Tuws WarsITo // The Post 1997-Crisis Democratizaiion In South Korea

The Post 1997-Crisis

{2 case study of indusirial relations)

Democratization In South

Korea (a case study of industrial relations)’

By Tidus Warsito®

ABSTRACT:

The field research was set to find out the
correlations between the 1997 monetary crisis
and the process of democratic consolidatian in
South Korea, especially in term of industrial
refations. As complementary components of
industrialization; state, business and labors are,
by nature, often performed conflictual actions.
Like in many other developing contries or newly
industrializing countries, South Korea experi-
enced a sfrong developmental state regime
where state have a very light relations with
business group, while their labor palicy was badly
repressive. But as the 1997 crisis occurred, the
three conflicting and competing parties seemed
to agree to some points according to solve the
problems affected by the crisis The process of
democratic consofidation seem to be swifted
because of it.

The question of why the crisis seems to swift the
demeocralization needs to be observed by then.

The research was started by exploring the cause
and impact of crisis to the three parties. Some
facts were found thal the 1997 crisis afiected all
the economic, social and political sectors of the
nation, which by any means it became a common
threat of the nafion. Some slrategic recovery
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programs were set up, some agreement were
signed up, and by then the democratic consolida-
tion were being corfirmed
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s an effort in developing the

mechanism of social-political

system, democratization can be

observed from many angle of
approaches that are considered relevant
for an analysis. In this research, the term
of democratization after the 1997 crisis
in South Korea is a case-study about the
relationship between government, busi-
ness and labor, or better known in Ko-
rean as the no-sa-jung relations, in a com-
parison between the era before and al-
ter 1997 monetary crisis,

1.THE FORMULATION OF QUESTION

This rescarch will set a compari-
son of some related aspects in the pro-
cess of democratzationin the no-sa-jung

relationship that occured before and
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after the crisis. The 1997 monetary cri-
sis was reckoned as the important ame
aspect since it was very critical monien-
tum in Asian, especially in regards to its
global role. Since the early 1960%, the
country gained an average 10% econo-
mic growth every year, This success has
been developed based on strong govern-
ment policies, called as a statst appro-
ach {etatism}. Based on the same appro-
ach, the state developed a economic
plan for national and sectoral business
development, which has also been run
based on this policy.

There arc at least 3 important ele-
ments supporting the success of the eco-
nomic development in South Korea.
The first is when president Park Chung-
Hee, in 1996, introduced economic
policy accentuatng on export than im-
port substitution by maintaining the
level of foreign currency exchange val-
ues close to virtual exchange value.
Secondly, the level of saving and mvest-
ment (more than 30% GDP) during
more than 30 years was very helpful in
assuring capital reservation accumula-
ton, Thirdly, educated and highly mo-
tivated human resources were very Im-
portant for fast development.

Haggard and Moon, categorized
South Korea’s political structure as a
strong nation which was predorminated
by top executives, bringing about a me-

chanism of decision making that was
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separate from social pressures.” There-
fore, there are 4 {four) factors thart allo-
wed South Korea to apply a staast ap-
proach: (1} the existence of non-politi-
cal institutions able to intervene in pri-
vate business; (2) the weakness of labor
groups; {3} anti-communism authorita-
rianism; and (4) the existence of tech-
nocrats consciously developing the in-
dustrial structure with the main objec-
tive of creating economic independen-
ce."

Like in other countries that had just
started industrializadon, South Korea
also faced the same labor problems.
There are three classical problems that
usually appear at the beginning of in-
dustrialization. The firstis the weakness
of their organizational ability. The sec-
ond 1s no laber party or political party
significantly speaking about laborer’s
interest. While the third is, that “senior’
labors were not ready to compete openly
agamst the “juniors”.”

Park’s very strict policies resulted
him killed by his own former head of
intelhigence {1979). The assassination
triggered the reforms movement to take
action, especially by the students. Since
the Kwangju tragedy, where some 200
students were killed by the army, later
leading general Chun Doo Hwan to
become the fifth president of South
Korea. Under Chun, the political sys-
tem became repressive. The policy of



Tuws Warso / The Post 1997-Crisis Democratization In Soulh Korea

an export economy had brought in the
foreign investment guaranteed by the
government, but those gaining the bene-
fits were the conglomerates (chaebol),
while labor groups remained in a weak
posiiorn.

The second pattern was when the
civil government took over the govern-
ment from the military regime, or when
Kim Young Sam replaced Roh Tae Woo
(1992). If the first pattern was said as
state corporatism, that was when the sta-
te “the master” of the industrializaton
process, while the labor groups became
“slaves”.

Mutually beneficial traditons be-
tween the government and businessmen
in the military regime was changed
when Kim Young Sam, an oppositon
leader, was elected as president. He at
once announced that he would never
accept any political fundings from the
business sector. His two former presi-
dents, Chun Doo Hwan and Roh Tae
Woo, were allegedly accused of accept-
ing bribery. On the 17 April 1997, Chun
was sentenced to life and Roh received
a 17 year sentence.

1997 Economic Crisis

The state’s economic policy that
has rolled for so long resulted in moral
decadency 1n international as well as
national level. In the 1960’ and 1970’
president Park’s regime always provided

(a case study of industrial relations)

mternational loan guarantees more for
the shake of big South Korean corpo-
rations. Since 1990, the government had
no longer provided any guarantees for
the same loans, although the interna-
tional investor still had an expectation
that the government would do the same
thing in the future.

'The nation started showing symp-
toms of economic downturn in 1996.
Industrial product growth decreased
from 14% per year in 1995 to 10% in
1996. The growth level in the manufac-
turing sector selling also decreased from
20% per year in 1995 to 10% in 1996.°
27% out of 30 noted conglomerates
experienced debt-guarantee ratio more
than 300% at the end of 1996, and so-
me 14 other conglomerates even expe-
rienced the ratio more than 500%. The
stock value in stock exchange decreased
up to 35%. At least 50.000 workers in
the sector were laid off in 1996. The
foreign debt went up from $102 billion
at the end of 1996, and $110 billion in
October 1997, while the short-term
debt percentage increased up to 39%
in a year. In the end, the total deficit
was $23.1 billion in 1996, which was
4.8% of GNP’

To make its better economic per-
formance, South Korean government
made an effort to change its national
economic structure through regulaton

reformation in the parllament. The first
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was the law of labors, which was pre-
sented to the parhament in 1996 that
wanted to erase long life labor by offer-
ing the possibility of having layofls. This
was aimed to get a better level of com-
petition of South Korean corporation
{at international level) through a free
labor market.

The second is the law draft on fi-
nance proposed in august 1997, This
was the government effort o consoli-
date the control of rade and commer-
cial banks in order to improve the au-
tonomy of the central bank of Korea.
Like the labor’s law drafts, this draft re-
mained in the parhament desk unal the
cnisis attacked.

The Crisis Turning Point
In the further development, Kim Dae
Jung who was elected a president in early
1998 conducted a brave economic and po-
litical policy. The economic development
increased up to 10,7% (the previous year
was only 5,8%). the GINP was lified up with
the amount of $1.839 in comparnison to the
previous vear (in 1993 it was only §6.742
becoming $8.581, increasing 2 points at 37
world’s best rank, previously at 39 rank).?
A polling conducted by monthly
Newsmagazine Winto give score on Kim
Dae Jung’s first year work showed that
87,7 percent of the respondents as-
sumed that Kim’s solution to handle the

€CONONIIC Cr1sls was very successful, and
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also the foreign support to his govern-
ment was scored very satisfying (54.4%
respondents). Even 82,1% respondents
believed that the presidential depart-
ments under Kim Dae Jung was con-
sidered very good at solving the prob-
lems faced by Korea at the time.”

2. THE MAIN QUESTION (HYPOTHESIS)

From the above description, this
research will be developed based on the
main questions: why did crisis seem to swift
the processof democratic consolidationarnong
the relations of government-business-laborin
South Korea?

J. RESEARCH METHODOLOGY

This research is developed based
on a library research including the con-
tent analysis of mass media and com-
pleted with a field research by using in-
terview technique by conducting an era
comparison on the efforts of democra-
tization that had been done by govern-
ment-businessmen-and labor before and
after the crisis.

The field rescarch conducted in
July and august 2003 in Seoul and seve-
ral industrial cities were sponsored by
AUN-KASEAS, the Asian University
Network with South East Asian study
department located in South Korea.

4, THEORETICAL FRAMEWORK
The discussion on democratization
1s basically a discourse on citizen or peo-
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ple’s relations with the state. For such
reladons, there are some approaches can
be applied to describe it. 1997 economic
crisis as the intervemng variable of the
rescarch will be analyzed at the begin-
ning, in order to be understood as the
trigger of the democratnzaton process
which had been running before and af-
ter the crisis. To present more support-
ing points of the evidence considered
unique, the concept of societal-corpo-
ratisn will also be applied.

Crisis 2nd The Daily Politics

The perception on crisis always
brings about the agenda for the govern-
ment to make a new policy. There is a
theoretical consensus that crisis gives a
larger autonomy for the elites of the
decision makers to make the options,
and the pressures they face encourage
them to make the very determining de-
C1S1005.

Empirically, some evidences can be
seen that crisis and the emergence of
reformaton are the two things that are
related to each other.” Crisis is always
signaled by the increase of people’s de-
mand, big r1sks, more focused attenton
to only certain things.

The rational actor model assumes
that the concept on uncertainty and the
risk to explain that a reform has to be
understood as an eflort 1o ‘satisfy’ and
gain ‘profit’. In bureaucratic politcs,

{a case study of industrial refalions)

daily roudnes and the decision makers
are very predominant untl the crisis
encouraged the decision makers to act
carefully towards the position, power,
and influence in the abnormal situation.
Each model predicts that the reform will
not succeed until a crisis came to hap-

pen."

Demaocracy Transitions

There are three sources of polit-
cal values as the procedural component
in achieving political development,
which are considered suitable with what
was said by Di Palma dealing with the
transitional condition in democratic
political development. To Guisseppe Di
Palma, building democracy is like cre-
ating an artwork. Democratic aitizen
can be formed or engineered by the ac-
tors of politics in a certain condition. It
works by applying some strategies, for
example by making joint agreement
among the actors to avoid the destruc-
tive actions {coup de tat, or violations),
or making agreements that are required
to settle down the conflicts, making any
negotiations and other democratic
rules."

When the phase of establishing
agreement could be passed through,
then it would be necessary to have con-
sohdauon by strengthening what they
have achieved. This kind of process, at

a certain pertod of development, is be-
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lieved to be able to make strong demo-
cratic political institution, so the con-
flicts in society can be managed institu-
gonally."” Huntington, in more details,
presented 4 (four) transition patterns; (1)
transformation pattern, when the gov-
ernment elites take the initiatives to lead
the democratization effort, like in Spain
after General Franco; (2) replacement
pattern, that1s when the opposing group
lead the movement toward democrati-
zagton, like in Argentina (against Peron)
east Germany or Portugal; (3) “trans-
placement” pattern, when democratiza-
tion started passing through the process
ol “bargaining” between the govern-
ment and the opposition, like what hap-
pened in Poland, Nicaragua and Bo-
livia, and (4) through the “intervention”
pattern when the process of democra-
tzation 18 formed and forced by exter-
nal actors like what happened in
Grenada, Panama or Japan after the
world war 11."*

What happened during the period
of mid 1970 and 1990, there were
35 (thirty five) cases of democratization
wich 16 {sixteen) appeared through
transformation, 11 (eleven) through
trans-placement, 6 (six) through replace-
ment and the other 2 through interven-
tion. It showed that more than one third
of the cases of democratization ap-
peared through negotiation(consensus)
between the government elites and the
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opposition group.” When Huntington
wrote 1t; South Korea’s case has not
appeared yet. It seemed that the recon-
ciliation done by Kim Dae Jung was
categorized as trans-placement, that is,
by giving amnesty to the two former
presidents who were prisoners, improv-
ing small-middle business." But, it could
also be classified as the “intervention”
model, according to the role of IMF and
the foreign banking in the country’s eco-
nomic recovery. Secn from the proce-
dure towards democracy, Kim Dae Jung
choice could be categorized as the de-

mocracy consolidaton.

Democratic Consolidation And The Political Learning
The characteristics of the demo-
cratic consolidation is identified by the
effort of establishing agreement of new
role plays. Nurton, Guther and Higley
assume that the democratic consolida-
tton 1s a rule which integrates all proce-
dural criteria of democracy and is also
a state where the main poliical groups
are willing to accept the existing politi-
cal institutions and support the demo-
cratic regulations.'” Valenzuela also sta-
tes that dermocratic consolidatdon requi-
res procedural consensus to erase insa-
tutional deviations from democracy.'®
One of the main characteristics of
the existence of democratic consolida-
tion is the transition period, that 1s the
significant change on political and so-
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Table 1: Strike Activity and Wage*

(a case study of industrial refations)

Wages
Manufacturing
Nominal wage 11.6 19.6 25.1 20.2 169 157 109
Laber Productifity 3.5 14 8 3.5 125 156 122 12
All Industries
Nominal wage 101 155 211 18.8 17.5 152 12.2 127
Lahar Productifity 106 14 6 15.0 16.8 9.1 7.4
Real wage 6.9 7.8 145 94 7.5 8.4 7.0 a,l
Independent Variables
Strike Actifity
Number of labor disputes 3.749 1.873 1616 322 234 235 144 121
Strike volume 1 628 1191 1365 S50 678 307 267 302
Labormarket conditions 38 3.0 A 2.6 2.7 3.1 2.7

Unemployment rate

cial mstitution. Even Vanczuela de-
scribes that transition symptoms encour-
age the consolidation.” It can be said
that transition is the main factor for the
consoltdaton centinuaton. Some other
factors considered o support are; a cer-
tain historical experience, solutions of
political conflicts, social conflict man-
agementi, and the loosing of military
role. In addition, it is necessary to note
that the democracy consolidaton can
he conducted due to the agreement and
cooperation of the elites. The role of
public opinion is also the determining
factor for the democratic consolidation

to run.?

Market

Market as the informaton media-
tor will strengthen the eredibility of each
side of the industrial relations. I the
job market was too tght becausc the

labor’s organization was strong, for in-
stance, the market would indicate the
negative iInfluence. I the ellect were oo
bad, the public support 1o the labor’s
struggle would decrease. The market
would restrict the bargaining area. If
the labor’s demand was more than what
was offered by the market, they would
lose their credibdity.

Theincrease pattern of labor wage
showed high-rise since 1987, The level
of nominal wage raise motivated the
productvity consistently in that year.
The wage raise was increasing higher
for the next 5 years until 1992, The ra-
tio of wage payment and GNP in-
creased since 1987 convincingly, and in
1992 the comparison reached 61% ol
51,2% 1n 1986, As a comparison, the
rario was only around 50% 1n 1980 —
1980. (see tabel 1)

The economic condition during
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democracy era also supported the wage
raise. The job market was very oght in
1987; unemployment (in non-agricul-
tural sector) decreased unul 3,8% of
average 4,9 in the last three years, and
continued decreasing untl 3,1%. How-
ever, the real wage raise was higher in
1988-1989 than in 1991-1992, even
though the number unemployment was
higher at the same period. The high
demand of labor force in 1991-1992
was caused by construction sector of
housing program declared by president
Roh Tae Woo.

Later, the compeutiveness, de-
crease caused by the wage increase in-
fluenced the labor expectation in two
things: First, labor activities, especially
with violence and legal violation that
would decrease public support. Second,
labor’s group would give concession to
the labor standard that they fought for.

Legal Institution

The court was a political source,
which was implemented through their
decision in some important cases. The
Supreme Court announced that the
prohibition for the third side to inter-
fere (in labor disputes) had been enacted
in January 1990, and so had the gov-
ernment rejection toward a teacher
union in 1992,

In having negotiation on labor’s

act, the court actions always based on
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the legal’s interest and it seemed that
the public supported it. When the legal
institution broke its support to the
labor’s demand, the public would spon-
tancously put their positon in the labor’s
interest, and thus they strengthened the
labor’s bargaiming positon,

In certain cases, the rule made by
the court in facing labors 1n illegal ne-
gotiation was badly needed to make the
labors fulfill democracy procedure. Ini-
tially, they were objected with the term
of illegal negotiation. KTUC said that
between March 1988 unul April 1992
there were 24,6% labors who were ar-
rested based on Labor Dispute Adjust-
ment Act - LDAA, 15% of them had
something to do with a company act,
35,1% wiolence violation, 18,9% viola-
tion in court room and demonstration,
7,6% inhibited the officers’ examination
and 15% violation to security act. Some-
times, in guilty labors were also in jailed
while the government was never taken
into account.

In 1991, when the labors went
strike as their protest to some of their
leaders, the supreme court decided that
those activities was not included as la-
bor negotiation. Thus, 1t was regarded
as legal violation and their activities
impeded the company. This Supreme
Court decision motivated the govern-
ment to put LDAA into effect and forced
the labors to obey it.
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The court sometimes also became
the labors’ side if they were involved
with the only representative of labor
union, and also the prohibition of strike
right for government officers. In March
1993, the Act judicature found consti-
tutional inconsistency in section 12 {2)
which stated that LDAA prohibited the
government officer 10 do mass action/
activities, The Supreme Court also chal-
lenged to some legal action pressure
done by the government, In April 1992,
the Supreme Court legistated that re-
muncration must be paid when a strike
happened, and it weakened the govern-
ment policy on “no work no pay”.

The court decision varied and did
not take only one side. Sometmes the
court might take sides on the employ-
ers or the government in some legal vio-
lation, and another occasion it took sides
on the labor in the case of the sole la-
bor union. This policy would motivate
other sides to behave fairly.

The International Pressure

The international pressure func-
toned in other thing. The actvity done
by labor’s group in more successful
countries became the main references
for the labor’s group. In the industrial
relations, the international standard that
prevailed m International Labor Orga-
mzaton (ILO) gotlepmimacy, so any side
that supported this standard would get

{a case study of industrial refations)

public support.

Since 1993 the International La-
bor Organization (ILO} warned about
the importance of Labor Act Reform
that was in line with ILO standard and
the principle of organization freedom.
The labor act which was strongly criti-
cized by 11O was about: a sole union,
the involvermnent of the third side (in a
labor dispute) and the prohibition to
unite for government workers and
teachers.

Those international pressures were
stronger in 1996 when South Korea
tried to join organization of Economic
Cooperation and Development —
OECD. This Internatonal institution
required the changes of South Korean
Labor Act in order to be appropnate
with the international standard.

If the labors got pubhic support, the
employers would lose it. If the tabors de-
cided to continue their activities by hav-
ing public support in their side, the pos-
sibility of employers to survive was small
or in other word the employers finally
would compromise. The poliacal learn-
ing theory showed that the labors and
employers would have an agrecment 1f
the political learning had fulfilled a cer-
tain requirement for both sides. The
problem that appeared was not about
whether they would have an agreement
in the [uture, but it was about how and

how fast they could compromise,
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Rational Acter Model

The problem of a decision-mak-
ing was about how the decision makers
gathered the information, considered
some possible actons and then choose
based on the most potential prefer-
ences.” Previously, the rational actor
model were established from a classical
economy theory by which each actor
was regarded capable to esumate all
possibilities based on complete informa-
tion, and then arrange the priority scale
based on the most optimum ways in
order to reach a certain goal.

Some decision-making theories
were then developed by the following
concepts: bounded rationality, satsfying,
and incremen-talism.”* These additional
concepts thought that: since the perfect
ranonal choices were complex while the
available time and attention were lim-
ited, the decision makers {either indi-
vidually or organizationally) usually
could not reach an opumal solution of
a case. They only got “satisfaction”
based on a certain criterion.

Incrementalism explained that the
decision maker tried to decrease uncer-
tainty, the possibility of conflict and
complexity by restricting the changes
from tme to tme.” The more uncer-
tainty there was, the more perfect strat-
egy was needed.

Societal Corporatism
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The interest representative system
m South Korea has moved from state
corporatism to pluralism in the transi-
tion of democracy. Under the pluralis-
tic representative system, many interest
groups that strengthen the civil society,
hegemonic consolidation of the capital-
istic class and labor developed boih
quantitative and qualitative records.

According to Katzenstein, societal
corporatism (democratic corporatism)
in managing the interest group has posi-
tive roles in creating politcal stability
and economic flexibihity as well.” This
happens because the concepts protect
the balance of the interest group and
the economic classes from any conflicts
and always find conflict solutions
through interest groups representatives
from all sectors of the society o the
structure of the government decision-
making.”® Different from the pluralism,
societal corporatism stressed out that the
state proactively forms and develops the
interests intermediary system and re-
sponstble to 1ts results.

According to Schmitter, both plu-
ralism and corporatism give some basic
assumptions. Both of them realize, ac-
cept and try to handle the development
of the structural difference and the van-
ous interests of the modern political
society.?’ But, both of them offer con-
tradictive solutions.

So, societal corporatism is the com-
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binarion of the pluralism with the state
roles autonomously in politic. In short,
the main characteristics of the societal
corporatism are as follows: (1) the in-
creasing quantity and quality of labor
associations, (2) the existence of politi-
cal organizations or parties that support
labor sector’s interest, (3} conducive so-
cial and cultural environment (o man-
age conflicts, fuse, concessions and com-
promises, (4) labor-businessmen rela-
nonship as a strong organization with a
collecave vote right, and {5) government
as mediator.

Since 1987, South Korean democ-
ratize the political, social, and economic
matters. State corporalism as a means
to handle interest conflict done by the
previous regime became pluralism or
societal corporatism. South Korca had
done the social agreement twice. The
first was through the President Commis-
sion on Industrial Relations Reform
(PCIRR) that was established in the era
of Kim Young Sam’s government. The
second was the Tripartite Commission
under Kim Dae Jung administration.

PCIRR did not result in significant
things because of the pluralistic mita-
tions to the state while the Tripartite
Commuission had positive roles in the
process of economic structure adapta-
tions. PCIRR was firstly established as
a tral to the social agreement for the
social consultancy of the South Korean

{a case study of industrial refations)

people. Even Kim Young Sam govern-
ment that was pro-capitalistic had made
the social consultancy among the three
parties difficult. The government’s role
to support the social agreement process
was very weak.

On the other hand, Kim Dae
Jung’s government’s attitude towards
those pro-labors could support the la-
bors’ participation in decision-making
process on the social agreement. When
Kim Dae Jung’s government actively
involved itself in tripartite commission
the interest intermediation situation was
soon formed as expected in societal

—
cooperatism.

5. CONCLUSION

Based on the above notions, temn-
porary conclusion indicates that 1997
econormicctsis hasstrengthened the demaociatic
consolidation on government-business-fabor re-
Iattons in South Korea, since crisis introduced
sorme polfdcal learnings o the government, biisi-
ness and Iabors to conform the procedures of
demociatic consolidation as their main way to
swrvive frm crisis.
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