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Honorable Representative,  

 
The Cabinet of the Republic of Korea will be called into session on Thursday, November 30th at the 

Hilton Hotel in Chicago, Illinois to discuss matters of international importance. The following 

agenda items will be discussed:  

 

Topic 1 – Establishing a Peaceful Dialogue with the Democratic People’s Republic of Korea  

Topic 2 – Improving Trade Relationships with Regional Partners  

Topic 3 – Special Topics in Domestic Affairs 

 

For your reference, our staff archivists have compiled the following Background Guide to 

provide you with preliminary information regarding the topics that will be discussed in our 

upcoming session. Please read the following Guide and then continue your research in order to 

develop a viable policy platform with which to advise our Head of Government.  

 

Any attempt to disseminate the contents of this document outside of the Cabinet is a gross 

violation of Cabinet protocol and will be dealt with accordingly.  

 

If you have any questions regarding the operations of the committee meetings being held at 

Chicago International Model United Nations (CIMUN), please refer to the CIMUN MUN 

Toolkit which you have been provided. Should you have any questions concerning the content of 

your guide or questions on policy, you may consult with an official from the Department of 

Home Government by sending an email to homegovernment@cimun.org.  

 
Best of luck,  

 

Moon Jae-in  

 

President of the Republic of Korea 
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1 Topic 1 – Establishing a Peaceful Dialogue with the Democratic 

People’s Republic of Korea 

1.1 Topic Overview  

On August 28, 2017, the Democratic People’s Republic of Korea (DPRK) launched a 

missile from Pyongyang over Hokkaido, Japan’s northern most island. The missile was in honor 

of the anniversary of the annexation of Korea by Japan in 1907 but it symbolized much more than 

the countries’ tumultuous histories. Many countries, including the United States and Japan, have 

interpreted the missile with a clear message: North Korea is capable of extended military warfare. 

Some states have begun to wonder whether the DPRK will launch an attack on either its southern 

neighbor or foreign powers in the West. But for many members of the South Korean government, 

the questions is not whether the north will strike, it’s when. 1 

With the increase in both quantity and quality of missile systems, the DPRK poses a larger 

threat to the international community now more than ever before. Prior to the missile launch, South 

Korea’s newly elected President Moon Jae-In seemed warm to opening peaceful dialogues 

between North and South Korea. But in light of recent events and pressure from western allies, the 

Republic of Korea has begun military reforms in order to strengthen Seoul’s offensive in case of 

any future threats. Though President Moon Jae-In is determined to reach a peaceful resolution to 

the situation, the current level of aggression from the DPRK cannot be ignored. In order to prevent 

the situation from escalating, it is imperative that the two Koreas engage in a peaceful dialogue to 

maintain stability within the region.2  

                                                 
1 http://www.telegraph.co.uk/news/2017/08/28/north-korea-fires-missile-japan-warns-citizens-take-precautions/ 
2 https://www.nytimes.com/2017/08/29/world/asia/north-korea-japan-missile-us.html 
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1.2 Historical Background 

Prior to the 1880s, the modern states known as both the Republic of Korea (commonly 

referred to as South Korea) and the Democratic People’s Republic of Korea (commonly referred 

to as North Korea) were originally three separate kingdoms each with its own rich history and 

culture. The overarching region was formally known as Joseon to its surrounding states. Joseon 

underwent enormous internal politic change and constant foreign invasion from its neighboring 

states, Japan and China. Though there were many instance of Japanese and Chinese involvement 

in the region, their meddling was never as heavy handed as it was during the 1880s. A once 

incredibly isolationist government, Joseon under the permission of China was able to open 

embassies within the United States, Russia, Italy, France, and Japan. After signing various treaties 

allowing for open trade, all signed under the watchful eye of China, Joseon began to modernize 

and in turn westernize, a development that many within the nation condemned. This animosity is 

crucial in understanding the beginning to the DPRK’s own deep rooted rejection of the western 

world.3  

Up until 1894 there was a continuous military presence within Joseon from both Japan and 

China because they understood the importance of maintaining a strong hold over Joseon. War 

broke out very quickly between Japan and China and the victor would claim their authority over 

Joseon. After the Sino-Japanese War (1894-1895), Joseon became known as the Korean Empire 

and had established an imperial government. China signed the Treaty of Shimonoseki (April 1895) 

and relinquished its influence over Korea. It formally recognized the Japanese supremacy within 

Korea and would no longer claim any power within the country.  

                                                 
3 https://www.britannica.com/place/Korea 
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However the international power struggle over Korea did not end with a Japanese 

hegemony. To the north of Korea, Russia saw potential in the small empire. Slowly, Russian 

influence began to seep into Korea causing friction between Japan and Russia. Another war broke 

out over the fate of Korea and once again Japan came out as the victor. After the Russo-Japanese 

War (1904-1905), Russia signed the Treaty of Portsmouth (September 1905) and officially 

relinquished any influence in the region allowing Japan to become the sole authority over Korea. 

Almost immediately after the war, Japan forced Korea to sign a treaty that made Korea a 

protectorate of Japan (November 1905). After years of economic and political abuse from Japan4, 

Korea was eventually annexed in 1910 which greatly disturbed the surrounding countries. Both 

China and Russia were weary of an ever-growing Japan and had deep interests in removing Korea 

from Japan’s tight hold. Meanwhile within Korea, there was the continuous oppression of the 

Korean people and their traditions as the Japanese were determined to assimilate Koreans into the 

Japanese culture.5 

1939 marked the beginning of World War 2. Simultaneously, the Second Sino-Japanese 

War began, forcing Japan to push its mining and military capabilities to its maximum potential. 

Unable to maintain the resources to continue the war on its own, Japan allowed Korea to open its 

own mining industry. Any Korean male that wasn’t already forced into labor for the war effort was 

under conscription and recruited into the Japanese army unwillingly.6 Korean women were 

recruited and forced to become ‘Comfort Women’ for Japanese soldiers. They were sent to 

brothels, otherwise known as ‘Comfort Stations’, all across the region to provide morale for the 

men at war. Though allies in the modern era, the subject of the forced prostitution of Korean 

                                                 
4 http://www.pennfamily.org/KSS-USA/hist-map9.html 
5 https://www.japantimes.co.jp/opinion/2010/08/29/editorials/the-annexation-of-korea/#.WaeLIiiGM2w 
6 https://ww2db.com/country/korea 
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women during World War II is still a divisive issue between Japan and South Korea.7 During the 

Cairo Conference (November 22, 1943) Britain and the United States both agreed that Korea 

would be free from Japan ‘in due course’.8  Almost a year and a half later in Yalta (February 1945), 

the Allied Forces agreed to establish a four-power trusteeship over Korea to prevent Japanese 

expansion in the region.  

On August 15, 1945 Emperor Showa announced to the citizens of Japan over radio the 

formal surrender of Japan to the Allied Forces. Having suffered major military losses and two 

nuclear bombs, the Emperor was forced to break the deadlock in his court and agreed to the terms 

of surrender issues by the Allied Forces. The United States Joint Chiefs of Staff submitted General 

Order No. 1 calling for all Japanese forces to 

surrender to Allied commanders. Japanese forces 

within Korea were told to surrender to either 

American or Soviet commanders depending on 

whether the units were north or south of the 38th 

parallel.9 Japanese units in the north surrendered to 

Soviet commanders and units in the south 

surrendered to US commanders. 

The Soviets formed a provisional 

government in Pyongyang in the north while the 

United States formed the United States Army 

                                                 
7 http://www.npr.org/sections/parallels/2017/05/30/529671510/not-all-south-koreans-satisfied-with-japans-apology-

to-comfort-women 
8 http://www.bbc.co.uk/history/ww2peopleswar/timeline/factfiles/nonflash/a1140364.shtml 
9 https://ww2db.com/battle_spec.php?battle_id=13 

Figure 1 http://www.historyonthenet.com/authentichistory/1946-1960/2-

korea/1-overview/ 
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Military Government in Korea in the south. The division between the Soviet North Korea and US-

backed South Korea was meant to be a temporary state of Korea that would eventually become 

unified under one government. The United States, the United Kingdom, the Soviet Union, and 

China would all participate in the creation of a new governing body for Korea. A joint Soviet-

American commission was made to oversee the formation of the unified Korean government.  This 

commission met frequently in Seoul to discuss the establishment of leadership and governing 

policies. However the Soviet-backed provisional government was too communist aligned for the 

United States and the Soviets would not concede to a more US-centric way of governing. The US 

and the Soviets promoted Korean leaders that aligned with their respective political views. Neither 

party could come to an agreement over the political leaning of the new government. The US called 

for UN intervention in the region and the UNTCOK was formed. They hosted elections throughout 

the south, now known as the Republic of Korea, and Syngman Rhee was formally elected as 

President. The Soviets refused to allow the UNTCOK in the north and instead promoted 

Communist political figure Kim Il-Sung to Prime Minister of the Democratic People’s Republic 

of Korea. Instead of reunifying the north and the south, the Soviet’s and the US were further 

dividing the region having created two states of opposite political and economic systems making 

it more difficult for reunification.  

Unable to come to an agreement over which government would be the ruling party over 

Korea, the United States submitted the Korean question to the United Nations General Assembly. 

On December 12, 1948 the Third United Nations General Assembly (Social, Humanitarian, & 

Cultural) passed UN Resolution 195 titled The Problem of the Independence of Korea.10 The 

resolution declared that the government of the Republic of Korea which was “based on elections 

                                                 
10 http://www.un.org/en/ga/search/view_doc.asp?symbol=A/RES/195(III) 



 

 

ROK Cabinet 2017 

9 

 

which were a valid expression of free will of the electorate of that part of Korea and which were 

observed by the Temporary Commission” was the “only such Government in Korea.” However 

the North Korean government refused to be absorbed by the ROK and the two states became 

separate countries divided across the 38th parallel.  

On June 25 1950, the Army of the Democratic People’s Republic of Korea crossed the 38th 

parallel and began its invasion of the Republic of Korea. The Republic of Korea Army (ROKA) 

was ill equipped for external invasion and was pushed back unable to defend the border. By 

August, the North Korean army almost pushed out most of the US troops in South Korea. However 

the United Nations quickly intervened sending in their own United Nations Command to fight 

alongside ROKA and the US. With the help of the UNC, the South Korean forces were able to 

reject the North Korean invaders and in turn crossed the 38th parallel on their side. This time 

however China intervened on behalf of the Soviet-backed DPRK. Almost three years after the start 

of the brutal war, an armistice was agreed upon that unfortunately never lead to an actual peace 

treaty. A buffer zone that ran along the 38th parallel was established called the Demilitarized Zone 

(DMZ). However even with the truce, there were many conflicts across the DMZ throughout the 

1960s that tested the resolve of both the North and the South. 

1.3 Current Situation 

 Though there was strife in the beginning, North and South Korea slowly began to ease into 

the idea of a reunified state. What started with secret meetings between the two countries’ 

gradually transformed into official Red Cross talks. On July 4, 1972 North and South Korea issued 

a joint statement on the reunification of Korea. Their plan was formed on three major principles. 

First, “national reunification should be achieved independently without reliance on outside forces 

and free from their interference.” Second national unity should transcend ideological differences 
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and finally, reunification must be achieved through peaceful measures without military 

intervention. 11  

 Although things seemed hopeful on the reunification front, talks halted in 1973 and the 

decade that followed proved fruitless for the both parties. It wasn’t until 1990 that more progress 

in terms of reaching a peaceful solution resumed. In 1991 an agreement was reached and it was 

officially known as the Agreement on Reconciliation, Non-Aggression, Exchanges and 

Cooperation and the Joint Declaration on the Denuclearization of the Korean Peninsula12. This 

called for a denuclearized Korea and was the start to substantial progress. At the same time both 

the DPRK and ROK were accepted into the United Nations. It only took 3 year before relations 

turned cold once again with the advent of the North Korean nuclear program. 

 In 1998, South Korean President Kim Dae-Jun proposed the Sunshine Policy towards 

North Korea. The Sunshine Policy was also founded on three principles: 

• “No armed provocation by the North will be tolerated 

• The South will not attempt to absorb the North in any way 

• The South actively seeks cooperation” 

The policy was revolutionary for its time and lead to a Nobel Peace Prize for President Kim 

Dae-Jun. It resulted in heightened political and economic exchange between North Korea and 

South Korea and helped the constant economic fluctuations that occurred in South Korea whenever 

there was North Korean aggression. Some within South Korea viewed the policy as weak and saw 

it as a way for North Korea to continually play at the ROK’s fears. This policy also aggravated 

US-South Korean relations especially after September 11th. President Bush viewed the Sunshine 

                                                 
11 Oberdorfer, Don; Carlin, Robert (2014). The Two Koreas: A Contemporary History. Basic Books. pp. 19–20. 
12 Bluth, Christoph (2008). Korea. Cambridge: Polity Press. pp. 49, 66–67 
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Policy as leniency towards a member of the “Axis of Evil” and this put a heavy strain on their 

alliance.13  

The Sunshine Policy was abandoned in 2010 which marked a new decade of constant North 

Korean hostility. Starting with the attack of an ROK Navy Vessel on the Yellow Sea on March 26, 

2010, there have been multiple instances of North Korean attempts to spy on or harm the ROK. 

The most recent incident was on August 

20, 2015 when a North Korean shell hit 

the South Korean city of Yeoncheon. 

There was a mass South Korean 

evacuation of the west coast as well as 

retaliatory artillery rounds.14 The matter 

was resolved a few days later with a 

promise from North Korea that it will 

stop provoking the South and an 

agreement from the South that it will stop its anti-Pyongyang broadcasts.15  

 The previous South Korean administration had taken a very hard line policy towards the 

DPRK. The now impeached President Park Geun-hye (removed from office on charges of bribery 

and abuses of power), maintained the need for a strong South Korean military presence as well as 

bilateral US-South Korean military relations. President Geun-hye advocated for a tough approach 

to North Korean aggression.16 However 

                                                 
13 http://large.stanford.edu/courses/2017/ph241/min2/ 
14 https://www.theguardian.com/world/2015/aug/20/south-korea-north-korea-border-attack-loudspeaker-retaliation 
15 http://www.telegraph.co.uk/news/worldnews/asia/northkorea/11815637/North-Korean-troops-ordered-onto-war-

footing-by-Kim-Jong-un-live.html 
16 http://www.heritage.org/asia/report/the-us-should-support-new-south-korean-presidents-approach-north-korea 

Figure 2 http://www.dailystar.co.uk/news/latest-news/605867/north-korea-fires-ballistic-

missile-launch-japan-economic-zone 
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the newly elected Moon Jae-In has taken a different stance. Emulating the previous President Kim 

Dae-Jung, Moon Jae-In firmly believes that open dialogue between ROK and the DPRK will foster 

trust between the nations that will allow for peace. Currently there is discussion in reintroducing 

many of the same guidelines as stated in the Sunshine Policy. After United States’ President 

Trump’s own interest in meeting the North Korean leader under the “right circumstances”, 

President Moon Jae-In seemed very optimistic for talks between the US, DPRK, and ROK.17 Many 

conservatives within South Korea believe this to be an incredibly naïve approach to the situation 

especially with the rising tension between the DPRK and the United States as well as the United 

States own uncertain stance on North Korea. Another point of contention between the United 

States and the Democratic Party in Korea is the divisive issue of THAAD missiles. President Jae-

In is opposed to THAAD deployment and has called for a vote on the issue by the National 

Assembly in the upcoming months.  

1.4 Bloc Positions 

1.4.1 United States of America 

 Traditionally conservative Republican in the United States have always maintained a hard 

stance again North Korea. However, the United States current President Donald Trump has stated 

he is open to meeting with the North Korean leader, Kim Jong-Un. Regrettably this sentiment did 

not last for very long as President Trump spoke out about North Korea after its missile launch over 

Japan18. “North Korea best not make any more threats to the United States…They will be met with 

fire and fury like the world has never seen.” These two shifting narratives, one of a United States 

willing to establish dialogue with North Korea and one that is almost threatening the country, is 

                                                 
17 http://www.cnn.com/2017/05/04/asia/south-korea-election-north-korea-moon/index.html 
18 http://www.cnn.com/2017/08/29/politics/north-korea-trump-kim-jong-un-rhetoric/index.html 
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both confusing for South Korea and the international community. President Moon Jae-In believes 

that in order to engage in meaningful dialogue, the DPRK must feel as though it is communicating 

with parties that are willing to cooperate. The United States does not currently meet this 

requirement and the country’s heated rhetoric may pose a larger issue for peace in the Korean 

peninsula.  

1.4.2 China and Russia 

The People’s Republic of China and the Russian Federation have a deep standing history with 

both the Korean peninsula and more specifically the DPRK. Both states have significant economic 

ties to North Korea, which heavily relies on both China and Russia for support. Recently Russia 

has spoken out against implementing sanctions on North Korea and has urged the state to “stop 

provocation and obey U.S. Resolutions”.19 The issue of sanction against North Korea is quite 

contentious as the President Trump recently approved the UN Security council’s decision to add 

more sanction to North Korea.20  

 China is in a more delicate situation than perhaps the rest of the world. For both China and 

Japan the most pertinent issue within Korea is maintaining stability in the region. If war were to 

break out, refugees and any military fallout from the North would spill into China causing for hefty 

refugee crisis.  In order to ensure a situation like this does not happen, China has consistently 

supported North Korea financially in order to maintain a stable economy.21 By assisting the North 

Korean regime, China is also preventing any potential US forces from invading and enforcing a 

pro-American democracy in the region. However the rising tensions in the region, as well as 

                                                 
19 https://www.cnbc.com/2017/08/29/russia-uae-tell-north-korea-to-stop-your-provocations.html 
20 https://www.un.org/press/en/2017/sc12945.doc.htm 
21 https://www.theatlantic.com/international/archive/2017/08/china-military-strength-north-korea-crisis/538344/ 
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China’s own inability to monitor the North Korea regime, have begun to influence the country’s 

interests in supporting the DPRK. 

1.5 Discussion Questions 

• How should the ROK handle the escalation of antagonistic rhetoric from the West 

towards the DPRK? 

• What actions must South Korea take to ensure a responsive relationship with the 

DPRK? 

• What elements of the Sunshine Policy should the ROK include any future policies 

towards North Korea? 

• What is the most effective method of establishing a peaceful dialogue with the 

DPRK? 

• What course would potential military conflict take and what would be the 

repercussions? 

1.6 Key Terms 

• United Nations Resolution 195 

• 38th Parallel 

• Korean Demilitarized Zone (DMZ) 

• Sunshine Policy 

1.7 Resources  

• Security Council Toughens Sanctions Against Democratic People’s Republic of 

Korea, Unanimously Adopting Resolution 2371 (2017): 

https://www.un.org/press/en/2017/sc12945.doc.htm 

https://www.un.org/press/en/2017/sc12945.doc.htm
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• Korea https://www.britannica.com/place/Korea 

• History of Korea – New World Encylopedia 

http://www.newworldencyclopedia.org/entry/History_of_Korea 

• Korean War http://www.history.com/topics/korean-war 

• 10 Questions http://www.dw.com/en/the-north-korea-crisis-10-questions-10-answers/a-

40319401 

• The Sunshine Policy http://large.stanford.edu/courses/2017/ph241/min2/ 

 

https://www.britannica.com/place/Korea
http://www.newworldencyclopedia.org/entry/History_of_Korea
http://www.history.com/topics/korean-war
http://www.dw.com/en/the-north-korea-crisis-10-questions-10-answers/a-40319401
http://www.dw.com/en/the-north-korea-crisis-10-questions-10-answers/a-40319401
http://large.stanford.edu/courses/2017/ph241/min2/
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2 Topic 2 – Improving Trade Relationships with Regional Partners 

2.1 Topic Overview 

 The Republic of Korea has been an economic powerhouse in Asia beginning with its rapid 

rise from poverty to prosperity following World War II and the Korean War in what became known 

as the “Miracle on the Han River.”22 Following that initial economic boom, the Korean economy 

continued to grow at a breakneck pace. But a series of roadblocks have recently accumulated to 

slow the rate of economic growth. Throughout its existence, the Korean Peninsula has been limited 

by its small size, lack of natural resources, and related overpopulation. These natural limits are 

exacerbated by external political factors: the failure of the Trans-Pacific Partnership (TPP), the 

growing threat of North Korea, and overwhelming presence of China. There is a need for 

innovation and policy revision to restore the Republic of Korea’s economic dominance in the 

region. This cabinet needs to consider what regional trade looks like for this country and its 

neighbors in a post-TPP world, and develop a plan that will prevent China from becoming the sole 

economic superpower in the region and lead us forward into a new era of economic potential. 

2.2 Historical Background 

2.2.1 “Miracle on the Han River”: From Poverty to Prosperity 

The Korean economic success story began with the end of Japanese colonization following 

World War II. The nascent nation was left with minimal infrastructure which was further destroyed 

in the 1950-1953 Korean War. At this time, South Korea was on the same playing field as the 

poorer countries in Africa.  Economic indicators supported this: the 1948 GDP per capita was only 

$60, and the GNI per capita in the early 1950’s only $67. The South Korean economy became 

heavily dependent on aid.  

                                                 
22 https://as.vanderbilt.edu/gped/documents/2016_0922_Kwon-Miracle_of_the_Han_River.pdf 

https://as.vanderbilt.edu/gped/documents/2016_0922_Kwon-Miracle_of_the_Han_River.pdf
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 Positive economic change began following the 1962 military coup with the start of a 

sequence of five-year economic plans that stressed a focus on exports. The Korean government 

succeeded despite the disadvantages of minimal capital reserves. few natural resources, and a war-

torn industrial infrastructure. Present-day economic experts point to the significant advantages of 

favorable policies, trade relationships supplying the American military, a highly educated 

population, and equal distribution of wealth, that combined outweighed the disadvantages. 

 The 1960’s economy exported raw materials and light manufacturing, including the 

production of textiles and shoes. The 1970’s marked an expansion into heavy industry and 

chemical production, with an average economic growth of 8.6% each year. The 1988 Olympics in 

Seoul brought the country onto the international stage, where it became known as one of the “Four 

Asian Tigers” – South Korea, Taiwan, Singapore, and Hong Kong. Industry shifted in the late 

1980’s and into the 1990’s to technology, ship and auto manufacturing, electronics, and steel. 

These industries continue to compete internationally. 

23 

                                                 
23 https://as.vanderbilt.edu/gped/documents/2016_0922_Kwon-Miracle_of_the_Han_River.pdf 
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2.2.2 The 1997 Asian Financial Crisis: A Test to Economic Stability24 

The South Korean economy experiences sustained economic growth for over thirty years: 

from 1962 until 1994, GDP grew an average of ten percent each year. The first real hit to the 

economy came in 1997 with the Asian financial crisis. The crisis was a test of the Korean 

economy’s stability, and it was a test that that economy failed.  

The Asian financial crisis began in Thailand in May of 1997, as the country tried to defend 

and then was forced to devalue its currency, the baht. Thailand’s economy collapsed and required 

a bailout from the International Monetary Fund (IMF). Over the course of the summer, the crisis 

spread throughout Southeast Asia to Malaysia, the Philippines, Singapore, Indonesia, Hong Kong, 

Japan, and then to South Korea. In November of 1997, South Korea requested an IMF bailout 

under president Kim Young Sam. In December, a $57 billion bailout was approved by the IMF, 

conditional on massive layoffs and economic restructuring. These conditions were altered in July 

of 1998, when the layoffs of tens of thousands of workers each day resulted in high unemployment 

and a burden on state welfare programs. The crisis exposed the weaknesses of the Korean 

economic system – high debt-equity ratios, extensive foreign short-term loans, and minimal 

financial safeguards. Resurfacing from the crisis required monetary aid from not only the IMF, but 

also the World Band and the G-7 to avoid defaulting on loans. 

The reforms following the 1997 financial crisis were designed to make the economy more 

resilient against future economic downturns. The economy as a whole was restructured, businesses 

not performing well were closed, industry shifted to the information and communication 

technology (ICT) sector, and openness to foreign imports and investors increased. By 1999, the 

                                                 
24 http://www.pbs.org/wgbh/pages/frontline/shows/crash/etc/cron.html 
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economy had recovered and due to a domestic gold collection campaign fueled by the voluntary 

participation of Korean citizens, the IMF loan was rapidly repaid.  

2.3 Current Events 

2.3.1 Current Economic Standing: A Snapshot 

South Korea is without doubt an economic powerhouse, and it has the credentials to prove 

it: third largest economy in Asia, eleventh largest economy in the world by purchasing power 

parity, one of the fastest growing major economies, one of the trillion-dollar economies, ODA 

recipient and donor, OECD and G-20 member, one of the “Next Eleven” countries, and number 

one on the 2015 ICT Development Index. The export-oriented economy continues to make an 

impact in industrial production of ICT hardware, auto and ship manufacturing, and steel. The IMF 

has stated that the current Korean economy appears to be resilient. It’s characterized by low state 

debt, monetary stability, subsidies of stables and to increase adoption of technologies, efficient 

business regulation, and openness to the international market.  

The current positive economic outlook places the Korean government in a secure position 

from which to examine the potential threats to continued stability. Domestic concerns including 

overpopulation, lack of natural resources, an aging population, and high youth unemployment. The 

openness to foreign trade has created problems with the huge family-owned business 

conglomerates known as chaebols, which include well-known companies like Hyundai and 

Samsung. Domestic and regional politics are an ever-present threat to foreign investments. If the 

regime in the Democratic People’s Republic of Korea ever did collapse, the economic burden 

would likely fall to the Republic of Korea. 
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2.3.2 An Analysis of Slowed Economic Growth 

The South Korean economy continues to grow each year, but that growth has rapidly 

slowed. Beginning in 2012 through today, the economy has only grown 2-3% each year. There are 

numerous economic factors that account for this slowed growth: increased competition from China 

and Japan, decreased domestic spending, decreased demand for exports, decreased outside 

investment. Policy focus has been primarily domestic – focused on increasing domestic service 

sectors, deregulation, structural reforms, and entrepreneurship – instead of focusing on overall 

economic growth and efficiency.  

 Political concerns also factor in to the slowed economic growth. Domestic political 

instability following multiple corruption scandals have made it difficult to implement large-scale 

economic reforms due to loss of public trust and the logistics of a presidential impeachment. The 
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increased aggression of the North Korean regime has contributed to downturns in the stock market 

and South Korean credit ratings, as investors start to view their investments in South Korea as 

risky.  

 The growth of the South Korean economy over the past 50 years has created a place for 

the small peninsula at the table for global policy making. In order to maintain a strategic global 

political position, South Korea needs to continue its economic growth and cannot risk economic 

stagnation. The government must analyze its current economic situation and create definitive 

policy to correct the slowed growth immediately. One option to increase growth is to look at 

increasing trade with regional partners and establishing new trade agreements.  

2.3.3 Importance of Trade Relationships in an Export-based Economy 

2526 

The majority of the South Korean economy is focused on trade: 85% of the GDP is exports 

and imports. China is by far the primary trade partner of South Korea. Other major import partners 

include Japan, the United States, Germany and Saudi Arabia. Export partners include the United 

States, Hong Kong, Vietnam and Japan. In order to create sustained economic growth, South Korea 

needs to have established trade relationships through which it can buy natural resources and 

                                                 
25 http://www.heritage.org/index/pdf/2017/countries/southkorea.pdf 
26 http://www.korea.net/AboutKorea/Economy/The-Miracle-on-The-Hangang 

http://www.heritage.org/index/pdf/2017/countries/southkorea.pdf
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industrial materials needed to power manufacturing at low cost, and exporters with sufficient 

demand to fuel production. South Korea has created these connections through free trade 

agreements and regional trade agreements. A comprehensive list of these trade agreements can be 

seen here27:  

• Association of Southeast Asian Nations (ASEAN) 

• Asia Pacific Trade Agreement (APTA) 

• Canada 

• China 

• European Free Trade Association (EFTA) 

• European Union (EU) 

• Global System of Trade Preferences among Developing Countries (GSTP) 

• Colombia 

• Australia 

• Chile 

• India 

• New Zealand 

• Singapore 

• Turkey 

• United States 

• Viet Nam 

• Peru 

                                                 
27 http://rtais.wto.org/UI/PublicSearchByMemberResult.aspx?MemberCode=410&lang=1&redirect=1 

http://rtais.wto.org/UI/PublicSearchByMemberResult.aspx?MemberCode=410&lang=1&redirect=1
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The failure of the Trans-Pacific Partnership (TPP), set to be the largest regional trade 

agreement in history, was a major setback for the South Korean economy. The TPP was planned 

in February of 2016 to be a single open market free trade zone, similar to that of the EU. The 

agreement included the United States, South Korea, and ten other Southeast Asian countries. The 

combined economic power of these twelve was enormous. Combined, they included a GDP of 

$28 trillion, 40& of total global GDP, one-third of global trade, and a total population of 800 

million. The TPP was planned to address problems encountered in other global trade agreements. 

Internet and data problems were a major focus, the TPP addressed e-commerce, internet 

communications across international borders, data transfer, and restrictions on computer server 

location. Other focuses included: financial services, increased opportunity for growth in service 

industry, state-owned businesses, and decreased tariffs. All of these would have resulted in 

massive benefits for the Korean economy – more available consumers, decreased import and 

export costs, an opportunity to grow the large service sector internationally, and fewer 

restrictions on products produced under the ICT sector. The TPP failed early in 2017 when the 

United States rescinded its participation in the agreement due to projections that the deal would 

result in lost jobs and wages domestically. The end of the TPP became a major campaign 

promise that the current president intended to keep.  

The end of the TPP showed the global community that the United States was 

withdrawing from its global position and becoming more insular. South Korea cannot count on 

the United States to continue to contribute in large quantities to its economy, and must look 

elsewhere. China is a major trade partner, but is also a major competitor that threatens to 

overshadow the South Korean economy in the region. There is an overall lack of guaranteed 

support from any of the world’s superpowers. Therefore, it is time for South Korea to look for 



 

 

ROK Cabinet 2017 

25 

 

other regional support from individual nations and regional bodies to create economic incentives 

for growth.  

2.4 Bloc Positions 

• China – China was not involved in the TPP, but was threatened by the United States moving 

in on its regional trading partners. China is a major trade partner with South Korea, but 

also a competitor.  

• United States – After backing out of the TPP, the United States has proved that it is turning 

away from globalism and the global economy. It is still a major trade partner with South 

Korea, but this could be subject to change given the current political leadership.  

• Korean Political Parties – Progressive parties tend to focus on ending the chaebol and 

pushing domestic reform, decreased reliance on the United States, and potential trade with 

North Korea. See Topic 3 for more detail.  

2.5 Discussion Questions 

• What methods will most effectively improve the current slow in economic growth in the 

Republic of Korea? 

• Can economic partnerships be used to mitigate political tensions in the region? 

• Which countries and regional bodies would be valuable trading partners? 

• Is continued economic growth sustainable? 

• Could the TPP be recreated in another form, or is the United States necessary to anchor 

such an agreement? 

2.6 Key Terms 

• Chaebol 

• OECD 
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• G20 

• “Next Eleven” 

• IMF 

• BRIC 

• Free Trade 

• TPP 

2.7 Resources 

• https://as.vanderbilt.edu/gped/documents/2016_0922_Kwon-

Miracle_of_the_Han_River.pdf 

• http://www.heritage.org/index/country/southkorea 

• http://www.heritage.org/index/pdf/2017/countries/southkorea.pdf 

• http://www.bok.or.kr/broadcast.action?menuNaviId=674 

• http://www.kdi.re.kr/kdi_eng/research/research_list.jsp?tema=D1&pp=10 

• http://www.southkoreagovernment.com/economy.htm 

• http://www.korea.net/AboutKorea/Economy/The-Miracle-on-The-Hangang 

• https://www.forbes.com/places/south-korea/ 

• https://www.cia.gov/library/publications/the-world-factbook/geos/ks.html 

• http://www.worldbank.org/en/country/korea/overview 

• http://blogs.worldbank.org/category/countries/korea-republic 

• https://www.imf.org/external/country/KOR/index.htm 

• https://aric.adb.org/fta-country 

• http://stat.wto.org/CountryProfiles/KR_E.htm 

• http://www.bbc.com/news/business-32498715 

https://as.vanderbilt.edu/gped/documents/2016_0922_Kwon-Miracle_of_the_Han_River.pdf
https://as.vanderbilt.edu/gped/documents/2016_0922_Kwon-Miracle_of_the_Han_River.pdf
http://www.heritage.org/index/country/southkorea
http://www.heritage.org/index/pdf/2017/countries/southkorea.pdf
http://www.bok.or.kr/broadcast.action?menuNaviId=674
http://www.kdi.re.kr/kdi_eng/research/research_list.jsp?tema=D1&pp=10
http://www.southkoreagovernment.com/economy.htm
http://www.korea.net/AboutKorea/Economy/The-Miracle-on-The-Hangang
https://www.forbes.com/places/south-korea/
http://www.worldbank.org/en/country/korea/overview
http://blogs.worldbank.org/category/countries/korea-republic
https://www.imf.org/external/country/KOR/index.htm
https://aric.adb.org/fta-country
http://stat.wto.org/CountryProfiles/KR_E.htm
http://www.bbc.com/news/business-32498715
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• https://www.nytimes.com/interactive/2016/business/tpp-explained-what-is-trans-pacific-

partnership.html?mcubz=0 

• http://thediplomat.com/2015/06/its-official-china-south-korea-sign-free-trade-agreement/ 

 

 

  

https://www.nytimes.com/interactive/2016/business/tpp-explained-what-is-trans-pacific-partnership.html?mcubz=0
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3 Topic 3 – Special Topics in Domestic Affairs 

3.1 Topic Overview 

The conglomerates of South Korea also known as chaebols  have recently made headlines, 

especially within the Korean social and political spheres. The word chaebol, comes from the 

Korean characters for “rich” and “clan” and are essentially large, family-run, conglomerates of 

affiliated companies.28 As a country, South Korea has several conglomerates that are famous 

beyond South Korea’s borders, such as Samsung, Hyundai, and LG, while others, such as SK 

Group, Lotte, Hanjin, and Kumho, are better known domestically. Many of these chaebols are well 

known for their electronics, electrical components, chemicals, and fertilizers, all of which have 

contributed to South Korea’s export dependent economy and transformation as a “nation of 

consumers”. However, these companies have also expanded into South Korea’s service and 

entertainment industries with the increasing ownership of movie theaters, shopping malls, 

restaurants, grocery stores, amusement parks, sports teams, etc.29 Although these companies have 

formed the backbone of South Korea’s dominant economy, they are also powerful in Korean 

politics, especially with the recent political demise of former President Park Geun-hye.30  

 The impeachment scandal of Park Geun-hye involving the Samsung corporation is fairly 

recent, but the combination of chaebols and politics is not a new concept. Since the early days of 

military dictator Park Chung Hee’s regime, the cozy relationship between chaebol families and 

political leaders has infuriated the public and put into question the stability and image of the nation. 

Even as these wrongdoings by the chaebols and government has risen over the years, the public 

                                                 
28 https://www.nytimes.com/2017/02/17/business/south-korea-chaebol-samsung.html 
29 https://worldview.stratfor.com/article/blood-runs-thicker-south-korean-economy 
30 See 1 

https://www.nytimes.com/2017/02/17/business/south-korea-chaebol-samsung.html
https://worldview.stratfor.com/article/blood-runs-thicker-south-korean-economy
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opinion shows that a majority of South Koreans believe the government has not done enough to 

pressure and regulate the chaebols.31  

 With former President Park Geun-hye impeached and serving prison time, the road to 

chaebol reform has steadily progressed. During the Korean election in May, left-leaning President 

Moon Jae-in was elected by a landslide under the pledge of chaebol reform.32 Throughout the 

election, Moon proposed to create a special government agency that would regulate chaebol 

business practices and punish any wrongdoing. There are also proposals to regulate family control 

of chaebol and increase the inheritance tax.  However, substantive chaebol reform is easier said 

than done, especially with the challenges of a one-term presidency. Constitutional revision to allow 

presidents to serve two-terms has also been proposed in order to give a president more time to 

implement an effective reform program. Even if a president gets an additional year, the president 

would still face an uphill battle when it comes walking a fine line of keeping the chaebols in check 

without endangering an economy dominated by them.33  

3.2 Historical Background 

 The aftermath of the Korean War left the south in ruins, especially for an agriculture based 

society.34 In order to rehabilitate the economy, government officials began providing relief funds 

and cheap loans to a select group of businessmen in return for helping to rebuild the country. Along 

with financial support from the government, the government also began implementing 

protectionist policies to protect these new businesses from foreign competition. This combination 

                                                 
31 https://www.nytimes.com/2017/02/17/business/south-korea-chaebol-samsung.html 
32 http://thediplomat.com/2017/06/south-koreas-chaebol-neednt-fear-moon/ 
33  https://worldview.stratfor.com/article/blood-runs-thicker-south-korean-economy 
34  https://worldview.stratfor.com/article/blood-runs-thicker-south-korean-economy 

https://www.nytimes.com/2017/02/17/business/south-korea-chaebol-samsung.html
https://worldview.stratfor.com/article/blood-runs-thicker-south-korean-economy
https://worldview.stratfor.com/article/blood-runs-thicker-south-korean-economy
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of relief financing and protectionist policies laid the foundation of what is now known as the 

chaebol system. 35  

The chaebol system only advanced itself during the regime of Park Chung Hee, a military 

dictator and father of disgraced former President Park Geun-hye, who took power after leading a 

coup in 1961. Under Park, the chaebols began meeting increasing demand for their capital-

intensive heavy industrial goods (e.g. iron, coal, steel) eventually transitioning towards electronics. 

As South Korea transformed into an export-dominated economy, ties between the chaebols and 

government strengthened as the Park regime pushed for the transformation from a war - torn nation 

to a manufacturing giant. These ties were mostly developed by the government’s desire to 

modernize the South Korean economy, which gave the chaebol leaders greater access to resources 

and support from the state.36  

 

Over the course of the later 1960s and 1970s, Korean economic growth remained steady 

as the government continued to push for an export centric economy. However, the evolving 

                                                 
35 https://www.nytimes.com/2017/02/17/business/south-korea-chaebol-samsung.html 
36 https://worldview.stratfor.com/article/blood-runs-thicker-south-korean-economy 

https://www.nytimes.com/2017/02/17/business/south-korea-chaebol-samsung.html
https://worldview.stratfor.com/article/blood-runs-thicker-south-korean-economy
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political scene in South Korea slightly shifted this dynamic between the chaebols and the 

government. In 1979, President Park was assassinated and a military coup seized power and ruled 

the country with an authoritative grip. Although economic growth continued with the chaebols at 

the helm, public calls for the democratization of the government were unavoidable. These calls for 

a democratic government were eventually answered in 1987, when Roh Tae-woo was elected as 

President. Despite the democratization of South Korea, the chaebols yielded a considerable amount 

of political power to the point of which politicians were reliant on them for financial support during 

elections. This also marks the government’s ongoing struggle to regulate the chaebols and prevent 

them from creating monopolies beyond their core industries. Early efforts, such as the Monopoly 

Regulation and Fair Trade Act of 1980 , established the country’s leading antitrust watchdog, the 

Korea Fair Trade Commission. Although the law created a framework for chaebol regulation, it 

did not take substantial strides toward tighter regulations on the chaebol expansion. 

Even with the creation of the Korea Fair Trade Commission, chaebols continued to grow 

in size and further strengthened their role in the advancing economy throughout the 1980s. In 

addition, many chaebols began taking stakes in banks that would guarantee them favorable loans. 

As a result, the chaebols witnessed unprecedented expansion within their companies even with the 

tightening controls in Seoul as there was a risk of slowing the economy. This trend continued into 

the 1990s as evidenced by the skyrocketing debt-to-equity ratios (a debt ratio used to calculate a 

company’s financial leverage) of about 500% among the top 30 chaebols. In addition, the chaebols 

ability to take bank stakes was a result of insufficient oversight and minimal transparency with the 

public. The majority of these issues were the result of the government walking a fine line of 

tightening regulations without endangering an advancing economy.37 

                                                 
37  https://worldview.stratfor.com/article/blood-runs-thicker-south-korean-economy 

https://worldview.stratfor.com/article/blood-runs-thicker-south-korean-economy
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However, the South Korean economy along with the rest of the Asian Tiger economies: 

Taiwan, Singapore, and Hong Kong, hit a wall during the onset of the Asian Financial Crisis in 

1997. Compared to the other Asian Tigers, South Korea was hit the worst as the crisis caused the 

collapse of the Korean currency, the won, the crumbling of small and medium-sized enterprises, 

and the chaebols struggle to pay the accumulating debts from the 80s and 90s. Eventually, the 

International Monetary Fund (IMF) helps South Korea with bailout efforts through a $20 billion 

bailout package for the entire South Korean economy. The IMF agreement not only jump started 

the economy, but also reinvigorated chaebol reform and restructuring efforts once again.  

The second wave of chaebol reform was marked by multiple changes in management as 

well as the collapse of a few chaebols. Some chaebols, such as Daewoo, a former motor and trade 

company, filed for bankruptcy, while others, such as the Hyundai family, were forced to transfer 

day-to-day operations from family members to outside management. Many other chaebols during 

these years underwent corporate 

restructuring either through collapsing 

or dropping subsidiaries. In addition, the 

South Korean government addressed the 

debt issues with the chaebols by 

blocking debt guarantees and tightening 

financial controls through the 

prohibition of debt guarantees within 

affiliated businesses within the same chaebols. Overall these reforms contributed to lower debt 

levels, and increased transparency and productivity within the chaebol businesses.  
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In hindsight, these reforms were a positive step forward toward more accountable chaebol 

reform, but the current affairs of South Korea during the early 2000s put chaebol reform on the 

backburner and winding down momentum for change. From an economic standpoint, the world 

economy continued to be volatile with South Korea and other Asian Tigers steadily recovering 

from the Asian Financial Crisis.38 Maintaining economic stability was a key priority in the Kim 

Dae Jung administration, but potential engagement with North Korea began take precedence.39 

Even with the economy still in recovery mode and the Kim presidency winding down, political 

candidates in the upcoming election did not show much interest in advancing post - financial crisis 

reforms to avoid economic and political backlash from the chaebols.   

In the next few years, Korean economic policies continued to favor chaebol dominance 

and growth, proving the difficult balancing act of controlling influence of the chaebols, while not 

substantially slowing down the economy. Several chaebol leaders continued to face consequences 

of their white collar crimes, such as corruption, bribery, and tax evasion, with some exceptions. 

However, heads of the various top chaebols continued to be pardoned for their crimes by previous 

presidents, such as Lee Myung Bak and Park Geun-hye. This balancing act became even more 

prominent during the 2008 Financial Crisis.  

Along with the 2008 Financial Crisis, a conservative president, Lee Myung-bak was 

elected because of his pro-growth policies and background working at Hyundai. Throughout his 

presidency, the main outcomes from Lee’s pro-growth policies were cuts in corporate tax rates and 

unwinding reforms targeting group transaction limits. As a result the chaebols continued to expand 

into other industries. However, between 2009 and 2014, public opinion of chaebols softened 

slightly as South Korea outperformed many global economic rivals in terms of rising exports. 

                                                 
38 https://www.britannica.com/place/South-Korea-Year-In-Review-2000 
39 https://worldview.stratfor.com/article/blood-runs-thicker-south-korean-economy 

https://worldview.stratfor.com/article/blood-runs-thicker-south-korean-economy
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Behind the scenes, the common criticisms of chaebols, such as aspects of family control and lack 

of transparency with corporate governance forced the conglomerates to think and conduct business 

strategically with rising demand from China and the return of steady American consumerism.  

Towards the end of this time of economic boom, a presidential election also occurred and 

once again the public elected a conservative candidate, Park Geun-hye. President Park was no 

stranger to the public sphere in Korea as she is the daughter of Park Chung Hee, who governed 

South Korea towards economic success despite his authoritative grip. Initially, Park was viewed 

favorable among the public with her promises of stronger chaebol reform and accountability. This 

was easier said than done, especially given that her father was instrumental in creating the chaebol 

system in the first place. Over the course of her administration, her approval ratings fell as the 

public viewed her as distant and out of touch with the public. This was especially evident in her 

inaction during the Sewol Ferry Disaster of 201440 and with the rising youth unemployment rate.  

Her unpopularity with the public took a turn for the worst in the fall of 2016, when a 

political scandal unlike any other rocks South Korea to the core. This political scandal started when 

a tablet computer is discovered containing edited drafts of presidential speeches and confidential 

cabinet meeting documents. Later on the tablet computer’s owner was revealed to be Choi Soon-

sil, a personal friend of the president with no security clearance. It was eventually discovered that 

Choi Soon-sil played a role in the complex influence peddling scandal, while colluding with the 

chaebols, most notably Samsung. Although this scandal proves the immediate need for chaebol 

reform, it also rocked the core of several facets of society. From a legal standpoint, the President 

betrayed the constitution and undermined several democratic foundations necessary for a 

functioning society. In the social and political sphere, it puts to question the economic progress 

                                                 
40https://www.nytimes.com/2014/05/10/world/asia/south-koreas-leader-and-media-face-scrutiny-over-ferry-

disaster.html 
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South Korea has truly made despite high youth unemployment and outside individuals using 

government connections for personal benefit. In addition, the fairness of an education system 

characterized by meritocracy and competitiveness. After weeks of candlelight protests in the 

streets, Park Geun-hye was later impeached and a snap election was held in May of 2017.41 

 Throughout the recent election, it became obvious that the public wanted to see big change 

in leadership after almost a decade of conservative presidents. Moon Jae In, a former human rights 

lawyer and leader of the liberal party, led the race with proposals to created a special agency 

alongside the current agency to regulate chaebol business practices and punish them for any 

wrongdoings. On the conservative end, Seong Min, leader of the Bareun Party (a splinter party of 

Park Geun-hye’s conservative Saenuri Party), called for more support for small and medium 

businesses and for startups to be protected from monopolies created by chaebols. Other candidates 

proposed adjusting inheritance taxes, dialing back chaebol expansion, and lessening the pressure 

for heirs to borrow from chaebol subsidies and pay them. In the end, the election results showed 

that Moon won by a landslide with 41% of the vote.42  

 Although President Moon won by a landslide and was extremely popular with young 

people, the road ahead will not be easy. With no party holding a supermajority in parliament, the 

Moon administration must find ways to compromise. In the wake of the impeachment scandal, 

immediate change in terms of chaebol reform may not be incited, but the way for long-term change 

down the road has been paved.43 

                                                 
41 https://worldview.stratfor.com/article/blood-runs-thicker-south-korean-economy 
42 http://thediplomat.com/2017/06/south-koreas-chaebol-neednt-fear-moon/ 
43 https://worldview.stratfor.com/article/blood-runs-thicker-south-korean-economy 

https://worldview.stratfor.com/article/blood-runs-thicker-south-korean-economy
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3.3 Current Situation 

As of May 2017, President Moon Jae In has been elected president after a landslide 

electoral victory. Moon’s signature campaign promise was to crackdown on ties between the 

chaebols and government.44 But with growing anxieties about a slowing economy, Moon has also 

pledged to address rising household debt, high youth unemployment, and stagnant wages. Many 

of these are the result of a combination of a slowing national economy and an unpredictable 

international political landscape, especially with the election of President Donald 

Trump.45Although Moon has a high approval rating at around 80%46 and ambitious plans for long 

- term growth and anti-corruption efforts47, he will face challenges from the Korean political and 

economic landscape when it comes to executing his policies in the next five years.48  

Currently, the Korean Constitution allows a President to serve a single five year term. 

Initially, this protection was created to prevent another strongman authoritative regime similar to 

Park Chung-hee from his or her terms. Since then many of these single term presidencies have 

constrained accountability 

and guaranteed lame duck 

years during the last one to 

two years of a presidency. In 

order to increase 

productivity and time for a 

                                                 
44 http://thediplomat.com/2017/06/south-koreas-chaebol-neednt-fear-moon/ 
45https://www.bloomberg.com/news/articles/2016-11-24/korea-household-debt-hits-record-as-repayment-burden-

set-to-rise 
46https://asia.nikkei.com/Politics-Economy/Policy-Politics/Approval-rating-of-South-Korea-s-new-President-Moon-

tops-80 
47 http://thediplomat.com/2017/06/south-koreas-chaebol-neednt-fear-moon/ 
48 https://worldview.stratfor.com/article/blood-runs-thicker-south-korean-economy 
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president, some lawmakers and the public have proposed a constitutional revision to extend the 

presidency to two five year terms.49 However, an effective Chaebol reform program requires 

several years to execute along with consistent public support and a willingness to overlook the 

short-term costs of dismantling the chaebols’ tight grip on multiple sectors of the Korean 

economy.50  

In addition to the constitutional hurdle, President Moon and his party, the Democratic 

Party, must find a way to work across the political aisle to implement and execute his reform 

policies. Currently, the Democratic Party holds 119 seats51 in the Korean National Assembly where 

no party currently controls a supermajority (180 votes out of 300) to pass major legislation. Within 

the Korean National Assembly, there are five major political parties being represented: 

Democratic, Liberty Korea, the People’s Party, Bareun, and Justice party.  

 Along with chaebol reform, revitalizing a slowing economy is also high on the Moon 

administration’s agenda. With a slowing economy, young people (15-29) have suffered the most 

with youth unemployment hovering at about 11.3%. Although Moon carried the youth vote during 

the election, his administration must consider ways of opening up more economic opportunities 

for young people. One of his more popular proposals is to create 810,000 public sector jobs and 

subsidize living expenses for young people during their job searches. Although this policy could 

help the youth population in the short term, critics have questioned its financial feasibility and 

practicality. As an alternative, economists believe that business should be responsible for creating 

                                                 
49 https://worldview.stratfor.com/article/blood-runs-thicker-south-korean-economy 
50 https://worldview.stratfor.com/article/blood-runs-thicker-south-korean-economy 
51https://www.brookings.edu/blog/order-from-chaos/2017/05/11/experts-discuss-the-south-korean-election-result/ 
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jobs, while the government fosters an investment friendly environment where entrepreneurship is 

encouraged, small businesses thrive, and the chaebols are reformed.52  

This investment friendly environment many economists envision is where the chaebols 

must help with South Korea’s transition 

from a tiger economy towards a more 

innovation-based economy. Currently, 

the top five chaebols: Samsung, 

Hyundai Motor, SK, LG and Lotte, 

account for 58 percent of South Korea’s 

GDP.53 Many young people in Korea see 

a job at a big chaebol as a ticket to 

guaranteed lifetime employment, but with a slowing economy, job competition in a  prestigious 

chaebol has sharply risen.54 As a result, more young people have turned to test-taking and spending 

long hours studying for SAT-esque exams just to get a foot in the door of a chaebol office. 55 Many 

of those who do not get a job at a chaebol often settle for lower paying jobs at smaller companies 

and startups. These low wages are a result of the Chaebols’ monopolistic tendencies over small 

businesses (their suppliers) that depend on relationships with chaebols for revenue. This in turn 

creates an economic environment riddled with tough working conditions and depressed wages. To 

better regulate the chaebols, economists recommend South Korea to expand private sector 

employment in order to open doors for entrepreneurship and innovation. In addition, the 

                                                 
52http://www.npr.org/sections/parallels/2017/05/28/530153288/south-korean-youth-struggle-to-find-jobs-after-

years-of-studying-for-tests 
53 http://www.eai.nus.edu.sg/publications/files/BB1153.pdf 
54 https://www.nytimes.com/2017/05/12/world/asia/south-korea-economy-moon-jae-in.html 
55 https://www.nytimes.com/2017/05/12/world/asia/south-korea-economy-moon-jae-in.html 
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government must enforce protections on intellectual property rights and providing access to the 

necessary financial resources and support. 56 With a rapidly aging society and one of the lowest 

birthrates in the world, the Moon administration, political leaders, and the chaebols must strike a 

balance of economic reform and productivity. However, the recent verdict of Lee Jae-yong, the 

heir to the Samsung business empire, shows that the chaebols are no longer as invincible as they 

once were with the law.57 

Along with slowing economic growth and high youth unemployment, the Moon 

administration must also pay close attention to tensions brewing in the South China Sea. From a 

geopolitical standpoint, South Korea tends to act as a middle power with intentions to maintain 

stability in a neighborhood dominated by Beijing on one side and Washington on the other. 

Currently, South Korea has no direct claims in the South China Sea, giving the country potential 

to be the best possible peace 

broker in region due to their 

neutrality in the conflict. In the 

past, South Korea has been 

silent on this issue in order to 

avoid disrupting regional order, 

but this policy must change.58 

As China takes an increasingly 

intimidating role in the region, South Korea must think strategically or else undeveloped and 

                                                 
56 https://www.nytimes.com/2017/05/12/world/asia/south-korea-economy-moon-jae-in.html 

 
57https://www.nytimes.com/2017/08/25/business/samsung-bribery-embezzlement-conviction-jay-lee-south-

korea.html?rref=collection%2Fsectioncollection%2Fasia&action=click&contentCollection=asia&region=stream&m

odule=stream_unit&version=latest&contentPlacement=4&pgtype=sectionfront 
58 http://thediplomat.com/2015/06/the-south-china-sea-needs-south-korea/ 
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unresolved  territorial issues of their own with China might resurface, such as the dispute regarding 

Socotra Rock, a submerged sea mount that hosts a South Korean marine research facility.59 

Overall, stable regional order is most favorable for South Korea economically and 

politically. Maintaining a bystander status in the security centric neighborhood in Asia will be 

detrimental down the road. The Moon Administration must walk a fine line between cooperating 

with Beijing and appeasing Washington. With an increasingly volatile North Korea, South Korea 

must seek help from both sides when it comes to condemning and isolating the North. Ignoring 

tensions in the South China Sea could potentially damage the chance of assistance from China and 

other countries in the region in the event of conflict with North Korea or its collapse.60 

3.4 Bloc Positions 

3.4.1 Democratic Party or Minjoo Party 

The liberal party led by President Moon Jae In. Members of this party supports tightening 

regulations over the chaebols and addressing other major domestic issues, such as rising household 

debt, high youth unemployment, and stagnant wages. 

3.4.2 People’s Party 

The centrist party led by Ahn Cheol-soo, who has drawn comparison to U.S. presidential 

candidate Bernie Sanders for his proposed reforms to education, economics, and welfare. To curb 

the influence of chaebols, Ahn proposed to create tighter regulations targeting the chaebols, 

strengthen laws created to punish white collar criminals, and limit the number of pardons given to 

guilty corporate criminals.61 

                                                 
59http://www.telegraph.co.uk/news/worldnews/asia/china/12065626/Beijing-lays-claim-to-South-Korean-

waters.html 
60 http://thediplomat.com/2015/06/the-south-china-sea-needs-south-korea/ 
61 http://www.bbc.com/news/world-asia-39227594 

http://www.telegraph.co.uk/news/worldnews/asia/china/12065626/Beijing-lays-claim-to-South-Korean-waters.html
http://www.telegraph.co.uk/news/worldnews/asia/china/12065626/Beijing-lays-claim-to-South-Korean-waters.html
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3.4.3 Liberty Party 

One of two splinter parties that emerged after the fall of the Saenuri Party and Park Geun-

hye. This party continues to be loyal to former President Park despite the recent impeachment and 

scandal.  62 

3.4.4 Justice Party 

Progressive party led by Sim Sang-jeung. Put out a very leftist agenda with a heavy 

emphasis on limiting family controls within the chaebols.63 

3.4.5 Fair Trade Commission 

A regulatory body that is considered to be the country’s leading antitrust watchdog when it 

comes to regulating chaebols and regulating economic competition.64 President Moon’s nominee 

to head the commission, chaebol reform advocate Kim Sang-jo, believes in focussing on tightening 

oversights on chaebols and retooling them into economic assets for South Korea.65 

3.5 Discussion Questions 

● What role should conglomerates ideally play in domestic affairs?  

● What are the big takeaways from the recent influence peddling scandal? 

● How should chaebol reform be enacted? New constitutional amendments? New policies? 

Increasing public sector jobs? 

● What lessons can be learned from previous efforts to reform the chaebol system? 

● What approaches should South Korea consider when mitigating tensions in the South 

China Sea? 

                                                 
62 http://www.bbc.com/news/world-asia-39227594 
63 http://www.bbc.com/news/world-asia-39227594 
64 https://worldview.stratfor.com/article/blood-runs-thicker-south-korean-economy 
65 https://worldview.stratfor.com/article/blood-runs-thicker-south-korean-economy 

https://worldview.stratfor.com/article/blood-runs-thicker-south-korean-economy
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3.6 Key Terms 

● Chaebol 

● National Assembly 

● Gross Domestic Product (GDP) 

● Gini Coefficient 

● Gang of Four Nations/ Four Asian Tigers  
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