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ABSTRACT

Economic Policy and Democracy in Neo-liberalism

- Focusing on the Credit Card Policies and the Problem of Defaulters under
Kim Dae-Joong Adminstration -

This dissertation examines the credit card policies during Kim Dae-Joong
Administration which resulted in the increase of credit defaulters in large scale, and
analyses the causes and the structure of such policy decisions. The focus of analyses
is on the constraints faced by the democratic government in selecting economic
policies in the new policy environments brought by neo-liberal globalization and
the structure of conflicts and coalition that such policies entailed. By doing so, this
dissertation brings to light the decision-making structure of democratic government
which politically replaced authoritarian ruling system, and its socio-economic
implications.

The rationale for selecting the case of credit card policies during Kim
Dae-Joong Administration is that those policies seems to be the best examples
demonstrating the characteristics of economic policy-making structure of that period,
to say nothing of their great impact on the Korean society with the rapid increase
of credit defaulters. Studying the credit card policies of Kim Dae-Joong
Administration shows that economic bureaucrats took the initiative in
policy-making, and this led to the policy coalition between the government and the
big business groups. As a result, it shows why and how economic reforms of the
newly-born democratic government failed in the situation of economic crisis.

The findings of this study are as follows. First, even after democratization,
political parties were not able to fully represent social demands and interests in their
policies due to underdevelopment of the party system: incumbent political elites
could not gain strong support from the bottom stratum and consequently showed

a tendency toward short-term preferences as a warrant for the next election. These



political elites were not able to push long-term economic reform at full throttle. This
was the main reason why Kim Dae-Joong Administration, under economic crisis,
chose its credit card policies as the short-term means of quick economic boost
instead of long-term economic reform and restructuring.

Secondly, with a weak political party system, it was not possible to build a
democratic policy-making structure responsible for the policy results through which
parties collected demands from the bottom and made them into actual policies. As
a result, political parties were excluded from the decision-making structure while
economic bureaucrats made all the techno-bureaucratic decisions: there was no
democratic political process accountable for the policy results as typically seen in
the case of the credit card policies.

In such policy-making structure in which ruling political elites had short-term
preferences while economic bureaucrats considered economic growth as the first
priority, it became natural for existing business groups to be mobilized, rather than
to be the targets of economic reforms. Kim Dae-Joong Administration needed to
borrow economic power of business groups as a quick remedy for economic crisis,
and it was the main reason why its economic reform had failed. The linkage between
the economic bureaucrats and the business groups was the essential element that
created and maintained the credit card policies.

Finally, the linkage between the bureaucratic organizations responsible for the
policy decisions and the credit card companies appears to have developed into a
ruling coalition through the credit card policies. This coalition can be characterized
as the relationship based on interdependence between the two parties, not only
different from that of state dominance during the authoritarian rules, but also
different from that of capital dominance after democratization. It was also the main
reason why the government was not able to properly respond to the social problems
such as rapid increase of suicides, divorces, and crimes by credit defaulters,

Democracy, based on equal rights, can be described as a source of power that
alleviates the effect of market inequality. However, the case of the credit card

policies demonstrates that the process of democratization, unless it is accompanied



with the development of accountable party system, only leads to the preservation
of existing business-led economic system and bureaucrat-led growth-first policies,
and result in the deterioration of life quality of lower classes.

In sum, the credit card policies of Kim Dae-Joong Administration clearly shows
that, in the environment of neo-liberal globalization, the democratic principles of
representation and accountability based on the party system are essential

requirements for successful socio-economic policies of any reformist governments.
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4 902 690 485 53.8 205 49.2
A 831 634 433 52.1 201 50.5
317 643 394 224 34.8 170 40.6
w3t g 540 370 270 50.0 100 37.0
oJul 84 484 332 214 44.2 118 43.7
)8} 7= 454 287 230 50.7 57 25.4
| 420 307 211 50.2 96 45.9
Z2EA 382 239 150 39.3 89 38.4
AEEA 342 252 182 53.2 70 43.8
s 272 197 142 52.2 55 42.3
AR 88 43 11 12.5 32 41.6
o v 87 57 45 51.7 12 28.6
S8AH 75 31 16 21.3 15 25.4
4 57 35 20 35.1 15 40.5
Bl 46 39 34 73.9 5 41.7
9lm 40 21 6 15.0 15 44.1
A 11,095 7,832 5425 48.9 2,407 42.5

A}Z: OECD(2000), p. 217.
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/I8 B 1G7R=2] A 19990 CBO7F A =8N $47 PR ez et 2
O 7EEstE AL gtk

<3 3-1> AE7h= By B AR JAE(ER: %)

de | ey | 7piAs | dAe | @5 | el | S
1991 16 33 37 9 -7 6
1992 21 13 24 16 13 17
1993 32 56 35 83 90 71
1994 30 50 59 49 51 53
1995 32 33 37 28 20 26
1996 23 25 34 22 15 22
1997 11 23 20 13 12 14
1998 -8 7 -15 —27 —4 -12
1999 -7 35 46 22 47 43
2000 48 39 84 94 201 148
2001 54 A7 131 97 84 97
2002 19 —2 —6 —22 -30 —22

=

A7 $949(2004), p. 66.
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A
19993 5B 2001 d7HA] 21871 =])S F43] Attt 7tedg2ds i ¢
afar Folzt S, thekgh AHIZ AlF 5 FAZ PHAIRS ARt 7= et
713 02 FTFslGAth o] RAA A8TtEE AlRSe] glojx FidatA
ATk 2001 3E ZALHRFAT A AEA] 2470 7HEHS ZARRE ATE BHE

3 2
% o] Tl 7hed vl 7 95.1%4 He AoE YEET:

T AT glo] AR v | AR flo] = B 7
RI%=(%) 39(95.1) 2(4.9) 41(100)

A5 = 28] 21 T(2001/03).

70,000

60,000
50,000
40,000
30,000
20,000
10,000

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

Of
ot

|—e— 3% WUy A FR XA~

200438 3/487)171A]
A5 A8 (2004/12), p. 152.
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5 AR 451989 ABTIEE ABAIAL aFeldlEol =W ThEAR
2004/07/17). =3k S22 = 2001 4719 F<t L
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<IE 3-3> FHEAPE o] g7 Fol (Wl 4o Q)

1998 1999 2000 2001 2002 2003
Eik/n=t 9,751 13,911 37,875 65,382 86,899 -
BCII= 25,161 34,381 75,577 141,420 181,771 153,276
AlgTh= 2,290 3,101 6,204 10,192 15,376 15,790
AH7t= - 17,809 45,050 102,647 148,715 90,272
LGIt= 11,182 17,783 51,676 112,008 160,295 106,413

A5 7 ARTIEAL FHo)A A AT

<¥ 3—4> FIEAPE 3 US4 o] (T T 1)

1998 1999 2000 2001 2002 2003
Eibdn=s 530 549 817 1,050 1,277 -
BCII= 1,327 1,302 1,770 2,426 2,814 2,300
Alg7h= 133 137 168 218 254 277
AATI= - 621 1,138 1,302 1,364 1,188
LG7I= 613 803 1,203 1,662 1,184 1,066

A 7} AGAEAL Fool A AT,

] <3F 34>0A Bzo] 1998'd o] % ABTtEANS 0] HNkE o7 whE A7A)
S - ey FARG AT IG7EES 22 AEA A8TtEANE

o] FEHZ YAE AT F ok o]2f3 A8Tt= Y] BT e o
B =edrt o] e maw A871= 57| ?37‘4]
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<3 3-5> A= Fam] Fo] (&9l A )

1997 1998 1999 2000 2001 2002 2003 2004

SRFH= | 973,462 | 1,036,303 | 2,357,401 | 6,037,405 |13,311,350 |26,336,767 | 5,882,355 | 754,233

BC7}= | 735,465 | 300,811 | 1,021,944 | 3,160,971 11,017,198 |26,396,390 |12,608,229 |11,956,380

A 7F= | 350,390 | 1,283,601 | 2,634,747 |10,255,877 26,095,374 |35,821,663 |13,546,313 18,405,935

9]37}= 11,463,660 | 138,336 | 516,238 | 2,156,008 | 7,455,120 |10,897,051 | 6,670,716 2,400

LG7I= (2,853,609 | 1,152,665 | 3,076,845 10,085,064 (22,072,836 |28,622,496 11,642,086 | 6,998,436

Al 16,376,586 | 3,911,716 | 9,607,175 31,695,325 |79,951,878 128,074,367 |50,349,699 |38,117,384

ZL&: KADD(2005).

T <3 3-5>04 g
199735 Hlwe v 19981 9] FarH|=

Qstae e 79SS A BT AAaFAE eSS &

=] Ae= 19974 570 719 T 7S e BaHE AE3 01 19981 FATH|E 4]

7W7kol ST EM S/ Al T 7P B BaHE AESIve /\H:lowr. 1997
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A A3t HolES AP 1G7hEE 3] st thestel A=aele
o] poplgow na FRAAA] EARASS & 5 Atk

AEFVES} BRS B3| DA Bele Ank FEAY AESHEA BA
S5AT 109 7=
71X F2sHok 3 %
= T 990 o) o]—er%ul»t— wom z:sﬂoﬂ AgTE %«4 %—7}—;— mgele
53 71EAE ] v A fRollnk ST ofF Agsks o A%H F7}
£ Folunt A e A8 PAE A Aol Tt=Ee g 8] 93

o) 7lEE dEu] 9 Ao ootk HolA Afelg zheth
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<3 3-6> A87t= o ¢ H P A

o | AT [BAREAF] AE S [RAREAT 109] A &
e (2 ) (2 ) (A0 b= (o)) (274)
1994 44,642 20,353 25,314 1.2 2,055
1995 45,093 20,845 33,278 1.6 2,760
1996 45,525 21,288 41,113 1.9 3,461
1997 45,954 21,782 45,705 2.1 4,257
1998 46,287 21,428 42,017 2.0 4,649
1999 46,617 21,666 38,993 1.8 6,192
2000 47,008 22,069 57,881 2.6 8,611
2001 47,343 22,417 89,330 4.0 12,627
2002 47,640 22,877 104,807 4.6 15,612
2003 47,925 22,916 95,517 4.2 16,949
2004 1/4 - 22,982 89,800 3.9 16,878
2004 2/4 - 23,531 88,330 3.8 17,224
2004 3/4 - 23,434 86,395 3.7 17,253

T 7RSS 2004978 FR), 98, Ajhe] AlFLd AH A9
—_L.
=4

A8 JA1F-§E3)(2004/12), p. 150.

2002'd ©]H A-8EFALY] FEATE BEA R 1919 2773100t o]= A&
B2t g Akdell disf 277719 587180l A71AAE Angdes ugth v
2002'd 1g5E 2003 5E7HA] SV 6onte] W] B 5 =3
et AEEFAR T2 o] Fe] 97 o] FE7|HellA =
ofmjgitt. o]2u} Fl=EH 77t duig 49

§
i
s
f
WN
rr
£
i
e
ol
¥2,
)

T 5545 219l 1919 A5
2002.1 6,805,544 2,456,614 2.77
2003.5 13,009,529 3,153,535 4.13

A 6,324,570 690,610 9.16
7 92.93% 28.11%

27 TE8H2003)A] AL
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1980t) ATl S] GO vel A AgThEol B ol A EFY
Bl 819 %ol ofleh 594 T 2HArk HYEe] FHAAE A8
HES B Fol AGAEE 7B 504 FL HFOR Q45T 17

o] 7HHe &A= 4% Aol

O

AR RIFE Eol¥o] dlFHol= &3t AGT=EARSC] FAAR R 7}
=S guistar dEAHls ol AT = UMD AL el A Hokwo] It
Hog 7IYEt BANA T o5 S 5 ok 2y ARG 0|59 FAo]
7149l @714 olels 7 x| edgkthd of2i3t B g} WEE A& = ¢l
A Aotk 2ZTH IS0 o3 A e AT F ANAE ofFi= FHo|
A7k Y F 7HA BN s & o ok shue FidFEaL & 5 e
AL} 7IERS 29 &l e A7) S8t dA dEdT T4

o2M AFAEAEE ATE 7 ANGIA B7A RAZ HBIEE JAT 5 3

TRl A7) wEol itk

1) 2 ofabae] A

1999 59 FFAHIZ o]§3HE HAZ AETIEAES T 708 HollA] 139t
A7A] AR FEE SHOEHA PAFAIHZ o] &AL V)ehagA o R Frte}
Atk AFAHI 2 AR AL 19973 AA| 7FEAREB ] 47.1% 50 21} 1999 53%, 2000
A 64.6%, 20013 60452 A Eolyth 7)o Ft=E71A] £33 A9 FLEALY
dAatESAulae JA o] 89 70%E B oAt vl=, 9 T 7t=E3) A3l
o] AL AlgIlT ALg = EE )7} 80%E A5 HEUE0] 20%S 2|3}
(FREAD 2003/04/24)= AHS ghe] A87tEe] drbv 71840 ® FPEo sk

Lo



‘YE7=2 HAE | 7HAdES 58 FHoE AgRA Hd

AFgo] o8] AT Ref YT BE T ok @AM B SR g o
S0 A9l Ae 0 o] 7] Witk JelAE A2 Pe] Al
B4 PR 2L IRe 7B $qu) ASHE Paw FouH 270 of
G 717 Futel §7) mel To] W o]lARS THE HA BANE el
gtk A7 A=F FURPE ASAAEE SolF AASAE FRES B
FAFoRA GYFAE AAHES JARE T2 483 o) <k 38>

<3 3-8> ZFEAL daAfu|s o] 8V R g MeFol (W9 %)

T 97 114 98 1~2¢ 994 4¢ 2000 12€
BC7= 21.63(9.0) 22.9(9.0) 22.9(7.8) 23.56(7.0)
LG7I= 24.87(12.1) | 29.89(12.6) | 28.13(12.7) 28.13(9.4)
A= 24.48(12.44) | 29.47(15.18) | 28.16(11.16) | 28.16(9.82)

3o THAIES 12.1 15.87 11.68 9.48

FOE ARZEF

25 A 9]2004), p. s1ellA AQLE-

1997133} 200003 -& Bl E o A8TIEALES] YT AStE AT
[e3]

AHl2 5rEE 98d AYEReS

S°] QAS7IE el gt EE BA HA HA] RS dAIARE] 2714
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<} 3-9> FFEE 4% (49 %)

A o =

W svgs | T | srme | o | TH |V
TTREE TTREE
=23 112.5~26.95 3.32 11.0~13.5 | 8.5~23.2 1.5~4.0 | 25.0~28.0
ZH7l= | 14.0~26.8 3.28 12.0~20.0 | 17.0~25.0 | 0.0~3.0 | 25.0~29.0
BC7l=  [12.0~25.92 3.54 8.8~18.5 | 11.56~18.7 | 1.0~3.0 | 23.5~26.5
AHdIt= | 13.0~27.5 2.46 10.0~20.0 | 12.5~23.2 | 0.0~3.5 28.0

AlgH= 112.5~26.95 3.57 11.0~18.8 | 13.0~17.0 | 0.5~1.0 | 24.0~28.0
Q7= | 15.9~26.9 4.2 11.5~21.9| 12.5~23.5 | 0.5~4.0 | 25.0~29.0
2Y7l= | 12.0~27.4 4.0 11.0~19.5 | 9.5~23.0 0.5~1.5 | 23.0~28.0
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1998 27.6 3.5 5.4 3.9 5.4 4.4 1 10.7 4.5 | 14.6 |19.9

1999 27.7 3.3 4.9 3.7 5.6 45 | 10.7 49 | 16.1 | 18.8
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2002 26.3 3.4 4.9 4.1 5.6 4.3 10.9 4.8 | 17.0 | 18.7

2003 26.6 3.2 4.7 3.9 5.6 46 | 114 50| 175 | 174
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<FE 3-12> A 71 AA A5 4H] XS5 W3H1996~1999) (vH): 1996=100.0, %)

T 19973 | 1998 | 19999 | 96~97d | 97~984 | 98~99d

A A5 103.5 93.9 93.1 3.5 -9.2 -0.8
AA a5 103.0 92.4 89.1 3.0 -10.3 -3.5
(A4 22 &25) 102.9 93.5 88.9 2.9 -9.1 -5.0
Ad ¥ B A5 111.1 115.9 149.4 11.1 4.3 28.9
A4 TH A= 101.7 87.2 95.0 1.7 —-14.2 8.9
AA on) AE 100.7 84.6 92.0 0.7 -16.0 8.8

F 199613 ABRF E7F)E
Atg: A8} - F71351999), p. 94.

9] <3 3-12>& ZEA 7] A A5 E AHAE jskE BFET 1996
55 100%2 B wf 1998 d9] Ad 252 93.9%, 199932 93.1%2 A&
996 7|22 1998 FABHA 743t
Al S7HRE A2 yehstth shAt

R
Stal 92%% o} 4= 9tk e o] E AAAE
i s A %

o o
5 b
32
oo
o
o
ol
¥
£
>
N
N,
N
12
>,

2
£
N
X
o
Jz
lo
b
z
2
i)
o2,
N
O
HU
—
O
A=)
O
rL
_W.L

ddH o8 Aa5Fe] A5 39

RO OS5 31s Ao 2 Fgdths oA A Ak vo] <3 3-13>2 457
T HE A5 S HAZT L5AISHEE £5579] Aol7t £HEHA vEl
v s

a9tk FollA B AA 7] o]F A 20%9] A5S 23] 7}
TOE AFE &5 AaFS HHHoR F7tste 819 20%9] 789
= 250 4 Aadle= & F Aok ol= BAITZIE I3 FEe] HA|F R

A olFoAA ke Wt ol o312 a5 ofeige] B AAHSS

78 AARFIA ARG vl



e WE 25 37 A5 A5 S

B 1997d 1998 19994 1997d 19984 19994
9 20% 120.9 127.7 132.4 20.9 5.6 3.7
20~40% 126.6 122.4 120.8 26.6 —3.3 -1.3
40~60% 104.5 100.8 98.4 4.5 -3.6 —2.3
60~80% 90.1 84.3 81.3 -9.9 —6.4 —3.6
39 20% 91.8 82.3 75.4 —8.2 —10.3 —8.4

AA8: A8} - F71341999), p. 95.
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ARE oA aFAR %owﬂ ol

o] GDP Tju] AJE R B B ke

2t o) SRR A %%4 A5 1A Tl BFUgle] e fEol

AT} ol2g AL BA 4k M &-S AN 1 BRER Ut s Bt )

AAE BASA e 4‘1%1% & % 9k, vle] GDP TjH] ALEEARS gL
ol

1999 A 14.68%°) o] EThE-Y

rot
o
=
rr
b
—{u

ARAME ALEa ok
20013 2.0%% 5-X]740.

<3 3-15> AB|RA 9 EX| At (29 %)

LA 4ol Aken) GDP tfH]
1997 6.2 1.0
1998 6.1 1.0
1999 7.3 1.3
2000 9.1 1.6
2001 10.8 2.0
2002 9.7 2.0
2003 9.8 1.8
2004 10.7 1.9
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3|l 5.2 37.3 36.4 9.1 3.9 8.1
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