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Abstract

Protection of Competition for Synergic Cooperation
between Large and Small-Medium Enterprises

Shin, Hyun-Yoon#*

Until the mid-90’s, South Korea's economic growth policy has

been centered on large enterprises Wwhich resulted in  monopolistic
and oligopolistic market structure. As a result, enterprises small
and medium in size have been put in undesirable positions in
competitions with or in business relations with large enterprises. In
addition, after the IMF crisis in the late 90's, the gap between
large enterprises and smaller ones are widening in terms of
growth rate, eaming rate, eamed income, and capacity for innovation.
If such ©polarization between the two groups of enterprises
continues, it may Jjeopardize the country’s economic growth
system, which 1s based on the division of labor and cooperative
production  system  between large enterprises and small and
medium enterprises.

In order to solve the problem of polarization, the prior step
to take 1is to raise the capacity of smaller enterprises which
play an important role for the national economy in areas of
production and to set up a synergic network for sound cooperation
with large enterprises. Such cooperation is also much needed
on the part of the large enterprises to remain competitive in
today’s global open economy and for their constant growth. For
such cooperation to be possible, smaller enterprises should support
manufacturing  activities of large enterprises through  activities
like  manufacturing and  supplying  specialized parts, and the
latter in return should maintain close cooperative relationships
with the former in terms of capital, technology and management.

Large enterprises need to break away from their previous
perspective that the relationship between them and the smaller
enterprises 1s a vertical one and to accept a new perspective
to conceive it as a horizontal, cooperative relationship.

L0

* Professor of Law, Yonsei University
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On the other hand, as a prerequisite for such synergic relations,
it 1s important to secure a basis for fair and free competition
so that small and medium enterprises can maintain their original
mobility and energy. In this regard, it isS necessary to improve
market structural factors to help smaller enterprises in competition
with large ones to promote their business through efficiency
competition.  For such an mprovement, the monopolistic and oligopolistic
market structure needs to be broken down in the long run by
introducing new policies like divestiture of large companies. In
order to restrain the large enterprises Wwhich belong to major
conglomerates from unfair competition against smaller enterprises
by relying on the power of the conglomerates, the government
should constantly keep watch and impose regulations on insider
trading and circular ownership. Also, the customary unfair business
transactions conducted by the large enterprises n superior
positions should be stopped, and business relations should remain
transparent and fair to guarantee that small and medium corporations
in continuous business relations with larger ones can substantially
enjoy the liberty of contract.

Especially, in Korea’s business environment where demands
from large enterprises comprise the majority of the whole demands,
regulations on the activities of the large enterprises should be
made stricter to stop them from hampering the normal function
of the vprice-setting mechanism by abusing their superior power
of negotiation or imposing unfair transaction terms on small and
medium-sized subcontractors and from interfering excessively or
infringing on the management rights of the smaller enterprises.

KEY WORDS polarization  between large and small and medium
enterprises, synergic cooperation, unfair competition, abuse of
superior position, subcontract
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