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‘Small Business_among Koreans in Los Angeles, by lIdna Bonacich;

°

Ivan Light, and Charles Choy Woné.

<

» In 1965, the Immigration and Naturallzatlon Act was paséed
abolishing dlscrlmlnatory quotas based on natlonal origins, An
unant1c1patéd.consequence of the new law has been a sharp rise
in immigration from Asia (Boyd, 1974). Aftér“a three-year phase-

~out of the old system, Asian immigration jumped to.fwenty percent
of the total in 1969, and by 1974 comprlbed one—thlrd of all
entering immigrants, The total number of Asian immigrants %o
enter the country in the ten year perlqd (1965 74) was 8}2 453
(U.S. Department of Justice, 1974: Lable 14),

. As a result, a virtually new ethnic minority has emerged:
the Koreans; Prior to the change in law thére'were‘a few thousand
.Koreans scattered around the country. Now.théy are comlng in at.

~a-rate of over 20, OOO per annun, maklng them the tblrd largest -
entering group, follow1ng Mexicans and Pilipinos. It is now
estimated that there @re«about 270,000 Koreans in the United
States'(Yu,'1976). Los Angcleé has the largest concentration,

~ with épprdximately.?0,000, énd is cohsidered to be the‘Korean;‘
centeflof the country. |

Asians who came.to 'the U.S. prior to 1924, when immigration

was effectively cut off, showed an unusual propen31ty to enter

' small business (nght 1972). The new immigration from Korea and

i\\\\\\\SEhe Asian countrles,ls very different from the old in two im-

portanf ways< Pirst, the ‘immigrants are no 10nger an uneducated

peasantry. Indeed \thevmedian school yearé*completed is hipheﬁ .

for Koreans than the U.S; population as a whole (U.S. Denartment
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T of Hiir, 1974:138);'and'manymxaféaﬁé‘éntei with professional
training. |
Secohd, the.contexf into which the,immigrants are moving
. has changed &ramatically since 1924, The U.S. economy has been
tpansfgrmea from one in which there was considerable small
business and self.employmént,nto a highly centralized aZonomy
with a small number of owners of large amounts of caﬁital. The
" vast majority of the population has.bag6me waga earners (Special
“_Task Force to the Secretary of Hdw 1973%:21). Centrallzation
v\rhas been accompanied by increasing efficienéy. Technology,has.
been introduced. in many ﬁhasas of production and distribution,
.increasing apeed and reducing error. Scientific.management has
led to greater control over the work process (Brarérman,.l974),
Vertical integration, linking the production and distrigution
- process under onaﬁcarporate umbrella, has increased the reliability
of supply and ellminated the middleman, As a result, costs have
been cut, seeming to undermine the viability of amall businéss.
Despite’theSe forces; Korean immigrants show a marked pro- .
pen31ty to enter small business., It is the purpose of this paper
to descrlbe the character of small business among Koreans in
Los Angeles, to examine the means by which Koreans are able to
enter small busihess in an édanomy which clearly is ﬁbving'in
the onp031to d1rect10n, and finally, to consider why it is that

1mm1grant small bu31ness should’ ilourlsn withkin monopoly capltallsm.

-~

The Character of: Korean Bu31ness : e

e —————

e T

The 1975 D1rectory of th* Kor an Association of Southern”

California lists .over 1,300 "&1rms." Some of these (47 alumni
3 . | \
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"assooiations, 7? churohes;dand lOO.non—profit assoodati are
not, strictly speaking, businesses, though. in some. cgses, as in
thevminister“of an indeuendent churoh, the job resembles self
‘employment. Even if we eliminate these marginel cases, the direot—
ory lists over l,OOO\pusinesses; and it is incomplete, Indeed the
_ Korean Association plans a new, more complete directery which they |

expect will- include another 1,000 businesses.. A vernacular news-

paper, Dong-a=Ilbo (10/28/75) notes that many Koreans are not
;articrpating in the directories and estinates the true number
. 0f Korean businesses at 4,000, And the figure is oonstantly in-
creaslng. "Hardly a week goes by without the ‘'grand opening' of
a new store-front with hangul. (Korean alphabet) signgy proclalmlng
grocery stores, restaurants, barbers, hamburger stands, gas sta-
tlons, or other small business" (Subcomittee on uqual Opportunltles,
1974 183). |
nlthouéh there—are clearly "many" Korean businesses in Los
Anéeles, are Koreans more likely than others to enter small pusi-
ness? Using the 1970 census estlmate of 4.4 Koreans per household'
(U.S. Bureau of” uensus, 1973: l80), a pOpulatlon of 70,000 would
» Icean there are about 16,000 households in the communlty. If the ;
estimate of 4,000 businesses is correct, then about 25 percent ofy
Korean families are in business for themselves. For the U.S. as a -
whole, in 1975, elght Dercent of males 16 years or over (a rough
estimate of heads of households), not engaged in aprlculture, were
self. emnloyed (U 3. Bureau of uensus, 1974 Table 567).
Korean bu51ness concentrates in certaln lines, such as whole-

saling, retalllng, service "shops" (e.ge, barber shops and restaur-

4
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. acain- resembles labor con,ractlng. On the whole Koreans avoid

1 ‘ : . -\.\\
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ants), and the 1ndependent profe331ons. Koreanq tend to work in

"middleman". occupatlons, moblllzlng resources to prov1de a servige

AN /

.to a client whlcb the cllent mlght have prov1ded for him- or her-.~

1

elf Por example, Korean malntenance companies prov1de Janltorlal

‘serv1ces to large offlce bulldlngs, not unlike labor contractors

of old Or real estate- agents speclallze in locating bu31nesses

NS

aroung the city for Koreans to purchase. There is some light

'manufacturing,.especially‘garment industry subcontracting, in

which the enterprise takes on one small..part of the production

process, sewing, and which K from the entrepreneur S perspectlve

~

manufacturing or heavy industry. MOre generally, they avoid con-
cerns which tie up capital, preferlng more liquidable lines,

The 31ngle most populalr line, untll very recentlv, was the

‘'wig business. One - hundred and forty are\llsted in the dlrectory

\ - .
and we were told the- real flgure is more}| llke 200 about 50 of

" which are importers and wholesalers to Korean reuallers. Even ~--

more " 1mpre331ve, as of m1d—l975, 90 to 95 percent of all wig
shops_ln the city were owned by Koreans. ‘The group "monopoly"
rests, in part, on the,fact that, since wig production shifted

from relyin& mainl§>on¥natural hair to synthetics,tKorea has come ,
to produce 70 percent of the world s w1gs. Other popular bu31nesses

1nclude gas statlons (134, llsted 1n the d1rectory), grocery stores

.(107), restaurants (78), and llquor stores (22 but believed to be

severely undercounted).
Desplte self emnloyment Korean bu31nesses are not- all inde-

pendent. A number,‘such as gas stations and some restaurants G-I

5 N,
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namburger stends) are franchlsed from larger corporatlons. ‘Simi-
larly, 1nsuranee agencles (52 llsted) may be branches of larger‘
companies.. ‘°_ \ h

+ " Korean flrms are small., One 1nd1catlon of small s1ze 1s “the "\
buslness census (U.S. Bureau of Census, 1972: Tahles 2.and 4), wh1ch1
enumerated l 201 Korean bus1nesses in the nation and 598 in Los
Angeles. Mean gross receipts ‘were found to be $54,820 per year,
and 79 percent of Korean firms reported no pa1d employees, In
add1t10n, in a study of 278 Korean bus1nesses 1n the Olymplc area
"(the area of highest concentratlon of Koreans in Los Angeles), |
« ‘Klm (1975:40) ‘found that'95,percent had ten employees or less,
68 percent had total assets of less than 350 OOO, and 47 percent
total assets of less than $20,000. ' | '
‘Q» ‘ ) Although Korean bus1ness is mainly small, thére are some ex-
ceptlons, especlally among tradlng companies, import-export estab-v

lu

'\f“Pf'“llshments, and wholesale firms,"e.g., Kim“(197) :36) “found tyo
v‘such flrms with assets over $1,000,000, Even so, the firm 1tself
fcan stlll be- small Ne 1nterv1ewed one clothlng 1mporter ‘who had

rece1ved over $3,000, OOO 1n bank loans and claimed an annual sales
volume 01 $10, 000 ,000, Nonetheless his offlces were small and he’
employed only two or three workers, Actlng as a middleman - between f
‘big, corporate producers in Korea, and large retailers here, his
. firm was stlll-a "small bus1ness.9' |

A Koreans make up a slgnlflcant portﬂon of ‘the clientele of’
.Korean bus1nesses.pK1m (1975 30-31) estimated that sllghtly over
-half of the customers of Korean bus1nesses in the Olymplc \area

were Korean, which is not surprlslng:s1nce the Olympic arealls
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also the ceq&er of forean residence. But there is some vaéiation

! .
in clientel# by 1inejof business.'Restaurants and grocery stores

3t + ‘cater more to Koreans- gas stations, 11quor stores and /wig shOps,‘
Y , to non~Koreang, hntrepreneurs often change the ethnlcity of the1r

, - /

v customers, as they sw1tch for eyample, from gas stations to gro-

/

cery stores, or from grocery stores to liquor etoreé. These shlfts

occur falrly frequently, suggesting that a Korean cllentele is

9 .
not essential,

- L We found some- ev1dence that Korean firms y ich do not serv1ce
N other Koreans tend to have a dlsproportlonately large 1ow—1ncome

S

mlnorlty cllentele. Korean~owned wig and 11quor stores, in partl-

cular, 1ocate in black and Chicano areas. Having a poor mlnority
(and perhaps poor white) clientele sugbesé;th%t'Koreans may be
playihg a "middleman minority" role, actlng as a commerc1a1 and -
erv1ce class to the poorer strata of society, and bearlng the
untfofwthe1r~hostriIty:”“"“ TR f e
In sum, Korean entrepreneurs concentrate heavily in trade

and service rather than in the prod ction of commodltles. Thelr
/

bus1nesses are small' in s1ze and relv little on wage labor, And
- their. cllentele is not confined to the ethnlc communlty. These“

h;racterlstlcs suegest that Koreans are becoming é "mlddleman

a

. min r1ty (Bouac1ch 1973). They serve ‘as an examﬁie of the

™. role of middleman minorities 1n advancei capltallsm.‘
_ Py
v P
. How orean 3usiness is Established

\ ,/
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Korean 1mm1grants are hlgnry caucated but informants assured

us thpt they do not have svecific *uslness skllls when they arrlve.K

In th\s respect, they do not differ from pre-1924 isian 1mm1grants

v 7 .

.'/
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‘of the geasant class,’ arthough the1r 11te“acy admlttedly glves
them an enorfous advantage in acquiring the tax, accountlng, and

marketlng skills they need. Early Asiar Amerlcan communrmles
- N \
- relled upon’ thrlft and hard. work, and communal cooperathn to

‘ LY

\
prov1de a competitive edge for their bus1ness enterprlses\ The

i \"
,KoreaPs use these and some new methods too._ » |

Thrift and Hard ﬂork Koreans are thrlfty and they bgrk long

L /
\ hours. These oua11t1es create a slgnwflcant portlon of- the capital

they'lnvest 1n the1r bus1nesses. Some Koreans do arr1ve w1th

buslqess caoltal in hand, desp1te government restr1ct10ns dn the
amount they can take out, One method 1s to smuggle out capital in
: | \ .
Vlolatlonﬂoz\the law, Other Koreans enter the U.S. after worklng
in West/Germany o) South Vletnam, and hav1ng amassed some cap1ta1
theré JOur 1nformants 1ns1st however, that the most common pat-
tern 1s to.arrlve with 11tt1e, and by d1nt of strict economy, to
> ... sav iﬁlo 000_or $20,000.. for investment.in a. small- bu51ness. Korean
| 'women typlcally ‘work 1n garment factorles, while their husbands
t?may carry two jobs such as gas statlon attendant and Janltor, Uaé;su
in these occupatlons are 1ow, SO saV1ng is hard An aspiring ehtre-
preneur must make conslderable sacrifices. to get started,’
A Korean wage-earnlng famlly is likely to work more hours
than the aVerage Amerlcan wage-earnlng famllv. Long hours continue
once the bus1ness has opened. Korean bus1nesses stay open 12~ 16
'.hours and on. deekends and holidays. They maite wush use of unpald
/ ‘.’ family 1abor. In addltlon, a business sometimes recelves help in

_the form of babyslttlng by a grandmother, either here or in Korea.

 'The 1mm1grants_work so hard that their health suffers. "According

.; 8 et cr
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to a report made hy/the Korean Joctors oAssoclatlon in Southern

,.

ballfornia, most 0f the 1mm1grants ave n°g1ect1ng the1r health A\
tdn the mxdst ol struggle for surW1val in tHe new land" (The New
/

Korea 9, 5/6/75)0

e - - Communal Resources. Koreans form a hlghly organlzed community,

— “

There are numerous aséoclatlons wnlch form h1erarch1es and overlap. ’
, levry and otull (1975: 34—5) report nine out of ten Koreans belong |
to at least one organlzatlon, and most to more than one+ Our data
~ indicete that the Korean communlty has- four times as many voluntary

: assoclatlons, per capita, as the rest of Los Angeles county. At

| California, w1uh“a-membersh1p of about 5 OOO famllies, and coord1n~
ating 50 constltuent groups. nspeclally important from the view-
501nt of bu51ness development, are occupatlonal and trade assocla-
tlons. mhere are at least 22 of theee, including such orgDnlzatlons
as the Korea Hair r’roducu 1SSOClatlon of America or the Korean
\Food 1ssoc1at10n of Southern Callfornla.

\uommunlty assoclatlons\grease the wheels of Korean buslness..’

“ven nhurches, alumnl clubs, and other formally non-eco cmicy
grouplngs, llnk the1r members to the Korean subeconomy by brlnglng
people together and provldlng’chalns of communication, They also
channel and control mot1vat10n, encouraglng memoers to honor thelr
personal and bu31neSs commltments within the communlty. The hlgh
VlSlbﬁllty of each 1nd1v1dual due to mult1ple membershlps enhances

l soelal control hence that priceless resource trust,

,/i;) . ' Phe communlty is able to generate and d1str1bute geveral

resources more eff;clently and cheaply than are members of the . J

amorphous surroundlng soclety.,For example, through the institution
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cradity ,called gae ‘among the Koreans (T rry and Stull

1975 7 2, ) tlclpants are able to generate int. reatnfree capltal.

v Another example the practice of labor paternalisa. freference\

o1

1s gyven to:a member of the ethnlc group in h1r1ng; but work E.

cond}tlons are poory the hours long, pay low and 1rregular andb W

membershlp in unions not contemplated Arert ‘hom the éharantee f
(IS & . 5 /

of a job, the worker receives paternsligtic treatment, 1nclud1ng
on-the-aob tra1n1ng'w1th a v1ew to. settang up a buslness of his.

own, In exchan%f _the employer ootnlns a rellable, loyal, and >

cheap worker.
. 4___:__‘ . ;
: S pre-war Asian communities, Landsmann patronized Landsmann,
. « oni
q-rece1v1ng in return a lower pr1ce or easier credit arrangement ‘ '

3

¢ - >

Koreans .say they do -not favor one another in walk-in trade, How-
ever; 1ndirect channels'provide some economic‘hdvantagcs for
" Korean cllents. by "speclals“ advertlsed in the vernacular press,

and by referrals coupled w1thka discount. through commun1ty—organi-~~w~

L
a -

zatlons. S "

The_ﬁorean_language press makes.a tital contributionvto the
- circulation'ofnoccupationally'relevant'info;mation.hLos Angeles
now has four Yorean daily newspapers and two weeklles. In add1tlon,
“lecal television statlons broadcast four hours of Koreanpprogram—
mlng each week. Busxness and community 1nst1tutlons are also
man1festly 1nte1ested in helplng Koreans f1nd answers to their
bu31ness problems. “he Korean Chamber of Commerce, for example,
organlaes lecture series and clasqes in Dusiness, accountlng, and

tax law. The A31an Community Serv1ce Center operates a Korean

"notllne" whlch offered counsellng to 71 Korean bu31nesses in
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- 1974 (The New Aorea, 12/26/74). The amount of” bus1ness-related
'1nformat10n generated‘ln the Korean communlty far ekceeas that

/g{'awallable to the average Tos Angeleno, As one source states: "One

‘¢

'y

of the 1ron1es of our °‘stcm is that—for all our Verbal. commltment
to the Amerlc n Drea* g seliom téach our youth. the basic know-
ledge the% anyone wUuld need.. wh? wanted to‘go 1nto -business for
.hlmself... Knowledgc about self-employment in. this country is

. quite a well kept secret"-(SDeclal Task Force to the Secretary

.. of HEW, 1973: 147).>Not so for the Koreans.

- _
The ab111ty of the Korean community to moblllze 1ts own . re-

- ..I

”sources is 1mpress1fe. Hovever there is another, less rosey, s1de.:»

" to the chture. Not ‘only does the communlty "help its own-" it'
"exp101ts" them. Theére ig a flowerlng of adaustment serv1ces, such -

- as buslness or immigration consultants, whose living depends/pn '

4

) 3
: the problems and aspi ratlons of- newly arrived countrymen. There

:,.q.' 1s -8 tendency to charge fees for alliserv1c°s. The labor. contractoxL_

e et e e e e S et e s e

. ~ takes advantage of the as fficult c1rcumstances of: new 1mm1grants‘
to turn a good proflt. Indeed ‘the useuof unpald famlly labdr, or
noneunlon low-wage workers, 1s a form of exploltatlon. ln general
older 1mm1grants climb- up the econcmlc ladder on the backs of

;o "‘~newer 1mm1grants. a prevalent practlce among pre-1924 EurOpean

/ immlgrants in the east. It is & system that. works to everyone S

advantage so long as Immlgratlon contlnues.,Should the influx from .

Korea suddenly be curta11ed however, the latest arr1va1s cou1d

be trapped t the.bottom of the economic ladder., = v
l .

T Non-Communal Resources. Un11ke earller Asian 1mm1grants,

!

. Koreans are determined to get "full value" in serv1ces\for the

o “ . o o
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tax dollars they pays, and they are not. reluctant to mobilize their
1§

political resourcés to this end., Korean bu51nessmen and women 4o

T,

nbt only rely‘on their own or friends' savings for financing, ‘some

—turn to the. Small Business Administration. Between 1971 and 1974
~—

‘Koreans received IOl/SBA loans totaling $10,382,750 (Kim, 1975: 42).

-The Korean community helps members +ap non—communal resources.
Community organizations and the Korean press direct people to pub—

o)
lic«agencies, stuch as the Office of Minority Eusiness Enterprise,
the Asian American Natlonal Business nlliance4 and the Interracial
£ _ Sm

“ L
~

. Council for Business Opportunity.
+ © The community trieq to gein access to government offlcials ‘to

make “sure their needs are met._They pressured the Los nngeles

3

- “Police Department into doubling the police protection 1n the,Olym—4
' pic area. They 1nduc°d the mayor to appoint a Korean aide to act
as a 11aison with the community (The liew Korea, 5/22/75). The

ethnic press encourages readers to wote and to v1s1t their con-

gressmed’xf they”ﬁappen'to'ﬁe im ﬂashington, D.TC.

4

Korean Government. nother resource Korean 1mm1grants can

Jse, whioh -was not available to earlier Asian 1mmigrants, is aid
from their home government The oouth Korean gove.mment encoura?es_'
_emigrationww1th the 1dea of:sending its less wealthy elements
overseas and_helpiné them.tduget_rich there.:The government_helps
\local‘businesses.in at least;twofmays, First, it aidsgin training
and dissemination of\iniormation°‘some of the classes in entre--
preneurship run by the Korean Association are taught by v1s1ting
dignitaries. oecond, and more 1mportant, it helps to prov:de

caﬂital. There are now two Korean banks in Los Anreles' the Korea

S -
712
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fxchange Bank (specializing in international trade) and the Korea

Sxchange Bank-of California (which is more.concerned with local-

T

- oriﬁ\ted buSlneSs).

Korea benef;tsm;romltheﬂdevelopment of local business because

it helps to establish export cutlets. The Korea ozxchange Bank,

which deals maialy with local importers of Korean products, has
an =nnual loan volume of $100,000,000. Two lines of export are

of . especial importance: hair products and clothing. As we have

: N
\seen, Korea produces most of the world's w1gs. Their dom1nant

posltlon depends on the use of cheap female labor" whlch is paid
ahout 50, OOO won’ (3100) per month. "Vertlcalﬁlntegratlon" is preva=~
lent in that Korean 1mporters use local Korean small bus1nesses
us their chleg reta11 outlets.

The scale of clotnlng 1mportatlon is much larger and of far

areater potentlal 1mportance° Accordlng to a number of sources,

the Los ingeles garment 1ndustry is now controlled by Jews, but

. Koreans are starting to make a- crack in the edifice. Although there

,{ is some - local manufacture, the'Jews depend on 1mport1ng-from "cheap

labor" countrles such as ar321l and Talwan. As yet they do not
lmport from Korea, leaving that trade to Koreana. Ahout 30 percent
of the clothlng 1mported to the U.S. now comes irom Korea. Unlike
the yig‘business, the major outlets are not Korean_small-shops,
but large volume Jewishfowned;retadlers with multi-million ‘dollar
annual sales. o |

mhe Jocal Korean press plays & role in Korea s efforts to.

establish exports. Three of the local papers are wversions of

. .. J . .
Seoul newspapers, with a section changed to provide local news

’ . ; 1.3 ‘ . N
e : T i \
" . B . \ L
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and advertising. In turn the Seoul papers are sponsored by major
corporations and conglomerates in Korea. The Los Angeles versions
are shlpped back and distributed to the corporate executlves who
learn of commercial possibilities here, According to a local news-
paper editor, the press-hereLplays the role ofn”an eye .on the U.S.
economy, " ,/// o o o P
Another benefit to Korea in aiding 1ocalvbusine§s is the
sending back of remittances to families in theihomelend. The Korea |
Exchange Bank handles-moét of these, and_reports.tnat'it sends”
‘back about sslooo 000 per annum, o
i It should be noted that the Korean government s activities
in the local communlty are not all viewed in a p031t1ve llght.
There is considerable iegative sentiment towaﬂés the Park.regime,:
nhiéh is not surprising since a number of logai Koreans e@igratedT
for political reasons. Some of the newspapers are vocifeponsly
£ anti-Park. Thus thevcommunityéis divided over the'government's

~intrusion.,

“hy Koreans Sngage in Small 3Business | |
: -The most freqnentuneason Koreans adtance for the prolifenation
of small business among them is the 1ack‘ofEaQequate alternatives
©in wage”and_éalary emplojment. They fate discnimination in the
job market, for example, many professionais are'nnable to obtain

state licenses to\practice theirvspecialty (California Advisory

Mt

Ceumittee, 1975). Educated 1mmlgrants are forced: to work as gas
station attendants, janltors, sew1ng machine operators, nurses
aides, and lab technicians. In the face of such unattractive

alternatives, self employment becomes appealing.

| B | 14,
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- l second commonly articulated feason concerns the immigration
process itse}f. Establishing a small business is one wayéfor some-
one on a temporery visa to become a pefmanent resident. The Immi-
gration and Naturalization Service will adjust the stétus;of
persOns7Who are self employed on the assuﬁption they will contri-
bute to the U.Sa economy; ane established, the business can be’ |
used for sponsoring relatives, since assurance can be given that
they will be employed.

Both ol the above reasons imply that Koreans enter small

bn31ness against thelr wlll, or are so constrained that they have

- llttle choice. VWe questlon this, believing that many Koreans would

C

’ enter small bus1ness even if they had better job opportunities

"hland were not faced with 1mm1grat10n problems. Our doubt arlses ;

from anomalous,storles of well—establ;shed professlonals in Korea;
with a secure reputation and<large clientele; who throwfover their}
practice to come.to the U.S. and open a.resteunant. It seemsithatv
Korean immigrants see the U.S.'as e lend of economic oppo}tunity,

and small business"as a way to make money. For 1nstance, one of

~our” Lnformants;'an englneerlng student at UCLA who would not face

ilanguage or licensure problems 1f he went into englneerlng, still

plans to open a small business. As he sees it, there is a def1n1te
limit on his potential life-~time earnlngs as an eng1neer,~Wh11e
opportunities are limitless in-small business. Paradoxically,

-

Korean immigrants have bought the "American dream" while most

'natives (judging from the low and decfeasing level of self employ-

ment) have given ur on it. |

A possible' explanation. of the paradox concerns the level of

economic development in Korea as oompared to the U.S. Koreans

-
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”;,iéwlrmd,‘
come from an economy where small buslness is still. very much
a11ve. ‘That they asplre to enter it is, therefore, not surprlslng.
The fact that Korea is a poorer country than the U.S. also en-
courages thr1ft Koreans nay be willing to live for a while on a

- level an Amerlcan‘would consider low, but which does'not compare
vunfavorably with the Korean 1eve1_ofﬂliving. |

‘.We helieve there is truth to this expianation, yet & puzzle

" remains, rlven tnat the Korean aroroach, of thrift{ and gelf den1a1
works and proves thers are still opportunities for small bus1ness
within U.S. advanced capitalism, why do not Americans pursue the
same'path7 ”he answer, we'hypothesize, 1ies in a subtle issue of
cons01ousness. honopoly capltallsm has made. the Amerlcan people
1nto an army of wage and sala Ty workers who have, essentially glven
up onithe American dream._uhe reasonvls_not just resignation; they

- are unwilling t6 pay the costs of small business. How many Ameri-
cans would be-willing to keep a shop'open seven days a week, 15
‘hours a day? The fact 1s, the Amerlcan worklng class has fought

ullong and hard for a comfortable ‘and secure life. . They value leisure

'tlme and the right not to.have to work too hard»for 1ong.hours.

FThey value job security and the comfort of not having to worry

about the job foldlng. Needless to say, not all Amerlcan workers

have attalned these goals, tut we ‘would contend. that even the un—'
employed in the ghetto share them (Bonacich, 1976), preferring an
eight-hour-a;day job with reasonable pay and frinpe henefits, to
~J the rlsky and- hard-working 1life of the small entrepreneur. For

o Koreans, in contrast hard work, long hours, thrlft taking econo-
mlC;rlSkS (admlttedly minimized by communal squort) are not:yet

\ o O 1e
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alien, since'korea has not experienced -a labor movement on a B
scale remotely approaching the American, | '

Let us now consider the larger system within. which Korean
smzil bu51ness operates. Are there any Porces within U.S. monopply
capﬁtallsm whlcn enccurage Koreans'uo enter small business? Three
pOSSlbllltlﬁS present themselves, The first is that the "system"
helps to create Korean small buslness. It uses Koreans to play

rele

a middleman mlnorlty to the masses, especlally 1ow-1ncome,m1nor1— "

ties, helping to d1str1bu+e corporate products, and bearyng the

> brunt of hostlllty, crrme, and low proflts accrulng to reta11ers

»

~in poor areas. A number of p01nts support this 1nterpretat10n.

The. pollcles of the Immigration and ﬂaturallzatlon Service,. -8s we
have seen, help to pusn horeans 1nto small bus1ness, and the SBA
prov1des some .of the wherew1tha1 he 1argest number of SBA 1oans
to Aoreans (55 of 101) were glven~to l’quor stores (Klm, 1975:42),
whlch are- qulte llkely to operate in the ghetto or barrlo.

- agalnst this. 1nterpretatlon is the fact that Koreans help

hY

to dlstrlbute net only American, but also Korean corporate pro-

!

ducts. In the wig, varment and some food products 1ndustr1es,

they are at odds with locsl big buslness. Also, U.S. financial :
institutions do not unambiguously support mlddleman-type flrms. f
Jesnlte the large number of SBA 1oans to liquor ctores, Korean
garment manufacturers recelved much 1arger loans, averaglng

$450,000 compared to $86,000 for a 11quor store. (Kim. 1975:42-3),
olmllarly,‘prlvate banks favor manufacturlng'(fhe Wew Forea,
1/16/75), suggestlng that the middleman role is less than encouraged

by blp business.,
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T The second approach is to see monopoly capitalism-as less
active in ‘the development of Korean -business, The large corpora—
tions leave geps ‘in the economy wh1ch prove inefficient for them
to fill. The corner grocery store between two shopplng centers,
satisfying the demand for the occasslonal few 1tems needed between
weekly shopplngs or at odd hours, is a case in point. Slmllarly,l
- the ghetto and barrio, with high crime rates and credit. problems,'
may be deserted .by the corporatlons for more profltable locations,
In other words, the edlflce of ‘monopoly capitalism may be somewhat
porous, leaving niches which the enterprislng small businessman
can take advantage of, This view fits with “dual labor market
theory" (e.g., Gordon, 1972), which seos the\economy as divided’
into core and per1phera1 1ndustr1es. Korean buslness falls 1n the
N latter category. . |
Whether the_ gaps" in corporate domlnatlon w1ll remaln 15’
another questlon. Some would argue that they are technologlcally
determlned so. that it will never be efflclent for big capital to
:Ktake them over, We are 1nc11ned to belleve they are slgns of uneven‘
development, and w1ll 1nev1tably fall prey. to centrallz1ng pres~
1 _sures. The service 1ndustr1es are newer and less "advanced" in
their oryanlzatlon but sooner or later a few large corporatlons
will domlnate these too, Meanwhlle, Koreans help to flll the gaps
with small businesses which are able to run’ relatlvely cheaply.‘
Since they tend to keep pr1ces as low as poss1ble, Korean firms
make it harder for the big corporations to enter their f1elds,
:;and can be seen as a retardlng 1nfluence on Tthe total "monopolizd —l

I

:tion" of the economy, -

S - SR
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A th1rd interpr%tatlon is that Koreans actively create small
buslness nlches within monopoly capltallsm. This seems to be the
- casenln'a few_llnes—mnamely garment 1ndustry subcontracting and _
maintenance’ companies. In the garment industry, for example, sewlng
: could obv1ously be done in large factorles under assemblyhllne

conditions. That it- is subcontracted “to small sweatshops, Korean:\\“
N

N

.owned concerns being only one > example, suggests they are able to
produce-the ‘goods for less. ‘ v
Unlike retailing and service'shops, the garment factorj and
malntenance buslness have the' characteristic of using large labor
B pools, The firm owners are almost in the business of labor .con-
tractlng to the large corporatlons, except that thqy retaln some
control over the labor process.. The role of the Korean entrepreneur,
then, is to- help the corporatlons exp101t cheap 1mmlgrant laboc -
’whlch through paternallsm and communlty tles, is kept doclle and
non-unlonlzed The middleman-type flrm in th1s case plays a part
in creatlng a "spllt labor market" (Bonaclch 1972) by helplng to o

3 Pt e
keep the 1mm1grants as cheap 1abor. o

¢ 8 '

Coﬁclusion
. Twolquestlons relatlng to the future remain, Flrst what

will happen to Korean entrepreneurshlp if, as we predlct, monopoly~

"capltallsm contlnues to extend its influence into all niches of

‘the economy7 One, posslblllty is that the process will never be : -

complete, as new competitive lndustrlcs will always be emerging,

Another ig that Koreans W1‘l adapt by runnlng seni- independent '

;shops, such as franchises.
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The second question concerns the issue of race relatlons.

" Middleman m1nor1tres have been notorlously 1ll-rece1ved by the

"communltles in which they re31de. Thqyface antagonism from the1r

cllentele, bu31ness competltors, and organlzed labor. It is not
1mposslb1e that Koreans may face some of this, especlally 1f thelr

bu31nesses contlnue to expand at the current rate, and spread"

“all over the 01ty° At the moment the Koreans, are not all that

visible, but the day may come when .a new anti-Agian agitation .

‘surfaces in southern Callfornla.
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