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Introduction to South Korea

South Korea has achieved significant growth in recent decades.  Thirty years ago its Gross Domestic Product (GDP) was comparable to poorer countries.  Today its GDP is seven times India's and 13 times North Korea and is comparable to some of the lesser economies in the European Union.   The success is credited to a close relationship between government and business including:

· Direct credit

· Import restrictions

· Sponsorship of specific infant industries

· Strong labor effort

The model showed some serious weakness in 1997-1999 with the Asian financial crisis, which showed some high debt/equity ratios, massive foreign borrowing and an undisciplined financial sector.

Since 1999, South Korea has shown a turnaround.  Still working on the root causes for the previous downturn that include promoting specialization, debt-workout programs with creditor banks and continuation of market based reforms.

Brief History (Recent) of Korea

Japan, China and the Mongols have rule what is now Korea since the early 13th century.  The Japanese annexed Korea early in the 20th century and held on as harsh masters until the end of World War II. Deep anti-Japanese sentiment still lingers today from the treatment Koreans received from the conquering Japanese authority.
  

In 1945, the end of World War II, the Korean peninsula was partitioned at the 38th parallel.  TheUnion of Soviet Socialist Republic (USSR) occupied the North and the United States the South.  The South held elections and declared independence from the North.  Upon this news the North invaded thus beginning the Korean War.

The Korean War started in 1950 and runs until 1953 in which two million Koreans are killed.  It is important to note that no peace accord was ever signed and these two countries technically remain at war. The end of the Korean War resulted in two countries being formed with Syngman Rhee elected to run South Korea and Kim II-Sung became supreme leader of North Korea.
 

After a years of a semi-democracy, martial law was declared in 1972 in South Korea.  The next 15 years the government of South Korea waivered between democracy and repressive martial law leading to the all-time low in 1980 when 200 students were killed in the Kwangju massacre.

It was not until the late 1980s that the country hit a flash point.  Labor walkouts led by student demonstrations forced the government to hold democratic elections, freedom of the press and the release of political prisoners.

Elections were held in 1988 (the year Seoul held the Olympics) and another military figure, Roh Tae-woo, was elected to President.  In 1992 Kim Young-sam of the Democratic Liberal Party replaced Roh.  Kim's government is remembered for its corruption and Kim Young-sam himself was linked to amassive slush-fund scandal.  In 1997, South Korea economy is in trouble and requiring the International Monetary Fund to help bail it out.

In February 1998, Kim Dae Jung is elected president of South Korea.  Kim De Jung is a former dissident and the first time a non-conservative had headed South Korea.  Kim promised to introduce economic and democratic reforms and improve relations with North Korea.  By mid-1988 the South Korean economy began to shrink, something it had not done for 20 years due to the previous government's economic policies.  Rising bankruptcies and higher unemployment led to large-scale labor unrest.  Kim's policies have had a positive effect and have put the country and the economy on the upswing.  

Kim has created more neighborly relations with North Korea making a historic visit to shake the hand of the North Korea leader Kim Jong II in June of 2000.  As a sign of good fate Kim Dea Jung allowed for North Korea to arrange his security provisions.

Statistical and Cultural Aspects of South Korea

South Korea's full name is the Republic of Korea with an area of over 47,000 square miles.  It is a peninsula country located in the Sea of Japan surrounded by China and Japan.  The landscape is mostly green with mountains poking up throughout the country.  The population of South Korea is 45 million people with the capital of Seoul containing 12 million.  The language is Korean and the major religions are Shamanism, Buddhism, Confucianism and Christianity.

The GDP is $475 billion in US dollars and the average GDP per person is $10,550.  The inflation rate of South Korea is 4.4%.  Its major industries are machinery, transport, agriculture and textiles.  Its major trading partners are USA, Japan and Germany.

Korean society is based on the tenets of Confucianism, a system of ethics developed in China around 500 BC.  Confucianism is big on devotion and respect - for family, friends and those in positions of authority.  Also emphasized in Korean culture are justice, peace, education, reform and humanitarianism.  Confucianism shows up most in relations between people in business and in day to day life.

Reunification of North Korea and South Korea

Many experts believe that the reunification of North Korea and South Korea can be achieved more effectively if the lessons from the reunification of East Germany and West Germany are considered.

In February of 1993, the InterAction Council issued a report on the Conclusions and Recommendations by a High-level Expert Group on "The Lessons of German Unification Processes for Korea".  This report discussed the road to German Unification, the similarities and dissimilarities between the German and the Korean situation, possible reunification scenarios for Korea, how to organize the Korean transition and the need for international support.

Provided below are the key lesson learned from the German reunification:   

· Choice of right exchange rates is important in the transition, and critical to the unification process and future economic development

· The generous conversion terms of one to one and the formation of a common currency was found to be far to excessive

· It is not possible to leave everything to market forces

· Post-unification economic progress were hampered by the law and regulations governing the privatization of state-owned industries and assets

The similar and dissimilar issues between Germany and Korea are:

· Unification can be achieved in a democratic and peaceful way

· Unlike Korea, Germany has not fought a civil war

· North Korea even today is sealed off from the rest of the world

· Differences in the population was 1:4  east to west Germany while it is 1:2 for north to south Korea

· Significant differences in economic growth

· North Korea is suffering from a shortage of goods and it is believed that mass starvation may be occurring

· South Korea does not have the economic strength to bear the full cost of unification

The recommendations of the report are:

· Korea should avoid rushing or getting pressured into reunification with a gradual approach being the preferred method

· It is estimated that 8% of South Korea GDP would have to be transferred to the North for a 10 year period 

· Start with two currencies and a reasonable exchange rate and gradual work on creating one currency

· Land reform issues in North Korea need to be addressed

· Market forces will eventually create a productive economic structure in the North that will match the South

Recent Events

As mentioned earlier, Kim has created more neighborly relations with North Korea making a historic visit to North Korea in June of 2000.  Since then North Korea has sent an envoy to Seoul in September 2000 for talks on closer ties.  The leader of the North Korean delegation, Kim Yong Sun is quoted as saying " I've come to Seoul with a strong yearning of our people for unification…. I hope our delegation's visit will create a new, big momentum for national unification".  Since June relations have warmed between the North and the South with propaganda broadcasts against each other stopping and some reunification of families that were separated.

According to Kim De-Jung, President of South Korea, the eventual reunification is still decades away.  Kim is quoted as saying "I do not think this will come about within my term in office, but I do believe that reunification will be realized someday".

Kim who was recently awarded the Nobel Peace Prize for his reconciliation efforts summed it up nicely when he said "This is not the stage to be seeking reunification, this is the stage to be seeking peace, exchanging cooperation between North and South Korea.  Peaceful co-existence must be what we should try to work toward together.  After living is such a state for 10 years, 20 years, perhaps even longer, maybe both sides feel safe and comfortable enough in becoming one again and then reunification can be achieved".
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