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1. Successfully Overcoming the Foreign Exchange Crisis
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Korean foreign currency reserves that reached a critically low point in late 1997
had returned to a substantial level in one-and-a-half years. At the end of 1997, the reserves
were a mere US$3.8 billion; in January 2000, the figure reached a whopping US$76.8
billion. The emergency loan of US$13.5 billion from the IMF has been repaid in full. On
December 16 last year, the IMF Board of Directors resolved to the effect that Korea had
graduated from its emergency bailout plan.

At the end of 1999, the Republic regained its international credit rating of “fit for
investment.” The country saw the Standard & Poor’s rating climb five steps during the one-
and-a-half-year period. At the same time, the economy, too, showed a remarkable annual
growth rate of 5.8 percent in 1998 and 10.1 percent in 1999.

Commodity prices were stabilized at an annual inflation rate of 0.8 percent in
1999 compared to 7.5 percent the previous year. The inflow of the foreign capital was also
record-breaking; the country induced US$8.9 billion in 1998 and US$15.4 billion last year
from the international money market. Business Week said, in its January 17, 2000 issue, that
Korea has made a brilliant economic turnaround in two years.

2. Reforming the Conglomerates : the Myth of Immortal Chaebol Crumbles

The chaebol, or conglomerates, which were a major problem for the Korean
economy, began showing some changes. The debt-ridden chaebol have traditionally been
criticized for bad management and engaging in reckless expansion. Now, faced with the
reality of a free market, the Daewoo Group has been dismantled and the corporate
governance of 11 of Korea’s 30 largest business groups have been improved.

The Big Five chaebol used to directly control 272 subsidiaries; now, the number
has been reduced to 136. Their average debt-asset ratio has been reduced to 200 percent or
less. They are being reborn as truly profit-making business enterprises.

The international evaluation of the Kim Dae-jung Administration’s chaebol

reform is quite positive. The Journal of Commerce, in its October 22, 1999 issue,
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commented that Korea, by restructuring the Daewoo Group, was keeping its promise with
the IMF to reform the economy and that the time-honored Government-business collusion
seemed to be ending.

In the November 5, 1999 issue, the Financial Times commended President Kim
for managing the disaster of the Daewoo Group well. On August 17, 1999, Reuter reported
that the dissolution of the Daewoo Group symbolized the dawning of a new era in the

Korean economic scene.

3. Building a Knowledge and Information Infrastructure

As the world is expected to undergo a continuous revolution in knowledge and
information, the countries with the strongest competitive edge in those industries will lead
the rest. The Korean Government, in cooperation with the private sector, has embarked on a
plan to build and information superhighway that is 1,000 times faster than current
computers. The Government’s campaign to enhance the nation’s information capabilities
includes equipping every teacher and classroom in the nation with at least one PC in the
next few years, ultimately making every Korean a PC owner. Members of the Korean
Armed Forces and one million homemakers will be trained in computer skills free of
charge.

On February 25, the Government will launch an Internet petition site on its
homepage (Internet shinmun-go) to monitor pubic opinion and further democratize the
Government’s administration with a view to realizing an electronic democracy. New laws
and regulations are being made to encourage and expand electronic commerce. Time
magazine, in its January 29 edition, commented that Korea is the Asian leader in Internet

use.
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4. Productive Welfare: Nurturing a Strong Middle Class and Protecting Low- Income
Families.

Hardest hit during the financial crisis were middle-class and low-income families.
In mid-1999, the Government started implementing a comprehensive economic plan to
restore the nation’s solid middle class. By the end of the year, the unemployment rate,
which once approached a double-digit figure, dropped to the 4 percent level and the
average income of workers was showing a definite improvement.

The Government measures for realizing productive welfare include building
enough housing units for all families meeting minimal down-payment requirements by
2002. To that end, 500,000 units will be constructed in 2000. Housing loans of up to 50
million won per family will be available for deposit money required for long-term rents.
National pension and health insurance will be expanded. Tuition for 400,000 secondary
school children from low-income households will be paid by the Government. Low-interest
educational loans will be extended to 300,000 college students. In September 1999, the
National Assembly passed a law guaranteeing the basic needs of all citizens. The law,
which goes into effect in October 2000, will protect families whose incomes fall beneath
the poverty level.

In an attempt to distribute profits more fairly, new tax laws are now in place.
Income tax deductions for wage earners have been increased, enabling 8 million persons to
save 28 percent in taxes. Special consumption taxes on TVs and refrigerators were
abolished. Taxes on interest income were revised and inheritance tax rates were raised to a
maximum of 50 percent.

5. Rejuvenating Cooperation and Interaction With North Korea

In 1999, inter-Korea trade amounted to US$333.43 million representing a 50.2

percent increase over the previous year. As of January 30, some 171,500 South Koreans

had toured Kumgangsan (the Diamond Mountains) in North Korea. In 1998, 3,317 South
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Koreans visited the North and the figure increased to 5,599 last year. People-to-people
exchanges have been diversified to include scholars, journalists, religious leaders, athletes
and performing artists. Soccer teams representing workers organizations in the two Koreas
had games in Pyongyang, and South and North Korean basketball teams exchanged
goodwill matches.

The Government’s efforts to arrange reunions of families separated on both sides
of the divided land are continuing. In the past two years, 834 South Koreans were able to
confirm whether their aging relatives in the North were alive or not. There were 295 family
reunions in third countries. South Korean passport requirements for those visiting North
Korea for family reunions have been simplified. Travel subsidies for older applicants are
available. The Government helped establish the Information Center for Separated Families
in December 1998.

In assessing the Administration’s accomplishments in its August 25, 1999
edition, the Australian commented that President Kim Dae-jung made many impossibles
possible in the area of democracy, Seoul-Pyongyang relations and reconciliation between
Korea and Japan.

6. Efforts to Engage North Korea and Step Up Diplomacy with Four Powers.

The main objective of the Korean Government’s engagement policies toward
North Korea is prevention of war on the Korean Peninsula. In close cooperation with
neighboring powers, ASEAN and the EU, Korea has been successful in deterring a major
conflict and maintaining relative stability on the peninsula. Investigations were made into
North Korea’s suspected underground nuclear facilities in Kumchang-ri, and the reported
attempt by Pyongyang to test-fire a second Taepodong missile last year was precluded.

The backbone of the Republic’s North Korea policy is a thorough security
preparedness against possible armed provocation. Last year, a South Korean tourist was

detained by North Korean guards on Mt. Kumgangsan for allegedly making a derogatory
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comment. But the Government was successful in securing her freedom. The Republic’s
Navy achieved a smashing victory in a sea battle over half a dozen North Korean navy
boats that crossed the West Sea’s Northern Limit Line (NLL).

A future-oriented partnership has been forged with the four powers whose
interests converge in the region. The country’s traditional alliance in all areas with the U.S.
is stronger than ever before. Korea and Japan pledged to work together as genuine friends
burying the unfortunate history of the colonial era. Seoul and Beijing, enemies during the
Korean War, have become solid cooperative partners as a result of very effective summit
diplomacy. Leaders of Korea and Russia promised to work together toward a constructive
and complementary relationship.

The country is also working diligently to help launch viable regional cooperative
bodies. Leaders of Korea, China and Japan met in November 1999 for the first time in
recent history to lay a framework for effective regional cooperation. The Korean
Government has also proposed an East Asia Vision Group to that end. The Republic is
firmly committed to the promotion of world peace and human rights and is participating in
the UN Peacekeeping Force in East Timor and other international efforts. Asiaweek
recently commented that South Korea’s Sunshine Policies toward Pyongyang is a win-win
strategy for both Koreas and for the world.

7. Improving Human Rights Conditions and Building a Social Safety Net

The Government is working to prohibit a broad interpretation or other abuses of
the national security law. In 1998, the number of those arrested on charges of violating the
national security law declined by 27.5 percent from 1997 to 465 in 1998. The number
further declined in 1999 to 312. The Government is also trying to revise provisions in the
law that run counter to efforts to improve human rights and inter-Korean cooperation.

In addition, the Government is trying to enact a human rights law and establish a

human rights commission.
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The long-serving prisoners, all of whom were arrested as North Korean spies,
were released and the system of requiring political prisoners to renounce Communism as a
condition for release was abolished. With the release of 19 long-serving North Korean
spies, there is not a single so-called prisoner of conscience in Korea. In June 1998, the
Government stopped requiring political prisoners to renounce Communism as a condition
of release and has been flexible applying the requirement to sign a pledge to abide by the
laws of the Republic Korea. In addition, the Government released or reduced prison terms
for 247 prisoners who had been convicted of violating the national security law or the labor
law.

President Kim Dae-jung granted five general amnesties to promote reconciliation
and unity. In January 2000, the Government pardoned some 320,000 persons who had been
listed as a credit risk. 1999 was also noted as the first year in the history of the Republic
during which no tear gas has been used by riot police against demonstrators.

8. Fostering Equitable Labor-Management Relations and Supporting the Unemployed

Based on an agreement reached by the Tripartite Committee of representatives
from labor, management and the Government, the system of dismissing redundant workers
was introduced in February 1998, and another system of sending workers to subsidiaries or
affiliated companies was adopted in July 1998, to help raise the flexibility of the labor
market. Labori management and the government also concluded an agreement in February
1998 to overcome the economic crisis that hit the nation in December 1997. The Tripartite
Committee, which had been an advisory body, was made a legal entity in May 1999.

To help expand the activities of labor unions, the Government decided to allow
them to take part in politics from April 1998 and to legalize the teachers unions. The
Government also allow the establishment of councils of government workers in January
1999. In addition, the Korean Confederation of Trade Unions (KCTU) was legalized in

November 1999.
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The Government has formulated measures to help the unemployed. They
included an increase in the budget for this purpose from 10 trillion won in 1998 to 16
trillion won in 1999. The Government has also helped create 2 million new jobs by
fostering small and medium-sized manufacturing companies and the service industry. The
number of the unemployed has also been on the decline. It dropped 8.6 percent from 1.78
million in February 1999 to 970,000. Because of seasonal factors, it rose slightly to 1.04
million as of December 1999, but the number of the unemployed is expected to drop below
the 1 million mark again and remain there.

9. Promoting Culture and Tourism

To promote cultural opportunities, the Government set aside a cultural budget of
more than 1 percent of the total government budget for the first time in the nation’s history.
Specifically, the budget for cultural promotion and development rose 43 percent from 664.7
billion won in 1999 to 953.8 billion won in 2000. The budget also provided 10 billion won
for the promotion of creative activities in 2000, including literary and theatrical works.

As a result of efforts to turn the culture industry into a strategic industry, the
market share for domestic movies rose from 25 percent in 1998 to 40 percent in 1999. The
government budget for the promotion of the culture industry rose from 16.8 billion won in
1998 to 178.2 billion won in 2000, up 1,060 percent. In July 1999, a center for the
comprehensive support of the computer game industry was established.

The tourism industry has also developed drastically, enjoying a surplus for two
years. The tourism surplus was US$3.7 billion in 1998 and US$2.5 billion in 1999. The
number of Chinese tourists topped the 310,000 mark in 1999 and is expected to rise to
500,000 this year. The Government set aside a budget to develop a tourism infrastructure
on the South Sea coast and in the areas most influenced by Confucianism and Kaya culture.

President Kim Dae-jung said that the 21st century will be the age of knowledge

and culture and that these will be some of the major factors that will give a competitive
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edge to any nation. The Korean people have proved over several thousand years that they
have the potential to accept foreign culture and develop it into their own.
10. Improving Women’s Rights and Participation in Political and Civic Activities

The Government has revised various laws to improve women'’s rights, including
the law prohibiting gender discrimination in February 1999, the law aimed at providing
support for businesswomen in February 1999, and the law concerning the protection of
youths against sexual abuses in January 2000.

The Govenment has also worked to expand opportunities for women.
Specifically, it increased the number of women appointed to high government positions,
including two woman cabinet ministers, six Presidential secretaries and two chiefs of police
stations.

The National Assembly has also passed a law requiring that 30 percent of
proportional representatives in the Assembly be women. The number of women in various
Government committees is also expected to increase to 30 percent by 2002.

In other efforts to improve women’s rights and realize equality between the
sexes, the Government established offices to receive complaints about sexual
discrimination and job discrimination against women. It also increased the number of
women to be accepted at the Military Academy and Korea National Police University.

The status of women in Korea has been improving. The UNDP Gender Related
Development Index ranked Korea 30th in 1999, up from 37th in 1998. The UNDP Gender
Empowerment Measure put Korea in 78th place in 1999, up from 83rd in 1998. In 1999,
the United Nations also selected Korea as one of the nations in Asia that has improved
women’s rights most.

In addition, there is a plan to upgrade the Presidential Commission on Women’s

Affairs to the Ministry of Women’s Affairs.
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11. Improving Education for the 21st Century

The Government has been working to create a new environment for education,
aimed at fostering creativity. More than 10,000 elementary schools are teaching computer
science, foreign languages and traditional arts. The Government also came up with a
framework for the establishment of a new system of university entrance examinations,
putting more weight on developing the aptitude and talent of individual students and
fostering their development. As part of the “Brains 21" project, the Government will spend
150 billion won to build graduate schools that could reach the world’s top level and
excellent universities in provincial cities.

The Government laid the ground for adult education and job training in August
1999. It has also allowed teachers to form more than one unions and gave jobs back to
teachers who had been fired for various reasons including charges of violating the national
security law.

The Government will push plans to build up cyber education in two stages in
2000. It will construct a super-fast computer network, provide schools with 93,000
personal computers or at least one computer per elementary classroom. It will also provide
70,500 teachers with personal computers. The Government will also teach computer use to
500,000 children from low-income families while giving personal computers to 50,000
students who show an aptitude for computers and let them use the Internet for free for five
years.

The Government also plans to extend financial support for the education of
children from low-income families in 2000. The Government will spend 320 billion won
for education of 40,000 middle and high school students and another 900 billion won in

low-interest loans to university students.
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12. Dawn of Venture Businesses and Fostering Fair Competition

Along with chaebol, venture businesses have become the core of the Korean
economy as they produce value-added products. The number of venture businesses
incerased from 5,000 in 1999 to 10,000 at the end of the year. The Government plans to
encourage the growth of venture businesses until their number increases to 40,000. The
Government will also support the KOSDAQ market to help venture businesses raise funds.
In addition, it will help form venture business complexes such as the Tehran Valley and
Taedok Science Complex. It set up the Korea Venture Business Support Center in Silicon
Valley in California.

13. Helping Farmers and Fishermen Earn More

To help farmers and fishermen reduce their debts, the Government cut interest
rates on loans to them from 12 to 13 percent to 6.5 percent between January and April
2000.

Loans totaling 848 billion won due to be paid back in 2000 will be postponed for
one year. Some 7.7 trillion won loaned to farmers and fishermen on joint and collective
surety will be changed to credit loans in the first half of 2000. The government lowered
taxes on farmland by up to 40 percent in January 2000 and stopped levying charges on farm
water.

As part of the reform of the distribution structure for farm products, the

Government is encouraging producers to sell their produce directly to consumers.’
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