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Method

MTM methods

Value Analysis

Network System

Linear Programming
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Dynamic Programm-
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Summary of Application of Modern Management Techniques

Growth in
Application
Frequency

rapid

rapid

fairly rapid
relatively slow

fairly rapid
slow

slow

slow

very slow

fairly rapid
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<Summary>

Characteristics of Korean Management
and
Directions for Its Modernization

Byung June Whang

I. Industrialization and Managerial Development in 1960s

1. Nature of Industrialization and Business Environment

Industrialization achieved through 1960s in Korea brought about the
problems of the managerial development to cope with it. The large
equipment investment made the size of business bigger and was a major
factor to cause technical innovation and the change in industrial labor
force. These in turn has made the modernization of management a
indispensible element to further industrialization.

Rapid econmic development according to the First and Second Five-Year
Economic Development Plans in 1960s followed the process of growth of
size rather than the improvement of quality. As mainly a size expansion,
it was not without mixed blessing. Because of low capital accumulation and
poor technical standing on the part of private business, the economic develop-
ment was spurred by governmental support and leadership. This caused
the private enterprise to be substantially dependent upon government
without exerting efforts to increase internal productivity and self-financing.
This dependence compelled businessmen to take excessive consideration of
factors outside of management in carrying out business operations.

Another shortcoming is that medium-sized enterprises were not given a
fair consideration, which comprise a heavy portion of total number of
enterprises, employment, and domestic production. Investments were focused
on private larger enterprises, industrial complex, and social overhead capital.
As a result, medium-sized enterprise have got no opportunity to facilitate
rationalization of management and technical innovation.

The third shortcoming is an unbalanced financial structure. Foreign loan

Author: Presidgnt, Korean Association of Business Administration,
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was a major source of capital required to meet the large equipment
investment. Lacking owner’'s capitals, the enterprises relied too much on
banking.

As a final shortcoming, the traditional way of thinking has been the
greatest obstacle to the introduction of modern management concepts. Semi-
feudalistic heritage and Confucian value system have been prevailing so
dominantly that management concepts developed in western countries could
net grow as might be expected. Management practices in Korea have many
aspects ol family-centered traits based ci1 nepotism.

2. Stages of Managerial Development in Korea

Modern management techniques were introduced to Korea from late
1950s. The age of management is less than 20 years. With this fact in
mind, it can be well understood that Karea is still on an offspring stage
for the development of the theoretical framework of management and
management techniques.

We can formulate four stages of historical sequence of the management
development in Korea. Firstly, Traditional Management Stage is referred
to hefore 1950 and a number of destitute firms are still experiencing this
stage.

Secondly, Introduction Stage of Modern Management Techniques followed
through 1930s due to the economic assistance by 11.S. and management
training in the army and adoption of management in the college curriculum.

Development Stage of Management Techniques, as the third stage, is meet-
ing rapid industrialization and increasing export. This stage covers 1960s
and 1970s. For this period, modernization of management techniques equip-
ped with technical innovation is definitely needed to securc international
viability and to promote industrialization

As a final stage, 1980s is likely to be a Stage of Self-sufficient Manage-
ment Techniques.

In spite of the existing premodernized factors, it is clear that we have
come a long way to the management development. However, a short history
of management constitutes an annther aspect other than industrialization

to review the characteristics of management in Korea.
I1I. Characteristics ¢f Management in Korea

If the main characteristics of industrialization and the stage of develop-

ment in modern management techniques are taken into consideration. the
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following generalizations can be made regarding management in Korea.

1. Dependence of Business Operation on Governmental Authority

At the beginning of economic planning for industrialization in a
developing country, it is necessary to keep a close relationship between
governmental authority and enterprise. However, it is not desirable for the
enterprise to give greater importance to this outside factor of management
than it gives to the business itself. Enterprise should not ignore the fact
that self-established development based on the modernization of management
and high productivity is essential.

At this juncture, new recognition should be given to the outloock on the
enterprise and/or management concept of the business manager. It emerges
as an economic policy to give greater emphasis on private-oriented type
enterprises in 1970s. In this connection, government authorities should
expedite this economic policy, and at the same time, private enterprise
should exert all its efforts to modernize management and depart from a

government-oriented philosophy.

2. Weakness in the Financial Structure of Enterprise

1) The ratio of liabilities is rather high due to the shortage of accumulated
capital. Moreover, there is a dependency upon foreign capital rather than
internally generated funds for business expansion. As a result, the
dependency ratio on bank or on foreign loans is excessively high.
Accordingly, financial factors always precede technical factors of production
and sales in determining business policies.

The current ratio, showing payment ability of an enterprise, has decreased
annually from 1.3 :1 in 1967 to 1.21 : 1 in 1970 for manufacturers in Korea.
The fixed ratio, showing potential size of an enterprise, has increased an-
nually up to 2.04 : 1 in 1970. This figure indicates that the capital structure
is less than suitable comparing to that of developed countries. The ratio of
liabilities, indicator of soundness in business, increased from 1.51 :1 in 1967
to 3.03:1 in 1970. In a word, it can not be referred to as a sound financial
status under these conditions.

2) Capital profit ratio tends to decrease.

This change of profit can be explained as follows:

i) Lower profit ratio than that of bank interest prevents the growth of
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enterprise and stock investment.

11) A more rapid increase in wage and raw material cost than that of
selling price has caused an unstable situation.

iti) Enterprise depends largely on private funds. The capital turnover ratio,
showing the activeness of capital, is lower than that of other developed

countries.

3. Low Lovel of Production and Management Techniquces

Needless to say, an expeditious advancement of pioduction techniques in
an enterprise is quite essential for mass production and the international-
ization of products. One of the most important responsibilities of husiness
managers exists in technical innovation. Modern techniques have been
employed to improve managerial efficiency in Korea, but the present status
of management regarding technical innovation is significantly lagging.

Today, enterprise aims at world markets. It is a necessity to actively
employ modern techniques, because such utilizaticn and development inay
allow us to develop a favorable situation in worldwide competition due to
high productivity and low costs.

The age of mceting market competition only by low wages has already
passed in Korea. Contrary to this. even big firms as well as small and
medium-sized firms ia this country do not seem to be willing to employ
research and development, techatcal innovation, and mechanization of
business. At this juncture, to meet worldwide competition elfectively,
managers should try to reshape their ways of thinking in order to utilize
to the fullest degree such research as case studies in decision making.
Also a national institute, such as the National Research Development
Corporation in England, should be established to provide various kinds of

information so that overall preductivity in Korea will continue to increase.
4. Person-centered Management

Person-centered management, in this case, does not mean personnel-minded
but instead an individual character formed by social relations.

17 Nepotism is prevailing in private enterprise.

Blood-relationships, localism, and academical cliquism play an important
role as an indicator in business organization and especially in personnel
administration. Most of the firms in Korea might be called family-centered

firms based on blood-relationships. In other words, they use an out-dated
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system in which ownership and management {unctions are not separated.
We can hardly expect modernization of management and corporate expansion
under these circumstances.

2) Government-owned enterprise originally was considered to be a stage
in which professional managers played active operational roles. However,
so-called individual character is a predominant factor in this country.
Political background and private relationships seem to influence the
selection of top management more than knowledge and experience in business.

3) Individual character, if we interpret this term to mean an excellence
in management ability, could be a favorable factor for the modernization of
management. On the other hand, however, it is not without mixed benefit.
The character of a manager is formed by his experiences, his own efforts
and his seniority in his job. This leads him to be conscious of self-respect.
As a consequence, the manager is inclined to be individualistic or to
perform his work through the mechanism of informal organization. This
is occasionally an obstacle to the modernization and systemization of
management.

The above-mentioned characteristics of management are not unique to
Korea. However, these are obvious characters formed in the midst of rapid
industrialization. In consideration of these characteristics, the direction of

managerial innovation in 1970s should be secured.

III. The Direction of Managerial Modernization in 1970s

Considering the existing characteristics of management in Korea, we
can say that 1970s is the age of managerial innovation. In the 1970s we
expect unprecedented innovation which encompasses managers, techniques
and the business environment.

Today in advanced countries an integrated development of management
and the internationalization of business are being achieved. This must also
be done in Korea, and in a sense, managerial innovation of business in
Korea simply means modernization of management.

So we must gain an insight into the development tendency of worldwide
management and also must consider the direction of it. For example, highly
developed management techniques, now widely used in advanced countries,
are needed. However, innovation is closely connected with reality. In order
to effectively promote the structural improvement of Korean management

in the 1970s, setting a firm direction for managers, business environment
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and management techniques is a necessity.
1. Manager

A manager should be judged by his ability to attain the company’s
objectives. Actually management development depends not only on the
quality of managers but alse on internal and external environments. Expert
managers are needed because they are placed in positions which require
effective and efficient decision muking. Therefore, innovation of Korean

business in the 1070s depends on the pioneering spirit of managers.
2. Business Environment

Some aspects of the general business environment are: 1. Political stability
2+ Ethical standards 3} Government controls 4> Government fiscal policy

5, Population trends 7 Emplovment, productivity and naticnal income 7

Price levels &) Technalogical environment.

Of these, however, governmental cconoemic planning and industrial policy
are the most closely connected with the general environment in developing
countries. In Korea, we should approach business environment problems
from two separate points ol view. Firstly, government should help to
promote rapid managerial innovaticn.  Secondly, a subjective quest for

managerial innovation within the business itself is greatly needed.

3. Management Techniques

Highly developed management techniques are in evidence throughout the
world. The emplovinent of innovative management techniques should be
rapidly promoted in the 1970s. Above all we need the adoption of highly
scientific techniques which have heen developed in advanced countries.
Managers should vigorously learn about management techniques and
consciously apply this knowledge.

In Korea, we can {ind the practical operation of the controller system,
the mechanization of Dbusiness data processing, and wide recognition of
PERT techniques in construction industries. There are, however, highly
developed management techniques which have yet to be investigated.

Finally, in order to achieve the modernization of management techniques
in Korea, managers shoud thoroughly recongnize such advanced manage-
ment techniques as project planning. work studv, systems analvsis, linear
programnntng, 'ERT. operations research, managerial accounting. and the

use of computers.



