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The Function of Asset Revaluation System during the High-growth Economy
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Abstract : This paper analyzes the asset revaluation system to clarify the function of accounting
system in the process of pursuing economic development. The asset revaluation system was
abolished during the financial crisis in Korea, because of the criticism that the system did not meet
international standards. Although the system was superseded, it had applied for 40 years. This
paper focuses on the factors how the sub-global-standard system could last for 40 years and tries to
find out the reason for that.

As a result of the consideration, this paper finds out the asset revaluation system was established
in order for its three functions as follows:

(1) Mitigating the effect of high inflation on financial statements: During pursuing economic
development the Korean economy was experiencing the continuous and chronic high inflation.
The system was applied to supplement the shortcomings of cost accounting in the high inflated
economy, by expenses reflecting the price increase and eliminating the fictitious profits.

(2) Supplementing the shortage of capital: During the period of high economic growth, the Korean
government made economic plans and needed companies to implement the plans. However, being
suffered for the shortage of capital, the government intended to encourage companies to invest
into facilities with the internal reserves extracted by the asset revaluation (i.e. the self-financing
effect).

(3) Lowering the high leverage ratio: In 1960s and 1970s, the capital market did not develop
enough to fund, so Korean firms had to procure capital from the bank. The revaluation system

contributed to lower the leverage ratio by incorporating revaluation reserve fund into equity

capital.
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BfEpl (1) 25 (3) £TI1REHIHO&FHLA
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B, FRRFA S HE I 1% 00 3 B AR IR SR 0 B 7€ 1350
FA S NS0 2% E &N s, ZhISH L TR
S RHMIRZ & 25B0MF ESTBE Y, 2H 5501
COBRE IR ERZ D 2 VAR EOBIEIZH
ERVEBETH D, LirL, FEZE U THEFHHESE
FEIZ U % i A AT _EAHS0H 2 W 2 % INAR50H A5
bEEE LTRrEENET 5. T5 8, HIREMH
FAZ BT B TR AL 72 45013 58 Lo & LT3l
o 72BLES0MIC X o THEMNTF SN, TOMY IZB W
THAEMERZ - ZACEAR L 25,

2-2 BHEEEOBEFEACLIEXRRAEOHEKX

HIHTI, WA O SFHLH 2 8 U TR
(2B THERFAMAR AR IS B 5 & 20
L7z LU, MMl S8 pEICIE S S I IREHIE

g, $hbbIH, MXBIVOUARRELGINS
(72720, 19844EDIBRIZ B EDO A EXTH L L
1983412 H 31 H BLRT LU L 72 JEEHIE R oW T
(L1984 DIFE 1 IS B> CHEHB O E % A2 L72) o
FAEFVEE PE O FFHMNIC X 2 HOBEAROHA X, HiHE
D X ) IAMEE % 8 U CRFIICE BT 5 2 &8
TERV, TOMRYITBWT, FHIHIRE L &0 EARM
AFEHEDEHEOXFBE LOBIEISHE S, M
BRI oD 2L b 255 HIEER
2 & O F, KT TG AT 1) L o W B iR 2R
DWCIHEHEEEZ FOTELT LI L LT 5,
HARWIZIE, DTF2o0ZERNEMATERET 5. 1
O, EHAEMNGEREFABFOF P NT Y AIZX DR
BOWKTH B, b9 121, HiFMiE L&D LI
X BHARATREFOWH L I X 2B E&MERD
WRTHL, £3, EHEEFGERANGZEZET S
BUCHIR E 2 2 DI, Bl EAEB X OHRER S
OWERRTH 5o T E SO EEEEOREEED
HOBEARICE20D0%00, FLIMABRICILSD
DEDOPIE o TREFFRFICHT 2 Z 81358 % 5,
B 2 IZHENC B 2 WEEO FEREREL R LT
Who 19764E 7% 519964F F T F i 3 13300%18 12
EEFESTBY, o, FWIHEOEEIH12200%%
MBRICHER L Cwa s, M@EMEDN ORI,
MWANEARZBIEL L CHEEEELMEL TW2Z &Y
MR TE 2, 22T, Yili EAFEOREWEFIZBWT
MNERE D Z LU 2 EBEFSZ ZRT
BUFEENEL B, S 512, BREF MBI (248 514
i 28 B 28 % RGN T 2 b D TH o7z, L7z
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EWHEICE L2 EHEORAFHRIZOVT O EET S
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MFz2 BEHESROEIEREERR (HEAZ < %)

1966 1976 1986 1996 1999 2006
B 139.2 115.7 101.0 91.9 92.0 120.5
ek 101.7 205.2 223.9 237.0 202.3 115.8
AftR 117.7 364.6 350.9 317.1 214.7 98.9

(T8) 19774 £ TI3A FEEAT A X2 RN, 19784 LU EIBLT i ABLH & 43 % b R

RER R 2 3R

() SEEZREER — 7 vy A4 & (EESAT TRIEREI D) X0 1E.
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i) BE D BOR A EHIG 2 3 A 725y [1971] T2k D
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BTN EAR D & FE L 72 BE G A Ol (X
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(GHBOE2H) BLOAZRET A LICLoTHE
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M(-Darn =1 (-1 (-

+4,(1-5 -9 *1)

722l EHAEERERCL S,

B, AUIEEVE O IS E Al
L3 M BFE ORISR TORIMMAEAR,
nOS AR,k OdRRAE,
PRI E R, 9 R —WiE T %o

S50z, FEHCHIPER I L TR (1971) (8
H) i R1EB3 24, (1-5) 2 AR E 5T
B L 2T Y R 2R Ax1S, Ly (1-5) & 24
BHRMA D720 1M ) ATV B MALAZ RS Ly
2. (U+p) % JEBHITE R B O M % 75 (1 +p)
ISR T, U Wb B R R & (AR
BOWKE FROK20 LI TR LI, Lo, A
Tl BOEROUAMILO70IZ, p=p'ThD LI
L7z kT, X223 ICLHITBIET L, THITE
D, BEEELEOIML K1 X3 EAETR
DEHITEFTIENTE 5,

Ay(1+p ) =L+ Lg+ A, — 9) (#x2)

A(1+p) =L+ Lg+A4,(p—9g) X 3)

A

- e -5

+{%(1—§)+AA(p—g) (#4)

WM 2 FET 52 LIk o T, BEREDH
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~BFS 27 5, WAL & > TR0 BB
BAL, HOEAD S 5IHRT 2 2 L% 2,
Wiz, 20 HOBINTSH B FRHIROE & Ak 12 X 2
HAATRIEBOME 215 V2R EMEOTA
ZOVTERET 50 METHEICB BT
B, WAS SO A0 LS 245 (1984
FYIE), A (1995FYIE) ~HMSRTE2, F
wbb, BTSN HRHIEED 15 4153 T
PR 5 ORI E 250 b L, HEHFEDY)
DRI B NARAOTIEAE CHESMEL, 2% M
A FOHBEEREE T T2 LE ). 2L
T, WFOSM R I # TS U, X5 0 ROM
BED A& L LTEHIHMZLTON S,

o] BO-ener | s

{a(1-9+4to-9

7272L, P>9THDHERET S,
kb, x I, EETRERGEE.
FRAPGEEE, 19834FE F T8 1,
19844EH 519944 F TH' 2,
19954ELIREDS 4 TH 5 -

9 L7z [EREFRHE— Rl 22 O~ E A D
AR — [ E EHEAN OB BT RHI] O R3EATE A
BRY % (i e IUE, R iIcid,

[ (1) o+ s (1-3) + 4] -]
+(—xp) HAT 2 EHPEENRICERSIND
CLIZBBDTHD, ME1THRELALLHIC, HE
D 19704F-19804F A A2 1X 104 [H] T W fiffi A¥300% DL E 1= 5
LTz 29 L72RRFICBWT, & PEF P61
WAL EOBIEICE YT 5T, BREOMH



ZHLETMHMABEREZ S HICHET LI LICL-T, #
HIFEREZ Mo 72RO BB OILRA~EBR L 72 & fif S
b

DLk, e P REA ] BE O M B R R IO W TE R &
110720 HREMAHBHIEE I, FEFBOR 2 HEE 5 284
TH LA 2 AORE G 5 xE 2 ) LRI,
FEFBOROHNT-TH B RFEO W HHEEOE(LS X
OCEAEROBLE D OEEAT R KFHIETH - 72
ZENMER I NI,

NV ZEHEELTOEEER

B £ T, ERHEMHEFIEO HWE X 02 O R %
E DM % i U TR B AR I BT 2 [FHIE D
DB X OEENIOWTHERL, TORR, GiE
PP B B X L 22 HI 2 R T X 72 L RHili S h
7z (B3t [1994] @ &£ [1998]) 7272L 22T,
[ B RMEZ BRI L) ETHLEI, &R
MeHMZHEL, D, TOHWZERT 57200
TFEREHEREIGERLOOTHL2ASLwoT, TR
SNTAERDPORIHEOND LENEL BV, TES
NTHERZ /D 720121E, ThEWRRICT 25 BINS
DA R E 2 B ] (BIF [1997] 17H) &
IRICHBETDRLEND L. Tbb, [HFEIIEMT
DAFAE] &) WTRETEDO M 2> 5 b W %2 £ 55 %
ZEDVRDODLENDLDTH %o

DM Tid, #ENC B CE R EHIiH BEAE A L,
TREINTERDP R ONT [HBIENE] o128 L
T, [¥EeREZN—2 L L-REMHRBEERN ] (#H
[2000] 100H) M %2 ST THETT %,

1 SEHREERE L TOESRHE

KRMHEOKER D 12& LT, [RESROE
BTN EBELHBREATLI—KL— b - HNF
YADH Y )] (- [2000] 100H) 2EF 5N 5,
X512, [REORBFICL > TIVEELERE RS
DL, ) BERBEBEIHREEIT) O, GREET
IO EVIFET] (I [2000] 103H) H5 &S
Nbo MFE 31, 19754E 7% 520054F F TOMERED
HaERRNOLEER L Tnd, ThzeilbE,
FESVIREE DS o 7219754 & SRIERE OB D b K
& 7o 7219984F % B H X SR 2 5 O A& 0E &
13E4230%4 H50% DM A MR L CTH Y, BHEMRFED
FEABERMFIGEEITISITTH - 722 Lok

HTE 5%,

HEETIE, 1954481218 SN72HUTEICD & D& Y
TOVEAT - BT - T - BERGESUT - H—
HUATD 5 KERHI ST E SRR & L TRz 3T
Wiz, LA L, EHBOEOB . (19614F) DIk, [4:
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EEARE SN ik ), BUfFd 5 KEBHH
ITOWRKKEL 2D, FATONFHECREHEL EiBT
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X5y 1975 1985 1995 1998 2005
PiifYEd: 184 375  8L6 537 507
RS (382 (3290 (27.9) (A475)  (40.9)
L[
| I

609 (656 (711D (1449 (553

AL QLD 467)  (318) (A566)  (305)
Pt 09 (134 (153 (1639 (7.9
L Mt 76 65 (1449 (482 (199
CESNEE @27 6D 62 (A154) (14
o (477 (28.1)  (324) (A40.1)  (40.5)
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DI2DDRFT— I BEREIND. (b, ) MWBR
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&4 BEFEHIGIFALSEEOREEIMKERAELE L) (B %)
Rt - 2

wE s emben  asa o0 S EA sEA
1965 55.3 8.5 6.6 9.0 204 0.2
1975 139 8.1 6.3 17.7 52.9 1.0
1985 0.4 7.1 74 30.0 52.5 2.6
R B G T gEAs BA AMEA
1995 8.0 (1.9 12.0 (0.2) 20.0 (0.7 13.4 (4.9 36.4 (4.6) 10.1
2004 6.4 (0.1 10.6 (1.2) 8.4 (3.0) 19.0 (7.0) 342 (4.6) 22.0
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BliER1 w42 -—~X—-XEZEGDPOH#RE
(BRI - kT + )

1960 1970 1980 1990 2000 2010

*M1 0.02 0.3 4.8 44.1 196.7 4278

**M2 0.03 0.8 131 1456 707.7  1,660.5
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FEBA
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N5 34% 28% 22%

15%~25% | 20%~35%
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