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Analysis of Economic Performance of the Privatization Policy

after the Financial Crisis

Lho, Tae Geun

Department of Economics, Graduate School,

Pukyong National University

Abstract

In the late 1997, Korea's foreign reserves were virtually depleted and
the country was on the brink of declaring a moratorium. The main
factors leading up to the ever expanding high-cost and low-efficiency
system brought about government-led high-speed growth and failure of
corporations and government in responding to new radical change. In
response to these problems and to overcome the crisis, the government
implemented strong reform programs across the nation including public,
finance, labor and business sector for the past 5 years.

A master plan of privatization was rescheduled whenever the ruler
changed. Although the meaning and categories of privatization have not
been clearly defined, a broader concept of privatization, however, could
range from market—oriented ownership of productive assets to the transfer
of risk-bearing functions of the state to the private sector. A more direct
concept of privatization refers to the transfer of assets and service
responsibility from the public to the private sector.

The "transfer” may include ownership and administrative function,
we believed that a privatization got an efficiency of firms, but it is doubt
that a privatization got it. So I wanted to prove a privatization’'s

inefficiency. The purpose of this dissertation is the empirical test of



privatization efficiency in Korea.

Since 1998, the privatization policy of the current government can be
characterized as part of the national reform programs which have
unfolded to overcome the financial crisis. In the privatization plan of July
1998, what the government had reflected in the three principles area.

The government announced that it would privatize 11 out of the 26
public firms. These 11 public firms were primarily involved in commercial
activities. They had completed the privatization of 8 public firms: National
Textbook, Korea Technology Banking, Pohang Iron and steel, Daehan Oil
Pipeline Corp, Korea Heavy Industries and Construction, Korea Telecom
Corp, Korea Tobacco and Ginseng Corp. But Korea General Chemical
Corp ended up being liquidated.

But we can not confirm a success of the privatization in the current
government. Because of the problem which happens to that transfer only
ownership from government to private, So I would analysis of the
privatization’s performance.

Especially, before and after of a privatization resulted analysis a
performance, I could find out how an efficiency of reconstruction influence
on a privatization. Object firms of investigation are nine fully privatized
firms and two partly privatized firms.

On the analysis, set up panel investigated data as a central of 1990s
and 2004s. Also used a Cobb-Douglass function for a test which
privatization’s efficiency where on a reconstruction pointing and a
privatization pointing. In addition, carried into effect a case analysis for
six fully privatized firms.

I wanted to know what a change of cost, employees, and wages;
therefore, attempted an actual empirical study and a case analysis.

The main results of this analysis are as follows. First, as a result of
an actual empirical analysis, a cost of production increased in effect of
the privatization, the number of employees decreased in effect of the
privatization and wages was uncertain in effect of the privatization.

Second, a case analysis results showed problems that an economic power,



outflow of a national wealth, environmental problems, and a management
unreliability.

As a result of analysis, we can conclude that an analogical
interpretation as economic performances of the privatization has

inefficiency.

Keyword: Public Firm, Economic Performance, Privatization

Efficiency, Cobb—-Douglass Function, Reconstruction, Transfer
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