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Historical Essay on the Growth of Modern Big Business
Corporations and the Formation of Business Groups in Korea

— With the Focus on the Government Intervention

Gwang—Gi Baek

Abstract

The miraculous growth of Korean economy and its business corporations during
1960's and 1970’'s are mainly due to the government leadership and its market
intervention. We can find the reasons why the government initiated economic growth
plan was so successful in Korea in its efficient bureaucratic government system and
fair discipline to the corporations based on its contribution to the economy.

During 1960’s, the primary factors for the growth of business entities and the
formation of business groups were the financial special favor, the preferential treatment
in the new industry entrance and the merge & acquisition, lavish export incentives
from the government, and the export explosion to Vietnam. During 1970's, the
substantial deduction of corporations’ private debt, enormous support in heavy industry
investment, special benefits to general trading companies by the government, and the
construction export to the Middle-East were the main causes of the business growth
and the business groups formation. Also, the economic rent for the big companies had
still been effective since 1960's. However, the preferential benefit to the big companies
made them to diversify into the unrelated business ares and to be in very vulnerable
financial position. The governmental support brought about the monopoly as well.
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