labor, workers were



easily forced to tolerate long and hard working conditions. As a result, wage rates were kept relatively low. Also, wages were quite ¯exible, in the sense that the proportion of bonuses and overtime payment in the total compensation was high (around 30%) (You, 1995). Thus, downward adjustment of real wages was easily achieved during recessions. For example, as shown in Table 2, real wages in 1980 and 1981 ± that is, the years during the recession caused by the second oil shock ± decreased by 4.7% and 2.6%, respectively. Due to the long-lasting military dictatorship, Korean society has been permeated by a militaristic culture, which in¯uenced Korean ®rms to develop an authoritarian management style. Indeed, many managers came from the military and they often imposed militaristic discipline on the workers (Bae, 1986). Consequently, the state's repression of union activities was accompanied by an authoritarian management style in Korean ®rms. Managers have hierarchically controlled workers and arbitrarily used management authority. Firms have tried to suppress union activities at any cost, often in coordination with state power (You, 1995). The state and ®rms' repressive means for labor regulation, however, caused increasing resentment among workers. Employers tried to relieve workers' resentment by enhancing their loyalty. To do so, some big businesses ± mostly belonging to the chaebol ± established paternalistic arrangements, such as company songs, company picnics, and company-sponsored welfare schemes, including provision of dormitories, transportation, mess halls, and scholarships for children of employees (Amsden, 1989). However, corporate paternalism in South Korea was limited by the state's
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ongoing repression of labor union activities and employers' strong authoritarianism in enforcing labor discipline. The distinct social, political, and historical conditions in South Korea at that time made the state's and ®rms' repressive practices of labor regulation easy to enforce. When the Korean government launched the national modernization project in the early 1960s, the state was in a dominant position vis- a-vis other social groups. The landowning class had lost its economic and political power, because the government had con®scated large landholdings and resold them to smaller farmers through land reform in the early 1950s (Jenkins, 1991). Also, the capitalist class was weak. Even those who had successfully accumulated some capital were dependent on the state, since their economic base originated from the disposal of industrial assets left by the Japanese and from the allocation of US aid (You, 1995). More importantly, the working class was strictly repressed and had no power. Following liberation from Japan in 1945, the US military government repressed organized labor movements for the purpose of building an anti-communist bulwark in the Korean peninsula. Furthermore, throughout the Korean War (1950±1953), anti-communist sentiment was strengthened, and any kind of leftist or labor-related political activity was harshly suppressed. In contrast, state power was strong due to the legacy from the Japanese colonial period of a strong military-administrative apparatus (You, 1995). In addition, the power of the military and the national police was massively built up during the Korean War. Based on its dominant position vis- a-vis other social groups, the Korean state became a developmental state as the military government began to actively promote the national industrialization project beginning in the 1960s. After taking political power through a military coup in 1961, the military regime tried to establish its political legitimacy and consolidate its power by delivering economic growth (Park, 1998). It took a few steps which made it clear that both business and labor interests would be subordinated to the state-directed economic development (You, 1995). The military regime established a growth coalition with selected large capitalists to promote economic growth. The relationship between the South Korean state and large capitalists is one of give-and-take (Park, 1998). The military regime provided various ®nancial and institutional supports to the large capitalists, such as the preferential distribution of foreign loans and investment licenses and low interest domestic and foreign loans. In return, the capitalists had to follow the government's direction and play a leading role in manufacturing and exporting. An outcome of the state±chaebol coalition was the exclusion of other social groups, such as workers, farmers, and small and medium-sized businesses (Cheng, 1990; Deyo, 1987; Kim, 1991). In this
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context, the government made economic growth its top priority, subordinating labor issues to economic policies so that the repressive labor policies could be easily implemented. 3.2. Social resistance to the repressive labor regulation The system of repressive labor regulation during the high growth period in South Korea was based on a social compromise among the state, capital, and labor. Given the socio-political setting, where the state and capital established a growth coalition while other social groups, including workers, were politically weak, workers tacitly accepted hard work and low wages in exchange for improvements in living standards that the state promised to provide. This social compromise, however, was fragile because it was enforced by repressive and ideological practices by the state and businesses. Furthermore, improvements in living standards came much more slowly than workers had anticipated. With rapid urbanization, some workers experienced deteriorating living conditions. In particular, workers had to tolerate chronic housing shortages and skyrocketing housing prices owing to the limited state role in providing public housing and controlling real estate speculation under the state±chaebol growth coalition (Park, 1998). With increasing discontent among workers, social resistance to the repressive system of labor regulation was growing and the legitimacy of the system was weakened. There were two important sources of social resistance to repressive labor regulation. On the one hand, critical students and intellectuals protested against the state's repressive labor policies from the 1960s. On the other hand, from the 1970s ± and more actively from the 1980s ± workers themselves began to organize resistance against the repression imposed by the state and capital. The state's repressive labor policies were the main target of the social movements. In the 1960s and the early 1970s, the main leaders of social movement against the military dictatorship were students and intellectuals such as professors, ministers, and journalists, who were aroused by the great injustices done to the workers and other subordinate groups (Kim, 1994). Observing the lack of workers' organizational capacity to protest against the employers' excessive exploitation, they criticized the state's repression of labor union activities. In this period, workers were relatively inactive in resistance, because harsh repression imposed on the labor movement severely weakened workers' organizational capacity. From the 1970s, however, workers began to organize protests against the state's repressive labor policy, with the help of students and intellectuals. In particular, the independent labor union movement, challenging the state-controlled FKTU and the state's restriction on labor union activism, was nurtured by the
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Table 3 Numbers of labor disputes and participants in South Korea, 1982±1991a Year



1982



1983



1984



1985



1986



1987



1988



1989



1990



1991



Disputes Participantsb APc ADDd



88 9 102 ±



98 11 113 ±



114 16 144 ±



265 29 108 ±



276 47 170 ±



3,749 1,262 337 5.3



1,827 293 157 10.0



1,616 409 253 19.2



322 134 416 19.1



234 175 748 18.2



a



Source: Hart-Landsberg (1993, p. 186), edited by author. Unit: 1000. c Average participants per each dispute ˆ participants/disputes. d Average duration days of disputes. b



support and resources of church and student activists (You, 1995). As a result, by the late 1970s, a signi®cant number of independent (or ``democratic'') unions emerged. These democratic unions were the main forces that challenged the repressive practices of labor regulation under the Park regime in the 1970s. Along with the rejection of the implicit social compact by a growing portion of the urban middle class, whose chief complaint was the rising in¯ation rates, the independent labor movement contributed to the political crisis, which led to Park's assassination in 1979. However, the subsequent eruption of popular demands for political democratization and economic equity did not seriously threaten the vitality of the repressive labor regulation, because in 1980 the popular uprising was crushed by the military led by General Chun. A critical event that put the repressive labor regulation system in open crisis was the explosion of civilian protests and labor disputes in the late 1980s. As a way of overcoming the economic crisis in the early 1980s, the Chun regime harshly repressed labor union activities, especially the democratic labor movement,2 and strongly restrained wage increases to bring down in¯ation and restore competitiveness (You, 1995). Responding to the harsh restrictions on labor union activities, student activists organized a campaign to call for students' more active engagement with the labor movement in order to revitalize union activities.3 With the help of the students, the democratic labor movement was revived in the mid 1980s and the number of labor disputes increased rapidly from 1984 (see Table 3).



In addition, speci®c political development in the late 1980s ± for example, the explosion of civilian protests and the subsequent democratization processes ± contributed to the growth of the labor movement. The growing democratization movement and the exploding civilian protests ®nally led the Chun regime to announce the Declaration of Democratization in June 29, 1987.4 This was followed by the so-called ``great labor struggle'' in July and August 1987, when strikes began to break out in almost all of the industrial sites. As shown in Table 3, more than 3000 disputes erupted, in which more than a million workers participated. As part of the democratization process, the government moderated its restrictions on labor union activities in 1987 (Choi, 1992), and the state's repression of union activities at the ®rm level was greatly relieved (Roh, 1997). An outcome of this change was the activation of labor unions and the increasing workers' participation in the union activities. For example, the unionization rate increased from 15.7% in 1985 to 19.4% in 1988 and the approximate union membership increased from 1,004,000 in 1985 to 1,510,000 in 1988 (You, 1995, p. 132). Furthermore, due to the ongoing democratic union movement, a substantial number of unions became more autonomous from the controls of the state and employers. Accordingly, a signi®cant change occurred in the socio-political conditions. In particular, the working class became a signi®cant social force, which was not the case before 1987. Due to these socio-political changes, repressive means became ine€ective in mobilization of labor, because they would provoke severe resistance from the empowered working class.



2



To crush the democratic unions, the regime sent union leaders to ``puri®cation'' camps and outlawed the involvement of church groups and other activists in union activities through labor law revision. 3 Indeed, there was a massive in¯ow of students into factories and labor unions. For example, in 1984, it was estimated that the number of students who entered factories as workers and participated in labor union activities (called ``disguised workers'' by police), was around 10,000 (Lim, 1998). The role of students was crucial in re-organizing labor union activities at this time. A lot of new and independent unions were organized under the lead of the disguised workers. However, the student±labor alliance was weakened from the late 1980s as the student movement organizations were getting more involved in the campaigns for anti-US propaganda and uni®cation of the Korean peninsula.



4 The Chun regime's continuing pressure on political activities led to the establishment of a strong opposing coalition between opposition politicians and social movement groups in the mid 1980s. The opposing coalition organized a variety of campaigns for democratization, especially calling for a direct presidential election. When President Chun refused to hold a direct election, democratization protests exploded across the country in June 1987. Under enormous pressure for democratization, the Chun regime ®nally promised to set up various democratization procedures, including the direct presidential election, in June 29, 1987.



B.-G. Park / Geoforum 32 (2001) 61±75



4. Failure in labor regulation In this section, I analyze the political processes, under which the state and social actors in South Korea have failed to establish an alternative regulation framework for e�cient labor mobilization since the late 1980s. 4.1. Continuing labor repression and increasing hostility between capital and labor Under the growth of the labor movement and the subsequent workers' empowerment, the traditional system of repressive labor regulation needed to be changed for e�cient labor mobilization. However, the state and businesses kept the repressive and labor-exclusionary practices of labor regulation because of (1) lack of organizational capacity to represent workers' interest in policy-making processes, (2) the in¯uence of hard-liners within the government, and (3) businesses' anti-union culture. As a result, hostility and tension have increased in capital±labor relations since 1987. Despite the workers' empowerment after 1987, workers lacked the organizational capacity to represent their interest in policy-making processes, so that the government's repressive labor policies were not completely changed. The state relieved some repressive policies by amending the labor law in November 1987.5 The amended labor law, however, still maintained some policies that signi®cantly constrained labor union activities. The following union activities were still prohibited: (1) the establishment of multiple unions in a company, an occupational sector, or an industrial sector, (2) third party intervention in labor disputes, (3) union participation in political activities, and (4) the union activities of public employees and teachers (Choi, 1992). This was because there was no institutional channel to represent workers' interest in the process of labor law revision. There was no labor party. Furthermore, following the Declaration of Democratization in 1987 oppositional political groups, who were more supportive to workers, were split on the question of who would run for the presidency. Facing the presidential election in December 1987, the oppositional political groups and parties did not pay much attention to the issue of labor law amendment. In this context, the state, business organizations, and the state-controlled FKTU dominated the amendment process, while the democratic union groups were excluded. Thus, the



5 For example, the government promoted the right to organize, by abolishing the existing requirements that the minimum number of union members needed to be 30, or one-®fth of the total workers at the workplace concerned (Lee and Choi, 1998, p. 79).
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labor law revision was limited in reforming the repressive labor regulation. Furthermore, from 1989, the government began to impose physical repression on union activities again because of the strong in¯uence of the hard-liners within the government (Choi, 1992).6 The candidate from the ruling party, Roh Tae Woo, a former general, won the direct presidential election in 1987. Thus, the composition of the ruling elite did not change, and the existing hard-liners within the ruling elite remained in their positions. After the ruling party stabilized its political power by merging two opposition parties in 1990, the state again used its repressive intervention in labor disputes (Roh, 1997). The state began to repress strikes through use of police power, with the number of arrested workers increasing sharply from 147 in 1988 to 946 in 1989 (Choi, 1992). As a result of the reopened repression, the number of labor disputes dramatically decreased from 3749 in 1987 to 322 in 1990 (see Table 3). The repression of union activities was accompanied by government e€orts to minimize the wage increase. In 1989, the government revived the policy of wage guidelines, which was abolished after the Declaration of Democratization in 1987. It also began to intervene in wage bargaining, by trying to hold down wage increases at a one-digit rate (Lee and Choi, 1998; Chang, 1999). In addition, businesses ± especially the chaebol ± showed strong antagonistic and repressive behaviors toward union activities due to the employers' antiunion culture. Responding to the increasing union activities after 1987, the chaebol adopted a doubleedged strategy. The chaebol usually made a concession on the issue of wage increases to relieve workers' resentment (Lim, 1998), which was possible because of their ®nancial resources. At the same time, however, the chaebol reacted harshly to union activities. Firms mobilized various violent means, such as intra-®rm labor control organizations, security companies, and even gangster organizations, to repress union activities (Lim, 1998). The chaebol's harsh repression of union 6 The intra-government hard-liners were composed of two groups: one was public safety organizations, such as National Security Agency (NSA) ± former KCIA ± and the Public Procurator's O�ce, and the other was those responsible for the policy of economic growth (Chang, 1999). Due to the long history of military dictatorship, the public safety organizations have led the policy-making processes on labor issues in South Korea (Lim, 1998). The public safety organizations, which grew signi®cantly under the situation of the persistence of cold war hostility in the Korean peninsula, have considered labor disputes not as a labor issue, but as a national security matter. Thus, they maintained a very negative view of the labor movement, especially the democratic union activities. In addition, subordinating labor issue to economic policy, the government o�cials of economic policies, who played a signi®cant role in driving the rapid industrialization of South Korea, considered labor union activities and labor disputes as something harmful for national industrialization.
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activities was rooted in the Korean ®rms' management culture. Until the 1980s, most Korean employers, who also founded their companies, had kept a strong consciousness of private ownership of their companies. Accordingly, companies had an authoritarian structure, with deep-rooted practices of top±down decision making. Thus, Korean business leaders have usually been strongly opposed to union activities, which might challenge their management authority.7 As labor disputes increased from the late 1980s, employers became more critical or antagonistic to union activities (Lee and Choi, 1998). The state and the chaebol expected to achieve industrial peace through the same repressive means they had used previously. Under the changed socio-political situation, however, it was impossible because workers' resistance to the repressive practices of the state and capital became much more militant. As shown in Table 3, during the period from 1987 to 1992, while the numbers of labor disputes and participants per year sharply decreased, the average number of participants and the average number of duration days for each labor dispute continued to increase. As a result, the tension and hostility between capital and labor increased, and intensive labor mobilization became quite di�cult under this hostile capital±labor relation. 4.2. Social practices to establish a new system of labor regulation In reaction to the crisis in labor regulation and the subsequent economic downturn, social actors in South Korea, such as the state, labor unions, and business organizations, actually made diverse e€orts to establish an alternative framework of labor regulation. There were two signi®cant e€orts: the ®rst one was the national-level wage agreements between the FKTU and the Korean Employers Federation (KEF) in 1993 and 1994; the second was the establishment of a ``Presidential Commission on Industrial Relations Reform'' in 1996. In this section, I discuss the socio-political processes under which these e€orts were made, and the limits of those e€orts. The national-level wage agreements were promoted in the context of economic downturn in the early 1990s. Despite the dismantling labor regulation, the Korean economy was in a prosperous condition from 1986 to 1988. The favorable international economic conditions of the so-called ``three lows'' ± the low 7



Samsung, the biggest business in South Korea, for example, is notorious for its strict no-union policy. The founder of Samsung, Lee Byung-Chul, had a strong hatred of union activism. Accordingly, Samsung has not allowed any union activity while it has usually o€ered higher wages to workers than other companies.



price of international oil, the low value of the dollar, and low international interest rates ± strengthened the competitiveness of Korean products in the international markets. As a result, the Korean economy enjoyed a high annual growth rate during this period: GNP growth per annum was 12.9% in 1986, 13.0% in 1987, and 12.4% in 1988 (KSSRI, 1998). These favorable conditions lasted only until 1989. From 1989, the crisis of labor regulation began to negatively a€ect the Korean economy. Due to the workers' new empowerment, wage rates had increased rapidly since 1987; the average annual growth rate in real wages in the manufacturing sector increased from 5.7% during the period from 1981 to 1986 to 13.1% during the period from 1987 to 1989 (You, 1995). Wage increases weakened the price competitiveness of the Korean products, and the annual economic growth rate rapidly dropped down from 1987 as shown in Fig. 1. In making the national-level wage agreements, the role of the government was crucial. Facing economic downturn as well as an increasing tension between capital and labor, the government began to recognize that a new system of labor regulation needed to be established. In particular, reformers within the government had asserted the necessity to build a social consensus among the state, capital, and labor for the establishment of a new labor regulatory framework. The emergence of the Kim Young Sam administration in 1993 ± the ®rst civilian regime in almost 30 years ± provided an opportunity for the intra-government reformers to strengthen their voices. At that time, however, the biggest concern of the government in building the consensus was to set up a national-level wage guideline, not imposed by the government, but through an autonomous negotiation between capital and labor, which would be more acceptable to the workers. Thus, the government convinced the FKTU and the KEF to make wage agreements in 1993 and 1994. The FKTU gladly accepted this proposal and actively participated in the negotiation. Being criticized as a yellow union, since the Declaration of Democratization in 1987, the FKTU had reformed itself through replacement of its leadership. Also, it had strengthened its orientation toward participation in the policy-making process. In this context, the FKTU leaders thought that the wage negotiation would be a good chance for them to participate in the policy-making process (Lee and Choi, 1998). The KEF also accepted the government's proposal, because (1) it recognized that the state-imposed wage guideline policies had been unsuccessful in lowering the wage increase rates because of the workers' resistance and (2) it wanted to build good relationships with the new civilian government by following the government's direction (Choi et al., 1999).



B.-G. Park / Geoforum 32 (2001) 61±75



These agreements did not work successfully as an alternative framework of labor regulation because of some problems. First, the negotiation processes did not fully represent workers' interest, because the democratic union groups were excluded once again. In both negotiations in 1993 and 1994, the FKTU agreed with the KEF on the wage increase at a one-digit rate, with the government's promise to widely accept the workers' opinions in the policy reform processes. However, the agreements brought about a strong resistance from workers. Not only the democratic unions, but also some unions under the in¯uence of the FKTU denied the wage agreements, criticizing it as a modi®ed state-imposed wage guideline. Accordingly, the FKTU faced harsh challenge from workers: some union members even walked out of the FKTU, which seriously weakened its organizational vitality (Choi, 1992). Throughout these processes, it became clear that the FKTU alone could not represent all of the workers, and participation of the democratic union groups was necessary in building a social consensus. Another problem was the government's emphasis on the wage issue. Indeed, establishing a new mode of labor regulation was not the matter of wage agreement, but the matter of reforming the whole legal, institutional, and political framework of capital±labor relations. Thus, workers did not accept the wage agreements as a genuine social consensus for establishing a new labor regulatory framework (Choi et al., 1999). Consequently, the state, the KEF, and the FKTU failed to reach a wage agreement in 1995. The establishment of the ``Presidential Commission of Industrial Relations Reform'' was made possible through the e€orts of the intra-government reformers and the internal strategic change of the democratic union groups. With the continuous e€orts of the reformers within the government, the government began to pursue a full-scale reform of labor regulation in 1996. The Kim administration introduced a new policy of ``new labor±management relations'', pointing out the problems with the existing labor-exclusionary industrial relations. Reformers believed that establishing a new labor regulation system, thereby enhancing the international competitiveness of the Korean industries, would be impossible without a cooperative and laborinclusionary industrial relation (Choi et al., 1999). Recognizing that the construction of the cooperative capital±labor relation necessarily required the partnership of the democratic union groups, the government invited not only the FKTU and the KEF, but also the democratic union groups to the discussion table. The strategic change of the democratic union groups also made the establishment of the commission possible (Lim, 1998). Actually, until the early 1990s, the democratic union groups were not interested in
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building a social partnership with the state and capital to establish a new labor regulation system because of their strict ideological rigidity. At that time, the ``college-educated'' labor activists ± which refer to the union activities who had gone to college and then began the labor movement because of their ideological orientation ± dominated the leadership of the democratic labor movement. They had emphasized the revolutionary ideological and political orientation of the labor movement, regarding it as part of the social revolution movement. Thus, the democratic labor movement groups were more interested in political issues regarding the political mobilization of the working class than in making a negotiation with the state and businesses to improve the quality of workers' real life. In addition, the continuing repression from the state and businesses made the democratic labor movement groups much more militant toward the state and businesses.8 Establishing the Korean Confederation of Trade Unions (KCTU) as a counterpart to the FKTU in 1995, however, the democratic union groups weakened their ideological rigidity and strengthened the corporatist tendency. It re¯ected the change in the leadership of the democratic labor movement in the 1990s. While the strength of the college-educated union leadership declined, leadership from grass root workers increased. This change was based on the following conditions. First, the ideological struggle lost the support of rank and ®les in trade unions with the collapse of the communist block in the early 1990s (Lee and Choi, 1998). Second, the leadership of the college-educated labor activists and their orientation to the militant labor movement had been continuously challenged in the democratic union groups throughout the late 1980s and the early 1990s because their overemphasis on political and ideological issues overshadowed the role of labor movement to improve workers' real working conditions and economic interests (Lim, 1998). On the contrary to the college-educated labor activists, the union leaders from grassroot workers have shown a stronger tendency towards economic unionism, focusing more on economic rights and interests of workers than on political and ideological issues. Consequently, the democratic labor movement groups became more oriented to
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The democratic union groups launched the National Council of Trade Unions (NCTU) in 1991 (Lee and Choi, 1998), which faced enormous repression from the state and businesses. Considering it as a radical and illegal labor organization, for example, the police arrested its leaders. The NCTU strongly resisted the continuing repression and became much more oriented toward the militant and non-cooperative labor movement (Chang, 1999).
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participation in the policy-making process (Chang, 1999). Finally, a ``Presidential Commission on Industrial Relations Reform'' was established with the participation of the FKTU, the KCTU, the KEF, and the government in May 1996. 4.3. Unsettled con¯icts The commission, however, failed to build a social consensus on a new way of labor regulation because of unsettled con¯ict among social actors. In the commission, the most critical issue was the revision of labor law. The labor law revision process was so controversial that the government, the FKTU, the KCTU, and the KEF could not reach an agreement. Since 1993, the democratic union groups had called upon the government to amend the labor law. They had especially wanted the abandonment of some labor law articles that seriously restricted the activities of the democratic union groups, such as ban on union plurality, ban on freedom of association for teachers and government employees, and ban on third party intervention in labor disputes. Among these articles, the prohibition of multiple unions had been the most critical barrier to the growth of the democratic labor movement, because it had made it impossible to organize new democratic unions in the companies and industrial sectors where labor unions a�liated with the FKCU had already existed (Chang, 1999). Thus, in the commission, the KCTU strongly urged that the cooperative capital±labor relation was possible only with the amendment of labor law, especially focusing on the issue of union plurality. Regarding the issue of union plurality, the FKTU had a di€erent organizational interest from the KCTU, in the sense that the government prohibition on multiple unions had protected the FKTU from the KCTU's challenge. The FKTU, however, did not oppose the KCTU's proposal to amend the labor law, because it wanted to prove that it had successfully reformed itself and was genuinely representing the interest of all of the workers (Choi et al., 1999). Representing the business interests, however, the KEF strongly opposed the revision of labor law, which would strengthen the power of the democratic union groups. Instead, it demanded another kind of labor law amendment, which had a strong neo-liberal orientation aiming at the enhancement of labor market ¯exibility. Facing the economic decline in the early 1990s, many businesses adopted the so-called ``New Management Strategy'' that included development of subcontracting, introduction of automation technologies, the strategies of labor ¯exibility, and new human resources management strategies such as merit-based and performance-based pay systems (Lim, 1998; Lee



and Choi, 1998).9 However, the success of this strategy was limited because of an in¯exible labor market situation in South Korea. In particular, the existing labor law restricted speci®c business practices for the ¯exibility strategy ± for example, lay-o€s, the use of a ¯exible work time system and replacement labor. Recognizing that this strategy required a more ¯exible labor market situation, the chaebol and business organizations had demanded the labor law revision since the early 1990s (Chang, 1999). Accordingly, the process of labor law amendment became quite controversial. The government, however, was unable to solve the controversy, because its neutrality in the negotiation was diluted under speci®c political conditions. Given the controversy, the role of the government was crucial in making an agreement between capital and labor. In the initial stage of negotiation, the government took a neutral position between the business and labor organizations. It tried to get concessions from both sides through a compromise, letting the KEF allow the abolition of the existing labor repressive policies and also letting the KCTU and the FKTU to allow the enactment of neo-liberal policies. Speci®c politico-economic situations, however, changed the government position in the negotiation process. The Korean economy went down again in 1996, after a short period of economic expansion from 1993 to 1995. With the economic downturn, the intra-government hard-liners, especially the economic policy-makers, began to raise their voices. Along with the chaebol and the business organizations, they reduced the economic decline to the high 9 According to Peck (1992), in the situation of restructuring, ®rms can use the strategies of both ``in situ restructuring'' and ``restructuring through space'' to assure pro®tability. Facing the economic downturn, the Korean ®rms have used both strategies. Using the strategy of restructuring through space, they have moved their plants to other countries in search of cheap labor forces. The amount of foreign direct investment (FDI) of the Korean ®rms sharply increased from $0.54 billion in the years 1982±1986 to $3.28 billion in the years 1987±91 (The Korea Federation of Banks, 1998). In particular, many laborintensive production sectors, such as textiles, apparel, footwear, and electronics, were shifted to other developing countries in Southeast Asia. In reaction to the crisis of labor regulation, however, not all ®rms took this way because of their immobility. When ®rms rely on territorialized assets, such as existing physical or social infrastructure, localized labor skills, technology, and the like, their mobility can be rather limited (Cox, 1993, 1995). A good example is provided by (Lee, 1999) research on the transnational corporate (TNC) strategy in a Korean export processing zone. According to this study, even after labor shock in 1987, many TNCs remained in the export processing zone, because they were dependent on physical/social infrastructure, tax bene®ts, local labor skills and technology, cultural proximity, and geographical proximity to market, etc. In other words, even though many ®rms relocated their labor-intensive production abroad since the late 1980s, a substantial number of ®rms still kept their production (including labor-intensive production) in Korea. Instead, these remaining ®rms used the strategy of in situ restructuring, responding to increasing wage costs and growing labor militancy. The New Management Strategy was an example of this.



B.-G. Park / Geoforum 32 (2001) 61±75



cost structure of the Korean economy, especially high labor costs, blaming labor unions. Furthermore, the business organizations and the chaebol had continuously lobbied the government to favor them in the process of labor law revision.10 Accordingly, the government began to favor business interests. In particular, the government became more interested in enhancing labor market ¯exibility rather than amending repressive labor acts (Choi et al., 1999). When the government submitted the bill to the National Assembly in December 1996, it was revealed that the government favored the businesses. The part of the bill that dealt with the abandonment of the repressive labor policies was quite diluted, while the part that regarded the enactment of neo-liberal policies was strengthened. When the bill was passed in the National Assembly, it led directly to the general strike of January 1997. More than 500,000 workers, approximately 82% of total organized workers, joined the strike in support of the re-amendment of labor law. In sum, capital±labor relations in South Korea after 1987 can be characterized by continuing tension and hostility. Even though there had been some political e€orts to construct a new system of labor regulation based on the cooperative capital±labor relations, the e€orts were unsuccessful because of the resistance from the intra-government hard-liners and the chaebol. Accordingly, the state and capital have maintained the repressive and labor-exclusionary practices of labor regulation, and hence problems have persisted in the Korean economy since the late 1980s.



5. Crisis in labor regulation and the 1997 economic crisis This section is devoted to addressing the links between the crisis in labor regulation and the 1997 economic crisis in South Korea, and in particular discussing how the crisis in labor regulation negatively a€ected the growth of the Korean economy, which in turn structurally conditioned the 1997 ®nancial crisis. Before talking about this issue, however, I want to clarify that the crisis in labor regulation in South Korea is not a direct cause of the 1997 economic crisis, but instead explains a structural background to the crisis. The 1997 crisis was a largely ``®nancial'' crisis in origin. It resulted from uncoordinated and excessive investments ®nanced by imprudent amounts of short-term foreign debts, which in turn were made possible by the
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According to the Daily Labor News (November, 1996), for example, Seoul District Public Procurator's O�ce investigated some sta€ members of the KEF because of the information that the KEF provided bribes to some government o�cials, who were in charge of the issue of labor law revision.
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rapid and ill-designed ®nancial liberalization and the serious weakening of industrial policy (Chang, 1998; Chang et al., 1998; Henderson, 1998). Traditionally, the Korean government's ®nancial control and investment coordination through industrial policy made the health of individual ®rms subordinated to the health of the national economy. The deregulation and liberalization policies in the early 1990s, however, made the government's regulation quite di�cult. After the ®nancial deregulation, ®rms' foreign borrowing increased very fast, which resulted in the rapid increase of foreign debt from $44 billion in 1993 to $120 billion in September 1997 (Chang, 1998). Firms' FDI also rapidly increased as a result of ®nancial liberalization. The amount of Korean ®rms' FDI nearly trebled from $3.56 billion in the years 1991±1993 to $9.56 billion in the years 1994± 1996 (The Korea Federation of Banks, 1998). Substantial amounts of investment went to Southeast Asia for ``bubble'' investments, which became a feature of the ®nancial crisis as it spread across Southeast Asia. In addition, the lack of investment coordination, resulting from the weakening of industrial policy, led to overcapacity which, in turn resulted in falling export prices, falling pro®tability due to low capacity utilization, and the accumulation of non-performing loans, in a number of leading industries (Chang, 1998). This ®nancial crisis, however, was structurally conditioned by the declining competitiveness and pro®tability of Korean industries, which started from the late 1980s partly on the basis of the crisis in labor regulation. The continuing hostility between capital and labor negatively a€ected the competitiveness and pro®tability of the Korean industries, for at least two reasons. First, hostile capital±labor relations caused a rapid increase in real wage rates and a decrease in working hours, which in turn worsened the export competitiveness of the Korean industries. For example, the average increase in annual wage rates for the past decade was 14.3% higher than the labor productivity increase rate of 10.4% for the same period (Lee and Choi, 1998). In addition, total working hours per week in manufacturing decreased from 54.7 in 1986 to 49.8 in 1990 (Chung, 1997). As a result, the international competitiveness of the Korean industries was seriously weakened. Table 4 shows the changes in the international competitiveness of the Korean industries from 1987 to 1991. Among 12 industrial sectors, 8 sectors experienced a rapid decrease in international competitiveness. More importantly, price competitiveness weakened more than non-price competitiveness. Price competitiveness decreased in 11 sectors, while only 1 sector experienced a decrease in non-price competitiveness. The decrease in price competitiveness was mainly due to the increase in production costs based on the wage increases after 1987. For example, the
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Table 4 Changes in the International Competitiveness of Korean Industries, 1987±1991a Industry



Steel Non-ferrous metals Ceramic Textile Paper & Wood products Rubber & Leather products Petrochemical Precision chemicals Machinery Electric & Electronic Transport Equipment Others Total



Price competitivenessb



Non-price competitivenessc



Overall competitivenessd



1987



1991



1987



1991



1987



1991



4.5 20.2 )6.0 )1.8 )2.9 )8.8 7.2 8.4 )12.9 )9.4 )26.5 )18.5



6.3 2.8 1.5 3.2 19.6 2.5 18.4 29.9 )6.8 9.0 )5.0 18.3



8.8 5.2 18.1 6.3 12.2 14.0 8.4 13.0 27.6 22.1 39.5 27.3



)0.4 11.1 10.0 3.7 )3.2 7.0 3.0 8.2 21.2 17.6 21.1 27.9



13.3 25.4 12.1 4.5 9.3 5.2 15.6 21.4 14.7 12.7 13.0 8.8



5.9 13.9 11.5 6.9 16.3 9.5 21.4 38.1 14.4 12.7 13.0 8.8



6.4



6.4



18.3



12.4



13.0



13.0



a



Note: increase in the index of competitiveness means the international competitiveness was weakened. Source: Lim and Song (1993, p. 257), edited by author. b Price competitiveness ˆ {(domestic factory price ) import price)/import price}  100. c Non-price competitiveness ˆ {(import price ) export price)/import price}  100. d Overall competitiveness ˆ price competitiveness + non-price competitiveness.



proportion of wage costs to total production costs in the Korean auto ®rms sharply increased from 5.3% in 1988 to 9.7% in 1991 (Hong, 1997). The rapid increase in labor costs was an important factor in the rapid decrease of international competitiveness of Korean industries, given the fact that the Korean industries were still more dependent on price competition than on product competition. Second, hostile capital±labor relations has made it di�cult to upgrade Korean capitalism to incorporate a higher value-added and innovation-based economy. Facing the limits of the traditional development model, which was e€ective in developing the factor-led competitiveness of industries based on intensive mobilization of capital and labor, South Korea has been required to develop innovation-based competitiveness of industries in order to maintain the high level of economic growth. South Korea, however, has failed to spawn domestic industries that were capable of moving beyond factor-led competitiveness to a position where they could institutionalize innovation as their key competitive dynamic (Krugman, 1994; Henderson, 1998).11



11



Of course, it is true that semiconductor and automobile industries, regarded as technologically sophisticated industries, have been successfully developed in South Korea. Innovation in Korea, however, has been mostly con®ned to semiconductors and related technologies (Henderson, 1998, p. 32). Most core technologies have been purchased from foreign countries, especially from the US and Japan (KSSRI, 1998). Also, the international competitiveness of the Korean automobile industry has been still largely based on price competition rather than product competition (Lee, 1993).



In order to produce high quality products and develop innovation-led competitiveness, industries need to entail learning and collaboration economies, which can be enhanced through empowering workers (e.g., upskilling, disseminating knowledge, and teaching learning capability) and allowing workers' active participation in employers' decision-making processes. In particular, a workplace culture of negotiation and collaboration is crucial in developing learning and collaboration economies. Under the hostile capital±labor relation, however, the South Korean employers felt that the workers' empowerment and the growth of labor movement was threatening their control over business management. Facing the crisis in labor regulation, they wanted to assure pro®tability through consolidating their business control stakes and restoring their control over workers. Accordingly, adopting the New Management Strategy in reaction to economic decline, the chaebol put more focus on labor ¯exibility and labor saving through automation, subcontracting, and use of contingent labor, rather than production upgrading through innovation in products, technology, and organizations. As a result, learning and association economies have been rarely developed in the Korean industries. Consequently, the hostile capital±labor relation has worsened the competitiveness of Korean industries. The Korean economy has shown a tendency of long-term stagnation since the late 1980s. The decreasing international competitiveness of Korean products resulted in the increasing trade de®cits. As shown in Fig. 2, total trade de®cits of South Korea began to rapidly increase after the ``three low period'' was over in 1989. In addition, the pro®tability (see Fig. 3) and growth rate (see
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Fig. 2. South Korea's balance of payment, 1983±1997. Source: Bank of Korea.



Fig. 1) of manufacturing began to drop down sharply from 1989.12 As a result, the annual growth rate of GDP was declining from 1989 (see Fig. 1). In other words, from the late 1980s, the Korean capitalism faced a structural limit for continuing growth because of the crisis in labor regulation. Despite the structural limit of the economic system, in the early 1990s ± especially, from 1993 to 1995 ± Korea's real economy was relatively sound on the basis of favorable economic conditions, such as the export explosion of semiconductors and the rising value of the yen. In particular, special demands for computer chips and their subsequent high prices were quite signi®cant for the economic recovery in the years 1993±1995. At that time, semiconductors accounted for a quarter of South Korea's export (Shin, 1998). The conditions, however, suddenly changed in 1996. The collapse in the price of 12



The decline of manufacturing production does not necessarily explain a declining economy, because instead of manufacturing, higher-order services ± for example, ®nance, insurance, business services, transportation, communication, etc. ± can be a driving force of national economic growth. South Korea also experienced the rapid growth of higher-order services for the last decade. The proportion of higher-order services to GDP, for example, sharply increased from 18.8% in 1980 to 25.4% in 1996 (The Bank of Korea, 1980, 1996). Even so, manufacturing is still the main driving force of the Korean economic growth: the production proportion of manufacturing to GDP (30.1%), for example, was still higher than that of higher-order services (25.4%) in 1996 (The Bank of Korea, 1996). It means that changes in manufacturing production have more signi®cantly a€ected the Korean economy than the growth of the higher-order services. Furthermore, the crisis in labor regulation also negatively a€ected the productivity of higher-order services. As shown in Fig. 1, the growth rate of higher-order services also began to decrease from 1989.



semiconductors in particular was the detonator. From early 1996, the global semiconductor market was in a state of oversupply and the prices of South Korea's chips plummeted. Thus, the Korean economy began to decline from 1996, and the pro®tability problem became much worse. According to a report of The Bank of Korea (1996), the net pro®t of listed ®rms in 1996 dropped by 55% compared with the previous year. The declining pro®tability worsened the ®rms' ®nancial situation because it forced Korean ®rms to look to the banks for greater borrowing. In 1996, the ratio of liabilities to net worth in manufacturing industry (317.1%) increased by 30.3% over that in the previous year (286.8%) (Shin, 1998).



6. Conclusion This paper argues that the current Korean economic crisis re¯ects the structural limits of Korean capitalism in generating continuous economic expansion. The success of the traditional development model was partly based on the practices of repressive labor regulation executed by the state and businesses, which facilitated the intensive mobilization of labor. With the nationwide democratization process and workers' empowerment, however, the repressive labor regulation strategy became ine€ective in the mobilization of labor from the late 1980s. Furthermore, for the last 10 years, the social actors in South Korea, such as the state, capital, and labor, have been unable to construct an alternative regulation framework for e�cient labor mobilization.
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Fig. 3. Pro®tability of Korean manufacturing. Source: Bank of Korea.



The crisis in labor regulation brought about hostile capital±labor relations, which in turn negatively a€ected the competitiveness and pro®tability of the Korean industries. Of course, this crisis does not necessarily produce the speci®c manifestation of economic crisis ± that is, the ®nancial turmoil ± that occurred in South Korea in 1997. However, the crises structurally conditioned the 1997 ®nancial crisis, and in combinate with speci®c conditions, such as ®nancial liberalization, the weakening of industrial policies, and the ®nancial crisis in Southeast Asia, the crisis in labor regulation produced the ®nancial turmoil in 1997. References Aglietta, M., 1982. A Theory of Capitalist Regulation. London, NLB. Amsden, A.H., 1989. Asia's next giant: South Korea and late industrialization. Oxford University Press, Oxford. Amsden, A.H., 1990. Third world industrialization: global Fordism or a new model? New Left Review 182, 5±31. Bae, K-H., 1986. Korean Economic Growth and Management Ideology (in Korean). Journal of Korean Sociology 20, 99±116. Boyer, R., 1990. The Regulation School: A Critical Introduction. Columbia University Press, New York. Boyer, R., 1995. Capital±labor relations in OECD countries: from the Fordist Golden Age to contrasted national trajectories. In: Schor, J.B., You, J-I. (Eds.), Capital, the State and Labour. United Nations University Press, Aldershot, pp. 18±69. Chang, H.J., 1998. Korea: the misunderstood crisis. World Development 26 (8). Chang, H.J., Park, H.J., Yoo, C.G., 1998. Interpreting the Korean crisis: ®nancial liberalization, industrial policy, and corporate governance. Cambridge Journal of Economics 22 (6).
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