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SOUTH KOREA'S ECONOMY . . . . . .

* e & o e 5 e e o . .

South Korea's military government;is striving to over-
come the dislocation of business and agriculture which
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followed the 16 May coup. The political stability of
the regime will continue, however, to be affected by
the country's basic economic weakness. The regime,
which until recently concentrated on the elimination of
corruption and profiteering, is proposing a five-year
development plan and a program of spending which appear

beyond available resources.
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A paucity of natural re-
sources, severely limited ex-
port potential, and lack of
managerial and technical per-
sonnel will handicap efforts by
the South Korean military re-
gime to promote political
stability by satisfying wide-
spread expectations for im-
proved economic conditions.

A two-month campaign by
the ruling Supreme Council for
National Reconstruction (SCNR)
to eradicate corruption and prof-
iteering bhas led to the ouster
of 20,000 of the country's
240,000 civil servants, and an-
other 20,000 are expected to be
dismissed. Seventeen leading
businessmen, the core of the
nation's industrial and finan-
cial leadership, have been ar-
rested for illegal accumulation
of wealth~--calculated at more
than $30,000,0Q97-through tax
evasion, misuse '0f bank loans,
and political kickbacks. Thir-
teen of those arrested were re-
leased after they offered to
surrender to the government all
their assets, including indus-
trial facilities. It is still
uncertain whether the SCNR will
take over these facilities.

The moves against business-
men and a decree limiting in-
terest rates on loans to 20 per-
cent per annum have resulted in
industrial,

commercial, and fi-

nancial stagnation. This decree,
designed primarily to protect
farmers against exploitation .

by money lenders, has made farm
credit scarce. The SCNR has

not improved the employment
situation; approximately 25 per-
cent of the labor force is out
of work.

As a long-term solution, the
SCNR has drafted a five-year
economic development program
calling for the establishment
of an industrial base which
would include cement manufacture,
0oil and steel production, and
0il refining--all requiring
heavy imports of raw materials.
More immediately, the SCNR is
launching a series of spending
schemes to assist the farmer,
increase the pay of civil serv-
ants, raise veterans' benefits,
expand public works projects,
and finance a mass pelitical
organization, u

' There are signs the gov-
ernment spending program is re-
storing some confidence within
the business community and that
some economic revival is under
way. At the same time, however,
despite ;governmental economjies,
which include a cutback in -
fense expenditures, there are '
not enough funds tRPPROUBLOR RELEASE
official programs.DfM: J¥L200Irob-
ability the SCNR will bave to re-
sort to deficit financing, with
a consequent resumption of in-
flation.
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