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South Korea as an Imperialist Power

On the nature of South Korean monopoly capital
and the ensuing programmatic tasks of the workers vanguard
by Michael Prébsting, International Secretary of the Revolutionary Communist International Tendency (RCIT), December 2019

I.SOME GENERAL CONSIDERATIONS

dent research of the author as well as of intensive

discussion and collaboration with the South Korean
comrades of the Revolutionary Communist International Ten-
dency (RCIT). In particular, the author of these lines owes
his gratitude to comrade Hong Su-Cheon who already
published two works on the issue of imperialism. !

The following study is the result both of indepen-

1. The Relevance of the Issue

The transformation of South Korea from a semi-colony
into an imperialist state in the 2000s is a key issue for
Marxists. It is relevant not only for revolutionaries in
South Korea but also in the whole Asian continent as well
as globally. There are several reasons for this.

First, South Korea has become an important player in the
world economy. Its leading monopolies like Samsung,
Hyundai, KIA, LG and others are prominent members of
the global elite of corporations.

Secondly, South Korea’s rise is reflected in its willingness
to confront its Japanese rival. The consequences — from the
onset of a trade war to the rupture of military cooperation
agreements — have major ramifications for the geo-strate-
gic environment of East Asia and the U.S. alliance system
in the region.

Thirdly, South Korea’s transformation has crucial conse-
quences since the Korean Peninsula is an important region
for world politics given the long-standing aggression of
U.S. imperialism against North Korea. Furthermore, this
region is the area where the interests of nearly all impe-
rialist Great Powers — the U.S., China, Russia and Japan
— directly clash.

As a result, this transformation has important conse-
quences for revolutionaries. Contrary to the claims of the

so-called “National Liberation” current — i.e. the Stalinist
and semi-Stalinist organizations in South Korea — there ex-
ists no legitimate strategic task for the workers vanguard
to fight for the “national liberation” of their country. It is
because of South Korea’s transformation from a semi-col-
ony into an imperialist state that any struggle for “national
liberation” constitutes in fact social-imperialist support
for the Korean monopoly bourgeoisie.

Furthermore, a correct assessment of the qualitative leap
of South Korean capitalism is essential in order to under-
stand the material basis for the monopoly bourgeoisie’s
success in containing and defeating the major upsurge of
the workers movement in the period after the overthrow
of the military dictatorship in 1987. It is the creation of
a South Korean labor aristocracy, i.e. a privileged up-
per stratum of the proletariat paid out of the imperial-
ists” extra-profits, which constitute the material basis for
the reformist pacification and integration of the workers
movement as well as for its enormous bureaucratization.
In other words, it is impossible to understand the rise of
reformism in South Korea without recognizing the trans-
formation of the bourgeoisie into an imperialist-capitalist
class.

For all these reasons, the RCIT has analyzed for some time
South Korea’s transformation from a semi-colony into an
imperialist state and pointed out the relevance of this is-
sue. We hope that this study provides a helpful contribu-
tion for revolutionary militants in South Korea as well as
internationally. 2

The following study is a detailed elaboration of the Theses
which we published recently and which have been written
for the discussion with the South Korean comrades of the
RCIT. ?
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2. Definition: What Constitutes
a State as Imperialist?

Before we analyze the features of South Korean imperial-
ism in more detail, it is necessary first to give a brief over-
view of the Marxist definition of imperialism. As we have
elaborated on this issue in much detail in other works, we
will limit ourselves at this point to summarize our con-
cept. *

As Marxists, our starting point is the classic definition of
imperialism as it was elaborated by Lenin, the founder of
Bolshevism and leader of the Russian Revolution in 1917.
Lenin described the essential characteristic of imperialism
as the formation of monopolies which dominate the econ-
omy. Related to this, he pointed out the fusion of banking
and industrial capital into financial capital, the increase in
capital export alongside the export of commodities, and
the struggle for spheres of influence, specifically colonies.

In Imperialism and the Split in Socialism — his most compre-
hensive theoretical essay on imperialism — Lenin gave the
following definition of imperialism:

We have to begin with as precise and full a definition of im-
perialism as possible. Imperialism is a specific historical stage
of capitalism. Its specific character is threefold: imperialism is
monopoly capitalism; parasitic, or decaying capitalism; mori-
bund capitalism. The supplanting of free competition by mo-
nopoly is the fundamental economic feature, the quintessence of
imperialism. Monopoly manifests itself in five principal forms:
(1) cartels, syndicates and trusts—the concentration of produc-
tion has reached a degree which gives rise to these monopolistic
associations of capitalists; (2) the monopolistic position of the
big banks—three, four or five giant banks manipulate the whole
economic life of America, France, Germany; (3) seizure of the
sources of raw material by the trusts and the financial oligarchy
(finance capital is monopoly industrial capital merged with bank
capital); (4) the (economic) partition of the world by the inter-
national cartels has begun. There are already over one hundred
such international cartels, which command the entire world
market and divide it “amicably” among themselves —until war
redivides it. The export of capital, as distinct from the export of
commodities under non-monopoly capitalism, is a highly char-
acteristic phenomenon and is closely linked with the economic
and territorial-political partition of the world; (5) the territorial
partition of the world (colonies) is completed.” >

As we can see, Lenin was unambiguously clear that the
formation of monopolies constitutes the essence of the
economy in the age of imperialism. This is not only clear
from the quote above, but also from numerous other state-
ments by him. In another essay, Lenin wrote:

Economically, imperialism (or the “era” of finance capital — it
is not a matter of words) is the highest stage in the development
of capitalism, one in which production has assumed such big,
immense proportions that free competition gives way to mo-
nopoly. That is the economic essence of imperialism. Monopoly
manifests itself in trusts, syndicates, etc., in the omnipotence of
the giant banks, in the buying up of raw material sources, etc.,
in the concentration of banking capital, etc. Everything hinges
on economic monopoly.” ©

And in his famous book on imperialism Lenin re-em-
phasizes this: ,Economically, the main thing in this process
is the displacement of capitalist free competition by capitalist
monopoly.” 7

In short, Lenin emphasized that monopolism — i.e., the for-
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mation of monopolies and their control over the economy
as well as the political domination of powers in world pol-
itics and, subsequently, the oppression and exploitation
of the working class and other nations - is the essence of
imperialism.

As the Marxist definition of imperialism is a dialectical con-
ception, the class character of states cannot be understood
by viewing a country in isolation. The methodological basis
of Marxism obligates us to analyze each thing, each phe-
nomenon not in isolation but in relation to others. Abram
Deborin, the leading Marxist philosopher in the USSR in
the 1920s before the Stalinist clampdown, formulated this
issue very well. “Nothing in the world exists in and of itself
but everything exists in relation to the rest of the totality.” ®

Thus, a given state must be viewed not only as a sepa-
rate unit, but first and foremost in its relation to other states
and nations. Similarly, by the way, classes can only be un-
derstood in relation to one other. This is self-evident since
states, by definition, could not exist in isolation but only
because other states exist too. The same, again, in the case
of classes: There is no bourgeoisie without a working
class. There are no big landowners without rural work-
ers and peasants. Likewise, there are no imperialist states
without colonies and semi-colonies. And there is no single
Great Power but several Great Powers which are in rivalry
to each other.

Furthermore, a Marxist dialectical understanding of im-
perialist states requires to analyze them in their “rich total-
ity of many determinations and relations.” ° It is a widespread
error to view imperialist powers in an schematic way and
to assume that there would exist only a single model of
an imperialist state. Usually, people take the U.S. as the
model of an imperialist state. However, as we have elabo-
rated in other works in detail, such an approach complete-
ly ignores the unevenness in the developments of societies
in general and of imperialist states in particular. ° Such
ignorance constitutes a gross mistake since, as Lenin em-
phasized, “uneven economic and political development is an
absolute law of capitalism.” 1!

Hence, the economic, political and military development
of imperialist states is not uniform but can rather, and in-
deed does, differ in each case. Russia, for example, is on
a military level a much stronger Great Power than on an
economic level. In Japan and Germany, we see exactly the
opposite case. Add to this the obvious fact that there are
larger and smaller imperialist states (ranging from the
U.S. and China to Swiss, Austria and Belgium).

Such unevenness naturally results in the fact that those
imperialist states which are not the most dominating (like
the U.S. and China today) have to look for alliances with
other powers in which they have to make compromises
or even have to subordinate themselves to a certain de-
gree to the leading power. The development of Germany
and Japan after their defeat in World War II and their con-
sequential subordination to U.S. imperialism are vivid
examples for this. Likewise, smaller imperialist states in
Europe have to subordinate to a certain degree to the lead-
ing powers in Europe, Germany and France. Australia also
takes a rather subordinated position in relation to the U.S.
And South Korea is, as we will see, another example.
Marxists therefore have to view imperialist states in their
totality and not pick only one or the other feature of their
development. Otherwise they are doomed to misjudge the
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class character of given states and, as a result, end up in
political confusion and failure to take the right side of the
barricade in the class struggle.

Finally, it is a basic requirement of dialectic to recog-
nize motion as an essential if not the most essential feature
of being. Friedrich Engels, the closest collaborator of Karl
Marx, explained in his famous Anti-Diihring book: ,Mo-
tion is the mode of existence of matter. Never anywhere has there
been matter without motion, nor can there be. Motion in cosmic
space, mechanical motion of smaller masses on the various ce-
lestial bodies, the vibration of molecules as heat or as electrical
or magnetic currents, chemical disintegration and combination,
organic life -at each given moment each individual atom of mat-
ter in the world is in one or other of these forms of motion , or in
several forms at once. All rest, all equilibrium, is only relative,
only has meaning in relation to one or other definite form of
motion. (...) Matter without motion is just as inconceivable as
motion without matter. Motion is therefore as uncreatable and
indestructible as matter itself.” 12

It can not be otherwise because all matter — in nature and
in the society — is characterized by inner as well as exter-
nal contradictions. It constitutes a unity of contradictions
and the development of these contradictions is the driv-
ing force of its motion as Lenin emphasized: , The unity
(coincidence, identity, equal action) of opposites is conditional,
temporary, transitory, relative. The struggle of mutually exclu-
sive opposites is absolute, just as development and motion are
absolute.”

This, seemingly purely abstract, issue is highly relevant
for the analyses of the class character of states. Stalinist
thinking is fundamentally mechanistic, lacking any dia-
lectical mindset. A is A and will remain A, full stop! It
lacks the ability to think in contradictions and changes. In
contrast, authentic Marxists are obligated to recognize the
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contradictions and the resulting motions in all features of
life. They must base their analysis on the method of dialec-
tic “which reflects the rhythm and the motion of reality itself.” **

Only such a dialectical approach will enable Marxists to
recognize the development in the system of relations between
classes and states. It is only via such a dialectical approach
that Marxists can observe the changes in these relations and,
hence, take into account the possible transformation of the
class character of this or that state. Such transformations,
which in itself are the result of a process of quantitative
changes transforming at some point into quality, have
taken place repeatedly in the history of humanity. The
transformation of the Byzantine Empire from an antique
slave holder into a feudal state in the 7th and 8th century is
just one of numerous examples in the history of humanity.
Or, to give more actual examples, one can point to the col-
lapse of Stalinism resulting in the restoration of capitalism
in Russia and other countries, to the collapse of Portugal’s
colonial possessions in the 1970s and its transformation
from an imperialist into a semi-colonial country, or, more
recently, China’s and Russia’s emergence as new imperi-
alist Great Powers. In summary, those who are not able
of thinking in contradictions and motions are incapable to
recognize the developments as they take place in the class
society!

We conclude for now by summarizing our understanding
of the characteristics of an imperialist state as we have for-
mulated it in the following short definition: An imperialist
state is a capitalist state whose monopolies and state apparatus
have a position in the world order where they first and foremost
dominate other states and nations. As a result they gain extra-
profits and other economic, political and/or military advantages
from such a relationship based on super-exploitation and oppres-
sion.

Publications of the RCIT

Syria and Great Power Rivalry:
The Failure of the , Left”

By Michael Probsting, April 2018

The bleeding Syrian Revolution and the recent Escalation
of Inter-Imperialist Rivalry between the US and Russia —

A Marxist Critique of Social Democracy, Stalinism and Centrism

Introduction * The liberation struggle of the Syrian people against Assad retains its just character *
Against all imperialist aggressors! * Old and new Great Powers * The Ex-Stalinist turned social democrats:
“God save the United Nations” * The Stalinists (and some caricatures in Trotskyist camouflage):
social-imperialist servants of Assad and Putin * The Morenoite LIT, UIT and FLTI: the heart on the right
place but not their brains * CWI and FT: failure to understand the imperialist nature of China and Russia *
CWI/ SWP(UK) / FT: refusing to support the Syrian Revolution * Conclusion * Footnotes

A RCIT Pamphlet, 24 pages, A4 Format
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II.AN OVERVIEW OF
SOUTH KOREAN MONOPOLY CAPITAL

3. Historical Background: Extraordinary
Conditions Allow for Rapid Industrialization

South Korea’s transformation into an imperialist state
is an extraordinary development because — in contrast
to other imperialist states like Japan, the U.S. or various
Western European states —it had a different class character
throughout the whole 20* century. In this period, South
Korea was rather a colony (until 1945) respectively a semi-
colony in the second half of the century. Nevertheless, the
specific features of this development constituted impor-
tant factors which allowed for the formation of a national
monopoly capital and, hence, the transformation into an
imperialist state.

We have published an extensive study in 1996 which
analyzed the development of the so-called “Asian Tigers”
and, in particular, of South Korea’s capitalism since World
War II. In that study we demonstrated that specific cir-
cumstances resulted in the process of the formation of a
monopoly capital which began to dominate the domestic
market and to export capital. '®

At this point we will limit ourselves to briefly summarize
the results of this study. South Korea has always been a
“front state” in the global confrontation between the impe-
rialist states and the Stalinist camp — first in the devastat-
ing Korean War in 1950-53 and than in the subsequent Cold
War. This resulted in South Korea’s de facto occupation
by the U.S. and the control of its political and economic
development by Washington. The specific conditions of
this Cold War forced U.S. imperialism to push for a rapid
industrialization of the country. Such a policy included a
substantial agrarian reform which resulted in the redis-
tribution of some 40% of the land. Hence, the number of
peasants owning their land increased from 50% to 94%
due to this reform. '® This created a broad peasant class
which became a stable political base for the bourgeois
bonapartist regime.

Throughout the whole period until 1987, South Korea
was ruled by military dictatorships. Such a repressive
state apparatus ensured the conditions for the brutal su-
per-exploitation of the working class. Related to this was
a permanent flow of financial and economic support of
U.S. imperialism. For example, between 1945 and 1978,
the USA handed over economic aid worth US$ 6,000 mil-
lion to South Korea, that is the equivalent of all aid to the
whole of Africa in the same period!

All these factors ensured the conditions for a process
of rapid capital accumulation. In Table 1 we can see that
South Korea experienced dramatic growth rates of its
fixed capital stock for several decades — far above that of
most other countries.

Furthermore, the state intervened in the economic de-
velopment and encouraged the formation of powerful
conglomerates known as chaebols. The word chaebol is a
combination of the Korean words chae (84), which means
wealth, and bol (Ff) which means clan. Such a state-led
concentration process of capital aided the creation of a

modern industry orientated to the world market.

By the time, these chaebols developed more and more
into a powerful monopoly capital exercising absolute he-
gemony within the national economy and a decisive influ-
ence over the politics of the bourgeois regime. Whereas
the production of the ten biggest chaebols accounted for
only 15.1% of the Gross National Product in 1974, by 1983
their share was already 65.2%. '* Likewise, Korean chae-
bols started to export capital and in 1992 South Korea be-
came a net capital exporter.

Hence, in this study published in 1996, we asked the ques-
tion “are South Korea and Taiwan imperialist states?” We an-
swered this question in the negative in the case of Taiwan
and characterized it as an “advanced semi-colony”.

In South Korea, we said at that time, things were differ-
ently. We wrote: “South Korea is already one step ahead (com-
pared with Taiwan, Ed.). As we did demonstrate, the high degree
of monopolization allows it a relatively strong position on the
world market. We characterize South Korea as a very advanced
semi-colony which is in transition into an imperialist state. Why
is South Korea not imperialist yet? This is because capital ex-
port has become an essential feature relatively late and is still
not very large. We believe that the next years will show if the
chaebols can overcome two essential problems. First it is crucial
to reduce the massive indebtedness. (...) Secondly there will be
a global recession in the next years (...) It will be decisive if the
chaebols succeed to resist this pressure and if they manage to
expand their influence in South-East Asia and China. This will
decide if South Korea becomes an imperialist state or if it falls
back into an advanced but dependent semi-colony.” *°

As it is well known, South Korea — as well as the whole
region — was massively affected by the so-called Asian Fi-
nancial Crisis in 1997/98. However, South Korea’s monop-
oly capital succeeded to restructure and consolidate in the
aftermath of this crisis.

In summary, South Korea’'s character as a front state in
the Cold War resulted in the combination of a number of
factors which created extraordinary advantageous condi-
tions for the emergence of a national monopoly capital.
The most important among them were the continuous
existence of pro-U.S. military dictatorships ensuring the
massive super-exploitation of the working class, a sub-
stantial agrarian reform, massive political support and
financial and economic aid from the imperialist states
and state-capitalist regulations. Eventually South Korea
emerged as an imperialist state in the 2000s.
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Table 1. Capital Accumulation: Growth Rates of Fixed Capital Stock,
1960-2000 (in %, p.a.)

Industrial Countries South Korea China India Brazil
1960s +5.0% +8.9% +1.9% +4.5% +5.8%
1970s +4.2% +14.6% +7.2% +4.1% +9.6%
1980s +3.1% +11.2% +8.4% +4.9% +4.1%
1990s +3.3% +9.6% +10.9% +6.2% +2.2%

Table 2. South Korea’s Gross Value Added by Kind of Economic Activity, 2016

Agriculture Industry Services
2.2% 38.6% 59.2%

Table 3. South Korea’s Employment by Economic Activity, 2018 *
Agriculture Industry Services
4.8% 24.6% 70.6%

Table 4. Korea’s Top Export Products, 2017 *
Percentage of total exports of goods by product

Semiconductors 17.1
Ships 7.4
Cars 7.3
Petroleum products 6.1
Flat displays and sensors 4.8
Car parts 4.0
Wireless communication equipment 3.9
Synthetic resin 3.6
Flat-rolled steel products 3.2
Computers 1.6

China‘s transformation
into an imperialist power

A study of the economic, political and military aspects
of China as a Great Power

By Michael Probsting (International Secretary of the RCIT)
Price: €3/ $3,5/£2 (plus delivery charges)

Order the pamphlet via our contact address: rcit@thecommunists.net
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4. South Korea as a Highly Industrialized,
Modern Capitalist Country

It is because of this combination of several developments
that South Korea was able to rise and to become a highly
industrialized, modern capitalist country. This becomes
evident from a number of indicators.

South Korea, a country with a population of 51 million,
has become one of the top economies in the world behind
the leading states like the U.S. and China. Today, South
Korea’s economy is the fourth-largest in Asia and the
12" largest in the world. % Its Per Capita Gross Domestic
Product is already higher than that of Spain. ! The rapid
advance of South Korea’s economy is reflected in the fact
that its per capita income increased from 6% of the OECD
average in 1970 to 89% in 2017! %

The composition of South Korea’'s economy by sectors re-
sembles that of various Western European countries. Its
share of agriculture (2.2%) is smaller than that of Spain
(2.8%). Given the massive industrialization of South Korea
(and the parallel deindustrialization of most old imperial-
ist countries in Western Europe and the U.S.), the share of
its industry in national output (38.6%) is higher than that
of Japan (28%) — not to speak about the parasitic imperi-
alist states in Western Europe and the U.S. — and is only
matched by China (40.0%). (See Table 2)

We see a similar picture when we look at the employment
of the labor force in South Korea. The share of labor force
employed in agriculture has rapidly declined in the past
decades and is now only 4.8%. (See Table 4) This share is
only slightly higher than in other imperialist countries like
Spain (4.1%) or Austria (4.2%).

Reflecting the strong position of Korean monopolies, the
country has become the world’s sixth-largest exporter in
merchandise trade. Its share in world merchandise trade
(3.1%) is already larger than that of France, Britain or It-
aly. If one excludes the trade within the European Union,
South Korea is already number 5 — only behind China, the
U.S,, the EU and Japan. ®

South Korea’s exports account for about half of its GDP
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and are dominated by high-value commodities mostly
from the manufacturing and high-technology sector like
ships, cars, refined petroleum, liquid crystal display pan-
els, industrial machinery and telephones. (See Table 4)
Another indicator of the modernization of South Korea is
the high share of its population using the Internet. Accord-
ing to the latest figures of the United Nations, 95.1% of all
individuals are using the Internet by 2019, a figure even
higher than Japan!

While these figures in itself do not prove that South Ko-
rea has become an imperialist nation (see for this the next
chapters), they constitute already strong indicators of the
massive catching-up process which has taken place in the
past decades.

5. South Korean Monopoly Capital:
Domination of Domestic Market

As we stated above, the creation of monopolies is an es-
sential, if not the most important, feature of imperialism.
South Korean capitalism is characterized by the domina-
tion of a handful of monopolies — the so-called chaebols.
These corporations are family-owned businesses that have
numerous subsidiaries across diverse industries.

The following figures demonstrate clearly the command-
ing position of the chaebols in South Korea’s economy. Ac-
cording to Korea’s Fair Trade Commission, there are now 45
conglomerates that fit the traditional definition of a chae-
bol. The top 10 alone own more than 27% of all business
assets in South Korea. The most important chaebols are
LG, Hyundai, SK, Lotte and Samsung. These top five chae-
bols alone represent 54% of the South Korean stock mar-
ket’s value. *®

According to a report titled “Changes in Concentration of
Economic Power on Chaebols and Implications” by the Eco-
nomic Reform Research Institute, the ratio of assets of the 30
largest conglomerates to Korea’s GDP was 100.3% in 2016.
» A Korean university professor published a study which
arrives at the conclusion that Samsung’s assets — South
Korea's single largest chaebols — alone are the equivalent

Great Power

The Rise of Russia
as an Imperialist Great Power

* Russia as a Great Imperialist Power. The formation of
Russian Monopoly Capital and its Empire
* Lenin’s Theory of Imperialism and Russia’s Rise as a

Two Pamphlets by Michael Probsting (International Secretary of the RCIT)

Order the pamphlet via our contact address: rcit@thecommunists.net
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of 42% of the GDP. * And another study claims that the
sales/revenue of the Samsung Group alone accounts for
approximately 20% of Korea’s GDP. !

According to the Seoul-based corporate evaluation web-
site CEO Score, Korea’s 10 largest corporations reported
combined sales of $677.8 billion in 2017, tantamount to
44.2% of Korea’s GDP. This is a larger share of the leading
monopolies than in other imperialist countries. For exam-
ple, the top line of Japan’s top companies was equivalent
to 24.6% of the country’s GDP and in the U.S,, the ratio
was 11.8%.

Another figure reflecting the dominating role of the larg-
est chaebols within Korea’s conglomerates is the follow-
ing: according to the OECD Economic Survey of Korea 2018
the shares of the top four business groups as a share of the
top 30 groups rose from 2011 to 2017. By the later year,
Samsung, Hyundai, SK Group and LG together had a
share of 52.7% (+3.6%) of the assets and 69.4% (+7.1%) of
the profits of the top 30 chaebols! *

As mentioned above, the most important five chaebols
are Samsung, Hyundai, SK Group, LG and Lotte. Samsung
— a global leader in the telecommunication and chipmaker
sector — is the 12-largest corporation in the world, accord-
ing to Forbes. Samsung Electronics, the largest Samsung
affiliate, employs more than 320,000 people globally (more
than Apple’s 123,000 and Google’s 88,000 combined). It
has such a dominating position that Koreans often refer to
their country as the “Republic of Samsung”.

Hyundai’s Motor Group is the third-largest carmaker in
the world and Hyundai Heavy Industries has become the
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world’s largest shipbuilding company. The SK Group op-
erates also in various sectors. Its semiconductor company,
SK Hynix, is the world’s second-largest maker of memory
chips. *

As already mentioned, the chaebols are owned by fami-
lies. While each chaebol consists of a vast network of for-
mally independent firms, they are united under the single
common administrative and financial control of one fam-
ily via a complex cross-shareholding structure. Usually,
there is a single chongsu, a kind of general manager who
makes the final corporate decisions for the entire syndi-
cate. ¥

Samsung, for example, is controlled by the Lee family.
Formally, the Lee’s family owns just 1.67% of the overall
group shares. However, they ensure a commanding posi-
tion via cross-shareholding methods. * A similar situation
exists in other chaebols. “According to the Korea Fair Trade
Commission, owner families of the 35 largest Korean business
groups (Chaebols) have an average 4.4% of ownership. How-
ever, these owner families exercise approximately 50% of the
control rights in an average of 43.6% of the companies affiliated
with their business groups.” ¥

The latest issue of the OECD Economic Survey of Korea re-
ports that inside ownership, i.e. the share held by the con-
trolling family and affiliated companies, has risen in the
past decade. While such inside ownership was between
40-50% from the late 1980s to 2005, it oscillates between
50-60% since then. In other words, the leading families of
Korean monopoly capital were able to increase their domi-
nation in the last two and half decades! **

Books of the RCIT

Michael Probsting: Anti-Imperialism
in the Age of Great Power Rivalry

The Factors behind the Accelerating Rivalry between the U.S., China, Russia, EU and Japan.
A Critique of the Left’s Analysis and an Outline of the Marxist Perspective

In Anti-Imperialism in the Age of Great Power Rivalry Mi-
chael Probsting analyses the accelerating rivalry between
the imperialist Great Powers — the U.S., China, EU, Russia,
and Japan. He shows that the diplomatic rows, sanctions,
trade wars, and military tensions between these Great
Powers are not accidental or caused by a mad man in the
White House. They are rather rooted in the fundamental
contradictions of the capitalist system. This rivalry is a key
feature of the current historic period and could, ultimate-
ly, result in major wars between these Great Powers.
Anti-Imperialism in the Age of Great Power Rivalry demon-
strates the validity of the Marxist analysis of modern im-
perialism. Using comprehensive material (including 61
Tables and Figures), Michael Probsting elaborates that a
correct understanding of the rise of China and Russia as
new Great Powers is crucial for assessing the character of
the current inter-imperialist rivalry.

In Anti-Imperialism in the Age of Great Power Rivalry Mi-
chael Probsting critically discusses the analysis of modern
imperialism by a number of left-wing parties (left social
democrats, Stalinists, Trotskyists and others). He demon-

strates that most of these organizations fail to understand
the nature of the Great Power rivalry and, consequently,
are not able to take an internationalist and revolutionary
stance.

The author elaborates the approach of leading Marxist
figures like Lenin, Trotsky and Luxemburg to the prob-
lems of Great Power rivalry and
imperialist aggression against
oppressed peoples. He outlines
a Marxist program for the cur-
rent period which is essential for
anyone who wants to change the
world and bring about a socialist
future.

The book contains an introduction
and 29 chapters plus an appendix
(412 pages) and includes 61 figures
and tables. The author of the book is
Michael Probsting who serves as the
International Secretary of the RCIT.

Anti-Imperialism
in the Age of Great
Power Rivalry

By Michael Predsiing
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A recently published report characterizes the dominance
of the chaebols by the owner-families as follows: “In all the
chaebols, and basically this is also the main characteristic of this
type of conglomerate, all the most important positions inside the
group are occupied by family members and are not designated
for meritocracy. Power is usually passed on to the eldest male
son or the chosen heir” ¥

Furthermore, the chaebols are also traditionally closely
linked to the state apparatus. In fact, their success would
not have been possible without decades of government
support in the form of subsidies, loans, and tax incentives.
It is certainly no exaggeration to say that South Korea is a
prime example for the methods of state-monopoly capi-
talism, as Lenin called the stage of capitalist development
where imperialist monopolies coalesce with the imperial-
ist state apparatus.

6. South Korean Monopoly Capital:
Global Players on the World Market

South Korea’s chaebols do not only dominate the domes-
tic market, they also play a prominent role on the world
market. As we mentioned already in the previous chapter,
Samsung, Hyundai and others are globally leading cor-
porations in their sectors. This is pretty evident from the
ranking lists of the global top corporations.

According to the Fortune Global 500 list, South Korea is
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ranked as No. 7 with a share of 3.2% and with only one
corporation less than Britain. (See Table 5)

In the Forbes Global 2000 of 2017 list, South Korea is even
listed as No. 5 with more corporations (64) than France
and Germany! (See Table 6)

We see a similar picture when we look at the global rank-
ing lists of the world’s millionaires and billionaires. Ac-
cording to the latest world wealth report of Capgemini,
South Korea had 243,000 so-called high-net-worth individu-
als (one of the obscene categories of the monopoly bour-
geoisie to characterize itself!), making it the 13%-largest
country. ¥ Another annual report, published by Credit Su-
isse, arrives at a similar conclusion. It gives the number
of South Korea’s US-Dollar millionaires with 741,000 and
ranks the country as No. 14 in the world. ¥

Finally, we reproduce the results from the latest issue of
the Hurun Global Rich List. In contrast to the reports just
mentioned, the Hurun Research Institute is not based in
Western imperialist countries but in the new imperialist
Great Power of the East — China. According to this report,
South Korea is ranked as No. 13 among the global list of
billionaires — with only two super-rich individuals less
than Japan. #

In summary, the figures from this and the previous chap-
ter demonstrate unambiguously that South Korea is dom-
inated by Korean-owned monopolies which also play a
leading role in the capitalist world market.

PUBLICATIONS OF THE RCIT

The China-India Conflict:
Its Causes and Consequences

What are the background and the nature of the tensions between China and
India in the Sikkim border region? What should be the tactical conclusions
for Socialists and Activists of the Liberation Movements?

A Pamphlet by Michael Prébsting (International Secretary of the RCIT)

A RCIT Pamphlet, 36 pages, A4 Format

Introductory Remarks * I. Recent Developments * II. The Struggle for Domination of Bhutan * III. The
Background: Accelerating Rivalry between China and India in a Period of Capitalist Decay * China’‘s Belt
and Road Initiative * India’s OCOR as an Alternative to OBOR? * India’s Increasing Ties with US and
Japanese Imperialism * How are the chances in a military confrontation between India and China? * IV.
China as an Emerging Great Imperialist Power * China’s Monopolies * Super-Exploitation of the Working
Class * China’s Capital Export * China as a Military Power * V. India: A Peculiar Semi-Colony in the Role
of a Regional Power * A Brief Historical Review * The Characteristics of India’s Semi-Colonial Economy *
India’s Economic Elites: Many ... and at the same time Few * The Parasitic Nature of the Indian Bourgeoisie
* India as a Regional Power and an Oppressor State * Brief Remarks on an Historic Analogy: The Ottoman
Empire * VI. Revolutionary Tactics in the China-India Conflict * Appendix: Imperialist vs. Semi-Colonial
State: Some Theoretical Considerations * 1. What are the Respective Characteristics of an Imperialist vs.
a Semi-Colonial State? * 2. Is a Transition from Being One Type of State to Another Possible? * 3. Is the
Category of “Sub-Imperialism” Useful? * Footnotes
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Table 5. List of Top 10 Countries with most Global 500 Companies, 2019 *°

Rank Country Companies
1 United States 121
2 China 119
3 Japan 52
4 France 31
5 Germany 29
6 United Kingdom 17
7 South Korea 16
8 Switzerland 14
9 Canada 13
10 Netherlands 12

Share (in %)
24.2%
23.8%
10.4%
6.2%
5.8%
3.4%
3.2%
2.8%
2.6%
2.4%

Table 6. National Composition of the World’s 2000 Largest Corporations,

2003 and 2017 (Forbes Global 2000 List) *'

2003

Number Share
USA 776 38.8%
China 13 0.6%
Japan 331 16.5%
United Kingdom 132 6.6%
South Korea 55 2.7%
France 67 3.3%
Canada 50 2.5%
India 20 1.0%
Germany 64 3.2%

2017
Number Share
565 28.2%
263 13.1%
229 11.4%
91 4.5%
64 3.2%
59 2.9%
58 2.9%
58 2.9%
51 2.5%

Books of the RCIT

Michael Probsting: Marxism and the United Front Tactic Today

The Struggle for Proletarian Hegemony in the Liberation Movement
and the United Front Tactic Today.

The RCIT is proud to announce the publication of a new English-
language book - MARXISM AND THE UNITED FRONT TACTIC
TODAY. The book’s subtitle is: The Struggle for Proletarian
Hegemony in the Liberation Movement and the United Front
Tactic Today. On the Application of the Marxist United Front
Tactic in Semi-Colonial and Imperialist Countries in the Present
Period. It contains eight chapters plus an appendix (172 pages)
and includes 9 tables and 5 figures. The author of the book is
Michael Probsting who serves as the International Secretary of
the RCIT.

The following paragraphs are the back cover text of the book
which give an overview of its content.

The united front tactic is a crucial instrument for revolutionar-
ies under today’s circumstances in which the mass organizations
of the working class and the oppressed are dominated by social
democratic, Stalinist and petty-bourgeois-populist forces.

The purpose of this document is both to summarize the main
ideas of the Marxist united front tactic while at the same time ex-
plaining its development and modification which have become
necessary due to political changes which have transpired in the

working class liberation movement since the tactic’s original for-
mulation.

In this book we initially summarize the main characteristics of
the united front tactic and elaborate the approach of the Marxist
classics to this issue. We then outline important social develop-
ments in the working class and the
popular masses as well as in their
political formations in recent de-
cades. From there we will discuss
how the united front tactic should
be applied in light of a number of
new developments (the rise of pet-
ty-bourgeois populist parties, the
decline of the classic reformist par-
ties, the role of national minorities
and migrants in imperialist coun-
tries, etc.). The eight chapters of
the book are accompanied by nine
tables and five figures.




12 Part 11

7. South Korean Monopoly Capital:
The Role of Capital Export

As we explained above, an essential feature of an impe-
rialist state is not only the formation of monopolies and
their domination of the economy but also the export of
capital. Indeed, we can observe such a development in the
case of South Korea. In the period when the country still
had rather the character of a semi-colony South Korea was
primarily the destination of foreign investments than the
other way round. However, with the emergence of Kore-
an monopoly capital this process was turned on its head.
While foreign capital continued to move into the country
—as it is the case with nearly all capitalist countries around
the world — Korean corporations started to undertake for-
eign investment in other countries.

The figures from the latest edition of UNCTAD’s World
Investment Report demonstrate this process very clearly.
Between 2013 and 2018 the annual outflows of Foreign
Direct Investment (FDI) were always 2-3 as large as the
inflows. (See Table 7)

When we look to at the figures of the accumulated stock
of foreign direct investment, the qualitative transforma-
tion of South Korea from a semi-colonial into an imperial-
ist state since the 2000s becomes evident: While the FDI
inward stock was more than double as large than the FDI
outward stock in the year 2000 ($43.7bn - $21.5bn), this re-
lationship has been turned upside down by 2018 ($231.4bn
- $387.6bn). (See Table 8)

The Korean chaebols started in the 2000s the built large
factories (cars, steel, oil, electronics, etc.) in China, in East-
ern Europe, in South-East Asia and in India. ¥’ A large pro-
portion of Korean outward FDI is concentrated in man-
ufacturing. Such investment is undertaken by chaebols
in order to better access local markets as well as — in the
case of investments in semi-colonial countries — in order
to exploit cheap labor forces and thereby to extract extra-
profits.

In the last decade the U.S. and China have been largest
destinations for Korean FDI. ¥ While investment in the
U.S. was mainly motivated by the Korean car, steel and
electronic producers to better access this huge market,
things were initially different in the case of China. As a
study demonstrates, “the main motive for [South Korean, Ed.]
FDI in China has changed from taking advantage of cheap la-
bour to the development of the Chinese consumer markets after
China joined the World Trade Organisation in 2001. This data
shows that there has been a shift in motive from achieving a cost
advantage to market seeking. Before China joined the WTO, the
proportion of investment in China for cheap labour was 27.22%.
However, this figure dropped to 21.13% after 2000s. On the oth-
er hand, investments targeting a proportion of the local market
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seeking have significantly increased from 5.43% to 40.57%. In
particular, the proportion of investment with the purpose of tar-
geting local consumers was 52.89% of the entire investment in
the aftermath of the global financial crisis in 2007/2008. Howev-
er, the proportion of investment motivated by cheap labour was
reduced to 18.1% after the financial crisis.” *

We note in passing that this shift also reflects the trans-
formation of China itself — from a rather underdeveloped
capitalist country in the period after the capitalist restora-
tion in the early 1990s to an imperialist Great Power by the
late 2000s. *°

In the past two decades, semi-colonial countries have be-
come increasingly important destination of Korean Out-
ward FDI. “South Korean investment flows initially found
their way to more-advanced countries, the major share of these
investments in the United States. However, from the early 1990s
onward, there was a dramatic increase in investment in less-ad-
vanced countries.” °' A particular focus of this development
has been the shift of major foreign investments of Korean
corporations towards South-East Asia. (See Table 9)

A particularly important destination of Korean foreign
investment is Vietnam. In the last years it has become
Korea’s fourth-largest investment destination. “With Viet-
nam'’s opening up to FDI via the Doi Moi initiative and the
Korean Government’s active promotion of OFDI, Korea’s FDI
in Vietnam has surged over the last 23 years to USD 11 bil-
lion in its accumulated amount as of the end of 2014.” 5 While
Vietnam has been already the most important country for
Korean FDI in South-East Asia from early on, this process
accelerated when the two parties concluded the Korea-
Vietnam Free Trade Agreement in May 2015.

This went hand in hand with increasing Korean exports
to Vietnam. As we can see in Table 10, Vietnam has be-
come the third-largest destination of Korean exports, only
behind the China and the U.S..

Another example is the increasing role of South Korean
monopoly capital in Africa where it is able to exploit cheap
labor forces and thereby to extract imperialist extra-prof-
its.

In summary, we have seen that the transformation of
South Korea’s economy resulted in the formation of a
national monopoly capital which not only dominates the
domestic market but which is also a global player on the
world market. Furthermore, we have demonstrated that
South Korea’s monopoly capital has successfully pen-
etrated the economies of advanced capitalist countries like
the U.S. and Western Europe, those of emerging capital-
ist countries like China as well as semi-colonial countries
like those in South-East Asia. In short, the formation of a
powerful monopoly capital competing on all markets has
resulted in South Korea’s transformation into an imperial-
ist state in the course of the 2000s.

Price: €3/ $3,5/£2 (plus delivery charges)

Comunismo Revolucionario
Spanish-language Journal of the RCIT

Order the journal via our contact address: rcit@thecommunists.net
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Table 7. South Korea’s FDI Flows, 2013-2018 (Millions of US dollars) *

FDI inflows FDI outflows
2013 2014 2015 2016 2017 2018 2013 2014 2015 2016 2017 2018
12,767 9,274 4,104 12,104 17,913 14,479 28,318 27,999 23,687 29,890 34,069 38,917

Table 8. South Korea’s FDI stock, 2000, 2010 and 2018 (Millions of US dollars) %

FDI inward stock FDI outward stock
2000 2010 2018 2000 2010 2018
43,738 135,500 231,409 21,497 144,032 387,591

Table 9. Korea’s Outward FDI in South-East Asia, net flows (Millions of US dollars) >

Year Cambodia, Laos, Indonesia, Malaysia, Philippines
Myanmar, Vietnam Singapore, and Thailand

2001 62 =302

2002 99 69

2003 177 372

2004 176 646

2005 168 338

2006 632 658

2007 1505 940

2008 1094 437

2009 782 1007

2010 1384 2321

2011 891 1661

2001-2011 6970 8147

Table 10. Korea’s Top Export Markets >

Country Percentage of total exports of goods by country
2014 2015 2016 2017
China 254 26.0 25.1 24.8
United States 12.3 13.3 13.4 12.0
Vietnam 3.9 53 6.6 8.3
Hong Kong, China 4.8 5.8 6.6 6.8
Japan 5.6 4.9 4.9 4.7
Australia 1.8 2.1 1.5 3.5
India 22 23 23 2.6
Taiwan 2.6 2.3 2.5 2.6
Singapore 4.1 2.8 2.5 2.0

Mexico 1.9 2.1 2.0 1.9
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ITI. ON SOME POLITICAL ISSUES RESULTING
FROM SOUTH KOREA'’S
IMPERIALIST TRANSFORMATION

8. The Emergence of a Labor Aristocracy
and Inequality within
the South Korean Working Class

The fall of the military dictatorship in 1987 and the col-
lapse of the Stalinist rule in the USSR and Eastern Europe
in 1989-91 created new conditions for South Korean capi-
talism. The crucial period of 1987 and the years after saw
a series of important class battles with many heroic strikes
and occupations. While the working class — particularly
in the large enterprises with a high share of trade union
members — won a number of economic gains, South Ko-
rea’s transformation into an imperialist country provided
the monopoly bourgeoisie with huge extra profits which
eventually allowed it to pacify the upsurge of class strug-
gle.

More concretely, we have seen the creation of a privileged
layer which Marxists characterize as the labor aristocracy.
Let us briefly outline this concept. The RCIT has repeated-
ly pointed out that the working class is not a homogenous
unit but, rather, consists of multiple layers. In contrast to
the broad mass of the proletariat — the lower and middle
strata — there also exists a top, more privileged layer.
Marxists call this uppermost part of the working class the
labor aristocracy. This is a layer that consists, primarily, of
sections of the better compensated, skilled workers. This
section of the proletariat is, in effect, bribed by the bour-
geoisie with a better standard of living. In the imperialist
countries, this layer constitutes a much larger proportion
of the working class than it does among the semi-colonial
proletariat. %

The financial resources to corrupt the labor aristocracy in
the imperialist countries, and thereby undermine working
class solidarity, are derived precisely from the extra prof-
its that the monopoly capitalists readily obtain by super-
exploiting the working class in the semi-colonial countries
as well as those that have migrated to the imperialist me-
tropolises. Monopoly capital uses a portion of these extra
profits to enlist the support of sectors of the working class
in the metropolitan centers, for it is at home that the capi-
talists need stability first and foremost.

The labor bureaucracy — along with its direct constitu-
ency, the labor aristocracy — play a dominate role in both
the trade unions and the reformist parties in the imperial-
ist countries. This explains why these forces play such a
conservative and pacifying role and operate as a brake on
the class struggle.

The development of the creation of a labor aristocracy
which is bribed by capital and the resulting consequences
for the reformist bureaucratization of the workers move-
ment are not unique phenomena in South Korea. It is rath-
er a global tendency which exists already since the begin-
ning of the epoch of imperialism. This has been already
emphasized by the revolutionary workers movement
many decades ago. Such stated the program of the Bol-

shevik Party, adopted at its Eight Congress in 1919: “This
[opportunist and social-chauvinist] trend was created by the fact
that in the progressive capitalist countries the bourgeoisie by
robbing the colonial and weak nations were able, out of the sur-
plus profits obtained by this robbery to place the upper strata of
the proletariat in their countries in a privileged position, to bribe
them, to secure for them in peace time tolerable, petty-bourgeois
conditions of life, and to take into its service the leaders of that
stratum.”

Similarly the Communist International emphasized the
importance of imperialist extra-profits in one of its main
resolutions of its Second Congress in 1920: “One of the chief
causes hampering the revolutionary working-class movement in
the developed capitalist countries is the fact that because of their
colonial possessions and the super-profits gained by finance cap-
ital, etc., the capitalists of these countries have been able to create
a relatively larger and more stable labour aristocracy, a section
which comprises a small minority of the working class.” %

While the rise of profits strengthened the Korean mo-
nopoly bourgeoisie and allowed it to bribe a small upper
layer of labor aristocrats, it resulted at the same time in the
substantially increase of the numbers of workers belong-
ing to the lower strata of the proletariat. This development
becomes evident from a number of figures.

We find empirical evidence for this division within the
working class in a recently published study of the ILO.
In South Korea the lower 3/5 (60%) of the workers earn a
combined share of only 27.2% of the total labor income in
2017. This is less than the income of the top decile (10%)
alone, which earns 30.48%! As we can see in Table 11, such
a degree of inequality is even worse than that of major im-
perialist countries like Japan and Germany!

A closer look to the development of wage inequality dem-
onstrates the qualitative changes within the South Korean
working class as a result of social transformation process.
Historically, income inequality within the South Korean
proletariat was relatively low. According to a study of the
OECD, the ratio of the income of the top 20% of the income
distribution to the bottom 20% was much below the inter-
national average over the period 1965-89. ¢

With the upsurge of the class struggle in the second half
of the 1980s and the 1990s, wage inequality even declined.
According to figures of the OECD, wage dispersion in
South Korea — in sharp contrast to international develop-
ments — was reduced by more than 1/5 between 1984 and
1994. However, this trend has massively reversed since
then. ¢

However, as a result of the defeats of the proletariat in
these battles and the emergence of South Korean imperial-
ism, this development has drastically reversed since then.
The capitalist class was able to increase the rate of surplus
value, or to put it in the words of a group of bourgeois IMF
economists, “the growth rate of labor income has been declin-
ing relative to profits since the mid-1990s, resulting in a steady
decline in labor income share.” ® According to a study pre-
pared for a G20 meeting in 2015, South Korea’s adjusted
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labor share declined between 1991 and 2012 by 10%! ¢

Combined with this development was the massive in-
crease of the wage dispersion within the South Korean
working class, i.e. the increasing inequality within the pro-
letariat. Another study of IMF economists reports: ” During
the period of 1990-1997, labor income growth was high at over
10 percent and relatively even across income levels. However,
it fell sharply and became uneven across income groups during
the past two decades. Indeed, workers in the bottom 10 percent
of the income distribution have experienced virtually no growth
in their incomes, while workers in the top 10 percent of the in-
come distribution experienced growth of about 6 per cent per
annum” ® The same development is reflected in Table 12.
As a result, wage dispersion in South Korea has become
the second highest in the OECD.

An important factor for this development is the creation
of a substantial sector of non-regular workers (i.e. fixed-
term, part-time and dispatched workers). These non-regu-
lar workers account for one-third of employees and “earn
one-third less than regular workers on an hourly basis, even
though the skills of temporary workers match those of permanent
primeage workers on average.” * The income gap is further
widened as non-regular workers have less access to social
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insurance and company-based benefits. (See also Table 13)
It is particularly female worker who are affected by such
wage inequality. In 2016, the median female wage was
37% below the male median. Korea’s gender wage gap is
the largest in the OECD area. ” An important cause of this
situation is the fact that women represent a disproportion-
al high share of non-regular workers. 41.1% of female em-
ployees were non-regular in 2016 compared to only 26.4%
for men. ™

Wage inequality exists not only between regular and
non-regular workers but also between full-time workers.
Almost a quarter of full-time workers in 2013 earned less
than two-thirds of the median wage, the second-highest
share in the OECD. 7

The strengthening of the South Korean monopoly bour-
geoisie as a result of the country’s imperialist transfor-
mation was a major reason why it was able to defeat the
workers vanguard not by re-imposing a military dictator-
ship but via democratic-counterrevolutionary means. This
means that they succeeded to defeat the workers move-
ment without abolishing the limited bourgeois democracy
which emerged after 1987.

Tablell. South Korea, Japan, Germany and United States:

Share of Labor Income, 2017 (%) °

Share of Labor Income, Deciles

1 2 3 4

5 6 7 8 9 10

South Korea 1,06 238 371 512 654 842 10,63 13,65 18,04 30,48
Japan 1,10 253 394 542 689 879 11,09 14,13 18,47 27,64
Germany 1,10 2,77 481 655 830 983 11,36 13,27 16,09 25,92
United States 1,41 304 428 546 6,70 812 9,78 12,14 1595 33,12

Table 12. Wage Inequality: Ratio of Income between the Top 10%
and the Bottom 10% of Wage Earners in South Korea, 1980-2008 ¢

1980
4.1

1990
3.2

2000
3.7

2008
4.7

Table 13. Non-Regular Workers: Share in Employment and Wages, 2016 ©

Employed persons by status
Wage workers

Thousand

19,627

Non-regular workers
Thousand Yo
6,444 32.8

Hourly wages of non-regular workers relative to regular workers (regular workers = 100)

Regular workers
100.0

Non-regular workers
65.4
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9. The Political Role of South Korean
Imperialism and its Limited Independence

As already indicated above, emerging South Korean im-
perialism is marked by specific characteristics of its his-
tory. Hence, while it is in a strong economic position, its
political role remains overshadowed by the dominant in-
fluence of U.S. imperialism since 1945. The U.S. has built
numerous military bases in South Korea (albeit many have
been closed by now). Currently about 28,500 U.S. soldiers
as well as hundreds of tanks and air forces are stationed in
South Korea. Recently, Washington deployed the so-called
THAAD Missile Battery in the country. In short, Seoul fac-
es a strong political dominance by Washington.

Various organizations of the so-called “National Libera-
tion” current refer to this prevailing political and military
influence of U.S. imperialism as a factor which would
make it impossible to characterize South Korea as “impe-
rialist”. However, as we already emphasized in the past,
such a situation is not an exceptional phenomenon for an
imperialist state. A similar constellation exists in Japan
since its defeat and occupation at the end of World War II.
The presence of about 50,000 U.S. troops as well as mili-
tary bases in Okinawa and the enforced “pacifist” charac-
ter of Japan’s constitution still reflect the limited political
and military autonomy of Japanese imperialism. A similar
situation existed in Western Germany until 1990.

As we mentioned above, capitalist (including imperial-
ist) countries do not have an identical economic, political
and military formation. They are rather developed in an
uneven way. In the case of South Korea, we have a bour-
geoisie which has developed as a powerful capitalist class
in the economic field but which has remained until now
rather in a political and military subordinated position to a
stronger imperialist Great Power. This, however, does not
deny its imperialist character.

In fact, it is a feature of the Stalinist nature of the Japa-
nese Communist Party that it has denied since 1945 until
today that Japan is an imperialist state. As we have shown
somewhere else, they justified such outrageous denial by
referring to the dominating political and military role of
the U.S. 7 In consequence, such denial can only result in
social-imperialist capitulation to the domestic monopoly
bourgeoisie under the disguise of “anti-imperialism”.

Furthermore, even South Korea’s political position is un-
dergoing significant changes. Seoul’s trade war with Ja-
pan, which started in 2019, reflects an increasingly inde-
pendent political role of South Korean imperialism. This
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trade war is definitely not in the interest of Washington as
it involves two key allies in Asia. However, due to the de-
caying domination of U.S. imperialism both South Korea
as well as Japan are gaining increasing political indepen-
dence. There can be no doubt that the trade war against
Japan on the initiative of Seoul is a powerful demonstra-
tion that South Korean imperialism is not only rising as an
economic but also as a political power.

South Korea’s ruling class skillfully exploits the legiti-
mate outrage of its citizens because of the traumatic his-
tory of the country’s occupation by Japanese imperialism
from 1910 to 1945. Japan’s barbaric regime of forced labor
and sex slavery has left deep marks in the memory of the
Korean people. However, South Korea bourgeoisie uti-
lizes these sentiments in order to wipe up anti-Japanese
chauvinism. They exploit such a campaign in order to gain
a larger share at the domestic market by pushing out their
Japanese rivals (via the popular “Boycott Japan” move-
ment). Likewise, the bourgeoisie utilizes such sentiments
in order to increase South Korea's role as an independent
political power.

Another important political issue is the relationship of
South Korea to its neighbor in the north and in particular
the question of the reunification of the Korean Peninsula.
As it is well-known, the Korean War in 1950-53 resulted in
the division of the peninsula in two states — one allied with
US imperialism, the other with the USSR and China. This
split continues to exist until this day. For a long time, U.S.
imperialism has waged economic aggression and military
threats against North Korea. ™ In recent times there have
been some negotiations between the two sides but it is un-
clear if this will result in any agreement.

Obviously there are various massive political obstacles
for the reunification of the Korean Peninsula — from the
traditional hostility between the political regimes of the
two states to the objections of Great Powers like the U.S.
and Japan. However the example of Germany has not lost
its impact on the South Korean monopoly bourgeoisie
since the German reunification in 1990 was an important
step to strengthen this imperialist state.

Furthermore, the beginning of the process of capitalist
restoration in North Korea means that a new bourgeoi-
sie is emerging in this country. Such a class of capitalists
could have an interest in joining a powerful imperialist
state. Naturally, the new North Korean bourgeoisie would
constitute the junior partner of the Southern imperialists
since Pyongyang represents rather an impoverished semi-
colony. 7
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IV.ON SOME OBJECTIONS

10. The Stalinist Myth of South Korea
Being Still a Neo-Colony of U.S. Imperialism

Let us now deal with the position of the Stalinist “National
Liberation” current which strongly rejects our analysis of
South Korea’s imperialist transformation. Partly they base
their claim by referring to the ongoing political strong in-
fluence of American imperialism. However, as we already
stated above, such an argument totally ignores the forma-
tion of South Korean monopoly capital and its strong po-
sition on the world market. It implicitly rejects the whole
conception of imperialism as it was elaborated by Lenin
since it ignores the centrality of monopoly capital.

In consequence, such an argument drags its supporters
into the very dangerous logic as they would be forced to
deny the imperialist character not only of South Korea but
also of Japan, Germany and various other, smaller, impe-
rialist states which are politically subordinated to imperi-
alist Great Powers (within NATO or within the European
Union). In other words, such a position leads straight into
the camp of social-imperialism — siding with Japan or Ger-
many against the U.S. under the disguise of “anti-imperi-
alism”!

Another argument in defense of the position of the Stalin-
ist “National Liberation” current is the claim that the chae-
bols effectively do not represent South Korean monopoly
capital but are rather subordinated agents of U.S. or Japa-
nese imperialism. While this position is often put forward
without much evidence, there are some academics who
try to substantiate this position with facts. Chang Kyung-
Sup, for example, claims in a new book on South Korea’s
economy that the process of liberalization led to a mas-
sive influx of foreign (imperialist) capital resulting in their
domination of South Korea’s economy.

“It was not surprising because large shares of major South Ko-
rean corporations and banks had already been sold off to foreign
investors at IMF-set bargain sale terms (in an environment of
plummeting nominal prices of stocks, depreciating exchange
rates, and shock-therapy high interest rates). As new major
stakeholders of numerous South Korean manufacturing firms
and banks, global financial institutions and investors have been
favorably inclined to the reinstated proactive industrial policy
of the South Korean state, which is financially buttressed by tax
money to be collected from ordinary South Korean citizens. For
the same reason, they have not limited praise for the neoliberal
side of the government’s policy that would ensure sustained in-
creases in corporate profits at the expense of suppressed labor

incomes.” 7’

He also provides some figures on foreign ownership
shares in the top 30 Korean chaebols from the year 2006
which should substantiate his claim.

Jitendra Uttam, an Indian university professor, makes
similar claims in a book which he published in 2014. He
characterizes the state of Korea’s economy as “foreign capi-
tal domination under liberal finance” and laments the depar-
ture of the state-capitalist policy in the periods of the mili-
tary dictatorships. “Grappling with the hegemony of the neo-
liberal paradigm, Korea’s domestic elite surrendered their policy
autonomy to the dominant global knowledge system. (...) The
post-crisis liberal financial regime that became operational in
Korea could not adequately promote corporate investment and
underperformed as a financial intermediator; rather, it ended up
facilitating foreign control of the Korean financial system.” 7

He also provides the following figures in order to sub-
stantiate his claim: “Due to financial regime change, foreign-
ers’ share in the Korean stock market dramatically rose from
14.6 percent in late 1997 to 21.9 percent in 1999, 36.6 percent
in 2001 and some 43 percent in 2004 — although, in the face of
emerging global contradictions, it fell to less than 30 percent in
2008. Indeed, foreign capital has become the market mover in
Korea. The share of foreign capital in the banking industry rose
from 16.4 percent in 1997 to 50.2 percent in 2003 and 57.8 per-
cent in September 2007. At the end of 2008, the share of foreign
ownership was higher than 50 percent in six out of seven com-
mercial banks, with Woori Bank, owned by Korean government,
being the sole exception.” 7
Both authors are basically mistaken in their conclusions.
First, they misunderstand the nature of foreign capital in
South Korea’s economy. Of course, it is true that during
the 1990s the South Korean state — under pressure of the
world market — restructured the chaebols and their rela-
tionship to the financial market. It also opened the do-
mestic market for foreign capital and, at the same time,
supported Korean monopoly capitalists to increase their
exports and investments in markets abroad. As a result,
the share of foreign capital has increased in South Korea’s
chaebols, banks and stock market. However, an increasing
share of foreign capital is a general feature of globalization
which has been taking place in all imperialist, indeed in all
capitalist, countries around the world.

The following figures demonstrate this very clearly. In-
ward Foreign Direct Investment (FDI) as a share of Gross
Fixed Capital Formation (GFCF) * was 2.6% in South Ko-
rea in 2016. Its Inward FDI stock as a share of GDP was

Table 14. Inward Foreign Direct Investment in South Korea, Germany, Spain,

United Kingdom and France, 2016 *
FDI Inwards (in % of GFCF)

South Korea 2.6%
Germany 1.4%
Spain 7.6%
United Kingdom 57.9%
France 5.4%

FDI Stock (in % of GDP)
13.1%

22.2%

45.2%

45.5

28.3%



13.1%. 8 When we compare these figures with other ad-
vanced imperialist countries, we see that the position of
foreign capital in these countries is by far not smaller than
in South Korea. (See Table 14)

In order to better prepare themselves for the accelerated
rivalry with other corporations on the world market in the
period of Globalization, most chaebols created alliances
with foreign capitalists. This is a process which has been
taken place in many imperialist countries. The internation-
al alliances of Renault-Nissan-Mitsubishi or Fiat-Chrysler
are only two out of many examples.

The decisive question is if foreign capital indeed domi-
nates the economy resp. the chaebols or not. As we have
demonstrated above with various figures, the chaebols
— the heart of South Korea’s economy — have been and
remain by and large dominated by the owner families.
We remind readers to the OECD study mentioned above
which showed that through inside ownership, i.e. the
share held by the controlling family and affiliated com-
panies, the dominating Korean monopoly capitalists were
able to increase their control of the chaebols despite the
existence of foreign shareholders. According to that study,
inside ownership was between 40-50% from the late 1980s
to 2005 and has increased to 50-60% since then.

As a matter of fact, Western corporations and institutions
regularly lament about the “lack of transparency” of South
Korea’s corporations! There is no OECD report without
demanding structural changes in South Korea chaebols
structure. To give an example: “Barriers to trade and invest-
ment help to explain why the stock of FDI as a share of GDP in
Korea was the third lowest in the OECD area, at 13% in 2014.
In addition to explicit barriers, the low stock of FDI reflects the
business environment and other domestic restrictions, making
regulatory reform key to attracting more FDIL.” ¥ Two years
later, another OECD report lamented again: “The groups
are controlled by their founding family, even though their own-
ership share has fallen to an average of only 2% in the four larg-
est groups. The families maintain control through shareholding
among the groups’ affiliates, allowing them to override the inter-
ests of the affiliated firms’ shareholders, in the context of weak
corporate governance. Outside directors are mandatory, but dis-
senting votes at board meetings are rare. The lack of transpar-
ency contributes to the low price-earnings ratio for Korean firms
— the so-called "Korea discount’.” #

So while some “Marxist” academics claim that South Ko-
rea’s economy is supposedly dominated by foreign impe-
rialist capital, the representatives of Western imperialism
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themselves consider the country’s economy as dominated
by a small group of chaebol families!

In fact, as the Korean academic Hyeng-Joon Park dem-
onstrates, it is not the foreign capitalists but the Korean
owner-families which have gained mostly in the past two
decades. According to this author, “the aggregate dividend
payments of all listed companies have increased from 3.8 tril-
lion KRW in 2001 to 14 trillion KRW in 2007. Due to the 2008
global financial crisis, dividend payments temporarily dropped
to 8.7 trillion KRW. But they have bounced back pretty quickly:
in 2010 and 2011 respectively, companies listed on the Korean
stock market managed to pay more than 13 trillion KRW in divi-
dends to their shareholders. Dividend payments to foreign inves-
tors have a growth trend similar to that of total dividend pay-
ments, having increased from 1.2 trillion KRW in 2001 to 5.6
trillion KRW in 2007. Again, the chaebol families benefited from
the rapid increase in dividend payments more than anyone else.
According to Chaebul.Com, their dividend income rose from 24
billion KRW in 2001 to 158 billion KRW in 2007, and further
to 172 billion KRW in 2011, a more than seven-fold increase.” ®

These figures reflect that opening the market to foreign
capital and joining the process of globalization did not
result ultimately in a process of subordination of Korean
monopoly capital but rather its strengthening. Hence, it is
no accident that “Korea’s ruling capitalists do not oppose but
actively pursue the liberalization of capital movements.” %

Furthermore, Chang Kyung-Sup and Jitendra Uttam
grossly overestimate the role of foreign capital. A study
published by the Korean academics Taeyoon Sung and
Doyeon Kim shows that in the period between 1996 and
2015, foreign investor ownership of chaebol-listed manu-
facturers increased from 9% to 15% while foreign investor
ownership of non-chaebol-listed manufacturers basically
stagnated at about 5%. ¥ So while it is true that foreign
ownership shares of chaebols did increase, the domestic
families remain in a clear commanding position.

In summary, the period of liberalization and globaliza-
tion since the 1990s has opened the Korean market to
foreign capital and, at the same time, resulted in a mas-
sive increase of foreign investments by Korean capitalists.
It has also resulted in the creation of alliances between
Korean and foreign monopolies. In balance, this process
has resulted not in keeping South Korea as a semi-colony
country subordinated to imperialist Great Powers like the
U.S. This process rather resulted in the strengthening of
the position of Korean capitalists and the transformation
of the country into an imperialist power.
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11. The Mistaken Conception
of Sub-Imperialism

Another mistaken class characterization of South Korea
is advocated by the South Korean organization “All To-
gether” which published the paper “Workers’ Solidarity”.
All Together is affiliated with the British Socialist Workers
Party and its international current called the International
Socialist Tendency. The SWP was founded by the late Tony
Cliff and its leading theoretician today is the British uni-
versity professor Alex Callinicos. As we have elaborated
somewhere else in detail, Callinicos and the IST follow a
pseudo-Marxist, centrist method and reject the Leninist
theory of imperialism. %

A key element of its new definition of imperialism is its
advocacy of the theory of sub-imperialism. This theory
was initially developed by the Brazilian socialist Ruy
Mauro Marini in the 1960s. Rejecting Lenin’s division
of the world in oppressor and oppressed nations, impe-
rialist and (semi-)colonial countries, this theory claims
that a third category of countries (“sub-imperialist”) has
emerged. As we have already elaborated a more compre-
hensive critique of this theory somewhere else we limit
ourselves here only to a few notes. %

The fundamental methodological flaw of the theory of
sub-imperialism is its failure to put the relationship of exploi-
tation and oppression in the centre of its analysis. It rather re-
places this central question — central for Marxists — with a
descriptive, eclectic method which characterizes the coun-
tries rather a “less developed”, “medium developed” or
“more developed”. Or it introduces a qualitative differ-
entiation between bigger and smaller exploiters and blurs
the basic identity between these two.

The bankruptcy of this theory becomes particularly evi-
dent when it comes to its concrete application in the world
as it is today. Many advocates of this theory wrongly char-

acterize China and Russia as such “sub-imperialist” states
and thus deny that they are imperialist Great Powers, on
par with their rivals in the U.S., Western Europe or Japan.
Hence, this theory opens the door to misdirect socialists
into siding with the “sub-imperialist” camp (i.e. China and
Russia) — a consequence which is equal to social-patriotic
capitulation to an imperialist power.

Callinicos and the IST are a splendid example of the dan-
gerous consequences of such vulgarization of Marxism.
Callinicos characterized in 1991 the following countries as
“sub-imperialist”: “Israel, Iran, Iraq, EQypt, Syria and Turkey
(...) India, Vietnam, South Africa, Nigeria, Brazil and Argenti-
na.” * One can easily imagine that he could continue add-
ing to this hodge-podge list, nearly three decades later.
As mentioned above, South Korea has been added to this
list. We note in passing that this nonsensical conception of
“sub-imperialism” has been used by the Cliffite SWP/IST
to refuse support for a supposed “sub-imperialist” coun-
try when it faced aggression by an imperialist Great Pow-
er. This was, for example, the case in 1982 when Britain
attacked Argentina in the Malvinas War. ** The IST used
their version of sub-imperialism to justify their neutral
position when the actual duty of anti-imperialist Marxists
was to side with Argentina and advocate the defeat of the
British. However Callinicos and the IST argued the oppo-
site: “It was neither an anti-colonial struggle nor a struggle be-
tween oppressed and oppressor nations. The contending parties
were an emergent capitalist country with regional and continen-
tal imperialist features, and a longstanding imperialist power
which, though in marked decline, is still a powerful force. There
was not a progressive and a reactionary camp.”

In short, the theory of sub-imperialism is a useless and
dangerous theory. In contrast to the dialectical and class-
orientated conception of Marxism, it is rather an approach
that adheres to the Anglo-Saxon defects of “crawling em-
piricism” (Deborin).
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V.ANTI-IMPERIALIST PROGRAM
AND REVOLUTIONARY TACTICS

12. The Program of Revolutionary Defeatism

We will conclude this document by elaborating the pro-
grammatic and tactical consequences of our analysis of
South Korea as an imperialist state. As it well known the
Marxist program of anti-imperialist struggle within im-
perialist countries has become known as Defeatism, or to
be more precise, as Revolutionary Defeatism. This program
means, to summarize it in a simple formula, to reject any
kind of support for each and every imperialist state, to
support all liberation struggles against any of them and
to utilize all difficulties and crises in order to advance the
class struggle to defeat the imperialist ruling class in all
countries. Since the RCIT has already published a number
of books and pamphlets on this issue, we limit ourselves at
this point to a brief summary. *°

In our Theses on Revolutionary Defeatism in Imperialist States
we have defined this program in the following: In cases
of conflicts between imperialist states, Marxists calls workers
and popular organizations around the world to act deci-
sively on the basis of the principles of international work-
ing class solidarity. This means that they must not support
either camp. They must refuse to side with their own ruling
class as well as with that of the opposing imperialist camp:
Down with all imperialist powers in East and West! Social-
ists totally reject any chauvinist propaganda of the ruling
class. Instead of supporting their “own” ruling class, they
propagate irreconcilable class struggle (following the fa-
mous phrase of Karl Liebknecht in World War I “The main
enemy is at home”).

This strategy implies in the case of war, as formulated by
Lenin and the Bolshevik Party in 1914, that revolutionar-
ies strive for the “transformation of the imperialist war into
civil war”, i.e. the advance of the proletariats” struggle for
power under the conditions of war. In the same spirit, we
advocate the transformation of the Trade Wars into domestic
political class struggle against the ruling elite. Such a program
is the only way to unite the international working class on
an internationalist basis and to break any “patriotic” unity of
workers with “their” imperialist bourgeoisie as well as their
lackeys inside the workers movement. The program of
revolutionary defeatism is not a program which starts to
be relevant only once a war breaks out (if one begins fight-
ing for it only by then, it will be too late) but one which has
to be implemented already from now on.

More concretely, the RCIT urges socialists to deploy the
following tactics in conflicts between imperialist states:

i) Socialists resolutely oppose all forms of imperial-
ist chauvinism which is wiping up hatred of one people
against the other. Such jingoism is aimed at poisoning the
consciousness of the working people. Hence, they must
launch a determined campaign against any form of politi-
cal or ideological support for any imperialist bourgeoisie
— be it their own or a foreign one.

ii) It is the duty of socialists to oppose all kind of
sanctions and measures of trade wars against imperialist
rivals.

iii) Likewise, they have to struggle against all forms
of militarism, armament and wars between imperialist ri-
vals.

iv) Where working class organizations have repre-
sentatives in parliamentary bodies, they are obligated to
vote against all such chauvinist measures. However, the
crucial area of class struggle is not the parliament but
workplaces, neighborhoods, schools, universities and bar-
racks. It is here where socialists have to distribute their
propaganda and to agitate for class struggle actions (e.g.
demonstrations, strikes up to general strikes, uprisings,
etc. —according to conditions and relation of forces).

V) It is of utmost importance for revolutionaries to
advocate cross-border joint statements and activities of so-
cialists, trade unions as well as other workers and popular
mass organizations of the respective imperialist countries
involved in the conflict. Such measures can be a strong sig-
nal of concrete internationalist working class solidarity!
This has been the program as it was developed by Lenin
and as it was defended since then by the early Communist
International as well as Trotsky’s Fourth International.
The core idea of Lenin’s approach was that revolutionar-
ies must advance the struggle against the imperialist wars
through the methods of the class struggle and utilize the
crisis caused by the war — or any other conflict — for the
revolutionary overthrow of one owns bourgeoisie. Hence
the unequivocal stance for the defeat of one’s own gov-
ernment in the war: “During a reactionary war a revolution-
ary class cannot but desire the defeat of its government. This
is axiomatic, and disputed only by conscious partisans or help-
less satellites of the social-chauvinists.” ** This approach was
combined with the struggle for the socialist revolution.
Hence the central slogan of the Bolsheviks was the “civil
war”: “The conversion of the present imperialist war into a civil
war is the only correct proletarian slogan.”

As stated above, the program of revolutionary defeatism
is not limited to times of war. It is a fundamental program
to fight against one’s own imperialist bourgeoisie — in
times of war as well as of peace. As it is known, Friedrich
Engels and Lenin were big admirers of the Prussian mili-
tary theorist Carl von Clausewitz of the early 19" century,
who summarized the essence of any military conflict by
the famous words: “War is a mere continuation of policy by
other means.” *

To put it in the words of Lenin: ,, With reference to wars, the
main thesis of dialectics, which has been so shamelessly distorted
by Plekhanov to please the bourgeoisie, is that “war is simply
the continuation of politics by other [i.e., violent] means”. Such
is the formula of Clausewitz, one of the greatest writers on the
history of war, whose thinking was stimulated by Hegel. And it
was always the standpoint of Marx and Engels, who regarded
any war as the continuation of the politics of the powers con-
cerned — and the various classes within these countries—in a
definite period."”

From this follows that Marxists approach issues of wars
not with a different method than other features of the
struggles between classes. Hence, the working class policy




RevCom NS#31 | January 2020
-

is directed towards defending its independence from the
ruling class (respectively its different factions) of all impe-
rialist powers in times of peace as well as in times of war.
And it is fighting in order to weaken the capitalists and
eventually to overthrow them in times of peace as well as
in times of war.

Lenin pointed to the fundamentally same principles of
the class struggle in times of peace as well as during wars:
“War is a continuation of policy by other means. All wars are
inseparable from the political systems that engender them. The
policy which a given state, a given class within that state, pur-
sued for a long time before the war is inevitably continued by
that same class during the war, the form of action alone being
changed.” %

Let us know look what such a program of revolutionary
defeatism means for South Korea today.

13. Anti-Imperialist Tasks
in South Korea Today

What does such a program of revolutionary defeatism
mean for South Korea today? It means, first and foremost,
that revolutionaries must no longer view South Korea as a
semi-colonial country oppressed by other imperialist pow-
ers. This was the case in the past but this is no longer true
since more than a decade. Hence, while in the past Korean
revolutionaries were obligated to defend their country in
conflicts with foreign imperialist powers like the U.S. or
Japan, this is no longer valid.

Today, South Korean revolutionaries have to say that
their “main enemy is at home”. It is completely impermissi-
ble for Marxists in South Korea to support the struggle for
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the country’s “national liberation”. In an imperialist coun-
try like South Korea, “national liberation” means nothing
but social-patriotic support for the domestic imperialist
monopoly bourgeoisie!

Concretely, this means that South Korean revolutionaries
have to oppose the chauvinist trade war of the government
against Japan. Hence, they should reject sanctions as well
as the popular consumer boycott campaign. Naturally, it
is equally necessary to oppose any Japanese sanctions di-
rected against South Korea. Socialists need to explain that
such reactionary campaigns only serve the interests of the
ruling class which attempts to manipulate and subordi-
nate the popular masses. Instead, revolutionaries should
call for international unity of the workers of South Korea,
Japan and globally. Socialists need to explain, as men-
tioned above, that the trade war only serves the interests
of the South Korean bourgeoisie which utilizes popular
sentiments in order to wipe up anti-Japanese chauvinism.
They use such a campaign in order to gain a larger share
at the domestic market by pushing out their Japanese ri-
vals. Likewise, the bourgeoisie desires to increase South
Korea’s role as a political independent imperialist power. *°

Naturally, this does not mean that revolutionaries should
ignore the legitimate concerns of Korean citizens (and
their families) who survived the Japan’'s barbaric regime
of forced labor and sex slavery imposed during World
War II. Contrary, they must support their demands for
compensation by Japanese corporations resp. the Japanese
state. However, it is crucial that revolutionaries explain
in a popular and agitational way that the struggle for the
legitimate demands of the Korean victims of Japan's war
crimes must result in compensation for these families but not
in more profit for the chaebols. They must explain that the
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boycott campaigns do not serve the interests of the Korean
citizens but only the interests of Samsung, LG and Lotte
which can gain a larger market share at the cost of their
Japanese rivals via such campaigns! If the South Korean
state would have been seriously interested in getting com-
pensation for its citizens why is it acting only now —nearly

75 years after these tragic events took place? The reason
for this cynical procedure is obvious: in the decades after
World War II, South Korea and Japan were closely bound
together as politically subordinated allies of U.S. imperi-
alism in the Cold War. In the past as well as today, the
legitimate interests of the Korean citizens have been sub-
ordinated to the political goals of the ruling class!

In short, the tasks of South Korean revolutionaries in
the current conflict with Japan can be summarized in the
following slogans: Down with the imperialist trade war be-
tween Japan and South Korea! No to chauvinism and boycott
campaigns! For internationalist unity of the South Korean and
Japanese workers! Class War instead of Trade War!

Likewise, revolutionaries should oppose both sides —
South Korean as well as Japanese imperialism — in their
conflict over control of the Dokdo/Takeshima islands.
Again, the claims of the ruling class serve only to enhance
the status of their state as an imperialist power.

The struggle against South Korean imperialism does not
negate the ongoing necessity to fight against U.S. imperi-
alism which retains a central political and military posi-
tion in that country. This is particularly relevant for the
struggle against the U.S. military bases and the 28,500 US
soldiers stationed there. Another issue is the deployment
of the THAAD missile defense system in South Korea
which serves as a threat against China. Revolutionaries
must demand: Dissolution of the U.S. military bases in South
Korea and withdrawal of all U.S. troops! No deployment of the
THAAD missile defense system!

Furthermore, a crucial task of revolutionaries is the de-
fense of North Korea against the ongoing aggression of the
U.S. as well as other imperialist powers. Hence, revolu-
tionaries oppose the sanctions against North Korea and call
for the military defeat of its enemies in case of a war. Natu-
rally, such defense must go hand in hand with resolute
opposition against the bureaucratic, state-capitalist dicta-
torship in Pyongyang. Such tactics are part of the strategy
for the revolutionary unification of Korea and the struggle for
the overthrow of the South Korean bourgeoisie as well as
of the North Korea Stalinist-capitalist ruling class.

Finally, the struggle against the South Korean monopoly
bourgeoisie requires the liberation of the working class
from the poisonous influence of reformist and trade union
leaders. These leaders stand for a social-patriotic program
as one can see very clearly in their enthusiastic support
for the anti-Japanese chauvinist campaign. Marxists have
repeatedly emphasized that the ruling class has not suc-
cessfully sustained its dominance because of its inner
strength, but because of the support it receives from the
labor bureaucracy. James P. Cannon, the historic leader of
American Communism and Trotskyism from the 1920s to
the 1950s, once stated: “The strength of capitalism is not in it-
self and its own institutions; it survives only because it has bases
of support in the organizations of the workers. As we see it now,
in the light of what we have learned from the Russian Revolution
and its aftermath, nineteenths of the struggle for socialism is the
struggle against bourgeois influence in the workers” organiza-

RevCom NS#31 | January 2020
|

tions, including the party.” %

Hence, it has been always the view of Marxists that these
reformist and centrist forces are obstacles for the libera-
tion struggle of the international working class. Hence,
the struggle to win the workers vanguard for a consistent
anti-imperialist program can not advance without the en-
ergetic struggle against the influence of social-imperialist
and social-pacifist forces. The Bolsheviks’ statement, ex-
pressed in their program in 1919, remains completely val-
id: “These conditions cannot be achieved unless a determined
rupture is made on matters of principle, and a ruthless struggle
is waged against the bourgeois distortion of socialism which
has gained the upper hand among the leadership of the official
Social-Democratic and Socialist Parties. Such a distortion is, on
the one hand, the opportunist and social-chauvinist trend which
professes to be socialist in words, yet is chauvinist in practice,
and covers up the defence of the rapacious interests of the fa-
therland, both in general and especially during the imperialist
war of 1914-1918. (... ) On the other hand, the “centrist” move-
ment is also a bourgeois distortion of socialism. That movement
is also found in all capitalist countries. It vacillates between the
social-chauvinists and the Communists, advocates union with
the former, and strives to revive the bankrupt Second Interna-
tional.” 1!

South Korean revolutionaries should denounce the Stalin-
ist “National Liberation” current as social-patriotic agents of
South Korean imperialism within the labor movement. These
Stalinists serve the interests of the monopoly bourgeoisie
under the disguise of “anti-imperialism”. In this, they ba-
sically share the treacherous work of many Stalinist par-
ties in other imperialist countries. Ironically, NL-social
imperialism has its Stalinist counterpart in Japan — the his-
toric arch-enemy of Korea. As we have mentioned above
the Japanese Communist Party has denied since 1945 until
today that Japan is an imperialist state. The JCP claims that
Japan is no imperialist country because of the dominating
political and military role of the U.S. We see, the Japanese
apply basically the same method like the NL-social patri-
ots for South Korea: they excuse their support for the im-
perialist “motherland” by pointing to their political subor-
dination to the U.S.! Without doubt, the Korean workers
vanguard must be liberated from such social-chauvinist
influence! Down with NL-social patriotism! Long live the in-
ternational and internationalist unity of the working class!

The struggle against South Korean imperialism is an in-
separable part of the global struggle against all imperial-
ist powers in East and West. It is part of the international
struggle for socialist revolution. This struggle can only be
conducted by uniting all authentic revolutionaries in a sin-
gle organization — in South Korea as well as international-
ly. This is why the RCIT calls all authentic Marxists to join
us in the struggle to build a Revolutionary World Party — a
party that consistently fights for the global overthrow of
imperialism and the foundation of a socialist society with-
out oppression and exploitation. Building such a world
party requires, among others, the intransigent struggle
against all social-imperialists adapting to their own mo-
nopoly bourgeoisie or any other. Such a world party needs
a program based on the struggle against all imperialist
powers — both in East and West — and which supports all
liberation struggles of the workers and oppressed peoples
against any Great Power or its reactionary lackey. '
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Appendix: A Historic Analogy:
Marxist Tactics in Germany in 1891 and 1914

We finish this document by pointing to an instructive
historical analogy. We are aware that many honest pro-
gressive activists in South Korea are reluctant to recognize
the imperialist nature of “their” state given the country’s
long-time history as an oppressed nation — oppressed first
by Japanese and later by U.S. imperialism.

However, it might be helpful for them to recall the chal-
lenges which Marxists in Germany faced more than a
century ago. As it is known Marx and Engels argued for
siding with Germany in several possible or actual wars in
the second half of the 19 century. Friedrich Engels called
even as late as in 1891 for the defense of Germany against
a possible aggression by Russia and France. ' Later these
statements were misused by the revisionist majority of
German social democracy at the beginning of World War I
in order to legitimize their treacherous social-patriotic and
social-pacifist policy.

Indeed, Engels statements from the early 1890s caused
some confusion among Marxists. However, Lenin and
the Bolsheviks emphasized that the German social demo-
crats” misuse of Engels’ quotes was complete unjustified.
In “Socialism and War”, a key work of the Bolsheviks dur-
ing World War I, Lenin and Zinoviev stated: “The Russian
social-chauvinists (headed by Plekhanov) make references to
Marx’s tactics in the war of 1870; the German (of the type of
Lensch, David and Co.)—to Engels’s statement in 1891 that, in
the event of war against Russia and France combined, it would
be the duty of the German socialists to defend their fatherland.
(...) All these references are outrageous distortions of the views
of Marx and Engels, in the interest of the bourgeoisie and the
opportunists.” 1%

They explained that this was a distortion because the
character of global situation and, thereby, the class char-
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acter of Germany and of other powers had fundamen-
tally changed in the years between 1891 and 1914. G. Zi-
noviev, Lenin’s closest collaborator during the war years,
explained in his book “The War and the Crisis in Socialism”
that it was essential for Marxists to understand that the
historical period had changed during these years and,
hence, the revolutionary tactic had to change too: “At that
time [in 1893, Ed.] Tsarism was the main enemy. At that time
the whole International could unite under the slogan ‘Against

Tsarism’! By 1907, 1912, 1914 this was no longer possible. Now
the slogan of the International had to be not only ‘Against Tsar-
ism’ but in particular ‘Against Imperialism’.” 1%

Lenin also emphasized this point repeatedly. In a letter to
Inessa Armand, another leading Bolshevik, he stated: “To
identify, even to compare the international situations of 1891
and 1914, is the height of unhistoricalness.” %

Basically, many German social democrats refused to un-
derstand that the situation had fundamentally changed
within the period of these two decades. While their coun-
try was not imperialist in 1891, it had become such a pow-
er by 1907 and 1914. Therefore, while it was legitimate to
defend their country in the early 1890s, this was no longer
the case in the early 20™ century. In fact, what was revolu-
tionary in 1891 became counter-revolutionary in 1907 and
1914!

The South Korean revolutionaries face a similar task.
During the 20" century it was not only legitimate but even
obligatory for revolutionaries to defend their motherland
against the imperialist aggressors. But today, such defense
would be paramount to supporting the South Korean
monopoly bourgeoisie and its imperialist state. In other
words, what was still legitimate in 1990 became counter-
revolutionary by 2010. Lenin emphasized in 1917 that
Marxists must not become “prisoners of old formulas”. This
statement is more than relevant today!
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Capitalist Development in South Korea and Taiwan

Some Notes and Answers to Arguments by Our Critics

By Michael Probsting, International Secretary of the Revolutionary Communist International Tendency (RCIT), 1996

ote by the Editor: The following document is a short-
Nened translation of a German-language survey which

comrade Michael Probsting wrote in 1996. It was first
published in the German-language journal of the LRCI “Revo-
lutiondrer Marxismus” No.20. It was translated and published
in Trotskyist International No.21 (the English-language jour-
nal of the LRCI).
Comrade Probsting — a member of the international leadership
of the LRCI/LFI — was bureaucratically expelled from this orga-
nization in April 2011 together with other comrades a few weeks
after they formed a faction in opposition against the increasing
centrist degeneration of the LFL. Immediately after their expul-
sion the expelled comrades built a new organization and founded
together with sister organizations in Pakistan, Sri Lanka and
the USA the Revolutionary Communist International Tendency
(RCIT) in April 2012.
We republish this document because, while it was written nearly
two decades ago, its fundamental analyzes of the economic de-
velopment of important South-East Asian capitalist countries
remains relevant. In fact, our analysis of South Korea’s potential
to become an emerging imperialist country has been proven cor-
rect.

The “Tiger Economies” of Asia are presented as proof of
capitalism’s ability to develop the Third World. After the
collapse of the Soviet Union, their high growth rates have
been called the “second shock for Marxism”. Michael Pro6-
bsting examines the unique circumstances which allowed
rapid growth in South Korea and Taiwan, and explains the
limits of this model of development.

The economic development of Taiwan and South Korea
since the end of the Second World War can only be under-
stood as the result of a completely unique combination of
factors. These include their historic relationship to Japa-
nese imperialism, their internal social structure and their
subsequent roles during the Cold War. Although individ-
ually comparable features are to be found elsewhere in the
world, it was their particular combination and sequencing
which underpinned the high growth rates of the last four
decades.

However, if it was the Cold War which created the condi-
tions for sustained growth then the collapse of the Soviet
Union raises a major question about the future prospects
of the Tigers.1 Has their growth been enough to enable
them to survive in the increasingly competitive world
market? The signs are that the belief that the answer to
this is yes will prove as illusory as the idea that the rest of
the Third World could simply emulate them.

Two factors were crucial for the rapid industrialisation of
South Korea and Taiwan: the legacy of Japanese colonial-
ism and the land reform at the end of the 1940s and the
beginning of the 1950s.

Early this century, South Korea and Taiwan were both
colonies of Japan. Just as the search for profit has forced

capital to increase the size of the proletariat, to educate
and train it, so too imperialism, in some circumstances is
obliged to unevenly develop the economies of its colonies
and semi-colonies.

The extremely brutal subordination of these two countries
by Japanese colonialism had a decisive impact on their so-
cial and economic structures. In keeping with the policy of
“agricultural Taiwan, industrial Japan” they were shaped
entirely according to Japan's needs. Initially, this meant
concentrating on restructuring the two colonies into ef-
ficient sources of agricultural produce. Thus, 95% of Tai-
wan’s sugar production and 52% of Korea’s rice went to
Japan.2 Economic integration reached such a high inten-
sity that between 1911 and 1940, 85% of Taiwan’s exports
went to Japan and 74% of imports came from there. 3
This policy forced many peasants to move into production
for the market. The consequences for the peasants were
often dire. Many slid into dependence on leaseholdings
and many others had to look for work in the towns. The
consumption of rice between 1912 and 1936 was halved.
The methods were certainly brutal but succeeded in inte-
grating agriculture into the capitalist market.

Rule by the Japanese resulted in a massive weakening of
the indigenous rural aristocracy, because the Japanese ap-
propriated a large part of the land to themselves. In Korea,
for example, in 1942, they possessed 80% of the forests and
25% of cultivated land.4 Also, to fulfil the aim of increas-
ing agricultural productivity extensive investment in the
rural infrastructure was necessary. This explains how, at
the beginning of the 1950s, 33% of all households in Tai-
wan already had electricity.5

The concentrated war effort in the 1930s led to a second
phase, the building of industry in Korea and Taiwan, pri-
marily in food processing, oil refining, machinery and
shipbuilding. By the outbreak of war, industry was already
providing 18% of Taiwan’s GDP and 43% of Korea’s. Here,
Japanese capital was even more dominant than in agricul-
ture. In 1938, domestically owned capital accounted for a
mere 11% of total industrial capital, and by 1943 this had
sunk to just 3%. A few Japanese plants, 1.2% of all facto-
ries, produced 60% of all industrial output.6

The result of all this was that, after 1945, South Korea and
Taiwan found themselves with a productive agricultural
system and a relatively developed industry which be-
longed to no one after the flight of the Japanese and so
could be easily taken over by the state bureaucracy. In ad-
dition, industrialisation created a reasonably well trained
labour force. Taiwan, for example, already had a relatively
high literacy rate of 60% in the 1950s.7

The second precondition for the rapid industrialisation of
South Korea and Taiwan was the land reform which took
place in both states at the end of the 1940s and the begin-
ning of the 1950s. In the semi colonies land reforms which
give the greater part of the land to at least a section of the
peasantry are rare.

Normally, the traditional landlords form an alliance with
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the rising bourgeoisie and imperialism to retain the own-
ership of land in a few hands. This led, and leads, to the
impoverishment of the peasantry, inadequate usage of
cultivable land and, consequently, low agricultural pro-
ductivity. In turn, this results in the minimal development
of the domestic market and a consequent dependence on
trade with the imperialist countries.

In South Korea and Taiwan after the Second World War a
number of exceptional circumstances prevailed and land
reform followed a different pattern. An important part of
the landlord class simply disappeared because of the col-
lapse of Japanese colonial rule. At the same time, the revo-
lutionary wave of workers” and peasants’ struggles in Ko-
rea and the civil war in Taiwan created massive pressure
for land reform. This pressure was increased by US impe-
rialism which saw the solution of the explosive agrarian
question as a means of combating the “communist threat”.
The agrarian reform carried out between 1949 and 1953
had far reaching consequences. It created a broad peas-
ant class which became a stable political base for the bour-
geois bonapartist regime. In Taiwan, the proportion of
landowners in the rural population grew from 38% (1952)
to 67% (1965).8

It had a similar significance in South Korea. The leasing
system was dissolved by law in 1949. The big landowners,
however, were not expropriated; rather, they were given
bonds with which to obtain shares in industrial undertak-
ings. Some 40% of the land was redistributed in this way.
By 1974, 94% of all households owned their land.9

The USA, while backing the military regimes in both
countries, promoted capitalist agriculture in various ways.
They poured huge funds into agriculture. According to
Hamilton, 59% of net agrarian capital accumulation in Tai-
wan was financed by US money.10 In addition, from the
1950s the USA forced the “four tigers” to diversify away
from agriculture towards manufacturing exports while si-
multaneously importing American agricultural produce
through the so-called PL 480 programme. The systematic
import of US rice undermined South Korean production
and the self-sufficiency rate in rice production went down
from 93%(1962) to 69% (1973).11 South Korea became the
third biggest importer of US produce.12

However, bourgeois land reform had decisive conse-
quences for the development of capitalism. Taiwan expe-
rienced a massive increase in agricultural labour produc-
tivity which grew at an annual rate of 3.7% between 1955
and 1964.13 Agricultural production doubled in Taiwan
between 1951 and 1963. The resulting capital accumula-
tion in the agrarian sector led to a high savings rate which
was then channelled into the industrial sector.

Land reform also had another very important effect. In
many semi-colonial countries, in which no substantial
land reform has taken place, traditional social relations tie
down a great deal of labour power. By contrast, in South
Korea and Taiwan, the changes in property relations, to-
gether with increased productivity and the re-orientation
away from rice cultivation, created a reserve army of la-
bour which could be exploited on low wages in industry
and the service sector. In this way a further essential pre-
condition for the dynamic development of East Asian cap-
ital was created: a supply of human capital, labour power
as a commodity.

The pro-capitalist land reform proved to be advantageous
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for the bourgeoisie because it ameliorated the explosive
conflicts in the countryside, created a broad petit bour-
geois and conservative peasant class, freed up an indus-
trial reserve army and stimulated investment. All of these
developments were beneficial for capitalist development.

Exploitation of the Working Class

Although the capitalist boom in Taiwan and South Korea
resulted from the unique combination of several factors
for Marxists one of them is pre-eminent: the exploitation
of the working class. The decades long exploitation of a
continually growing proletariat must be recognised as the
motor of the capitalist economic miracle. Even bourgeois
economists accept this. In a study for the World Bank, the
neo-liberal economist, Ranis, wrote:

“Korea, just like Taiwan, could count on cheap unskilled
but hardworking and educated workforces, an important
component of any competitive, export-oriented develop-
ment dynamic.”14

Another World bank economist pointed, in diplomatic
terms, to the connection between the bonapartist dictator-
ship and the exploitation of the working class:

“The governments of these countries generally take a less
accommodating stand against the demands of organised
workers for a minimum wage than governments in other
developing countries”15

The foundations of the decades of exploitation were laid
in the bloody counter-revolutions at the end of the 1940s
through which the ruling classes of South Korea and Tai-
wan consolidated their rule. While in South Korea dual
power existed (soviet-type bodies, militant general strikes)
Taiwan was marked by the confusion of the Chinese civil
war and the hostility of many Taiwanese to the invading
army of Chiang Kai-shek’s Guomindang (GMD).

With US backing, the South Korean bourgeoisie launched
a military offensive against the radicalised trade union
movement and inflicted a historic defeat on the work-
ing class. From then until the middle of the 1980s it was
impossible for the Korean working class to create trade
unions independent of the state, to say nothing of strike
activity in defence of basic rights. The founder and boss of
the Samsung “chaebol”, gave a typically forthright capi-
talist view when he said:

“I would rather lie under the earth than see a trade union
tolerated in Samsung.”16

Happily, this wish was soon granted him.

In 1948, the establishment of the GMD regime in Taiwan
was accompanied by a bloody massacre in which 30,000
people died. From the beginning, every independent
movement of the working class was crushed before it
could grow. An independent trade union movement did
not develop until the end of the 1980s.

Not much imagination is needed to picture what all this
meant in terms of working conditions, wages, working
hours and so on. For example, in the early 1980s, the South
Korean industrial workers had a 54 hour week, one of the
longest in the world.17 They also worked in unbelievably
bad conditions. In 1990, 2,336 people died in accidents at
work and 132,893 were seriously injured.18

These conditions help explain the enormous gulf between
the rises in agricultural productivity and those in wages.
Between 1957 and 1972, in Taiwan, productivity grew
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25-fold, wages only by a factor of nine. The correspond-
ing figures for South Korea were 8.5 for productivity and
2.5 for wages. 19 Elsewhere Ranis shows that industrial
wages grew only slightly faster than agricultural wages.20
In contrast industrial productivity grew much faster than
in agriculture. The huge difference between productivity
growth and the growth of wages points to the high rate
of surplus value which was the real driving force of the
process of capital accumulation.

The consequence of all these factors was that the concerted
policy of land reform and industrialisation led directly to
a dramatic growth of the working class. This increase in
labour power allowed wages to be held down and, there-
fore, the uninterrupted rise in the production of surplus
value and, with that, capital accumulation.

The basis of the economic miracles of these countries, then,
was the decades long atomisation of the working classes.
Of course the proletariat has been subjected to such condi-
tions in other countries too, such as in Latin America, but
not for an unbroken period stretching over four decades.
While this specifically intensive exploitation of the work-
ing class is not enough to explain the whole of the eco-
nomic boom it is the heart of the explanation.

Backing from Uncle Sam

The intensity and scale of the oppression of the workers
cannot be understood without taking into account the
support of US imperialism. The outbreak of the Cold War
turned South Korea and Taiwan into front line bastions
against the degenerate workers’ states of China and North
Korea. Because of this the USA supported them on a scale
far greater than any other state, with the exception of Is-
rael.

Between 1945 and 1978, the USA handed over economic
aid worth US$ 6,000 million to South Korea, that is the
equivalent of all aid to the whole of Africa in the same pe-
riod! In the 1950s, 80% of all South Korea’s imports were
financed with US help.21 In the same way, the NIC’s were
granted privileged access to the US domestic market, the
biggest in the world. In the 1950s and early 1960s, US aid
provided half the budgetary income of South Korea.

This had a direct influence on the process of capital accu-
mulation. Between 1951 and 1965, the USA financed 34%
of Taiwan'’s gross investment and 59% of net agricultural
capital accumulation.22 By the mid 1960s, more than half
of South Korea’s capital formation came from American
sources!23 Added to that there was massive military fi-
nancial help. Taiwan received US$1.5 billion in this form
between 1961 and 1965. One economist concluded that,
through US aid, Taiwan's growth rate was doubled, its
gross national product per capita was quadrupled and the
time needed to reach the living standards of 1964 was re-
duced by some 30 years.24

The USA did not only give financial help. It was also deep-
ly involved in political and economic decision making.
The land reform was an important example of this. Other
strategically important decisions influenced by the US in-
cluded the transfer of production away from low value-
added products to petrochemicals, specialist machinery
and computers.25

In Taiwan special commissions were established in which
important decisions were jointly worked out. US involve-

ment was far from altruistic. When necessary, Washing-
ton was prepared to blackmail the government. In 1960
it threatened to withdraw every form of support from
Taiwan unless it accepted a 19 point programme which
would liberalise markets, commerce, currency exchange,
denationalisation and tax policy.26

While the national bourgeoisie of these countries have
their own specific interests, which from time to time con-
flict with those of their imperialist guardian, these were
downplayed throughout the Cold War. In this way, the
USA furthered its primary political-military interests at
the same time as South Korea and Taiwan enjoyed acceler-
ated economic growth. Because of the special importance
of these countries to US imperialism it accepted, even en-
couraged, a greater strengthening and self-reliance on the
part of these bourgeoisies.

So long as the Cold War determined the world situation,
the NICs and the USA were bound together in a political-
strategic alliance. Naturally, the USA did not overlook its
own economic interests, as the enforced import of Ameri-
can agricultural produce showed, but this was not the pri-
mary motive, as can be seen from the relatively low level
of imperialist foreign investment in South Korea and Tai-
wan.

This long term, strategic support by US imperialism distin-
guishes South Korea and Taiwan from practically all other
semi-colonial countries. There are other strong links with
semi-colonial regimes, for example in Latin America, but
these never required the same scale of support over such
a long time. Israel is an exception to this, but the sharp
political-military conflict in the Middle East prevented the
Zionist bourgeoisie from integrating itself into the region-
al markets on anything like the same scale as was possible
for Taiwan and South Korea.

The State and Monopoly Capitalism

South Korea and Taiwan are relatively developed exam-
ples of the characteristic form of capitalism in the imperi-
alist epoch, state monopoly capitalism. In general, the role
of the state in these countries has been substantial in both
the political and economic spheres.

The first and central task of the state was the transforma-
tion of agrarian and commercial capital into industrial and
then finance capital. Before 1945, Korean and Taiwanese
capital was limited to agriculture and commerce. After
the defeat of Japan industry was largely taken over by the
state in both Taiwan and Korea.

In the former, the state took primary responsibility for fur-
ther development while in Korea it was gradually handed
over to private hands after the division of the country in
the Korean War. The state-organised land reforms obliged
capital to orient investment more towards industry and,
finally, the state also channelled US aid towards capital
accumulation. On the whole, because of the lower concen-
tration of capital in Taiwan, the state played a more impor-
tant role there than in South Korea.

In both countries the state played a leading role in the pro-
cess of the concentration of capital into massive monopo-
lies, for example, the so-called chaebols in South Korea. In
Taiwan state capital played a dominant role in industry,
accounting for 55% of total industrial production in the
early 1950s, but even then the GMD regime transferred



RevCom NS#31 | January 2020
- |

four big concerns to private hands.

Private capital was similarly encouraged in South Korea.
According to one study, most of today’s 50 biggest indus-
trial groups were established in the period 1945-61.27 Such
conglomerates dominate the national economy, especially
in South Korea. The 10 biggest chaebols account for 65% of
GNP and the 10 biggest exporters for 70% of all exports.28
State capitalist property played a bigger role in Taiwan
than in South Korea. After the expulsion of the Japanese,
Taiwan put many of the abandoned enterprises under
state control. As a result, 90% of business capital fell into
state hands. In the years 1952-61, 51.3% of industrial pro-
duction came from state owned firms.

However, in subsequent decades systematic privatisation
has reversed the position and between 1982-87 private
production was responsible for 83.8% of the total. In South
Korea, by contrast, private capitalist ownership took the
lead from the beginning (86-88%) and remained constant
at this level throughout the 1960s and 1970s.29

The importance of state capitalist economic policy can also
be seen in investment. For example, between 1962 and
1973, an average of 30% of investment in South Korea was
in the public sector. In Taiwan, the regime initiated a se-
ries of major projects in the 1970s which acted as a driving
force throughout the economy.

Banking is perhaps the most important sector of state mo-
nopoly capitalism. After the military coup of 1961 in South
Korea, the banks were nationalised. In 1970, 95% of all fi-
nancial institutions were under state control. In Taiwan,
the state owns practically all the banks.

As a result, the state was able to channel cheap credit to
industry, thereby stimulating capital accumulation. Vari-
ous economists believe that the building of the Korean
export-oriented finished goods industry in the 1960s and
the heavy and chemical industries in the 1970s was only
possible on the basis of state credits. The dramatic growth
in capital stock was also essentially financed from this
credit. At least 50% of all internal credit in the 1970s came
from the state and the figure was still running at 30% in
the 1980s.30

This represented a huge redistribution of wealth from the
peasants and workers to the big capitalists. Because of
the general lack of state welfare and health systems the
workers and peasants were forced to insure privately. In
addition, there were various mechanisms which made it
difficult for the small saver to retrieve their money from
the banks.

Because of the extremely low rates of interest on savings
accounts and the high rates of inflation, savers actually
lost money. In South Korea real interest rates were -5.3%
(1962-66) -5.7% (1967-71), -6.2% (1972-76) and -3.5% (1977-
79).31

Bourgeois economists, instructively, call this “financial re-
pression” and it was a central component of state credit
policy because it enabled the banks to lend to employers
at favourable interest rates. Here, too, interest rates were
negative, employers paid back less than the credit they ini-
tially took out!

The state played a functional role for capitalism in several
ways. One was through institutionalised co-ordination
between the state bureaucracy and big capital. This has
been positively emphasised even by the neo-liberals of the
World Bank:
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“Japan, Korea, Malaysia and Singapore established fo-
rums, the so-called Advisory Bodies, to put groups from
the private sector in a position where they could influence
formulation and implementation of government policy in
their interests.”32

The state provided further assistance by overseeing the
creation of the institutions of indicative economic plan-
ning. In the South Korean Economic Planning Board
(EPB) representatives of the state and big capital met on
a monthly basis. All important national and international
economic data were evaluated and strategies for capital
were worked out.

The EPB played a central role in the development of strate-
gies such as export-oriented industrialisation in the 1960s,
the creation of heavy and chemical industries in the 1970s
and the development of the high technology electronic
and car industries at the end of that decade.

Similarly, South Korea pursued a tariff policy aimed at
capital accumulation. Duties on imported capital goods
were low while those for goods which competed with do-
mestic production, such as textiles, chemicals, heavy in-
dustry were high. The special support given by imperial-
ism meant that this had far fewer negative consequences
than in other semi-colonies.

Research and Development (R&D) has been of central
importance in both Taiwan and South Korea. They rank
amongst the countries with the highest proportion of GNP
devoted to R&D. This began with concerted efforts in the
1970s.

In 1975, South Korea’s R&D effort represented 0.5% of
GNP compared to Chile and Colombia’s 0.1% each. By
1986, the proportion had reached 1.8% (Chile and Thai-
land 0.5%, Colombia 0.1%) and by the beginning of the
1990s both South Korea and Taiwan had reached 2.5%.
The difference becomes particularly clear if spending in
the production sector is considered. Here the proportion
in South Korea in 1986 was 1.4% GNP, while in Thailand,
Chile and Colombia, the proportion was precisely zero.33
An important part of R&D spending comes from the state.
In Taiwan, approximately 60% of industrial R&D was pri-
vately financed, the other 40% coming from the state.

Long Term, High Rate Growth

The historic defeat of the working class, the sustained sup-
port from imperialism and state directed economic strat-
egy made possible a dynamic accumulation of capital. In
South Korea, in the 1960s, capital stock grew by 15.2% per
year and in the 1970s it reached 24.7%. This rapid, and
long term, capital accumulation was an essential factor in
the rise of South Korea and Taiwan from backward semi-
colonies to being among the world’s most important ex-
porters of goods and, recently, even of capital, especially
in the case of South Korea.

The Japanese economist, Kawai, showed in a compara-
tive study that the rate of accumulation of private domes-
tic gross capital formation in South Korea between 1970
and 1980 averaged 27.2% per year and 12.8% between
1980 and 1990. In Taiwan, the averages were 18.9% (1970-
80) and 12.1% (1980-90). This compares to Latin America
where scarcely one of the seven countries studied had a
rate above 5%.34

To what extent was this rapid capital accumulation depen-
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dent on foreign imperialism? As we have already shown
the massive and brutal exploitation of the working class
allowed an extraordinary rate of surplus value extraction
and consequently, accumulation. Nonetheless, imperialist
support did play an important role on the economic level
as well as the political. This was, in the first place, financial
support which was used for capital formation.

Because of the specific political-military interests of impe-
rialism in South Korea and Taiwan, this support for capital
accumulation took an indirect form, one whose primary
objective was the economic and political stability of the
countries rather than direct pursuit of profit. As a result,
foreign direct investment (FDI) was of less importance
than in other semi-colonies closely tied to imperialism and
was low in comparison to other forms of finance. In South
Korea FDI accounted for just 1.2% of domestic gross capi-
tal formation between 1962 and 1979 while foreign loans
were responsible for 18.9%. In total, FDI represented only
10% of total foreign capital, foreign loans made up the rest.
35

In his comparative study, Kawai pointed out that foreign
capital as a whole was of relatively little importance in the
total capital formation. Thus, the proportion of FDI in total
private investment in South Korea was only 1.4% (1970-80)
and 0.4% (1980-90). In Taiwan, the significance was simi-
larly slight, but showed an increase in recent years (2.7%,
1980-90).

Naturally, this does not mean that FDI was not important.
The South Korean regime (from 1970) and the Taiwanese
(from 1965) strove to attract foreign capital into the Ex-
port Processing Zones or, later, Export Industrial Estates.
By the middle of the 1970s, foreign firms were playing a
central role in the exports of both countries: 31.4% of all
South Korea’s exports (1974) and 30% of Taiwan’s (1975)
were produced by foreign firms. At the same time, the
relative strength of South Korean capital can be seen from
the fact that four years later this figure had shrunk back to
18.3%.36

The importance of these figures is that they show that FDI
did not play an unusually big role in the rapid capital ac-
cumulation in South Korea and Taiwan and that it did not
limit the development of relatively strong and indepen-
dent bourgeoisies in the two countries.

Bonapartist Forms of Rule

The link between the political oppression of the work-
ing class and the state capitalist economic policy is the
bonapartist regime that is characteristic of practically all
the semi-colonial countries of South East Asia. Whether
formally a civilian or military regime bonapartism implies
a high degree of executive or presidential power at the ex-
pense of the elected parliaments, where such parliaments
exist.

The fact that both South Korea and Taiwan were front-line
states in the Cold War ensured that the state bureaucra-
cies of these countries could give massive nourishment to
their national capitalist class through extensive protection-
ist measures and yet still count on unconditional military
backing and economic assistance from the USA.

As a result the semi-colonial bourgeoisie, whose own class
basis was relatively weak, gained a greater degree of sta-
bility than others which had to base themselves either on

a section of the petty bourgeoisie or even on sections of
the working class, or else had to subordinate themselves
completely to the imperialists and, consequently, lost all
freedom to manoeuvre

There were also quite specific initial conditions which
strengthened the high degree of state capitalism in Korean
capitalism and, to a lesser extent also Taiwanese. Because
of the intensity of the class conflict and the war, the state
bureaucracy gained central importance for the survival of
capitalism. These factors led to a close, almost symbiotic,
relationship between the bureaucracy and the bourgeoi-
sie. Many officers became managers and capitalists. These
close bonds between capital and the bureaucracy, espe-
cially the army, have been maintained.

In Taiwan, the Guomindang ruled without interruption af-
ter 1945. In South Korea, there were, it is true, two changes
of government as a result of coups, in 1960/61 and 1979/80.
However, the end of the dictatorship and the transition to
bourgeois democracy as a result of the mass movement of
students and workers in 1987 itself points to the relative
stability of capitalist rule, since the changeover was car-
ried through without any serious splits within the ruling
class.

Results and Prospects

By the 1980s, successful capitalist industrialisation had al-
lowed South Korea and Taiwan to make progress in ad-
vanced economic sectors and to get away from their status
as exporters of cheap textiles. Both have become globally
important producers and exporters in the electronic and
computer sectors and, in the case of South Korea, even in
shipbuilding and cars.

The future prospects for South Korea and Taiwan depend
on whether they have, in the last period, accumulated
enough reserves and strength within the world econo-
my to be able to withstand the much greater instability
of the “new world disorder”. For Marxists, therefore, the
question of whether they can continue to develop is tan-
tamount to asking whether they have themselves become
imperialist powers.

Such a transition is not impossible.37 Whether a state can
be characterised as imperialist is not simply a matter of
economic statistics but a question of relationships with
other existing capitalist states. Nor does the characterisa-
tion automatically imply overwhelming military or eco-
nomic power. There are many “minor imperialisms”, such
as Austria or Sweden, which cannot begin to match the
USA.

However, in considering South Korea and Taiwan, even
in comparison to these subordinate imperialisms, it must
not be forgotten that Austria and Sweden did not have to
carve out their position in a world already dominated by
imperialism. They were, from the beginning, a part of the
developing system of world wide exploitation from which
their own economies benefited.

In assessing the contemporary character of South Korea
and Taiwan, three aspects will be of particular importance:
the creation of relatively autonomous monopolies; the fu-
sion of banking and industrial capital into a nationally
dominant finance capital; and the increasing importance
of the export of capital, particularly with respect to the
ability to dominate other countries or regions by such ex-
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port.

In the 1970s and early 1980s a South Korean monopoly
capital was created that today exercises absolute hege-
mony within the national economy and a decisive influ-
ence over the politics of the bourgeois regime. Whereas
the production of the ten biggest chaebols accounted for
only 15.1% of GNP in 1974, by 1983 their share was al-
ready 65.2%.

Both the neo-liberals and the “new growth” theorists are
agreed that capital accumulation in Taiwan is noticeably
less. This economy is more strongly marked by small and
medium enterprises. This can be seen in an analysis of the
internationally active concerns from the two countries. Of
the ten biggest multinational corporations, measured by
foreign assets, whose origins lie in the Third World, four
come from South Korea, whereas the biggest from Taiwan
comes in at number 14.38

Capital exports are more important for Marxists than
simple GDP growth rates because such exports show the
relative strength and independence of any given capital.
Both South Korea and Taiwan have only recently become
significant exporters of capital. Up to the mid-1980s com-
modity exports were clearly dominant, corresponding to
the classic picture of the semi-colony. But since then capi-
tal export began to increase.

In 1992, South Korea became a net capital exporter. How-
ever, the relative weight of Korean capital exports is not
great in comparison to the whole economy: between 1990
and 1994 Korean FDI reached a value of 2% of GNP. In
Taiwan, the same proportion, at 7.8%, was higher. All the
same, the proportion of foreign owned investment to GNP
in Taiwan also exceeded the South Korean value (Taiwan:
5.6%, South Korea: 3.3%).

The importance of capital exports was, therefore, less than
in the USA (1990-94: 9.1% FDI/GNP) but was greater than
in weak imperialist countries such as Austria (in 1990
1.05% but in 1993 only 0.77%). In 1993, the total value of
South Korean FDI was over US$1,000 million, that of Tai-
wan was US$2,400 millions, Japan US$13,700 millions and
that of Austria US$1,600 millions.39

However, a more detailed inspection is necessary in the
analysis of capital exports from South Korea and Taiwan.
It is common in East and South East Asia for multinational
concerns, above all from Japan and the USA, to establish
production facilities and then to export capital from them
into the region or even globally. Singapore is the best ex-
ample of this. Its FDI has a value of 13.3% of GNP (1990-
94), but as can be seen from the dominance of foreign
capital (foreign FDI/GNP 91%), these exports mainly come
from the imperialist plants.

It would be an exaggeration to explain the increase in
South Korean and Taiwanese capital exports entirely by
such imperialist investments. South Korean and Taiwan-
ese firms did gain market share in the USA at the expense
of Japan. Nevertheless, with the end of the Cold War, US
imperialism was no longer willing to give preferential ac-
cess to the two countries and withdrew the status of “Gen-
eralised System of Preferences” in 1989.

The strength, especially of South Korean capital, is shown
by the fact that recently, despite harsher international
competition, it was able to make significant investments
in the computer sector in the USA, to establish a car plant
in Britain and to purchase the Polish car industry. These
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investments were not in relatively unimportant niches but
in central sectors of the world economy. Not only that, de-
spite a 9% revaluation of the Won and a 20% increase in
wages, the chaebols in 1987 were able to increase produc-
tion by 16% and net profits by 34%.40

South Korea and Taiwan have also been able to make their
presence felt as regional powers in South East Asia. At the
end of the 1980s Taiwan replaced the USA as the second
biggest foreign investor in the ASEAN countries and Japan
as the biggest foreign investor in Malaysia. In Vietnam,
Taiwanese capital also has first place. South Korean capital
exports to ASEAN countries went mainly into processing
industries (two thirds of accumulated FDI) in Indonesia,
Malaysia, the Philippines, and Thailand. The German Asia
expert Kollner went so far as to say that:

“The ASEAN states, together with China, have become an
extended production line for South Korean firms” 41
Such developments, however, are counterbalanced by
some serious problems and countervailing tendencies.
Although South Korea’s trade balance with the USA has
long been positive, that with Japan was in the red for de-
cades. Only in the years 1987-90 was the trend reversed. In
the 1990s the deficit has grown bigger than ever, US$4,800
million in 1990, $9,700 million in 1991. Quite apart from
the financial implications, this deficit highlights the tech-
nologically dependent position of South Korea.

A further problem related to the assessment of the impor-
tance of capital flows in and out of the Tiger economies is
that much of the inflow is of credit and, consequently, a
significant part of the outflows are not exports at all but
interest payments to the imperialist creditors.

The importance of capital exports from the two countries
has to be qualified on other counts too. Some firms are
really just fronts for Japanese or American investors and
of Korean and Taiwanese firms whose products, for the
most part, are dependent on patents held by imperialist
multinationals or are dependent on the importation of
key technologies from the imperialist centres. Similarly,
while world famous products may be made in Asia un-
der license from US, Japanese or European corporations,
the latter corporations retain control of marketing and dis-
tribution which allows them to siphon off the bulk of the
profits.

Berhard and Ravenhill give the example that, although
Taiwan was the leading producer of computer monitors in
1991, with 39% of the world market, the key component,
responsible for 30-35% of the total value of the product,
came from a Japanese firm.42 Similarly, they cite a study
which showed that in 1987, 36% of the components of the
Korean electronics industry came from Japan.

Apart from these considerations, a certain distinction has
to be drawn between South Korea and Taiwan. In Taiwan,
in the last 10 years, the proportion of foreign investments
has greatly increased. One of the reasons for this is the big
export outlets in South East Asia and the booming Chinese
market. In this connection, Taiwanese capital is not in a
good position to develop its own technologies and capital
exports because of a lower degree of concentration. This
means that dependence on foreign technology and capi-
tal exports is higher. For the same reason, South Korean
multinationals are much stronger in the world market in
comparison to Taiwan.

The question as to whether South Korea and Taiwan have
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managed to overcome their semi-colonial status revolves
around their ability to overcome their dependent relation-
ship within the international framework at the economic,
political and military levels.

We think that Taiwan remains a very advanced semi-col-
ony, but certainly not an imperialism. Decisive in this is
the low degree of development of monopoly capital which
results in a greater dependence on imperialist “mother
firms” for the export of capital. The higher mass of capi-
tal exports is certainly an important factor but it has to be
seen in relation to the higher import of capital from the
imperialist states.

Development in South Korea is more advanced than in
Taiwan. As we have shown, the high degree of monopo-
lisation has made possible a relatively important position
in the world market. However, capital export has only be-
come of central importance in the recent past and in total
is still not very great. It remains to be seen whether this
will change in the coming years. As regards the internal
situation, the chaebols are going to have to deal with three
central problems.

First, they face the urgent necessity of cutting their debts.
As in Japan, the close merger between banks and indus-
trial concerns has led to a mountain of debt. In the next
few years, the government is going to have to deal with
this. This will lead to firms collapsing, increased taxes for
the working class and so on. This problem can be resolved
but as the longlasting problems of Japan have shown, the
obstacles are very big.

In particular, they will be made more difficult by increas-
ing international competition and a tendency towards
protectionism among the established powers. This will be
made worse by the changed international political situa-
tion in which the grounds for the Tigers’ earlier advan-
tages have disappeared, only to be replaced by moves
towards regional “bloc-building” by the imperialists. The
same states are now unlikely to tolerate the emergence of
new imperialist rivals. At the same time, a second rank of
would-be tigers, Malaysia, Thailand and the Philippines,
are undermining the competitiveness of production in
South Korea and Taiwan.

Secondly, South Korea is on the threshold of joining the
OECD, the rich club of around 30 top industrial nations.
But the price of membership is opening up the closed capi-
tal markets in South Korea to foreign capital. This will lead
to vulnerable monopolies being taken over, leading to
many familiar names in Korean electronics and cars being
effectively owned by the more efficient imperialist rivals
in Europe, the US or Japan.

Finally, and above all, there looms the biggest challenge
of all, the growth of the working class within South Korea
itself. The huge economic progress of the last four decades
has brought into being a new and militant working class,
already tried and tested in the battles that have raged on
the streets, in the factories and in the shipyards.

The coming international competition to the power of
the chaebols will lead the Korean bosses to take on this
class that has begun so recently to build up its trade union
strength. The outcome of that battle will not only decide
the character of South Korea but may well determine the
future of Asia’s “economic miracle”.
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What We Stand For

What the RCIT Stands for

dency (RCIT) is a fighting organisation for

the liberation of the working class and all
oppressed. It has national sections in various coun-
tries. The working class is the class of all those (and
their families) who are forced to sell their labour
power as wage earners to the capitalists. The RCIT
stands on the theory and practice of the revolution-
ary workers” movement associated with the names
of Marx, Engels, Lenin and Trotsky.

Capitalism endangers our lives and the future of
humanity. Unemployment, war, environmental
disasters, hunger, exploitation, are part of everyday
life under capitalism as are the national oppres-
sion of migrants and nations and the oppression
of women, young people and homosexuals. There-
fore, we want to eliminate capitalism.

The liberation of the working class and all op-
pressed is possible only in a classless society with-
out exploitation and oppression. Such a society can
only be established internationally.

Therefore, the RCIT is fighting for a socialist revo-
lution at home and around the world.

This revolution must be carried out and lead by
the working class, for she is the only class that has
nothing to lose but their chains.

The revolution can not proceed peacefully because
never before has a ruling class voluntarily surren-
dered their power. The road to liberation includes
necessarily the armed rebellion and civil war
against the capitalists.

The RCIT is fighting for the establishment of work-
ers’ and peasant republics, where the oppressed or-
ganize themselves in rank and file meetings in fac-
tories, neighbourhoods and schools — in councils.
These councils elect and control the government
and all other authorities and can always replace
them.

Real socialism and communism has nothing to do
with the so-called “real existing socialism” in the
Soviet Union, China, Cuba or Eastern Europe. In
these countries, a bureaucracy dominated and op-
pressed the proletariat.

The RCIT supports all efforts to improve the liv-
ing conditions of workers and the oppressed. We
combine this with a perspective of the overthrow
of capitalism.

We work inside the trade unions and advocate
class struggle, socialism and workers” democracy.
But trade unions and social democracy are con-
trolled by a bureaucracy. This bureaucracy is a lay-
er which is connected with the state and capital via
jobs and privileges. It is far from the interests and
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living circumstances of the members. This bureau-
cracy’s basis rests mainly on the top, privileged lay-
ers of the working class - the workers” aristocracy.
The struggle for the liberation of the working class
must be based on the broad mass of the proletariat
rather than their upper strata.

The RCIT strives for unity in action with other or-
ganizations. However, we are aware that the policy
of social democracy and the pseudo-revolutionary
groups is dangerous and they ultimately represent
an obstacle to the emancipation of the working
class.

We fight for the expropriation of the big land own-
ers as well as for the nationalisation of the land and
its distribution to the poor and landless peasants.
We fight for the independent organisation of the
rural workers.

We support national liberation movements against
oppression. We also support the anti-imperialist
struggles of oppressed peoples against the great
powers. Within these movements we advocate a
revolutionary leadership as an alternative to na-
tionalist or reformist forces.

In a war between imperialist states (e.g. U.S., Chi-
na, EU, Russia, Japan) we take a revolutionary de-
featist position, i.e. we don’t support neither side
and advocate the transformation of the war into a
civil war against the ruling class. In a war between
an imperialist power (or its stooge) and a semi-co-
lonial country we stand for the defeat of the former
and the victory of the oppressed country.

The struggle against national and social oppression
(women, youth, sexual minorities etc.) must be lead
by the working class. We fight for revolutionary
movements of the oppressed (women, youth, mi-
grants etc.) based on the working class. We oppose
the leadership of petty-bourgeois forces (feminism,
nationalism, Islamism etc.) and strive to replace
them by a revolutionary communist leadership.

Only with a revolutionary party fighting as its
leadership can the working class win. The construc-
tion of such a party and the conduct of a successful
revolution as it was demonstrated by the Bolshe-
viks under Lenin and Trotsky in Russia are a model
for the revolutionary parties and revolutions also in
the 21 Century.

For new, revolutionary workers’ parties in all
countries! For a 5™ Workers International on a rev-
olutionary program! Join the RCIT!

No future without socialism!

No socialism without a revolution!

No revolution without a revolutionary party!
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