Post-Han River Miracle
South Korea: A
Developmental Model?

Greg Scarlatoiu

Instructor, IS 423, HUFS ISS 2015



Korea is an economic powerhouse, the world's 15™ [argest
economy

Korea achieved extraordinary economic success, going “from
rags to riches™ over only a few decades. This process took others
two centuries.

The US.-Korea alliance was key to Korea's economic success.

Koreans achieved this extraordinary economic success through
hard work, bold entrepreneurship and innovation. The “Han River
Miracle” is a source of great national pride.

Trouble on the Korean peninsula is likely to have a cataclysmic
Impact on the world economy.

Korea's economic status has a significant impact on Korea's
restrained and responsible behavior as a nation-state.






Post-War Seo

Refugees from theKorean War Cheonggyechon (4 A1, now
enter Seoul Downtown Seoul) in the late 1950s
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The 63 Bﬁilding, next to the Han River
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The South Korean economy expanded from approximately 30 billion to
almost 1 trillion dollars between 1960 and 2007
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The U.S.-ROK alliance: security and open markets

President Park Chung-hee's legacy: was military dictatorship
necessarye

Transition from import substitution to an export oriented economy
Five-year plans

Government-business collusion and regional bias

Focused leadership, bold entrepreneurship, available financing
Korea's bureaucrats: a generally untainted meritocracy

Korea's think-tanks: KDI, KIEP, KINU, IFANS etc.

The competitive civil service examination

Export targets as performance measurement mechanism

Korean innovation beyond reverse engineering: from “hwacha”
and “kobukson” to LG Chocolate, OLEV and ion-lithium batteries

Accelerated growth accompanied by lax government
regulation






» USD 3216 million In property damages
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“South Korea's ferry iragedy. fouches on
counftry’'s suicide epigdemic”

1.6.1. Suicide mortality rates, 2011 (or nearest year)

Ape-standardised rates per 100 000 populatian
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o Kang Min-gyu, the vice-principallof the school that was
apoard the Sewol commiited suicide because he felf

esponsible
o Souih Koreaihas the highest suicide rafe (24./7 out of 100,000
pPersens). o any-OECDIcouniny.
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Corporate Korea:
Legacy

Five basic human relationships:
ruler to ruled; father to son;
husband to wife; elder brother
to younger brother; friend to
friend

Unequal heirship in favor of the
eldest son

Seniority and personnel
management

“Authority” ensures “harmony”

Obedience, uniformity and sense
of belonging

A Confucian ritual ceremony in Jeju, South
Korea




The Confucian Legacy

¢ Traditional family
management and
exclusionism

Kinship: schools and
birthplaces

Post-1997 changes in

corporate and political

culture: diminished

chaebol influence,

younger top managers, e e e
women and foreign C bstantially and welfare potcies or
corporate executives women were expanded




Religion in South Korea

Plurality does not identify
with any religion

The most popular religion is
Christianity (24% Protestant,
7.6% Catholic)

Other religions include
indigenous Korean shamanism
such as Muism (Mugyo) and
Sinism (Shingyo)

A small percentage identify
Confucianism as their
religion, although most
associate it with ethics and
culture rather than religion

Buddhist
/ 24°2%
Other
0.9%

Source: CIA World Fact Book (2010)
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Catholic missionaries arrived in the late 18t century, followed by Protestant
missionaries 100 years later in the 19t century

Despite early persecution, Christianity began to take strong root during
Japanese colonial rule due to the waning influence of Buddhism and
Confucianism as well as the involvement of many Christians in independence
movements

economic growth, as success is seen to connote God’s blessing (i.e. the
Protestant work ethic)

Some say Christianity’s more recent growth is associated with the country’sH R
NIIL/Z
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Sources of Perceive

Disparity in living standards
between urban and rural
areas; gap narrowed through
Saemaul Movement in the
1970s

Discrimination on both the
community and individual
level against the people of
North and South Cholla

Province (the “TK Mafia”)

Government control of the
financial system created
substantial disparities
between the chaebol (access
to credit at low rates until
the late 1980s) and capital-
starved SMEs

South Korea’s andro-centrism
and the gender gap




Factors Mitigating Perceivec
Inequality

Liberalization of the labor union movement
post-1987

Education significantly impacts social
mobility; elitism as a side-effect (Korea
Military Academy, SKY universities)

The competitive government examination (a
distinctive feature of the Han River Miracle)

Affirmative action programs, dealing with
gender disparities (since 2006); still,
employment-to-population ratio 52.6%
(women ages 15-64) vs. 73.9% (men ages 15-
64); average earnings only 60%

Programs dealing with the delayed
development of Cholla

Social welfare is widely accepted, both sides
of the political spectrum running in favor of
these programs
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A labor union demonstration in Myongdong
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June 2014=
3.40%




The Low Carbon, Green Growth (LCGG) vision

Korea as a responsible exporter of peaceful nuclear
technology ($20 billion UAE deal)

Korea as a provider of international security, humanitarian
and development assistance

Does the “Korean Wave" have a future?




Challenges

Inerability to external shocks (the need to create

Al O = )
gy deper ./ ce and vulnerability to high oil prices (the need to develop
d clean energy sources)

rnative andag ¢
ulnerability to exchange rates fluctuations (despite the sizeable current
foreign currency reserve-about $300 billion)

* The need to hedge against disruptions affecting the supply chain of critical
minerals

* Competition with both Japanese quality (currently successful) and Chinese
prices

* The confrontational character of labor relations

* The aging population: until recently the youngest OECD nation; “aging”
society in 2000, “aged” by 2018, and “super-aged” by 2026

e The environment

* Shifting family and corporate relationships and values

e North Korea

-




e From recipient to donor of international
humanitarian and development assistance

e A new player on the international
development scene

e Legitimacy derived from “middle power”
status

e The need to assess own development
experience to identify applicable best
practices



e Korean values, export-led growth,
geopolitics and the U.S.-Korea alliance

e Given the uniqueness of its distinctive
features and determining factors, the
Korean model of development is not
replicable in its entirety

e “Middle power” Korea has the moral and
professional authority to apply selected
components of its experience to a
developing country context



Brief history: establishment of Economic
Development Cooperation Fund (EDCF) in 1987 and
Korea International Cooperation Agency (KOICA) in
1991

ODA/GNI ratio still comparatively low, but
continuously growing: 0.02% in 1991, 0.09% in 2008,
0.10% in 2009; 0.14% in 2012 (narrowly missing
0.15% target), not yet at OECD/DAC member
average of 0.25%

If average ratio is reached, ROK ODA could amount
to US$ 3 billion by 2025, an extraordinary expansion
of the US$ 57.5 million allocated in 1991

International partnerships are needed; capitalizing
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Quintessentially Korean values enabled Korea’s
development

While Korea can’t claim monopoly over such values,
they can foster a culture of development in a
developing country context

The study of Korean language, culture, tackwondo
and the “Korean Wave” can contribute to promoting
a culture of development

Korea’s successful behavior change campaigns: the
Saemaul Movement and its overseas followers

Korea’s Specialty Areas



Donors can’t afford to retain all requisite expertise
in-house

ODA is an industry that offers significant
opportunities to both for-profit and not-for-profit
actors

The eight MDGs: Korean private and public sector
players can capitalize on their comparative
advantage

In addition to involvement in large infrastructure
projects, the Korean private sector can get involved
in the “softer” side of development

Opportunities to be prime or sub-contractor can be
extended to both chaebols and SMEs



Many of Korea’s most successful industries went
through an “incubation” phase; international
development consulting can follow the same path

International development consulting can foster the
progress of Korea’s service sector

Both for-profit and not-for-profit actors can play a
role

Overseas training, degree programs and internships
are of the essence: OPT, WEST, and the need for
support by private-public partnerships

Offer opportunities to foreign players, and seek
reciprocity; internationalize procurement process



Korea’s automobile, high-tech, “green” and other
industries depend on a stable supply of critical
minerals

Minimizing vulnerability to restrictions imposed on
the supply of such minerals by competitors

It is advisable to harmonize international
development efforts with Korea’s avant-garde
resource diplomacy

Comprehensive ODA packages could include
assistance with geological surveys and exploration

Korea was a latecomer in oil exploration, but can be
a “benign leader” in the exploration, extraction, and
distribution of critical minerals of growing



Korea, a “benign middle power” bridging the gap between
developed and developing nations

Do not replicate “Han River Miracle” in its entirety, but
selectively apply best practices of development policies

Acknowledge the importance of international development as
an industry; the “incubator” approach

Encourage and support young Korean talent seeking relevant
overseas experience

Further open Korean ODA procurement to foreign bidders

Harmonize international development efforts with Korea’s
forward-looking resource diplomacy



