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"Weadlth is evidently not the good we are seeking;
for it ismerely useful and for the sake of something else.”
-- Aristotle’
|. Introduction

Many development scholars now believe that people and the quality of their lives are
at the center of the development challenge, and that political optimization and human
development are necessary for developmental progress. For such rethinking about
development, Korea® provides a good forum. Korea represents a particularly interesting case
not only because of its general world-historical importance (one of the best success stories
that has critically undermined the dependency or neo-Marxist explanation for the troubled
industrialization experiences of non-Western countries®), but also because Korean dirigisme,
or system of state-led development, carried with it a flawed authoritarian disease which
withered the fruits of development by directing the development process without regards for
the needs and lives of ordinary citizens.

In terms of development in a purely economic sense before the 1997 Asian financial
crisis, Koreawas the IMF's poster-child, the developing country that had obeyed all the rules
and prospered. Korea, an OECD member since 1996, aimost uniquely had made it out of
the poor country category and into the ranks of the developed economies. After the
wrenching financial collapse of 1997, however, Korea was often taken to illustrate the need
for opening markets and to show the dangers of state-directed development. While there are
elements of truth in both stories, neither provides an adequate account of Korean dirigisme.
This paper offers an alternative understanding and a critique of how Korean development has
been interpreted by those such conventional analyses.

The problematique this paper examines lies at the intersection of two areas of

discussion-- development and the state-- often carried on separately and by different
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professional and academic groups, but both must be understood together to make accurate
sense of Korean dirigisme. Development economists,* though increasingly in recognition of
the role of the state in economic development, have not been interested in an empirical
understanding of the state: what it does, how and why. For instance, this paper contends that
dirigiste development strategies and the formation of societal support coalitions were the
result of state leaders’ or ruling cliques' joint political-economic choices, but such phenomena
have ssimply been outside their purview. On the other hand, the states in East Asia-
especialy Japan, Singapore, Hong Kong, Taiwan, Korea and China-- can hardly be thought
about apart from their developmental agenda.”

The argument of this paper istwo-pronged. Oneisamodel of how dirigisme works.
Developmental state proponents® have argued that a rational and autonomous bureauicracy
dedicated to development organized and led the phenomenal economic growth process in
East Asia. Various developmental state arguments have clearly sharpened our understanding
of how the state outperformed the market, and with what kind of intervention (its autonomous
bureaucracies intervened in accord with market opportunities), but they have not addressed
the question of why the state intervened in the way it did or problematic consequences of such
intervention. Thus they cannot coherently explain, for example, why Japan, Taiwan, and
Korea chose distinct dirigiste modernization strategies in spite of their common challengesin
catching up with the West, homogenizing international pressures and constraints, and their
broadly similar historical, cultural, and institutional legacies. Why did these similarly strong
states take different roads to economic development and modernity? What Zysman’ calls
credit-based, price-administered financial system well characterizes the three countries, but it
cannot tell us much about why these similarly structured financial systems have been wielded

differently to produce widely divergent industry structures. While small firms flourished as
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the major employers and exporters in both Japan and Taiwan, for instance, the fate of small
business in Korea appeared hopeless, at least until the early 1980s.® Financia policy is a
good indicator of the level of genuine state support for small business. Financial
independence directly trandates into social well-being and political participation, and the
performance of small businesses shows how much average citizens have been able to partake
of the respective nation's rapidly growing economic pie. By focusing on the case of Korea,
this paper counters the developmental state arguments by elucidating the political nexus of
power, and how state power holders used their position to direct development and divide the
benefits in an imbalanced manner, with the majority of the benefit accruing to a certain few
chosen as proxies in business to carry out the orders of the power holders.

The other argument is about people-centered development. This means an
understanding that social cohesion, economic equity, and human dignity represent values as
or more precious than narrowly defined economic efficiency or national competitiveness. A
people-centered development aims to secure the well-being of people. Development has often
been measured in terms of GNP growth or level of industrialization, but as Amartya Sen
brilliantly argues, development is also inclusive of freedom and the increased capacity of
ordinary citizens, including freedom of and open participation in the political, economic and
social realms.” In contrast, developmental dictatorships are fundamentally flawed. In Korea,
dictatorial suppression of open dialogue and dissent in the name of political stability and
economic growth was judtified as a key element of dirigisme as practiced. Although
developmental state scholars such as Amsden see no reason why a "strong" state cannot be
compatible with political democracy, she points to the link between the authoritarian nature
of the "strong" Korean state and the success of its economic policies.’® Wade also views the

"authoritarian-corporatist” stateasa key factor explaining Korea's successful interventionist



policies.™

Developmental state proponents slight the fact that Korean dirigisme harmed equity,
democracy, socia cohesion, and thus the people=s ability to take the initiative, innovate or
form viable civil society.”® Evans argues that Korea=s information technology industries
outperformed those of Brazil and India not only because Korean bureaucracies were
professional, meritocractic and autonomous, but also because they were closely tied with the
business sector.® However, political power holders tightly controlled the recruitment and
operation of ministries and other state agencies, resulting in rampant regionalism and
politicization of government bureaucracies; the authorities= close ties with big business
brought about collusion, cronyism and corruption on agrand scale.*

Top-down authoritarianism and a people-centered development are not compatible
and actually stand in fundamental opposition to each other. In Korea, the authoritarian
leadership's disregard for the dignity and importance of its weak and overlooked people
inhibited the expansion of a people-centered development. Development centered on people,
at its core, values the dignity of human beings-- down to the last person. While the state-led
development provided access to greater amounts of material goods for the people, this was
done at the behest of limiting or even subduing any active voice other than the dirigiste voice.
Human dignity requires not just access to material goods, but also a meaningful and dignified
place within the human family, society and social arrangements. This paper contributes to
creating the bridge needed to link economic development and the building of a humane and
open society. Thisisindeed the very purpose of development.

By looking at the way in which the state meddied with the economy as a deliberately
selected course, an analytic account can be taken of the dysfunction of developmental statism,

which | aso term diseased dirigisme. The diseased dirigisme originated in the Park Chung
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Hee era’™® and despite some state-guided modifications of its worst pathologies in the
following regimes, the fundamental institutional structure and policy legacies remain,
limiting and constraining policy options, injuring the social fabric and preventing the
inclusion of the ordinary citizens in society. The inequity between the often-bitter
deprivations suffered by small firm operators and other ordinary citizens and the sweet gains
reaped by a few big business conglomerates, known as chaebol,*® remains symptomatic of
Koreas dirigiste disease. The diseased, undemocratic dirigisme had four essential
characteristics which distinguished it from devel opment centered on people: 1) top-downism;

2) use of vested interests as proxies; 3) growth-at-all-costs; and 4) battle speed.

II. Top-downism

Top-downism is characterized by vertical political structure, centralized and
monopolized policymaking, the absence of institutionalized checks and balances, and a
uni-directional flow of power and influence that discourages bottom-up policy feedback.

This vertical structure can be seen as a "brain-dominant” state, where policy choices
reflect the political aims of the ruling elite, and the body politic's ability to give feedback to
the power center is limited. While top-downism can provide rapid GNP growth, ascending
numbers alone do not describe development. This view leaves out people's actual social and
life conditions. Focusing on growth numbers alone creates patterns that become over time

dysfunctional, posing rigid obstacles to renewal and further devel opment.

Top-downism: the Korean Experience
Power in Korea remains highly concentrated in the central state, symbolized by the

presidential residence, the Blue House. Given the relative weakness of societal forces in



6

checking the power holders control and exploitation of dirigiste state apparatuses and policy
instruments, control of the central state or the presidency mattered the most in terms of power
balance. Government policies were the outworking of political and economic choices of
modernization strategy by dirigiste regime coalitions. Developmental state arguments
notwithstanding, career bureaucrats were in no position to make strategic decisions. Key
power holders decided on a strategy, or strategic shift, which best suited their political needs
and interests-- including needs for economic growth-- by heeding some technocrats advice
and not others.'” President Park Chung Hee's modernization strategy in the early 1960s
instituted this militarized system of strictly hierarchical decision-making, where the body
politic was relegated to uniformly carrying out decisions made at the top.*®

The dirigiste state was not, to be sure, totally indifferent to societal interests, as the
authoritarian character of the regime underlined the necessity of its building some semblance
of popular support or acquiescence. Because the military regime in Korea came to power
through violent means, its rule always had to contend with the threats to power that
illegitimacy and popular disaffection posed for it.*® Hence, concern about the political
ramifications of choices of modernization strategy created some room for input from below.
But the societal participation was limited. What critically influenced the strategic choice was
the formation of competing coalitions within the ruling elite and the winning coalition's task
of building legitimacy and authority.?

Koreas top-downism was extremely dramatic, arbitrary and sweeping. In 1961, for
instance, Korean authorities nationalized private banks, which had been denationalized in
1957, only to privatize them again in the early 1980s. And in 1972, they practically nullified
al informal curb market loans, the chief beneficiary of which was the largest debtors, i.e., the

chaebol.
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Park's military authoritarian state, especially during the 1970s, approached economic
development by running a series of military campaigns that turned industrial workers into
"industrial warriors." The military, in Korea as elsewhere, values ends above the means. how
awar is won matters less than the victory achieved. Subordinates have very limited input. A
popular book during the time of rapid industrial expansion was a re-make of Sun Tzu's The
Art of War; however, this modern version interpreted the war to be not a military one, but an
economic one, and talked about conquering the world not by colonialism, but by market
share. Even today, preoccupations with efficiency and international competitiveness smack
of the powerful rhetoric of war, leaving human and social factors out of the equation. The
top-down dirigiste state left the human element outside of its purview for many decades.
People were seen as mere cogs in the wheel of the economic-growth machine, and such a
militaristic operation |eft little room for their feedback.

This top-downism proved quite useful in the early stages of Korean development,
since many people lived in dire poverty and lacked the skills and sophistication to move
forward with modernization by themselves. The state, with its strong-willed
general-turned-leader at the helm, could catalyze rapid change. But as the political economic
system grew more complex and the body politic gained confidence beyond carrying out the
production orders, top-down statism outgrew its usefulness and hindered flexible innovation

and change.

[11. Using Vested I nterests as Proxies
Using vested interests as proxies refers to the selection of a rather small number of
big entrepreneurs who carry out developmental orders as agents of the state and in return

receive privileged access to investment credits, and oligopolistic, if not monopolistic,
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licenses. In the diseased dirigiste state, those who monopolize political power have every
incentive to make the policymaking process non-transparent to preserve their control of the
state and ensure their political survival. Divergent voices are excluded, and those not easily
excluded are actively suppressed.

Such a system is often riddled with corruption, for as Lord Acton astutely observed,
power tends to corrupt, and absolute power corrupts absolutely. However, our concern here
is not crony capitalism per se or corruption in genera (from which all societies suffer in one
way or another), but a particular kind of corruption: the political-funds-for-economic-favors
exchange, caused, reinforced and reified by the principal-proxy nexus between the
exclusionary dirigiste state and politically-connected big businesses. The central problems of
such a system lie in the absence of independent outside checks, public accountability, and
inclusion of the ordinary citizens and civil society in both the policymaking and

implementation processes.

Using Vested I nterests as Proxies. The Korean Experience

Koreas long history of cronyism or political-funds-for-economic-favors deals was
made possible by the concentration of power in the central state, but President Park's
modernization strategy was a deliberate choice within the political and economic constraints.
Park decided to utilize a small number of chaebol as the main proxy of economic growth for
two reasons. First, he calculated that it would be easier to control a few big capitalists at the
top than a multitude of small business people. Park, at heart, was an anti-capitalist and would
probably have preferred to use state-owned enterprises to engineer rapid industrial expansion,
as Taiwan did. However, because Park needed to show the United States that he was

unquestionably anti-Communist, he could not choose this path. Instead he picked a few
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private proxies. Second, it was easier for Park to raise the necessary political funds through a
few chaebol owners rather than a thousand small business entrepreneurs. Thus the politics of
proxy was born.

Korea continues to suffer from this problem of corruption-permeated €elite politics. In
a speech at the annual meetings of the World Bank and the IMF in 2000, World Bank
president James Wolfensohn said that President Kim Dae Jung "was elected to deal with
corruption and cronyism, but has not yet been successful in doing so.... You can mask the
problems by economic growth, but you have within it the seeds of the next crisis."?* But
attention on symptoms of cronyism and corruption should not obscure the dirigiste disease
deeply underlying the pathological phenomena.

The legacy of the principal-proxy nexus between state and chaebol persists to this
day. It is akey factor underlying the "miracle” and near "meltdown™ of the nation's economy
and the debilitating public resentment, cynicism and distrust that strain the social fabric and
bog down state efforts at reform or reconstruction.”? Despite developing an impressive array
of fair trade laws and policy tools to relax the concentration of economic power since the
early 1980s, the share of the five largest chaebol in manufacturing sales and value-added in
1995 recorded 26 and 27 percent, respectively.?® The share of monopolies and oligopolies in
Korean manufacturing in 1990 also remained extremely high at 81 percent in terms of
number of products and 64 percent of total sales volume.?* The often coinciding interests of
state power holders and the domestic market-dominant chaebol limit the reform of the same
oligopolistic structures that laid golden eggs for them.

One of the most glaring consequences of Korea's collusive state-chaebol nexus was
the comparative underdevelopment of small business. As of 1986, for instance, Korean small

firms accounted for only 35 percent of manufacturing exports vis-a-vis over 60 percent in
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both Japan and Taiwan. The backwardness of Koreas small business sector was also
reflected in an abundance of petty firms and a dearth of healthy medium-sized corporations.
Petty businesses with 5-19 regular employees made up 72 percent of all firmsin 1995, while
medium-sized firms with 50-299 employees constituted only nine percent in the same year.®
As of the early 1990s, petty manufacturers with 1-19 regular employees comprised nearly 82
percent of al small manufacturers; yet they accounted for less than ten percent of aggregate
sales and nine percent of value-added by small manufacturers.?> Moreover, only 30 percent
of Korean small manufacturers were fully independent in 1993.2” In other words, 70 percent
of the country's small manufacturers depended in varying degrees upon big firms' purchasing
power and oligopolistic market control to sell their parts, components, or semi-finished

products.?®

V. Preoccupations with Growth
Economic growth entails social pain, and rapid growth is particularly wrenching.
Modernization and economic change had terribly destabilizing effects even in Britain, which
developed earlier and thus at a slower-pace than late industrializers. Karl Polyani points out:
At the heart of the Industrial Revolution of the eighteenth century there was an almost
miraculous improvement in the tools of production, which was accompanied by a
catastrophic dislocation of the lives of the common people.?
What Polyani underlines here is the often ignored fact that while modernization and
economic progress do ultimate good for society, the process itself can be quite destructive.
Without proper government intervention to ameliorate the social costs of industrialization,

modernization may become unsustainable. The growth-at-all-cost mentality constitutes the

third element of the diseased dirigisme.
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A growth-at-all-costs approach has two features: 1) a dominant focus on increased
GNP, export growth, or material wealth and 2) neglect of the social consequences of
industrialization. These flip sides of the same coin reflect a concept of economic growth
pursued almost as a crusade. Indeed, society's single-minded obsession with growth justifies
otherwise unjustifiable social costs as a necessary means.

Even such an obsession may well serve a society attempting to pull itself out of dire
poverty. When even the mundane needs of the people are not met, an emphasis upon
economic growth may be warranted. Among people living in abject poverty and lacking in
economic development experience, a powerful stimulus is needed to change the societa
tragjectory, and single-mindedness-- even tunnel vision-- may be caled for. However, this
preoccupation can soon become pathological with its tendency to benefit a few to an extreme,
and the majority of people to alesser extent. Then, as this mindset becomes institutionalized
and entrenched among the main profiteers, social integration and other human considerations

are disregarded.

Growth Preoccupations: the Korean Experience

In its quantitative results, Korean economic development has been a huge success.
President Park initiated this lifting of the nation out of poverty through sheer will power and
monumental effort. Such economic progress was vitally important in a country as desperately
poor as Korea was at the beginning of the second half of last century. But that does not
legitimize the enormous socia side effects incurred by the growth-at-all-costs strategy and
its policy legacies. Many marginalized groups like factory workers and small business
operators were compelled and coerced to make deprivating sacrifices. Workers had to put in

extraordinarily long working hours in highly accident-prone industrial environments, and
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female workers faced culturally and socially embedded discrimination in employment and
wages as the dirigiste state exploited their already low socia status. And the state
demonstrated pronounced financial policy bias toward big business at the expense of small
business.*

President Park's obsessive focus on the goal of economic growth was already evident
from his early writings. Park has stated:

One must eat and breathe before concerning himself with politics, social affairs, and
culture.  Without a hope for an economic future, reforms in other fields could not
be expected to yield fruit. At the risk of repetitiveness, | must again emphasize
that without economic reconstruction, there would be no such things as triumph over
communism or attaining independence.®

Park saw economic development as a battle to be fought and won at all costs. He took a
military campaign-like approach toward social and economic change. Desiring to make
Korea strong, he viewed Korean tradition as backward, an obstacle to economic growth and
an enemy to face and defeat. On the necessity of an industrial revolution, he wrote:

We must fight and win.  We must win because a defeat will mean nothing less than
our destruction, an end for al eternity. This is precisely the reason why the May
16™ military revolution should be a "national revolution” and why this, in turn,
should be translated into an industrial revolution.*

Park's justification of the costs of such an approach to modernization remained harsh and
unyielding:

Steep hurdles will be in our path. They will prove to be challenging enemies.
But the dice have been cast, and we have proclaimed a ten-year war. A war is hot
alwaysfought on the front. Rear support can be decisive. Werisk our lives at the
front: the rear supports must be equally dedicated The trials will be great. You
will feel tired. However, we must not turn away. The people's discomfort from
the first five-year plan will be great. The challenge will be overwhelming. | am
well aware of that! But Korea is a young boy, and when young, one must
purchase suffering as the saying goes. A young Korea must go through suffering.
We have endured plenty before. Are we to continue this misery or are we to expect a
better future by volunteering for alittle more suffering?

Such single-mindedness of purpose successfully mobilized the population in the
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initial stages of economic development. Arising out of hopelessness after 35 years of
Japanese exploitation and a devastating Civil War, the driving obsession to grow out of
poverty might have been necessary to jumpstart the campaign to improve the lives of Korea's
deprived masses. Many still deemed the accompanying social costs and sacrifices as
necessary, for past economic misery remained still too vivid in their memories. But as people
became less impoverished, the dehumanizing, militaristic growth machine became
increasingly undesirable and intolerable, particularly as the benefits were spread out in a
skewed manner, further marginalizing weaker and overlooked social groups. The
preoccupation with growth, however, was not slowed or adjusted in order to ameliorate the

social detriments and promote a more equitable development.

V. Battle Speed
In some late industrialization experiences, the speed of economic change has assumed
stupendous velocity. What took England over two centuries to accomplish has taken a
latecomer like Korea only a generation. The massive increase in the material standard of
living in so short atime period is something to be admired, but at the same time there exists a
dark underside to this battle speed process, which is the fourth self-defining feature of the
diseased dirigisme:
It should need no elaboration that a process of undirected change, the pace of which
is deemed too fast, should be slowed down, if possible, so as to safeguard the
welfare of the community. Such household truths of traditional statesmanship...were
in the nineteenth century erased from the thoughts of the educated by the corrosive
of a crude utilitarianism combined with an uncritical reliance on the alleged
self-healing virtues of unconscious growth.>*

Polyani also writes:

[A] socia calamity is primarily a cultural not an economic phenomenon that can be
measured by income figures or population statistics. Cultural catastrophes
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involving broad strata of the common people can naturally not be frequent; but
neither are cataclysmic events like the Industrial Revolution-- an economic
earthquake which transformed within less than a half a century vast masses of the
inhabitants of the English countryside from settled folk into shiftless migrants.®®

Polyani's central point here is that while modernization is disruptive of the social
fabric, rapid modernization causes a much higher rate of disruption and dislocation in
people's lives. The idea of slowing down modernization to ensure social sustainability,
however, is absent in a diseased dirigisme. The obsession to speed up the process of
economic development makes culture or people's traditional way of living seem an
impediment to change rather than something to conserve, cherish and nourish. Here, the idea
of a self-correcting market or blind faith in the market alone is dangerous. Markets have a
natural tendency to become monopolistic or oligopolistic; "in markets, money talks, not
people."*® The government can play a positive role in protecting such essential values of
human life as socia cohesion, thereby preventing "the degradation of human beings into
commodities’ in what may be an ultimately beneficial process of modernization. However,

the government in Korea did not. It in fact was determined to pull off rapid growth through

collusion with chaebol and did not mind the social cost.

Battle Speed: The Korean Experience

The obsession with battle-speed growth began with decisions Park Chung Hee made
in the early years of his military rule. Coming to power in an undemocratic and thus
illegitimate manner, Park knew he had to speedily deliver economic growth, or risk
instability or even an ousting. One way to do this was to funnel society's forcibly mobilized
capital and other resources to a few selected companies.®” Park's regime was thus able to

boost economic performance by repressing labor, helping a handful of big firms to acquire
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mass production capabilities, and adopting an export-oriented industrialization approach. In
effect, the state became a medium to keep one man in power and ensconce a few with
economic means so that they would support this man in power, and then together they used
the ordinary citizens to keep going this system of personal privilege where only a few
benefitted.

By pushing growth at battle speed, Korean authorities neglected social cohesion and
small business support. Even in economic terms, however, dlighting small firms proved
counter-productive. As many observers agree, Korea's chaebol-based modernization, which
emphasized mass production of price-competitive export goods, is increasingly
unworkable.® Not only in responding to intense price competition on low-end products from
the People's Republic of China and Southeast Asian countries, but also in competing with
Japan® by shifting from labor-intensive to technology and knowledge-intensive industries,
the role of small businessisincreasingly becoming critical and indispensable.

Noting the rising economic importance of small business in the post-Fordist era,
Piore and Sabel advocate a "flexible," instead of a mass production mode, as exemplified by
business districts of small firms like Northern Italy and Silicon Valley.* Florida and Kenney
agree with Piore and Sabel on the importance of small firms, even though they argue that
Silicon Valey may be good at break-through but not at "follow-through” innovations in
products and manufacturing processes.** Thus Florida and Kenney stress the long-term future
oriented supplier network of small firms for Japan's large firms like Toyota as a key to
Japan's success in incremental production innovation.** The Japanese government itself
explicitly credited the extensive, trust-based network of small subcontractors for producing
high-quality, customized parts and products, thereby enhancing the international

competitiveness of Japanese industries.®?
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Despite disagreements about the shifting mode of production or the exact role of
small business in formulating a winning production system, one thing becomes crystal clear:
small business matters, and more so as the economy matures. Y et the underdevel opment of
small supplier firms in Korea has been notorious, not to mention the lack of Silicon
Valley-type high-tech small companies. One such indicator is the fact that still in 1985,
Korea needed to import 28 percent of input to produce one unit of output, in contrast to seven
percent of input for Japan.*

Even more critically, the collusive state-chaebol nexus, which excluded the ordinary
citizens from sharing equally in the benefits of growth, led to widespread corruption, public
cynicism and resentment, and weakened social cohesiveness. In October 1995, for instance,
the nation was shocked by unfolding revelations about former President Roh Tae Woo's
secret fund raising from big business during his 5-year presidency. Chun Doo Hwan's Ilhae
Foundation had created a scandal by raising $100 million worth of political slush funds
and/or Chun's personal fortunes from the chaebol. Roh, who succeeded Chun as the president
in 1988, claimed to be an "ordinary man" and reformer, but his secret funds amounted to
$667 million.”

Another ill effect of the elite collusion can be illustrated by the markedly increased
inequality in the nation's distribution of wealth over time. For instance,

[t]he top 1 percent owned 44 percent of total land value in 1988; the top 10 percent,

77 percent. Land values between 1974 and 1989 appreciated at an estimated rate

that was three times as fast as real gross national product (GNP) and in some years

the resulting capital gains exceeded total GNP growth.*

The resultant sense of relative deprivation is potentialy far more explosive than that

of absolute deprivation in any society,*” and it is deep-seated in Korea. The nation was

dismayed in the fall of 1994 by the news of horrifying murders committed by a small,
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organized group of young adults with poor family backgrounds, who targeted anyone driving
a luxury automobile.”® Shortly before their arrest, they were about to go after some 150
conspicuous consumers whose names appeared in a list of the biggest shoppers of a Seoul
department store. Although extreme, this incident reflected a widespread general discontent,
resentment and disapproval that the have-nots harbored against the haves, a great cause for
alarm and reflection about the state of affairs that drove some people to such an extreme
expression of hopel essness.

In such a social context of elite corruption, maldistribution and relative deprivation,
and despite the nation's long history of repressed civil society and consequent public apathy
and dependency on the state, the Korean military-turned ruling parties were only able to
narrowly win direct and popular elections, with the exception of the 1960s. Popular
discontent further intensified in the 1980s; despite continued rapid economic growth: Roh
Tae Woo managed only a narrow plurality (36 percent)® of the votes in the 1987 presidential
election. Kim Y oung Sam, along-time opposition |eader, obtained the ruling party candidacy
by succumbing to the desire for power and cutting a compromising deal with President Roh's
Democratic Justice Party and Kim Jong Pil's ultra-conservative New Democratic Republican
Party to create the new ruling Democratic Liberal Party in January 1990-- isolating Kim Dae
Jung's then the largest opposition Party for Peace and Democracy; Even with Kim Y oung
Sam, however, the ruling party won the Blue House office with an unimpressive 42 percent
in 1992 Finally the ruling party's choice candidate, ex-judge Lee Hoi Chang, lost the
election to Kim Dae Jung (who won it even though he received only 40 percent of the vote)
in the midst of financial crisis in 1997. The public lack enthusiasm for participation in a

political system of limited choice which will only persist as is; the ordinary citizens have
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little confidence or trust in the dirigiste state which has persistently showed a pronounced
institutional bias against them.

The state now presses on with the globalization and marketization campaign a a
familiar battle speed. The state's mind-boggling dash to free market liberalization and
efficiency enhancing endeavor takes place at a speed as disorienting as the old,
unapologetically dirigiste state's drive to modernization and national competitiveness did.
The unreconstructed state takes for granted the "globalize or di€" rhetoric, unconcerned for
the social costs that necessarily accompany elite collusion and rapid change.

The analogy of an athlete in a distance race may help elucidate the diseased dirigisme.
A top-down or brain-dominated athlete can display remarkable mental toughness in a race
and more readily tolerate the suffering that a long race exacts. Speed (an analogy to the
growth preoccupation and battle speed), of course, is essentia to winning the race, and some
neglect of social or bodily suffering can be beneficial, allowing the runner to persevere
despite pain. A proclivity towards favoring one part of the body (chaebol bias) can also be
useful for a certain period of time, but this becomes harmful in the long run. Ignoring the
social or physical costs of running (or modernization) becomes self-defeating and
counter-productive. In a long-distance event, pace is as important as speed. An athlete

who triesto run at full speed all the time will not get very far.

VI. Toward Fresh Discour se about Development and the State
My diseased dirigisme argument is set forth over both various variants of structural
models—- international structure, domestic political structure, or domestic economic
constraints-- and various types of technocratic, developmental state models. Both have a

strong overlay of determinism: that what happened was in one sense or another the only
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possible way things could have gone, or the only possible good way to go. In contrast, my
perspective offers an optic through which the development process is viewed not as a
predetermined one, but as choice of one of a set of possibilities. There were umpteen
different options that could have been chosen, and even within the technocratic,
developmental state model that was taken, there existed various possible ways to go forward.

According to the proponents of structural models, dirigiste state policy was aresult of
structural constraints that determined how things would go, athough arguments of structural
determination do not necessarily imply that the way things worked out was best, desirable, or
good. According to the globalization hypothesis® in particular, the imperatives of
international competition and the rapidly growing integration of capital, markets and
production processes have increasingly driven the Korean state and its liberalization efforts
since the early 1980s.>? From this perspective, basically the only option for a developing
state like Korea to choose is to go down an efficiency-enhancing path. This mode of
interpretation has been at its peak in discussion of and in the aftermath of the 1997 Asian
financial crisis.

The globalization hypothesis, however, overestimates the extent to which
international market forces dictate domestic institutional change and economic policymaking.
It also underestimates the impact of domestic politics and state structures on government
policies. No matter how constraining the systemic factors, there is ailmost always ample room
for different states to maneuver in various ways in response to similar external pressures.
This is because the international system does not make policies-- powerful actors and
organizations do. International pressures alone cannot generate or determine policy changes,

unless they can instigate powerful players of the political regime to respond.
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By moving down from the systemic level of anaysis to the state level, the
technocratic, developmental state models better capture the motivating forces behind state
action, but these models also suggest a determination, if a rational determination: that a
group of competent and wise bureaucrats dictated a course of policy that uniquely was the
one best designed to achieve development. Thus what happened was determinate in the sense
that good design achieved an excellent outcome and the policies chosen to promote
development were determined by the economic or technical requisites of "best practice" or
"sound economic policy."

The common image various developmental state arguments project is that state
policies are directed technocratically by a bureaucracy which has the institutional position
and skills as well as requisite understanding of development to lead it. Indeed, a capable
bureaucracy is necessary to achieve any kind of state-led development. However, the state
power holders proved autonomous not only from societal interest groups but also from their
own bureaucracies in choosing developmental paths.

In contrast, my diseased dirigisme problematique conceptualises that the state ruling
elites carved out a particular strategy of their liking, designed to be both economically and
politically viable. This makesit possible to understand why variationsin dirigiste strategies
exist and indeed are to be expected. It was not, therefore, a technocratically optimal plan, nor
was it determined by necessity or "best practice,” but rather resulted from sub-segments of
the ruling elite vying for legitimacy, authority, and public support. In short, my argument
differs from conventional views in that it sees the dirigiste choices as having been (1) ajoint
political-economic choice and (2) a choice in which those political power holders set the
parameters for the technical blueprints that bureaucrats drafted. The politicians were not

ruled by the bureaucratic draftsmen's plans.
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The policy choices made were not the only feasible or available choices, but in each
case a selection of one particular alternative out of many. The choice of possibilities was
political much more than it was economically based. Thus, the best way to explain the
variations of the dirigiste policies is to view them as the outcome of a particular leader's
choice or as his successful attempt to build a coalition of political support. It goes without
saying that at different times, different choices benefited different groups in a varying
manner. The dirigiste state and the power holders who had effective charge of the state did
not act in some way uniquely determined by their circumstances (political and economic or
domestic and international), but rather they chose a particular path of action.

That the state and its power holders can and do choose among successful
development strategies and are not led upon a certain development path by some sort of
predetermination enables us to take an analytic account of diseased dirigisme. This analytic
lens identifies the central source of the problems as a top-down, unresponsive, unaccountable,
and elitist state direction of the economy, underlying state-big business collusion. The lens
focuses on political sources of dirigiste state action and thereby provides a window into the
problem of declining social cohesion and weakening public confidence in the integrity of the
government and political leaders, a dysfunctional trait which results from the dirigiste
disease, the elite-level "grand" corruption and the consequent lack of state attention to the
lives, opinions, or objections of the ordinary citizens.

This link between the state-led and people-centered arguments shows why my
argument is of broad and future-oriented relevance: not just to developing countries or East
Asian dirigiste states, but to discourses of economic policy in the developed world. The
dominant themes in the current economic discourses are privatisation, marketization,

deregulation and the rollback of the welfare state. This paper contributes to fresh discourse
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about principles of policymaking and state-action to broaden the valuation of development
beyond economic efficiency or competitiveness. My work suggests that the hope for the
future of Korea, and the more advanced of the developing societies in general, rests upon a
people-centered concept of devel opment.

In a people-centered development, the engine and purpose of development lie in
ordinary citizens. The systemic and enduring collusion between the state and chaebol
remains the primary underlying cause of Koreds debilitating elite corruption and societal
distrust, and liberalizing the economy without state reform may well aggravate the dirigiste
disease. Thus, purging the diseased, undemocratic conditions of dirigisme is certainly
necessary to reconstruct a "strong" state. However, the idea of a strong state is not in and of
itself totally bad. Not all forms of dirigisme are dysfunctional. There is such a thing as
healthy or democratic dirigisme, and a reconstructed state can be a protective association,
empowering ordinary citizens and their voluntary assoications and thereby sustaining a
development process that enables each and every member of society to lead a dignified
human existence.

Therefore, crafting a democratic dirigisme constitutes Koreas pressing task in its
quest for a good society that respects the human dignity of ordinary citizens. Democratic
dirigisme requires institutionalizing a new, transparent, accountable, and radically and viably
decentralized public policymaking process, which makes the government more honest,
upright and fair. Such reconstruction of the state does not necessarily weaken or wither its
capacity. The reconstructed state can and does play a positive role in empowering financia
ingtitutions, transforming state-society relations, providing social safety nets and actively
inventing a vibrant civil society.>® Thus the key concern revolves around what mixture of

state and market and how to forge it. Here especialy in the East Asian statist context, where
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the public continue to look to the state to redress their grievances, democratic dirigisme can
be as robust an aternative as any other paradigm for continued, people-centered
development. Transformation of Korea's diseased dirigisme is likely to come from a creation
of transforming regime coalition, a critical mass of empowering political leaders who take
the initiative to construct the institutions of autonomous bureaucracy and civil society.

As Levy points out, the Japanese state constitutes a model of rather healthy and
benevolent dirigisme.> The effectiveness of the Japanese state as what Okimoto™ calls a
"network” state stemmed in part from the autonomy of its professional and non-politicized
elite bureaucracies.®® While the U.S. Occupation authority in Japan had purged conservative
politicians and demolished big business conglomerates called zaibatsu, the purge of the
government bureaucracies remained negligible; the U.S. Occupation staff ruled indirectly
through the Japanese bureaucracies. As aresult, especially during the early postwar decades,
the ministries stayed largely insulated from politicians, and particularly the key ministries
governed the economy-- not by the imposition of their arbitrary wills, but by forming a
partnership with business. Instead of acting unilaterally, the Japanese government constantly
consulted with the private sector for policymaking and policy implementation. The presence
of such an autonomous government bureaucracy can be a key to healthy, democratic
dirigisme. In fact, the presence of a Weberian professional bureaucracy could have helped to
check Koreds undemocratic, highly centralized and highly personalized dirigisme and
thereby prevent the formation or operation of collusive nexus between state power holders
and the chaebol.

In short, the fundamental flaw in Koreas militaristic growth-at-any-cost
modernization campaign was lack of people-centeredness. The state's failure to reconstruct

itself and cure its dirigiste disease-- albeit under the guise of enhancing efficiency and global
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competitiveness-- would further damage or could fatally disrupt "the fabric of society." The
corrosive preoccupation with growth-at-any-cost and the consequent use of vested interests
as proxies resulted not only in traumatic cycles of cataclysmic crisis and change in Korean
political economy, but also in the public's deep-seated cynicism and distrust  of the elite and
the way they ran the authoritarian dirigisme like the spoils system.> One must watch out for
the problem of undemocratic dirigisme in any assessment of the Korean model of

development.
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