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Critique of 1990s Crony Capitalism:
Focus on the Hanbo Danjin Steel Mil Case

Hyung-suk Oh

Chung-Ang University

This paper explores the process of Hanbo’s Dangijin steel mill construction, which paved the
way for the rise of the steel industry cluster in Dangjin, Chungnam. The case of Hanbo’s Dangjin
steel mill has been interpreted as excessive-borrowing and over-investment due to greed and
ignorance, which provided a typical example of the inherent irrationality of Korean capitalism
that preceded the 1997 crisis in Korea. This paper focuses on the point that Hanbo had coped
with the change in technological conditions and market situations. Hanbo’s plan meant not only
simple expansion of the production scale, but also access to a flat product market. Moreover,
it meant state-of-the-art facilities, such as thin slab casting or COREX. Hanbo's failure resulted
not fromthe inherent problem but from achange in theexternal conditions. Overall, the construction
of Hanbo's Dangjin steel mill showed the specific rationality of thelarge conglomerate in the 1990s,
which provides a counterexample against the common idea of the 1997 economic crisis in Korea.

Keywords: 1997 Economic Crisis, Crony Capitalism, Over-investment Hanbo Steel Dangjin Stegl,
Hanbo Hearing
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