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The Economy

A. Economic appraisal (U/0U)

Over the last decade, South Korea achieved one of
the world’s highest rates of economic growth. During
1962-71, real gross national product (GNP) rose at an
average rate of 10% per year (Figure 1). In terms of
current prices, per capita GNP increased from about
US$100 in 1962 to over $285 in 1971. By 1972, the
GNP (in current prices) reached $9.7 billion and the
per capita GNP, about $300. The extraordinary
economic growth of the past decade was led by export
expansion. South Korea has become one of the largest
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FIGURE 1. Economic indicators (U/OU)
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exporters of manufactured goods among the less
developed countries; overseas sales, the bulk of which
are manufactures, increased at an average annual rate
of 40% during 1962-71. By 1972, exports exceeded
$1.6 billion, compared to only $55 million in 1962.

Economic progress was achieved despite a paucity
of natural resources. South Korea has a limited
mineral base; anthracite coal is the major exploited
mineral. South Korea ranks among the world’s leading
producers of tungsten and graphite, but it has only
limited deposits of high-grade iron ore and no deposits
of bituminous or coking coal. The country has no
known deposits of petroleum, although offshore
exploration is in progress. Hydroelectric power
resources are limited and almost fully exploited. Only
23% of the land is arable, nearly a!l of which is under
cultivation. Hence, the moderate progress achieved in
increasing agricultural output has been due largely to
the adoption of improved techniques and the use of
modern inputs such as chemical fertilizers.

A booming manufacturing sector accounted for
most of the recent economic progress. Manufacturing
output increased at an average annual rate of 16%
during 1962-66 and 25% during 1967-71. Manufactur-
ing employment increased from 10% of total
employment in 1966 to 13% in 1971. Labor
productivity in manufacturing increased more rapidly,
however, and in 1971 manufacturing accounted for
21% of GNP, second to agriculture, forestry, and
fisheries. (Preliminary data for 1972 attribute 25% of
GNP to the manufacturing sector.) The textile and
clothing industries are the most important of the
manufacturing industries, but the most significant
expansion occurred in the chemical, petroleum, and
machinery and transport equipment industries.

The dynamic manufacturing sector has been aided
by large inflows of foreign capital, mostly from the
United States and Japan. The flow of public and
private foreign equity and loan funds into South
Korea between 1959 and June 1972 exceeded US34.3
billion. During the first half of 1972, the influx of
direct foreign investment funds reached a record level
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of $80 million, compared to $31 million during the
same period in 1971. Investment is attracted by an
industrious, well-disciplined, highly literate, and
relatively cheap labor force. The government
encourages the inflow of foreign capital by means of
tax concessions, but investors are also attracted by the
country's high degrec of political stability.

Inflation has been one of the most serious problems
of the South Korean cconomy. The wholesale price
index rose to an average annual rate of 12.3% during
1962-71, and in the first 6 months of 1972, it rose
another 7.2%. In August 1972, the goverment
implemented a monetary  stabilization program
designed to hold price increases to a maximum of 3%
annually, and between June and November of 1972,
the price index rose only 0.5%. Despite the inflation,
South Korea has mnintained its competitive position
in overscas markets by allowing its currency to
depreciate gradually since 1963, when the rate wus
270 won per U.S. dollar. Jn December 1971, the
exchange rate was 373 won per dollar, and in
December 1972 it was 400 won per dollar. This rate
was maintained after the U.S. devaluation of
February 1973.

The composition of foreign trade changed
considerably as the economy expanded. The share of
manufactured goods in total exports rosc from 67% in
1967 to 82% in 1971, and although exports »f
foodstuffs and crude materials increased in value, their
shares of total exports declined. Exports of textiles and
clothing and clectrical products rose rapidly, and
South Korea has become one of the leading textile
cxporters among the less-developed countries. In 1971
exports of textiles and ¢lothing accounted for about
41% of total exports. Major changes among imports
included a decline in the share of manufactured goods
from 63% of the total in 1967 to 55% in 1971, and an
increase in the share of foodstuffs from 10% of total
imports in 1967 to 17% of the total in 1971. Imports of
petroleum also have increased sharply since 1967.
South Korea perennially experiences a deficit on its
trade account on a customs clearance basis; the deficit
in 1971 amounted to US$1.3 billion, and in 1972 it
declined to $898 million. In 1971, the deficit was
partly offset by a $219 million surplus on government
military transactions, private capital inflows of $427
million, and foreign aid inflows of about $300 million.
Foreign exchange reserves amounted to $694 million
at the end of 1972.

Economically, South Korea is heavily dependent on
the United States and Japan. In 1972, those two
countries together accounted for nearly three-fourths
of South Korean exports, two-thirds of its imports,
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about 90% of the foreign private investment., and the
bulk of the official economic aid. The United States
alone bought about 47% of South Korea's exports
(chiefly textiles, clothing, and plywood) and supplied
26% of its imports (largely wheat, cotton, rice, and
machinery). Japan that vear took 25% of South
Koreun exports and supplied 41% of its imports.
Foreign aid commitments from the United States in
U.S. FY1946-72 totaled US$5.6 billion, including $1.5
billion in Food for Peace (P.1..480) assistance.

South Korea's economic expansion has been guided
by goverment-sponsored  3-vear plans. The First
(1962-66) and Sccond (1967-71) Plans were highly
successful, and targets we ¢ frequently  revised
upward. Under the Thira Plan (1972-76), the
cconomy is scheduled to grow at an average annual
rate of 8.6%, and exports are to increase at an average
annual .ate of 24.3%. Increased emphasis will be
placed on agriculture during the plan period, and
large investments are to be made in an effort to attain
self-sufficiency in the production of foodgrains by
1976 and to raise the incomes of farmers. Heavy
industrics, however, will continue to receive top
priority, and the government will develop more import
substitution industries as a means of achieving a
balance in its trade account. Long-range goals for
1980 call for exports of US$10 billion urd a per capita
GNP of $1,000.

Prospects for South Korea are bright. With rupid
export expansion and further development of heavy
and chemical industries, the country appears capable
of continued cconomic success. It has a stable
governmeni which maintains a favorable climate for
investment and actively participates in the economy.
Efforts are being made to improve an already excellent
labor force by expanding training facilities and
programs. Continued large inflows of foreign
investment and aid will be required, but there should
be little trouble attracting forcign funds as long as the
political situztion remains stable. South Koreu's future
economic performance will also depend to a lurge
extent on continued access to the U.S. market for its
exports,

B. Structure of the economy

The stiucture of the South Korcan cconomy has
shifted significantly during the past dccade (Figure 2).
The most dramatic change has been the growth of
manufacturing output from 13% of GNP in 1961 to
21% in 1971. This growth coincided with a decline in
the contribution to GNP by agriculture, forestry, and
fisherics, froon 40% to 29%. Construction increased
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FIGURE 2. Composition of gross

nationa! product,
by sector (U/OU)

(Percent)*
: 1961 1971

5 Agriculture, forestry, and fishing. . .. ..., 40.1 29.1
4 Mining and quarrying 1.9 1.1
E Manufacturing........... 13.4 21.1
4 ) Construetion.................. 3.2 5.1
Public utilities. ....................... 1.2 1.7

Transportation, storage, and communi-
» eation.......... ... Ll 4.6 3.9
: Wholesale and retail trade.............. 11.3 16.6
Banking, insurance, and real estate. . .. .. 1.4 2.4
b Public administration and defense. .. .. .. 6.9 5.4
3 Other............iiiiiiiii . 16.0 1.6
Total........ooooiiiiiiiii .., 100.0 100.0
Value at current prices (billion won)..... 296.8 3,085.8
Value in 1965 prices (billion won)....... 613.6 1,561.9

*Based on current-price data.

from 3% of GNP to 5% during the same period.
Domestic trade increased in importance, and its share
in total output rose from 11% in 1961 to almost 17% in
1971. (U/0OU) '

L. Agriculture, fisheries, and forestry (U/0U)
v a. Agriculture

Agriculture output rose un average of 4.1% per vear
in 1963-72, substantially higher than the population
growth rate of 2.1 %. Because of the more rapid growth
in other sectors of the cconomy, however, agriculture,
forestry, and fisheries declined in relative importance;
their share of GNP declined from 40% in 1961 to 29%
in 1971, and their share of total employment declined
from 60% in 1964 to 49% in 1971. In spite of the
growth in agriculture, South Korea is still a not
importer of foods. In 1971, foodgrain imports
amounted to 2.7 million tons, including more than a
million tons of rice and 1.7 million tons of wheat
Under its Third Five Ycar Development Plan, the
country plans to become self-sufficient in rice by 1976.

About 23% of the total land area is arable, and
virtually all the arable arca is cultivated (Figure 3);

. cultivable land is located mainly on the coastal plains
and along the inland valleys, and an increasing
amount of hilly land has been cultivated by terracing.
Paddies constitute 36% of the cultivated area, and the
remainder consists of dry fields along the valleys and
upland slopes. The Koreans practice intensive
farming; double-cropping occupies about half of the

o total cultivated area. On the paddies, the summer crop

is rice, und in the winter the soil is drained and planted

Cultivated
land area: 5.6
million acres*

Total Land Area 100%
24.4 million acres L
(38,000 square miles) Other | 14.4°
Fruit and I
Vegetables 9".‘ .
Pulses |-10.2
Barley and .
RS Wheat 29.9
‘ Arable "
Forest . -
67.1% -231% . |
Urban™~
Cand
other X
\ 98
,% Rice 36.1
* The percentage distribution shown is

bascd on total multicropped areq, which
omounted to 7,956,000 acres.

FIGURE 3. Land use, 1971 (U/OU)

to barley, wheat, or vegetables. On the dry fields,
potatoes, beans, and industrial crops are grown in the
summer, and wheat, barley, and rve in the winter.,
Other food ciops include millet. sorghum, buckwheat,
corn, sovbeans, green beans. kidney beans, and
peanuts.

The soils of South Korea are generally shallow and
poor and require heavy fertilization. Greater
knowledge ot the benefits of proper fertilization and
increased supplies of fertilizers in recent years have led
to the use of a more balanced ratio of nitrogen,
prosphorus, potash, and lime by many Korean
farmers. On the other hand, a large number of farmers
continue to use less cfficient and less expensive natural
fertilizers. Consumption of chemical fertilizers reached
1.3 million tons (product basis) in 1972.

The country is nearly self-sufficient in fertilizer
production, except for potassic fertilizers. It has eight
producing plants. Fertilizers are distributed by the
National Agricultural Cooperatives Federation
(NACF), the sole agency authorized by the
government to procure fertilizers und pesticides and
supply them to farmers. Most villages throughout the
country have NACF-operated cooperatives that also
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asist M Geeeness i madketiog hele goods and extend
them eredit, (o addition o the centml NACF
angamzdim, 1liere ae nine brwches, 140 county
conperutives, ond 6,768 village coopguiives. There are
abso speciand mprratives fur mnrketing prothicts sueh
us Bvestaek, eggs. fradt, vegelables, il silk envoans.

The NACE is the ouly mudens agieallasd enxdit
{mtitution and the biggest siugle sonree of endit lor
Snuth Koteon fasmers. (U Tos the anthadly te
redisconmt aned horrow rom the Bank of Kosea aml
issne debentires. Korean firmers require creddit, aad
becinse istitational credit has heen unavailabie, they
have Bormw] from privale mencyleadens,  whe
clispge interesl rates sging Gom 3% 1o 10% per
manth, Al preseat, the NACK provides fess tan ene-
Dol af tnal rural credit, and faemers G mast borrow
heavily Tom private munexlenden.

Since 1948, when the South Korean Guvemiment
was eslablished, w numbes of T seform progeains
have bece wrleroken, Temaney lus been officially
sholblicd, and facmers have been forhitdden to
martgape their laind (e ansone bt {he government,
Becanse al the shorluie of luwshiteront  enxlit,
however, fusivers somelime must morgage ovee half
tiie e 1o prvale mopeslenden, Land reform
cieated o prolifesation of small, fregudir, aend
nencentignous plats. Tind i revision of the Faon Land
Laprovement Act in 1967 provided Tor the
consulidatfion aud  reaerangeeni ol fioddings 1o
improve efficieney and maise praluction, Dueing the
Beeond Five Yeur Plan (F967-T1) about 370000 acres
of land were consalisluterl. Fanners’ responie bas been
goad, but hoitlesnecks develaped in the hareavendic
prscess breeatse of o shastuge of tainad perapned, In
spite of oo refarm effasts, the average size of 2
in Senth Kowea resming very smoll—aborl 2% aenes,

tn the Thind Five Year P {1972.76), the
government Das einphasized the development of the
agricultural sector. Under the Plun, sgricultuee’s shisee
of total investment will rise 10 11.8% from the 6.3%
called Jor b Second Five Year Plan, Fhe awajos
emphusis will be pluced ou distrbution of improved
seeds, fnem  mechanization, consolidalivn of
fragmented dwhtings, aml ismproved isrigation,
drinage. and- usd systemns. Fudhennwe, n long-
range plan covcring the 1871-81 pedol was
formnlated to slevedup the four atfor dver bisin aeeas
{(Kuagang, Yongsan-gong, Naktong-gang, and Han-
galig'); whieh aceonnt for over hall the furm¥and
unter cultivation,

WWar-dhuerdtics on pace sammes see Uhe 2t of narties on ahie apron
of the Sumnsry Maps (0 Use Counley Profile chaptee and 1he sap
HIN S
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(1} Craps—Rice is Sonth Kogea™s most iimpuulant
ford copz it fras a0 Mgk calorie comtent and o high
vield mte. Rice iy planted on ubout eue-half ol ihe
(otal aeci sowan to gain {inchling doulle-caopped
arcasd {Figure . Producting of milled rice vied
between 3.2 milliom tons and L1 niillien lons,
averging 3.33 willion tons in 196371 {Figure 3)
Prolonged domglit conditions cansed a ckeclisne i rice
production i 1957 ald 1968, and again in 1972, wlen
antput was slightly Telow (he previsus year's level of
1,0 miliun fons. Alant 1% of the irfigable paddy
arca—2.4 milllon avres—is fully or pastially irdgated,
aml e wenmsinder is minfed. Rive viekds avenged
abont 1.3 tons per acee in 1962-7).

Burley. the scenml most ioportant food crop, is
panted s 1 second erop on abont ane-$alf of the rice
paddies. Sonth Kozea's barley output reanbied  Righ
of 205163 tons in 1968, It declined since then,
with vutpnl lelading 1.963000 lons on 1972, Wheat
cumpetes with Sarey to same extenl sy a second erop
on deelickls, bul the tunger growing seison required
fur wheat prshes the hacvest time into the winy
seasun—1die st advanlugeous ttme e teasplantisng
five. As i gosulle the sees sown 1o wheat is unly abanl
oneairh of e ureie sowan le bardey, South Korei's
wheat consuplion has inerewsed 2505 sinee 167,
atl in 197201 totaled abiit 5.9 aiillion 2ons, the balk
of which was imported under £.1.. 430, [n 1972, wheat
prodaction was only 241,000 ans, o sgnifieant
declite frozn 1970 anc 1970,

The protluctivon of swert polatoes varvd slightly in
1965-71. although the plantel area has dedined sinee
the soid-1960°s, a5 lind bis been shifted to bardey und
sive proxluction, Must of te onlpnt of sweet polalaes
is consumed dicectly, althungh some fs provessed into
starch, aleohol, amd glueose, The povernment
cuconpes 1he production of sweel potaloes hocase
of the high yiekl aul high edoric content The
production of froits und  vegelobles increased
vonsidestbly aver the past several years, aleng with the
grewthy of Toed processing industries in geneel. The
oulput of vegetables by fnerssed especially fast,
geowing by 16% In 1972, when il amaunted to 2.9
illian ns, Other Tood crops mised in significant
quunli indude rve, milled, vom, and white
potaloes.

Tadustrial erops ore of less impottance in Sonth
Kotea's agrcalinrl sector, The governmnt, hnwever,
is prinoling the production of cash craps such os
mulberny Jeaves (for sericullnge), tobaven, collan,
sesare, bemp, sapeseed, rmie, and Dlack noh,
Tobmceco produrtion and expuorls ure aclively
promoted iy the government, which kas a monopoly
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FIGURE 4. Vegetation and land utilization (U/OU)

on the manufacture and distribution of tobacco
products. Exports of tobacco and tobacco products
rose in value from US$7.8 million in 1968 to 12.6
million in 1972. Cotton acreage and production have
remained at a relatively low level due to the
availability of U.S. cotton under the P.L. 480
program. In 1961, there were 120,000 acres planted to
cotton, producing 123,000 bales; by 1971, the cotton
area had declined to 34,000 acres, with a total output
of 53,000 bales.

Sericulture has grown rapidly, and South Korea now
is the world’s leading exporter of raw silk. Raw silk
production almost tripled between 1966 and 1971,
when it surpassed 2,300 tons.

(2) Livestock—Farm animals have been valued
primarily as a source of draft power and manure;
however, their use as a source of food is rapidly
increasing. The government continues to stress
livestock development to increase the supply of animal
protein. In 1969, a 4-year livestock development plan
was announced proposing the establishment of a

cooperative Korean cattle development  complex,
livestock demonsiration farms, and the distribution of
improved breeding animals to farmers. The number of
draft cattle rose from 1,190,156 in 1968 to 1,244,135 in
1971, still well below the count of nearly 1.4 million in
1964 (Figure 6). The beef cattle population, on the
other hand, rose from 907 head in 1964 to a high of
3,948 head in 1969, then fell to 2,865 head in 1971.
The number of milk cows has followed a long-term
upward trend, rising from 14,000 head in 1968 to
30,000 head in 1971. The increase in number of dairy
cattle, beel cattle, and chickens during the past
decade was a response to the growing urban demand
for milk, eggs, and meat—a result of rising incomes.
Expansion of the domestic feed industry has
facilitated the raising of beef cattle and poultry. The
number of hogs averaged nearly 1,323,000 in 1964-71.
Other farm animals raised in South Korea include
sheep, goats, rabbits, ducks, geese, and turkeys.
Livestock exports are small, averaging less than US$4
million per year in 1969-71; exports of meat and meat
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FIGURE 5. Production of selected crops (U/OU)
(Thousands of metric tons)

k. 1965 1966 1967 1968 1969 1970 1971

3 Milled rice*........ 3,501.1 3,919.3 3,603.1 3,195.3 4,090.4 3,939.3  3,997.6

E . 1,807.0 2,018.1 1,916.0 2,083.6 2,066.5 1,973.9  1,857.5

E 299.9 315.3 309.8 345.0 365.6 356.8 322.0

E 2 4:.2 27.5 24.8 27.3 21.6 17.3
.6 58.8 42.4 78.8 61.4 44.7 35.1 '

3 9 33.7 59.6 33.1 62.6 67.8 64.1

6 688.3 566.1 617.0 599.3 605.2 589.1
5 2,690.2 1,670.7 2,049.3 2,122,7 2,136.1  1,801.4 .

.8 13.7 11.9 12.7 13.5 13.3 12.1

.0 1,717.2 1,869.4 2,150.2 2,427.5 2,520.3  2,917.9

0 331.1 358.9 392.4 416.8 423.3 404.3

1 72.1 0 69.7 59.2 56 5 63.4

*Polished weight of grains.

preparations averaged about $1.833.000 annually in
those vears.

b. Fisheries

At least half of the animal protein in the South
_ Korean diet is supplied by fish. Because of the
e convergence of cold and warm sea currents, the waters
- off the coast of South Korca are ideal for many
varieties of marine life. In addition to coastal fishing,
deep-sea fishing is being developed on a large scale.
Some of the more important species caught are oysters,
clams, tuna, saury, hairtail. Alaska poliack, mackerel,
anchovies, squid, and seaweed. The overall fish catch
(including scaweed) reached 1,343,369 tons in 1972,
compured to 600,000 tons in 1964. Exports of fish and
fishery products increased from lexs tharn USS24
million in value in 1964 to $133 million in 1972,
accounting for about 9% of total exports in the latter
vear. The government fisheries program calis for an
expansion of the catch to 1,457,000 tons and exports
of $183 million by 1976.

A large segment of the South Korean catch comes
from coastal fishing, although the cultured and deep-
sea fishing catch is expanding. The output of cultured
fish increased from 97,000 tons in 1967 to 160,400 tons
in 1972, and the deep-sea catch rose from less than

FIGURE 6. Number of livestock (U/OU)
(Thousands of head)

1.000 tons in 1960 to 50,000 tons in 1968 and 224,000
tens in 1971, The deep-sea fishing fleet has expanded
from 63 ships in 1963 to 455 in 1972 as a result of
government encouragement. The fleet fishes for tuna
in the Atlantic, Pacific, and Indian oceans and
operates out of 14 bases scattered throughout the
world. At present. over 50% of the deep-sca operations
consists of trawl fishing, whereas a few vears ago
operations were chiefly longline fishing.

Efforts are being made to overcome the problems of
low income and lack of modemn facilities and
techniques in South Korea's fisheries. In 1972, South
Korea began a number of joint ventures, including
those with the New England Fisheries Company for
shrimp and tuna fishing, with the Del Monte
Company for skipjuck tuna fishing, with El Salvador
for tuna fishing and processing, with U.S. and
Japanese interests for Alaska poliack fishing, and with
Uruguay for trawl fishing. The industry also benefits
from substantial foreign aid. Under terms of the
Fishery Agreement with Japan, that country will
provide US$130 million to the industry.

c. Forestry

About 67% of the lund arca of South Korea is
classified as forest arca, but this includes 13% that is
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1965 1966 1967 1968 1969 1970 1971
Draft cattle....... 1,312.7 1,288.6 1,240.5 1,190.2 1,198.4 1,267.8 1,244.1
Milk cows........ 6.6 8.5 10.4 13.8 18.8 22.8 30.0
Beef cattle 0.8 1.1 .1 3.3 3.9 3.0 2.9
Chickens. . . 11,892.6 14,007.7 17,079.2 25,967.8 22,651.4 22,476.9 25,122.0 Y
Hogs....oovvvnnns 1,381.9 1,457.3 1,296.1 1,395.7 1,338.5 1,121.4 1,332.5 o F
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denuded: omeh of the sematides is porly stocked.
Ater 1985, Torsts suffered Trg extemsive ovetenlting
hewsune of s general shortage of fuel. This resilted in
witlespresd erosian and Mashy floeling that damaged
arcas nader caltivalion, “To overcome (his corklitiog,
the govemment is punsing 2 focester rehaliilitation
proganu, Loth t preserve exisling tinmher resonrees
atul 1o Bserease Tutare stocks., Duzing the perind 1965-
7). almast 3.1 million acees were seforsted and sbou
3.7 bHllion Aree sevdllings v planted. The
sovermmment’s sail conservalion progzun eovened nlant
IS0 scres dudog 19857 In wblition 10 1.2
million acres covend during 1962-66, While timlser
prodlugtion das dnenased over the st few venn,
demnnd greatly exceetds domestic suppiy. In 1974,
lember auput reachiod  $33.000 enbie nelen,
companrd Lo dimestic consumplion of 636,000 cubie
mietens, The shorthufl necessituted mporls of wood,
lumiber, ensk. pulp, and waste pager valucld ot abont
USSETS milline in 1972, comparcd to S191 million jn
1971 st of the fengsons Is processed domestivally jinte
plywoad and then exparted. Plywoml  exports
amounted 10 S35 million in 1971, mantdy to Lhe
Unitetl Stales,

2. Fuels dnd power (C)

South Karea is deficient in energy-producing
resirees and recquite censdderable imps.ds 1 imeel it
domestic needs. Low-quality antlzte coul is (he
ady wtuer? fuel availele fn sulficient aQuatititios {n
solisfy reqitzremsents. Farlwood reserves are inode-
quate, and these are no known bitamizms ceal or
peiroleim deposits. As o result, South Korea
impart all of its peteolera nnd coking sl

Oves she past decade, tiere Jeas been o majur shift
towanl increared comunption of petrofenin, ut the
expense of coal nud wonds the government s
encovaiged the shift, but reoent fnereases i world
prices af erude oil bave revived nlerest §n domestie
euil as 2 source of fuel. In 1961, petiolenm supplivd
ouly 8% of the nation’s energy peeds: by 1971, s
shnze hud risen (0159, aml by 1976, it is expecte o
wach 625, Cowle oil tasparls in 1971 were valued
USS$I34 ntillion, about triple the (968Tevel, Bn the fute
E60°s, Sumd Korea's petsalenm consnmption grew at
an averge ate of 33% a vear. The yovermment

estimales Ui in 1976 petreleun densand will reach
265 million kiladiters, or 2.5 Gimes the annaal
consemplicn in 1970,

Somth Kora's ol refinedes have o combined
apacity of 455000 hureels per day (h.pad) The
couniny's fimt sefinery, owned by the govensment-
canteolled Kora Ol Cusporation (KOCO), in which

Gulf O Co. all the Uaited States has a A% eyuity,
lregan operations in HIG1ad Ulan and in 1972 had o
rapacily of 235000 bopal. A sevand plant. the 533
willien Yosu cofinery, ownexl jainiiy by o Korean Ol
compmy and Caltes OB Co. of the United Stales.
begun uperations jn 1964 with . capavits of 000
bopcl which st subsequenthy jnceased o 16000
bpd. la fate $971, the Kyung-In Enengy Ca, a joint
ventune fvnbving Union Ol Go. of (he Unitee Stites,
set up Soulh Kueew's third oil aefivery at Dnevon, with
u capacity ol GO0 b, Royal Duteh Shell's joing
ventne, Kudong-Shell. kas w soudt topping plan
(3000 bl ) aml Iabe ol blending uperating,
Kowsit, Sandi Azibin, aad I were the nujor
supplives ol emide petroleam in 197) providing $1%
ul South Roerea's inipens.

Althongh no coxle ofl is pandued cdomestically,
exploration is wnzdes way in the Sast Ching Sea, Seo of
Japan, and Yellow Sea. which are helieved 1o hove
consdesablie petmlum potential. Tn 1964, the Gulf
Oil Company signerl u conlreet with \he govesmment
1o espoct for nféshare oil resonrces 12 U st Ching
Sea and the YeHow Sea; Ruyid Duteh Shell Ot Co.
was granted an offlore enneesion 4 vear later, anl
shortly thenslier Tesico  wins given a similar
voncession. 1n Lite 1972, Cull O and Shll indtiated
drifling in theie respective sone, while Tewaco
inflinted chilling in he spang of 1933, Wendell
Phillips of the United States advo has s aggeement for
the explondion of Kosea's offshore waten. Ehillipy
ussignee, the Kowan-American Ol Co., was set up by
four US oif eompanics specilically for petrofenm
esploration. Drlling operations were nnt sebeduled ta
st before the couchusion of biluteral neputintions
belwees Japran and Soulls Korea conceming the joint
explortios aml eaploitation aof peltolemm tesuurees sy
dispted] s,

Coal is still w significunt souree of energy for elecisic
pwer genrmtion ml il tansport. 11 bas ako
Ieceme impoztant for heating I runt? as, since
fammens Wiwve been enconrged ta presenve timber
sesnizers, Anthawite conl production declined in
196863 23 1 resnlt of the povenunent-cricouniged shift
1o pelwleum. However, beginming in 1970, stepy were
tken o stimnlatie coul  production, and oulpul
increased to 124 smillion tons in 1972, comparcd ts an
avenpge of 30:2 wmillion tons in 196S-69,

The govemsuent-owned Korean Mining Yromnoliun
Corporation (KNPC) was estaldished In June 1967 tn
unsbse Lhe coal inclustey ine smecletnizing its Failitios sl
consolidaling some of the salles ane less ccmamical
private ool companics. As o resnll, pmduction
reached & recond high in 199 (Figure 7).
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FIGURE 7. Mineral production (U/OU)
(Tons, unless noted otherwise)

RAOONO200020006
0

1967 1968 1969 1970 1971

1966
Anthracite (thousand tons).......... 11,613
Iron ore (thousand tong) (50% Fe.). . 807
Tungsten (70% Waog).............. 3,322
Manganese ore (40% mn.)......... na
Gold, refined (kilograms)........... 1,882
Silver, refined (kilograms).......... 15,554
Copper ore (6% ew.).............. 21,073
Toad ore (40% pb.)............... 13,890
Zinc ore (50% Zn)................ 23,386
Bismuth (99% Bi.)................ 97
Molybdenum ore (90% Mo.)....... 552
Ciystalline graphite (80%)......... 2,164
Amorphous graphite (75%)......... 128,780
Kaolin........................... 112,234
Tale. covin i 53,649
Fluorite (90% Ca Fp).............. 31,208
Pyrophyllite. . .................... 54,690
Limestone (thousand tons).......... na

12,436 10,242 10,273 12,394 12,785
694 842 734 636 442
3,639 3,898 3,487 3,657 3,044
na 3,437 2,315 2,397 2,134
1,968 1,708 1,465 1,366 947
18,285 19,016 19,584 52,700 46,841
15,561 18,616 19,285 18,772 14,638
17,607 23,812 24,020 26,379 26,453
27,299 36,353 40,278 46,809 60,169
110 105 111 106 97

516 250 401 279 237
2,426 643 593 795 1,172
364,323 358,538 309,753 337,152 374,164
102,679 60,513 52,983 84,608 124,445
56,370 65,161 130,915 135,338 104,374
56,968 32,562 24,177 29,978 50,815
66,592 91,147 69,923 93,995 91,014
na 7,021 7,530 9,936 11,213

na Data not available.

Approximately one-third of the output comes from the
government-owned mines operated by the Daihan
Coal Corporation. South Korea's coal reserves were
estimated at about 1.3 billion tons in 1969, of which
540 million tons were considered to be recoverable
with present technology.

Electric power output expanded rapidly in recent
years to meet the growing demarid for electricity. By

the end of 1972, the national installed capacity was .

about 3,871,000 kilowatts (kw.), about 35% of which
was surplus. Production of electricity during 1972
amounted to 11.8 billinn kilowatt-hours (kw.-hr.), a
141% increase over 1967. Per capita output was 370
kw.-hr., which compares favorably with that of most
other Asian countries. The bulk of production was
generated by the government-controlled Korea
Electric Company, which owns and operates most of
the country’s generating base and all of the
transmission and distribution facilities. Private
ownership s restricted to industrial power plants and
three public utilities. The government approved
private participation in 1967-68, when demand for
electricity substantially exceeded the supply.

Thermal plants account: for about 90% of the
electric power output. The bulk of thermal power
production is derived from plants fueled by petroleum.
Hydroelectric power potential is restricted by the short
rainy season (during the summer) and a small annual
river flow, which reduce the economic feasibility of
water power development. In addition, few sites are
suitable for building reservoirs to provide adequate
water storage.
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Both capacity and production are concentrated in
the two principal industrial, commercial, and urban
centers of Seoul-Inch’on in the northwest and Pusan-
Ulsan in the southeast. The Seoul-Inch’on area
includes two large thermal plants, a 387,000-kw.
facility at Seoul and a 250,000-kw. plant at Inch’on,
the latter of which is being expanded by an additional
550,000 kw. The country’s largest hydroelectric
installation, the 108,000-kw. Hwach’on plant (Figure
8) at the P'aro-ho Reservoir, also provides power to the
Inch’on area. The principal thermal planis in the
Pusan-Ulsan area are a 342,000-kw. plant at Pusan; a
200,000-kw. plant at Yongnam (north of Ulsan), the
capacity of which is being doubled; and two plants
with a combined capacity of 150,000 kw. at Ulsan.
Other fairly large thermal plants include the A and B
stations at Yongwol in the northeast—each with a
capacity of 100,000 kw.—and the 200,000-kw.
Donghae plant, near P'ohang.

Electricity is consumed primarily in the vicinity of
the two generating centers of Seoul-Inch’on and
Pusan-Ulsan. Nearly four-fifths of all available
electricity is consumed by industrial users, principally
chemical, textile, - ceramics, food, and metal and
machinery producing installations. Most of the
residential power is consumed in urban areas, but rural
electrification is increasing steadily, and about one-
third of the rural communities had electricity in 1971.

According to the 10-year electric power develop-
ment plan, the national capacity is expected to reach
7,720,000 kw. by 1976, about three times the 1971
capacity. Major projects already under construction
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FIGURE 8. Hwachon hydroelectric powerplant. This 108,000-kw. plant is the largest

hydroelectric plant in the country and is a major source of power for Seoul. (u/ou)

by the Korea Electric Company could provide an
additional 2 million kilowatts of capacity by 1976.
One of the plants under construction, the 600,000-kw.
Kori station near Pusan, will be the country’s first
nuclear power facility and will be powered by a
pressurized light-water reactor of U.S. manufacture.
Other important
currently under construction include a 500,000-kw.
plant at Yosu and the 125,000-kw. Yongdong plant

government-owned facilities

north of Samch’ok. In addition, the Inch’on plant is
being expanded by 530,000 kw. and Yongnam is being
increased by 200,000 kw. Work is also underway on
three important privately-owned public utility
thermal projects, which include the expansion of the
Donghae plant by 440,000 kw. and construction of the
600,000-kw. plant at Yosu and the 816,000-kw.
Kyongin plant at Inch'on.

3l. Metals and minerals (U/OU)

South Korea hus only modest mineral resources.
Anthracite coal accounts for roughly one-half of the
value of mining output, and iron ore, graphite,
copper, limestone, tungsten, and lead account for
most of the remainder. Other metals and minerals
produced in small amounts include gold, silver,
kaolin, tale, fluorite, pyrophyllite, bismuth, and
manganese, molybdenum, and zinc ores. Salt is
obtained by evaporation from salt pans. Mineral
deposits are generally located in the mountains and
foothills. Tungsten and associated minerals, such as

e T, T A 4 B e T b S 1 W G 7 At 3 T4t TGRS R e

bismuth, and lode gold are found in all parts of the
mountain ranges, which extend the entire length of
the cast coast and branch to the west and southwest.
Placer gold and mineral sands are found in the
foothills. Anthracite coal, graphite, iron ore,
manganese ore, tale, and fluorite are located mainly in
the northern mountains, while nonferrous ores and
pyrites are concentrated in southern mountain areas.
Some nonmetallic minerals such as salt, pyrophyllite.
and kaolin are found in lowland arcas.

In 1971, South Korea's mining industry (including
quarrying) accounted for slightly less than 1% of the
employed labor foree and 1.1% of the GNP. In 1968-
72, mining production rose at an average annual rate
of 2.1%, compared to an annual average of 10%
during 1962-67. The slower rate of growth in 1968-72
was largely due to lower coal production in 1968-69
and the reduced level of production of metaiiic and
nonmetallic minerals (other than coal) in 1970-71.
Although the bulk of the mineral output is consumed
domestically, South Korea exports a major portion of
its iron ore. kaolin. pyrophyllite. Icad, zine, and
tungsten; total mineral exports (including coal)
reached US$38 million in 1971. Tungsten ore, sold
mainly to Japan and West Germany, was the leading
mineral export, amounting to about $11 million in
1971, Practically all of the remaining important
mineral exports are sold to Japan. Mineral imports
include sulfur and asbestos (primarily from Cunada),
coke and small amounts of bituminous coal (from
Japan), and copper (from the Philippines).
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The government owns many of the larger mining
corporations but encourages the growth of private
companies by providing financial and  technical
assistance,

South Korea's iron ore reserves were estimated in
1972 at 112 million tons, of which only 15.7% was
high grade. tron ore output declined 30% in 1971 to
+2,000 tons. most of which was exported to Japan.
South Korea is the second largest producer of tungsten
among  the non-Communist countries, behind the
United States. Output declined slightly in 1971,
however, totaling 3.644 tons: output has been
declining in recent vears because of declining
accessibility and quality of deposits, The Sangdong
mine (37°09'N.. 128°50'E.) of the government-owned
Korca Tungsten Mining Co. and the Talsong mine
(35°47'N., 12840 E.) account for over 90% of the total
tungsten production. South Korea's tungsten  ore
reserves were estimated at 300,000 tons in 1972, The
scheelite beneficiation plant ut Sangdong is capable of
using low-grade ore that could not otherwise he mined
profitably.

South Korea hus large reserves und is a major
producer of Tow-grade amorphous graphite, account-
ing for 16% of world output in 1970. It also has much
smaller reserves of higher-quality crystalline graphite,
In 1971, the country produced 374,164 tons of
amorphous graphite, which included considerable
amounts of metaanthracite. Exports of amorphous
graphite totaled 30,145 tons in 1971, mainly to Japan.
South Korea is richly endowed with kaolin, with an
estimated reserve of 30 million tons, Exports of
kaolin—mainly to Japan—totaled 77,522 tons (out of
a total output of 124,443 tons) in 1971. Limestone
production has increased rapidly with the expansion of
the cement industry, reaching 11,213,000 tons in 1971,
an increase of 13% over 1970).

The base metuls production index rose 264 points
between 1965 and 1971 (1965= 100). Hankuk
Aluminum Co. erected the first aluminum smelter
near Ulsan in 1969, producing aluminum from
imported alumina. Aluminum ingot production rose
from 6,309 tons 1n 1969 to 16,600 tons in 1970, thereby
significantly reducing the country's dependence on
imported aluminum. At present, South Korea
produces a full line of aluminum products, taking
advantage of low labor costs. Production of
electrolytic copper rose 60% between 1968 and 1971.

The government has promoted the development of
a domestic steel industry to reduce its dependence on
imperts; in 1971, imports of iron, steel, and ferrous
scrap were valued at US$196 million. Although South
Korea's steel production capacity in 1570 was 853,000
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tons, output of steel ingots in 1971 was only 471,000
tons, slightly lower thar the 481,000 tons produced in
1970. The producing units include a mill al Masan
with a capacity of 160,000 tons of steel ingots and
slabs and 120,000 tons of steel plates two cold-rolling
mills built at Scoul and Pusan in 1967 with a
combined annual output of 180,000 tons of cold-rolled
steel and galvanized iron sheets: and the privately-
owned Inch’on Heavy Industries (Steel) Co. stecl
plant at Inch'on with a capacity of 140,000 tons of
crude steel. The rolling capacity of the Yunhap Steel
Mill Co. was doubled in 1970. The Third Five Year
Plan (1972-76) calls for the building of a foundry pig
iron plant with a capacity of 200,000 tons per vear and
a special steel plant with a capacity of more than
60,000 tons of round bars annually.,

South Korea has placed a high priority on
establishing its first integrated iron and steel inill, and
in July 1973 all ten plants involved in the first stage of
the integrated mill became operational. The mill is
located at P'ohang: it has an initial annual capacity of
over 1 million tons of ingots and $30,000 tons of
finished steel products. In July 1972 2 small steel plate
factory was opened as the first part of the project; it
has an annual capacity of 336,000 tons, using
imported slab. Initially, the Korea International Stecl
Association (KISA)—a consortium consisting of U.S.,
British, German, French, and Ialian firms—was
formed to finance the construction of the mill.
However, in carly 1969 the U.S. Export-Import Bank
refused a KISA request for financial support because
of reservations about the project’s economic
feasibility. South Korea terminated its contract with
KISA and in turn received financing from Japan. The
entire project was constructed under a supply and
technical service contract with Voest of Austria, and
the total cost amounted to an estimated US$210
million, of which Voest provided $24.3 million, and
Japan supplied about $164 million. The P'ohang mill
will not meet domestic steel requirements, which
amounted to 1.5 million *ons in 1970 and are expected
to grow to 4 million tons by 1976. In December 1973,
the second stage of the project will begin, designed to
raise the capacity to 2.6 million tons by 1967-68. The
country hopes to receive a US$60 million World Bank
loan to help finance the $300 million, 8-yeur second
stage development project. Preliminary studies are
now under way on a second integrated mill.

South Korea's nonferrous smelting facilities are to
be enlarged in the Third Five Year Plan with the
expansion or construction of facilities for copper, lead,
and zinc. The Changhang complex, built in 1964,
includes a lead smelter and refinery, u copper smelter
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and clectrolytic refinery, a flotation mill, and a plant
for extracting silver and gold using the cyanide
process. Production of refined gold declined fr-m
nearly two tons per year in 1967-69 to just under one
ton in 197i. However, it is probable that South
Korea's actual gold output is higher than officially
reported, since not all mining companies are required
to report gold production to the government.

4. Manufacturing and construction (U/OU)

a. Manufacturing

Manufacturing is the most dynamic sector of the
South Korean economy, accounting for over 25% of
the real GNP in 1972, compared to only 15% in 1966.
The share of the employed labor force engaged in
manufacturing rose from 10% in 1966 to over 13% in
1971. The rate of growth of manufacturing vutput
increased from an average annual rate of 15.8% in
1962-66 to 23.2% in 1967-72. This growth was based
largely on the development of export-oriented
industrics such as textiles, plywood, and clectrical
machinery. As a result, manufactured goods
comprised 88% of total exports in 1972 in contrast to
only 22% in 1961.

The trend in South Korea is toward larger plants
and more capital-intensive methods of production,
but labor-intensive industrics producing such items as
straw products and textiles are still important. In 1960
about one-third of manufacturing output was
produced in large enterprises (200 or more employees),
whereas in 1970 the share was about two-thirds. Large
modern plants are most conspicuous in the fast-
growing producer goods industrics such as chemicals
and petrochemicals, base metals, cement, and
clectrical machinery, as well as in the important
export-oriented plywood industry. Small firms (less
than 50 employees) dominate the furniture and
fixtures, clothing, footwear, leather goods, metal
products, and nonelectrical machinery industries.

The textile industry (including footwear and
clothing) is the oldest and largest manufacturing
industry in South Korea, accounting for about 25% of
the manufacturing labor force and roughly 20% of the
gross value added in manufacturing in 1970. Most of
the industry’s production is consumed domestically,
although exports of textiles and clothing have
increased dramatically, reaching US$619 million in
1972, compared to only $3 million in 1962. Textiles
and clothing accounted for 38% of total exports in
1972, compared with 6% in 1962, and South Korea
now ranks third—behind Hong Kong and Taiwan—
among less-developed countries as an exporter of

textiles. Clothing exports alone in 1972 totaled $442
million, a 453% increase over 1971. Textile production
increased 36% and clothing and footwear, 46% in
1972.

With the rapid growth of the manmade fiber textile
industry, output of most natural fiber textiles has been
declining in recent years; however, natural fibers
(cotton, wool, and silk) still account for a large portion
of textile output. The number of spindles available for
cotton textile production has been steadily increasing,
totaling about 1 million in 1971. Production of cotton
fabrics in 1971 was about 24% above that of 1970, but
it was still 8% below the 1967 level. The lower
production levels since 1968 reflect strong competition
from synthetics. Only about 58% of the total fabric
output in 1971 consisted of pure cotton fabrics,
compared to 74% in 1965. South Korca depends on
imports for most of its raw cotton requircments—
currently over 125,000 tons annually. Raw cotton
imports in 1972, valued at US$8u million, were
supplicd mostly by the United States under the P.L.
480 program. In contrast to the production of other
natural fiber fabrics, silk fabric production has
boomed. The output of silk fabric increased 130%
between 1966 and 1971, and reached 8.2 million
squarc meters in 1971.

Manmade fiber fabric production includes products
of nylon, acrylic, polyvinyl acetate, viscose and
acetate rayon, polyester, and polypropylene fibers.
South Korea imports intermediate manmade textile
products, and concentrates on the production of
clothing. Imports of synthetic fibers, varns, and fabrics
totaled about US$95 million in 1971. When the Ulsan
petrochemical complex is completed, however, the
need for imports of intermediate synthetic textile
goods will be substantially reduced. There are plans to
boost production of synthetic fibers fourfold by 1976.
Knitwear has shown the fastest growth of all the
rapidly-rising synthetic textile exports—increasing
from less than $6 million in 1965 to $133 million in
1971. Sweaters made of synthetic fiber comprise a
large portion of knitwear exports; sweater output in
1971 was almost six times the level of 1966.

Food processing (including beverages and tobacco)
is the second largest industry within the manufactur-
ing sector, but its relative importance i declining. Its
share of gross value added in manufacturing fell from
42% in 1961 to 29% in 1970. Food processing,
beverage production, and tobacco processing grew at
average annual rates of about 26%, 21%, and 15%,
respectively, during 1967-71. The principal activities
of these industries are rice cleaning, sugar refining,
wheat milling, beer brewing, canning of agricultural
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and fishery products, and production of distilled spirits
and cigarettes. With the exception of canned and
frozen scafoods and dried seaweed, processed food
output is primarily for domestic consumption.

Plywood production is one of South Korea’s fastest
growing and most modern industries; several
producers are among the largest in the non-
Communist world. Plywood output increased almost
fivefold between 1966 and 1972, and exports during
this period rose from US$30 million to $163 million.
The output of paper and paper products rose 629%
between 1968 and 1972, and further sharp increases
are expected. An $11 million paper mill near Seoul is
expected to begin production in 1973, This 37,000 ton-
per-year mill is an integrated pulp de-inking and
processing mill that will utilize waste paper to produce
newsprint, writing paper, and printing paper. Under
the Third Five Yenr Plan, construction of a $40 million
pulp mill vith an annual capacity of 130,000 tons is
contemplated.
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The chemical industry has received u high priority
under both the Sccond and Third Five Year Plans. The
industry’s output of consumer-oriented products such
as soap, paint, cosmetics, and pharmaceuticals
increased considerably, but the major growth occurred
in fertilizers and petrochemicals, South Korea has
beconie largely self-sufficient in fertilizers other than
potassic fertilizer, with eight fertilizer plants having
been completed in recent vears. Imports of chemical
fertilizer declined since 1970, when three large-scule
plants—two at Ulsan and one at Chinhae—were
brought on stream. In 1971 fertilizer imports fell to 8%
of the value of 1966 fertilizer imports; in 1969 South
Korea began to export small amounts of fertilizer, In
1971 the country produced about 891,000 tons, a
slight decline from the 940,000 tons produced in 1970;
output consisted mainly of urca. The Korean Fertilizer
Co. plant at Ulsan, with an annual capacity of
330,000 tons of urea (Figure 9) and 195,000 tons of
ammonia, is one of the largest fertilizer plants in the
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FIGURE 9. Plant of the Korean Fertilizer Company, Ulsan, the largest such plant in

South Korea (U/OU)
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world. This plunt was financed with a US$46.9 million
commercial loan from Japan. To meet the expected
increase in fertilizer demand, construction of an
ammonia center was begun in 1971 at Ulsan by the
state-run Chungju Fertilizer Co.; it will be capable of
producing 300,000 tons of ammonia and 230,000 tons
of urea annually.

The Ulsan petrochemical complex, requiring
investments cstimated at US$233 million, will be
completed during the Third Five Year Plan. The
project is designed to meet the needs of the growing
synthetic textiles and plastics industries. The first
major plant in the complex was the petroleum
refinery, opened in 1964 by the Korea Oil Corp., a
joint venture of the Korean Government and the Gulf
Oil Co. The Ulsan complex is adding a naphtha
cracking wnit that will produce 100,000 tons of
cthylene annually, as well as propylene, butadiene,
benzene, and cyclohexane, all for use in the
production of intermediate petrochemicals by eight
plants to be built at Ulsan.

Although the growth of machinery production
generally has been sluggish, the output of clectrical
machinery has grown rapidly with the establishment
of export-oriented firms and the increasing domestic
demand. The principal electrical equipment produced
includes houschold appliances, dry-cell and storage
batteries, transformers, motors, and clectronic
equipment, such as radios, telephones, and computer
components. Low labor costs have attracted foreign
capital and technology into the electrical equipment
industry, mainly from the United States and Japan;
production of the industry is aimed largely at markets
in devcloped countries. Output of electrical
cquipment rose in value by a modest 15% in 1972,
compared with an average of 27% annually during
1962-71. Exports jumped from US$19 million in 1968
to $125 million in 1972, ‘

The production of transport equipment has grown
as a result of the steady expansion of shipbuilding,
rolling stock assembly, automobile assembly, and a
developing automotive parts industry. Output grew by
about 19% annually during 1967-71, and in 1972
output was 11% above that of 1971. Several foreign
automobile companies ssemble vehicles in Korea,
including Honda and Toyo Kogyo of Japan, the Fiat
Co. of Italy, and the Ford Motor Co. of the United
States. General Motors (United States) and Shinjin
Motor Co. of South Korea signed an agreement in
1972 to establish a US$48 millioa plant that will have
a capacity of 35,000 automobiles and 50,000 engincs
annually by 1974,

b. Construction

Construction activity in South Korea has been
expanding rapidly in response to rising industrial and
housing needs. In 1972, construction accounted for 5%
of GNP. During the period 1966-71, the number of
building permits issued increased at an average rate of
about 19% annually, and the floorspace authorized by
these permits increased by about 16% unnually. The
number of permits issued in 1971, however, was 11%,
and in 1972, 19% helow the 1970 level because of the
slowdown in the overall economy. Although housing
construction has been rising (in 1971 there was a 5%
increase in new units built), the demand for housing
apparently is outrunning the supply. The housing
shortage in 1971 was estimated at almost 1.3 million
units. The continuing migration from the farms to
urban areas has increased the need for both housing
and schools, especially in major cities such as Seoul
and Pusan. Consequently, construction of housing and
schools, as well as highways, railroads, airports, sewage
and water systems, dams, and electric power facilities
is receiving high priority. The growth of construction
has stimulated the production of construction
materials such as bricks, glass, tiles, and cement.

Cement is the most widely used construction
material, and the building boom has encouraged a
rapid expansion of the cement industry. Prior to 1564,
the output of cement was less than 800,000 tons
annually. During 1964-72, output grew at an average
annual rate of about 28%, and production reached
nearly 6,500,000 tons in 1971. In 1967 the Tongyang
Cement Co. expanded the annual capacity of its
Samch’ok plant to 900,000 tons, and in latc 1968 the
Ssangyong Cement Industrial Co. completed a plant
north of Samch’ok with a capacity of 1,700,000 tons
annually. In 1969, the Hanil Cement Co. doubled its
capacity, from 500,000 tons to 1,000,000 tons.
Ssangyong completed an additional cement plant in
Yongwol in 1972, which raised South Korea’s domestic
cement  production capacity by 1,000,000 tons
annually. By the end of 1972, South Korea’s cement
capacity stood at 8.3 million tons per year. Cement
production now is not only sufficient for domestic
demand, but also provides a surplus for export, much
of which has been going to Vietnam.

5. Domestic trade (U/OU)

South Korea's wholesale and retail trade in 1972
accounted for over 18% of the GNP. A substantial
amount of retail trade is conducted by small family
units with a minimum of capital and inventory.
Market-like concentrations of shops, where the
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ortgind preducens—humer, crullsstien, and othen—
sell theis praducls diveetly te the pablie, are camsaon.
Musl cdties Toove Buge retill slores, bul theis share of
tolal dnmestic trade is selatively snall. They generlly
apere with snadl inventosies wod o minimn of sales
promotion and wdvertising, The estemion of eredil by
manfuctnzing phnts lo wholesales and distributors is
Timited, and Bigh inlerest riles are charged; most
transactions are on a ewh binis, Souh Korcan
wholesalers have developiel a Bmited contaywide
distribullng system theough agents in the varous
provinees wha dispunse of goods tirough keal traders,
but tie lack uf geady eredit hampen the flow snd
reduees the volume 1_3_( guud:. it can be handied.

Exlensive government contro) over domestie trde
segan in 1948, when the South Kowan Govensment
obteined owaership of properlies Wt the Japanee
Sl aweguined or ereated during theie almost Seyear
e wver Koren, Althongh the  govenunent s
encauraged e grawiit of Lie private seclor, extomive
gavernment eonteol of enteririses and nrrketing st
oxists. The butk of apriculurat e is lundhel
(hratgh the govemmeat-uwned Nefional Agrical-
il Coopeatives Fedeaition (NACF), The Jucal
vousperatives assist firmens in marketing crops,
distrbute consumer gaods, aml sopply agricullurl
inputs sach s Sedtilizer. The govesmnent vantrols the
pricing and  distehation of uid-laaneed  ingports,
chiedly Toodstafls anil rw niterials, bul such imperts
nre rsther sinail.

Donsestie trde lizs heen inhibited somewhint by
inadeguate dmmpont Talitivs, olhough s is being
correcled, National highways  commiel the imajor
indusleinl and teading centers, Linge ntbas areas, und
mujar pogls, Othee highways provide fecder services 1o
the mibrsnls, Proviivcgal and locad sowlds proside farase
Lo-marke? Unesponation inde reaote sreas ot seeves
by ke wil systeer, The govermment, with forign
assistnawe, is moderniaiog the highway syxtem and is
expangling wl Improviag the milroud systéam, 1 fate
1972, South Korea,reevived u USSH0 million loan from
Uie World Bank fos o lmurth rsthesud project that is tn
eml 8265 nillion. New expressways have been buill
{such us the recentby-completed Seoul to Pown
superhighway) ur are under contnwtion (the ozwum,
Yongdung, and Sonlh Coasl expresways are due for
completion during the Third Five Yeur Pluad. Coustat
shipping has increased considembly sinee 1967, Jine
partly to the divension of M) snd cement sugoes from
the overburdened milroad system. Efforts have been
madle 1o expund the shipping fleel, especially by
building and inporting pretrolean tankers il cuastal
butk carriers. The Hyundiai Shipyard, o $75 milliose
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installition, is weadng completion near Ulsin. This
suprslanker shipyaed, which i beisg built with British
techuical assistiaiee o hanelle ships of ap 10 700,000
delweight Lons, is expected to become one of the
wathl’s mojor shiphuitding Facilies,

Air tnwsportalion has become incresingly
imporat. The privately-owned Korean Alr Lines
(KAL) is the najor widine ind the prncipal scheduded
air earder, afthough several ssunller airdines also werve
major trueding cenlers. Kinpa aieport in Scoul issenved
by six other nteaational abilines. The volume of air
cargo hins expanded substantially ia recent yeas, bul
teanning eelatively sinal),

C. Economic policy and development

(U/0U)
1, Poliey

The South Korean Govenstaent s direetly fnvolved
it the nutiun’s cconomy, bl 3t actively encourages the
growth uf the private sectop. 12 addition o its wsual
pasticipation through snitiscy and fseal policy, the
govenmen| nwns snany lege eatneprises. The'gnatest
degree of govermtnent conlrid is4a the banking sector:
the govermment mwus and ogertes all miajor financiad
instituiions esvept Ihe Karean Developmen Finunee
Corpozation (KDFC), and it holds s majurity of shares
{2 ull bt ane of the nalional comerciat banks. The
special hanks are govermnent-owned. Through the
Kamun Development Bonk (KDB)—fossly  the
Korea Recomteuction [ank—the goveanaent s
fnvested in anemezons indwstriud and commerciak firns
ereated in confermity <with cconomie development
plans, Aboul 25 largesscale tudustsinl Brms aze diveatly
owned und operaled by the govesmicenl, including
enlerprises engaged In inining, fertilizer production,
and petraleum efining. In addition. the goversument
owas puwer wid Umaspordation fucilities and hus o
monepely is the manufacture of tolkeen products.

The government's stated pelicy hiay been to reduce
its dizect conteol over nonfinsasdal activitivs. Many of
the Tadgest Fonmer uprssese-lominatesd  enterprises
acyuieed by the government after World War [1 were
tosned over lo private owsenhip during the euly
reennslasetion und developsuent perind. Blowever, the
povermenent by invested in lamge-seade ventures i
basice smlasiries where 1t felt the girivate sector ceuld
wnt molilize sulfident sapital. Fhe Inch’on Eleavy
ladustry {Stcel} Cny, the Hanguk Hleavy Mochinery
Co., wd the integnged steclimitl at obhang oee
gm’cmmcn_t-cuwm'd. Ja the past, anee a vonture was
fermily estublishedl, 38 was elthee Lumed uver $o private




ownership and operation, or its future expansion was
left to private interests. For example, the country’s first
oil refinery was government-owned and operated, but
additional refinerics have been established by private
interests. The policy is still to dispose of government
holdings in industrial firms to private interests
whenever feasible.

The government has enacted a variety of measures,
many of them under the Foreign Capital Inducement
Law (FCIL), to attract foreign investment. The
government has pledged to protect foreign investors
from expropriation of their property and guarantees
unlimited repatriation of profits and repayment of
approved foreign loans. There is no legal limitation on
the percentage of stock a non-Korean may hold in a
Korean firm. Generous tax cxemptions and reductions
of various forms are granted and, as of 1970, foreign
nationals employed by foreign companies based in
Korea under the FCIL were exempted from income
taxes. In the Masan Frec Export Zone, which was
established in 1970, foreign firms can manufacture,
asszmble, or process products for exports, using tax-
free raw materials and semifinished goods, most or all
of which may be imported. Foreign investment also
has been stimulated by educational policies that have
produced a high literacy rate, by political stability,
and by an improved monetary situation. Total private
foreign equity investment approved under the FCIL
during the first half of 1972 reached a record level of
US$80.2 million compared to $30.6 million during the
same period of 1971. Total public and private foreign
equity and loan funds authorized under the FCIL
between 1959 and June 1972 amounted to $4,321.6
million. The United States and Japan are the leading
sources of investment. Of the total equity investments

appioved under the FCIL from 1962 through June
1972, the United States’ share was 52.2%, and Japan’s
share was 87.5%.

a. Government budget

South Korea's fiscal position has improved
dramatically since 1964 because of monetary and
fiscal reforms enacted in that year and because of
subsequent rapid economic growth, In 1961 domestic
revenues covered only about half of the central
government outlays; in 1972 they covered nearly 77%.
In 1966, domestic revenues cxceeded current’
government expenditures for the first time; since then,
a current account surplus has been available for
investment. The balance on current account shifted
from a deficit of about 5 billion won in 1965 to a
record surplus of about 109 billion won in 1971
(Figure 10). This resulted from a nearly 40% annual
increase in revenues during that period, while current
outlays rose by only about 31% annually. In 1972 the
current account surplus declined to 39 billion won.
The current account surpluses have helped finance the
rapidly growing capital expenditures. The ove-all
deficit—combined current anad capital budgets—
increased from an annual average of 32 billion won
during the 1966-68 period to 71 billion won in 1971
and to a record level of 153 billion won in 1972, The
deficit was financed mainly by the sale of
commodities made available through foreign aid
programs, primarily U.S. assistance, and through net
borrowing; borrowing has been gradually displacing
aid as a means of finance. The 1973 budget forecasts a
13% increase in domestic revenues over the revised
1972 level, while total expenditures are to be
unchanged from 1972.

FIGURE 10. Central government budgets (U/OU)

(Billions of won)

1966 1967 1968 1969 1970 1971 1972# 1973%*

Current budget:

Domestic revenues. ........ 106 152 229 307 387 484 508 572
Expenditures, current. ... .. 100 135 182 239 293 375 467 484
Current balance...,..... 6 17 47 08 94 109 39 88
Capital expenditures. ...... 41 46 80 132 149 180 192 175
Overall balance. . ....... -35 -29 -33 -64 -55 -71 -153 - 87
Financing of deficit:
Foreign aid............... 31 27 33 23 20 21 est 9 .,.....

Net borrowing 12 16 -3 50 30 36 est 85
Net change in cash balance. .. 8 14 -3 9 -5 -14 est — 59

*Final budget.
**As passed by cabinet.
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Domestic Revenues Expenditures
484 billion wen 555 billion won
Non Tax: 1009 Capital:
Income from government l 8 I “7%] Loans to private sector
investments and enterprises b % r &3 P
Other 49, b Capital government
Taxes: projects
Indirect Current:
Customs duties 139,
Defense
Internal
Educaticn
Direct
Income
‘ s Other
Corporation +12%
Other 3% /1

FIGURE 11. Composition of central government domestic revenues and expenditures,

1971 (U/OU)

Central government expenditures have risen rapidly
over the past half-decade mainly due to increases in
salaries of both civilian and military personnel. From
1967 to 1972, government workers received annual
pay raises of between 15% and 30%. Defense
expenditures—the most important Ludgetary item—
accounted for about 86% of current expenditures, and
as a share of total spending, they have remained about
the same since 1968. Education is the second most
important current budgetary category, accounting for
roughly 18% of total expenditures (Figure 11). The
share of central government outlays devoted to capital
projects, including loans to the private sector,
increased from 22% in 1964 to 32.5% in 1971, when
capital expenditures reached 180 billion won. Major
areas of capital spending have been transportation,
communications, education, ag.iculture, and electric
power. Governinent capital spending accounts for over
two-fifths of total gross investment in South Korea and
is a powerful instrument for implementing the
government’s development strategy.

Taxes accounted for roughly 88% of central
government domestic revenues in 1971; the remaindet
was mainly income from the tobacco monopoly and

16
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other investments and enterprises. Most tax revenues
come from indirect taxes, which accounted for about
54% of all domestic revenues in 1971 ; internal indirect
taxes alone accounted for 41%. The latter include
excise taxes on numerous goods and certain charges
against business operations. A tax on personal income
i the prime direct tax and is the single rnost important
source of revenue, accounting for 19% of total
domestic revenue in 1971. In 1972, under revised laws,
a personal income tax was levied on most wage and
salary incomes at progressive rates ranging from 7% to
48%. The only other significant direct tax is a
corporation tax, which contributed 12% of domestic
revenue in 1971.

Taxation policy in South Korea underwent a
reorientation during 1971 when 16 tax laws were
revised. The revisions, which became effective 1
January 1972, were aimed at promoting a more equal
distribution of income and greater capital investment.
Corporate tax rates were reduced from a range of
27.5% to 49.5% to a rznge of 20% to 40%. Under the
revised laws, the overall tax burden was lewered
slightly. Tax collection enforcement has been
improved in recent years, with enforcement being
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concemtrted i aseas of highest 1oy plelds—high-
income ifadividuuls il businesses; the effeel on
privale savings las been solstuntial, since thase
proups have the highest prapensity 1o wve,

The Leonomic Planning wosrd, headed by the
Deputy Prae Niaister, is sesponsible for dealting the
natienal ldeet, The Board, however, must ol
apponal from the cabinet, which has o power to
miake clumges in the hadget, The Presideat submiils
the lbudget 1o dhe Nitinsal  Assembly for final
approvals wie or e supplemenlany budgets usnlly
aee aeleles] during the course of 1he year.

Peoviuginl and docal govesument speading, holk
ensrent and cpital, todale? abow 257 billion wen in
1971, Mot of thise~alaal two-thinls—was finnneed
by trunsfers (In the form of grints amd loans) frem the
eentral government hndgel, hut centml gavemment
suppeet iy i be seduced and plans call or measures 3o
Inenese dhe provinelad and local governimesis own
revenpues frons toves and other sourees. Tn 1971,
provincial and local tux revenaes aecounted for ulionl
1% of the Wt tuxes collected. The greater purtion af
lcal governmen expenditares is for education,

b, Money and boanking

The wnnelary unit of South Korea is 1he won. No
par value far the won hias heen established with thie
Dutenational Monelary Fund (IMFL Tt according in
 B972 agrevrcent with the INMF, (he South Knrean
Governmenl wilt conduct Its transactions with the
IMF at o mte of 350 wen per US$). A Fexible
eneliange wte was estublished, 10 be dptermined by
the supply of and demand for lorelga exchunge. Pror
tn 1972, the won wus allowed 10 depreciale graduadly
duzing futermiltent petiods, wus fixed at olher Gmes,
and was devalued- by (.35 3n Novembee 1969 and
1295 in June 197 The wan depreciated gradoally
lz0m 373 won prer G.S. dullir {n Decenlior 1971 to 100
won pee ULS, dollar in June 1972, The latler mte way
maiatained whes (he ULS, dollar was devadued in
Febraaey 1973,

The Bank of Kawea fonctions as the central hank
und 15 the hank ol dsue. 1t sepervises commerci
anks, provides loams 10 the govesnment e 1o other
hanks, uad implemenls the goveenment's monclary
policy. That policy Is detenned by the Monelary
Board, whaose decisions are subject to goveenment
approvad. The Kerea Exchange Bank (KEB), whse
cipilal is whally subgedled by the Bank of Kones,
speclalizes o inlermational Danking und  forelpan
exchange selivitivs.

The goveraaent is the prncipal sharcholder in ol
hut oue of Sonth Kotwa's 13 commercial lunks, of

which five—the Choheung Bunk, the Connnerciul
Bienk nf Korea, Uie Fint City Bank of Korca, the Hanil
Bienk, and the Bank af Scoul—ure tationwide :nid Llen
are local. tn 197t thie government owned 16% of the
comhiaed otal shares of he five natlnmwide
commercinl banks, In 1867 forelgn banks were
allowrd 1o establish bruches in South Korea for the
Gt time sinee the end of Workl War 11, By the end of
1972, cight foreiga bunks had branehes in Sonth
Korew, inehsling three from the United States—Chase
Maahatlan Bank, Finl Nabional City Bank of New
York, und Band of Amesca—four Jupanese banks, asul
otie frum the United Kingioae,

The bankivg system Inclades o number of
apecinlized busks, The Karean Rezonstruction Bank—
now the Koma Development Rank (KD Blewas
estaldlistied i 1931 2o supply and admisister funds for
financing indwstdal projects, s naln soitee of capital
has been central govermment fouds, althougls it can
botraw elsewhiere, aceep! deposits From the generl
pubilie, anml isue debentaees, Flie Medium fndustey
Rank, owaed jointly by the goversaient und prvale
sulscribers, provides erdit to higherisk, smalls nnd
mediumesize boslnesses hat otherwise would e
unalde to ubtain bank Jeans, The Citizens Nutionul
Bank eaters to smiall depenitars, el its voluine of
Business is small, although it has over 30 Lranches.
The Nationul’ Agricalturd Cooperatives Federation is
Snsth Korea's major ageicultnmd eredit institution,
providing loans 10 Earmers theough loval cooperalives
throughout the conatey. Other specialized  banks
inglaule the Korea Honsing Bank, established in 1967
to finmee the constatetion asul purchiase of Jonses;
and- the Fedemtion of Fisheries Coopeatives, which
thakes Joons du the fishing tidwstry, AR of ilicse
spreeialized  haks ane government owned  awmd
fimueed. The Tirst privately  owned  spectilized
financial instilition, the Korea Development Fluance
Carporalion (KDFC), was formed ia 1967, Fhe
shurchiolders inchude membens of Semds Korean banks,
insnranee  companies, the Federation o Korcan
Industeies, Uie Tntersational:Bank for Revonsiniction
atul Development (1IBRD}, und several forcign banks,

[n fate 1963 the country iniltated relanes to correct
a deledumting maenctary and finnncial conditivn e
which wholesale prices were increasiog al an aenual
ate of 4%, Stabilizalion measans were (ke
inchecling shaep ents i the goversanent's cament aeul
capital oullays and o devaluation of the won. Asnual
slaliflization  progesns, which set cellings on the
Ginuncial opesations of both the public and private
sectars atd broadly ontliied 13 necessaey suppanting
polivies, have goveined the anklaflationary offun
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since 1963, The stobilization program was partly
sueotssful. During £967-71, wholesale prices inereased
by an average of 7.8% numwlly, The wholeuike price
index i June 3972 was 165 higher than in the
cormsputicing manth in 1971, wul in Angnst 1972 5
new ceanamie stabilization progrom was initinled 1o
hald the anmuzd wholesule prce increases to 3%.
Belwerst June anel November 1972, the whobesale
prive sudes hisd risen only 0.5%¢,

2, Development

The govennnent 332 camne to powerin 1961 durag
a period of cconomic staguation  inunedinlely
formulated aneasures 10 evive economie growth. Four
S-vear economie develoganent plais were envisneed
thot wuolld mase $tam duuble per eapily incmne io
uver USS200 by 2981 it weuld enahle the connlry in
carn sufficient forelgn exchange 1o meetl ils impond
uceds, Thus far, the plaus bave served mose us guicles
than us detailsd bluepnnts, and prgmatic plamers
luve made weljustments us necessasy, especially in
view. of more mapid growth than was expected.
Although the plans are Sormoited for Soxear periods,
the developnient buidget is prepared i an aimoal
Easis ut Lhe start of cuch fiscol yeuar. *

The Fist Five Year Plan (1962-66) geacmlly
achfevedl the'stated goals of laying the founditions for
eoonomic development, despite a stabilizalinn
prograst thal femporasily slowed econesinic growth,
The Sccond Five Year Plau (1967-71) wus very
suceessful, achicving un overige snmial geowth rale of
11.4%, compared te the ariginal goal of 7%, Most of
the smnjor goals, except those of the agrcallunl sector,
were surpassed, as shown i the follawing wholtion
of aunual average reil growth mites, planped il
selupd (based on 1965 constanl prices):

ACTUAL  ORIGINAL PLAN
GROWTILRATE  GROWTH RATE
1987-T1 09771
(i pereent)  {in percent)
Crogs nattonal product ........ 114 70
Agriculture, forestry, and fisherics 1.9 50
Mining and wianufacturing .... 211 w?
Terthasy activitlee ....,....... 133 68
Exports of goods and services
{inctuding factor income from
sbroad) ...eo.ieiiil.. 202 128

Even thosgh ihe hirgels were revised vpwaed
substamtialty durng the cnosse of the Second’ Five
Year Piem, they were mel sulisfuctorly,

Fallowing the successful implemeatation of e
Second Plaa, the Thind Five Yeur Pl {1972-76) was
lantiched, projecting an averpge anawal grawth rale of
8.6%. Major eniphasis wos: ptaced on expansion of.
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agdeultusml production, The govermment now s
stmdviag w possilile upward revizion of growth Lagets
in the Ehind Five Year Plan to bring e inte line
with the wore snbitious goals aleeatly st Tor 1050,
which include wn export goal of USS$ID billion and o
per capilu GNP goal of S1XK).

3. Manpower

Sonth Kiea's lubor force in 1971 was approxi-
mately 10,265,000, equivalent to about 31% of the
totab eslimuted population of and alout 35% of the
workiug age population {pesuns B vears of age and
okler). The average vunuad growth rite af ihe tabor
Toree during 1967-31 was 1,7%, compares| 02,37 lor
the wtal popudadion.

The upemployment probleen, olthough somewhat
ieuproved, remalus serious, espeeindly for high sehool
and wnivenily stadeats. The memployment rale
declined continuomdy from 8:3% in 1963 1v 4.5% in
1971, when 57,60 people were recorded s
nnenployed. The vaemployuent Gie nse to 6.535 in
the fint anartes of 1972, when evonomie activity
temporasily shaved. but deopped 345 in June, ‘The
mote serjous e petsistent problem is omlerenmploy-
menl, espeeially 0 the agricolinal seelor, Awoul
173000 people, oc slmwt 3% of thase employed,
wirded bess than 1S hours a week In 19710 Inany
evenl, dutal employment irercased st an avenge
anmk rote of whond 22% in 196771 snd telated
D.708.00 pessons i 1971, This increase primaly
ceflects the growth of employsent in manufuctueng,
vonsteuction, transworation, and cormmunivalion,

‘Theee is no official estinute of the potential llos
reserve. During the Karean war {1930-33), uboul 2
million  evonnmivally fsaclive persons, fnchading
howewives and students, swere rawa into the lbor
foree Fm o population of uboul 21 million. Siuce the
noemal retirement uge for employees in medinm und
lugge firms is 55 yearns, u nutbee of uble and
experienced men conld vadoulinedly recntee the Jalior
foree in case of mtional cmergeney. However, the
greatest meserve is within the existing luboe fiee und
includes the unemploved, underemplosed, and
pesuns working past lime. In padiculir, tere wee
miasy well-Asalied wonien whe are not fully wiiized in
the Sonth Kosean eceanemy. College-edureated wonen
in prfessionad fidds find it difficult 10 secure jobs,
althcugh female employment has sisen Faster thin
male employment since 1967, There aee still relatively
few [emale doclon, lawyers, o5 sientists, Wotnen
comprise 36% of the babue foree, enmpiceil 10 ahout
405 in the United States sud in Jupan.

In 1971, about 489 of the employed labor foree was
engaged i agricullnre, forastry, hunting, and fishing,
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FIGURE 12. Emplayment, by industry (U/OU)
(Thousands)

1965 1971

Percent Percent
Num- of Num- of
ber total ber total

Agriculture and forestry.. 4,785

56.2 4,597 47.3
Fishing and hunting. . ... 215 2.5 112 1.2
Mining................. 79 0.9 88 0.9
Manufacturing.......... 800 9.4 1,287 13.3
Construction....,........ 264 3.1 333 3.4
Public utilities.......... 19 0.2 24 0.3
Transportation, storage,
and communication.... 204 2.4 354 3.6
Commerce and other serv-
fees......ooiiiil.., 2,156 25.8 2,913 80.0
Total.............. 8,522 100.0 9,708 100.0

14% in mining and manufacturing, and 37% in
government, construction, commerce, and other
services (Figure 12). This represents a significant shift
from 1965, when aliost 59% of the employed labor
force was in agriculture, forestry, hunting, and fishing,
and only 81% was in the service sector. In 1971,
manufacturing accounted for over 13% of the
employed labor force, compared to about 9% in 1965;
the civil service employed about 437,000 people, or
about 4.5% of the employed labor force.

The labor force is largely unskilled, and workers
trained in modern techniques still comprise only a
small proportion of the total (Figure 13). The
government is placing considerable emphasis on
upgrading manual, technical, and higher-level
managerial and professional skills. Since the
promulgation of the Vocational Training Law of 1967,
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vocational training has been expanded and improved.
In 1970, 30,558 people were trained, compared to only
10,738 in 1967.

There are 14 legal holidays in South Korea, and
employees receive 8 days of unnual leave a year or 18
days after ten years of service. In addition, leave is
granted for sickness until recovery, and maternity
leave amounting to 60 days with pay is guaranteed by
law. Strikes, although outlawed since December 1971,
do occur, but they are relatively uncommon and
unpublicized. During the 1-year period ending 31
August 1971, there were 236 labor disputes, of which
only 23 developed into strikes, which involved less
than 2,500 people. The chief labor organization is the
Federation of Korean Trade Unions (FKTU), which,
in 1972, embraced 17 unions with a membership of
504,624. Among the largest affiliates are the textile,
mine, and transportation workers” unions. The FKTU
has been more or less openly under government
control or influence since its inception in 1946.

D. International economic relations

(U/0U)
1. Trade

South Korea’s exports (f.0.b.) increased from
US$32.8 million in 1960 to $1,067.5 million in 1971
and to $1,624 million in 1972 (Figure 14). Imports
(c.i.f.) also increased rapidly from $343.5 million in
1960 to $2,394.3 million in 1971. In 1972, however,
imports rose only to $2,522 million, as domestic
demand became sluggish and import substitution
continued to increase.

The composition of South Korea's exports changed
considerably between 1967 and 1971, although all

FIGURE 13. Employed labor force, by occupation (U/OU)
(Thousands)
1967 1971
Percent Percent
of of
Number total Number total
Professional, technical, and related workers......... 247 2.8 411 4.2
Administrative and managerial workers............ 76 0.8 64 0.7
Clerical and related workers...................... 412 4.6 661 6.8
Salesworkers. ... ......ooviiiiiiiirerrreennannns 1,124 12.6 1,240 12.8
Farmers, forestry, and related workers............. 4,686 52.6 4,557 46.9
Fishermen and hunters................ccvevnnnan. 222 2.5 133 1.4
Production workers and other laborers............. 2,147 24.1 2,642 27.2
Total. oot i it 8,914 100.0 9,708 100.0
‘19
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maor grups uf capords wee in value. Manufactipsk
goexh, of swhich abuut half consisted ol tet'es aud
clothing, rose froan 67% ol 10tal exparts in 1967 to 525
of otal exports je 1971, while expntls of fomdsinffs,
beverges, lohacen, und crace materials fell Fron 335
to 8% (Figure 13}

FIGURE 15, Composition of exposts (UJOU)
{Valuve in millions of U.$. dolfors}
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The compumniticn of Iinports slse changed anticeably
between 1967 and 1971, Fombiulfs, beverges, amd
tobaceo Inereasedd uy o shure of Lolal imgparts frer 105
tn 17%, while manaliclured gods decreased fram
63% to 57% (F.gure 16). Bupons of row matedals for
the numulacintng sector showed nlinest no cxisge as
w share of ol imporls.

The United Sttes and fapan are Soulh Korea's
najur Inding parners, 1o 1972, eaports Lo 1he Uniled
States and Japan seenunted for over 715 of Lolul
eaports, and inpuorts Moo thow conatries umoanied Lo
675 of tatal imponts (Figure 17). The U.S, e of
Kervan expords rose from 30% fu i669 10 325 in 1968,
but @& drupped 16 -17% 1001972 s 0 resull of ae aetive
pulivy of South Korea ta divenify its export markels,
The migor expots to the United States were elothing,
textiles, vences anl plywond, wigs, aud electrieal
enachinesy, hopoats Erom the United States acconnted
for 265 of Stk Karea™s imports [n 1972, down Smm
e in 1964, Wheat, rive, collon, aml wmuchiner:
male vp over 63% of the imponts from the Upied
Stales in 1972, Santh Kosesn recorded dis fint soeplus in
tretle with the Usnited States in 1972,

Japin hus tong been i srijor South Kopan truling
partaer After Japien's dumination o Keass endid in
1945, the South Korean Govesnmenl altempted to
sestict drade with Japsn, but by the 1950 teanlis bad
reached o substnlal level, South Korea's ismporly
Lrom Japart dnenrased froma USSEI0L mitlions in 1964
10 $933.8 anillion in t97), 1 1972 Jupan nccounted for

tofie 1071 1972
Percent Percent Pooeenl
ul of of
Value tatal Valie lota) Value tota)

Fixh aml fish prepacations........ 269 4 12,2 4.0 701 3.3
Fruite and vegetablea.....coovee. 900 2.8 2.7 1.2 %a ra
Other {ood, bevemges, aid (oharce, 9.0 2.5 2.0 N na "
Rilkiveavesrrerrnoronsneneneies 188 s.2 9.7 3.0 3.8 3.3
Mineraly, ineluding conlo. oooeaan 2901 2. 7.8 1.5 Y] na
Othet crvde mnterale e, oaen.. 4.2 44 25,7 2.4 "~ 0
Texclles and clotidng.o.ciu.on.an. 1082 4.8 1,10 41,5 dQIR.R 3.1
Plywood. ..cviiien ciiiniianaa. MA 1.4 13,5 1.8 1834 mn.J
Wign amtd cyedrowe.. cioaniannae 2,7 7. 6o.0 'R 73.8 3.8
Flecinea) equipnient.. covveniey 7.4 2.3 648.5 6.4 124,2 7.7
Teonand eteel...oviaiinnnivanas 1.0 0.8 4.4 2. Ra 29
Footmear..iocovanean A M ] 2.c a4 3.5 5%.4 3
Other spanufscluses. ... coe.o.. ., v 2.6 107 .4 10.2 a0 e
Tolal exportss e eeivreane. s 3202 100,0  |,0L7.5 00,0 t,024 100.0

ng  ais not availutile,
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FIGURE 16. Composition of imports RIfOU)
(Value in millions of U.S; doilars}
1 5ry 1973 1972
Crreent I'erecnt Prtcent
af of af
Valye total Value tatal Valye tutal
Ceteals. ..., ..., Hreerseaaenaa 0.6 7.2 301.0 2.2 ne ne
Sugtar amel augar greparstiona, ... B.7 1.0 K| 1.6 ta ra
Aninml feedos ..oyl 3T 0.4 33.90 1 ¥ 6.9 6.2
UGther food, beverages, nod lubaceo. 4.0 0.4 5.0 1.1 Ra 4¢
Woud, pulp, and paper. ... ...... (2N .5 1910 5.0 (5514 ~
Crude getealeums., ., . ... ... PPN 338.0 3.8 1710 P 1 8.6
Haw entton,...ovuveinen. L., 0.3 .2 5.2 a.5 na na
Iron and seed kepp.an. ., ... ... 15.0 t.9 33.5 2.2 xn.7 t.t
Monmade litkesoocoan, L, Lo B 1.2 .2 1.6 ny na
Other eride maierdals.. ... ...... Fp K] 7.9 133.4 5.6 ne ra
Cheraleals, oooeuuounnn oo, 113.0 1.3 200,n N.§ 3.2 4
Texses.ooioio,0n.... 0.6 7.8 ‘13z $.7 hgy 1.8
fronand steed., ... oo, ..., 54.3 5.6 nr.oe 7.0 W73 6.7
Textile machinery.............., 2r.¢ 2.8 55,2 3.4 3.2 (8¢
wlecleical equiprarnt....,........ 7.4 4.8 1§32 A B 8.9
Other machlnery, ............... 113.1 11,8 5.5 . 3.0 2.2
Transpors equipment..........., 121.4 122 187.5 7.0 1782 7.8
Uther manufactures...........,.. 75.4 N 105.5 6.8 aq na
Towl imperts~, ..... e eseaa, o M2 00,0  2,391.3 .0 2,340 .4
wa  Pata unt mvailable, i
“Includen all yarns, filiera, and fabsics. :
(Muilions of U.S, Doltars) ($2.522 million ) :
. IMPORTS
Kawai %
i
» i
1,624 miltion
Uniled States. Sacan Othar
7a%
4

FIGURE 17, Major trading portners,
1972 {UfOU)
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abint A 1% of Korew's letal imports. Albosgd South
Kurean espors To Japan Gietrased from $38.2 millien
in 1964 ta 8262 mithon in 171, ey decieisd s 2
percentisge off (alal exporty, from 32% w 20.5%, but
e slightly (e 25,8% I 1972, Soulh Koren's trade
drficil with Japan rose Tom 5228 sillion (i 1966 to
$S692 million in 1971 Japan is o majoe custosmer fur
Soulh Karvan clothing, rw silk, winl marine producs.
The medt Smporton $mports from Japan ane
wuchinery, lestile vaem andd Fabiies, s aal steed, st
Irnspart coguiprient,

Among South Korea's other truling  partaen,
Simgapore and Canadit ase importaut nitkels for
tesile products, wend the Philippines, Isdogesta, and
Malaysia ate Soulh Korea's major snurees of
aedwoml. Bnports from the petmdenm-predacing
cotntsies of Kowait and Saudi Arghii have picked up
antiveally, svemsaling fur 7.25% of South Kuea's totul
tmpords in 1972, compared to 2.6% in 1968 and nene
tr 1966, In 1971, exports 10 Eusope amounted to
USSST.E millivn, amd impers Trom thay contiaent
wached $26L.3 fllion. West Cormumy aiid e
supplicel alowr 56% of e Tmparts from Weslem
Earope, maisly muchionery and teanspot cyuipment,
in the Bint nine montly of 1972, icre was an fnewese
of auboul 0% in Kurean esparts t0 Weslern Ennipae
L was Largely necomated for by tesiles, Suith Kogea
has secently begun liodted 1aule while Eastere
Eusopran countries, sl of which i+ eemdoeled
though the Netherbmls, This tnade  reportedly
amcinted (0 $2 million in 7Y, and cfforts are
vureently I g made to expand il.

Suuth Korea graduadly reduced its import
reshiclluns arler 8964, hut il Hpidened them in 1968
and agads (n 1971 becanse of alagen ot the supid
expamieil of npords, South Korea uses o “negative-
Hst™ system thut prohilits or costrivls the impat of
listed emenontilics. Mems are “Yisted™ i hey are
nnessentinl gods or i resteiceting their limportation
wonld aid domestie industdes. In t971 the
goveraimenl took measnres to curdy imprerts of cortaln
nanessential Hems and wevised egatations governing
Tnponts fram Jugan und otler countes with which
South Korea hod large 1rube delivits, From November
1970 1o November 1978 the numbwer of restricled
imports inceeased from 329 to 570: the number of
prehiibited items rose from 240 to 7:3; and Lhe nuimber of
fless wuiomatically pprived for fmpod declined
rom 710 to 669,

APPROVED FOR RELEASE: 2009/06/16: CIA-RDP01-00707R000200080006-1

vaitad Jnflows, Bedweens 1967 wnd 3971, (ke enrent
aveontl deficit rose nan US$192 miillion to $548
millivn, fasgely as a mesult of mpidly expanding
tmparts (Figure 18} Daoring ks perad, the 1mde
deficl grow from $37.4 millions 10 $1.046 milfion, und
1he nennatlitary service deficit nne I $14 snillion lo
8191 millivm, wuinly because of gaeeter Mrelght aad
insuntice el and fnvestlment hcome paymiests.
Rewvipts Trnn U.S. Torees i Ko, Ahe presence of
South Korean Lvaps ia Vietnam, and Vietmon-relaled
soeviers, which lagether camed $219 mitliog jn 1971,
have padiatty offset the other servien deficits, Tlhese
seeeipls. however, have declined sinee 1969 vl were
eapected so Lull inhies beeause of Lhe U.S. sithdrawal
of tmaps Lom Vietnam aml reduetions in South
Kozea. Snuth Korea also bas withdrawn its sonpy-rom
Vietnaen. I ozhlition, the nel reeedpls fn privide
tntsfers declined Tro $142 milliun in 1969 1 $107
miltiun in 19T), wnt e aet reecdpts i govermeneat
tansfers, mainly aid and gants, decdined from $19§
mifliin in 1969 to $64 million in 1971, 1n 1972, the
repid ineseiase itk exports wesulted s eeduction of the
Imdde deficil to $578 willion undd w decline i e
entrent accornl deficit Lo 8330 willing,

Ou the capiial uecount, the net juflow of private
lnng-lerm eapitul, ineeeased from tess than USS10
million in 1962 to $23% nillion in 1967 and to $293
snillion i 1971, Net foreign tending (0 momelney
institastions amd nel private shortslerm capilal inflows
have increased significantly in recent vears. Nel
ilvate shont-leem capltul inflows rose from §43
willion Tn 1967 o shinust 8133 million In EA71, bul
teclined fn 1972, Nel govenent Joseign Jans
inervased subsinntiolly, tndating $235 mittiun v 197¢,
compared to $83 million in 1987, The vversll suiphes
un the nonmonclury capital secoust grew from $292
witlion in 1967 Lo $662 million in 1971, Net
nenmanety capital inffuws duggng 197t Tell short of
the cureenl acconnt defivit Ty $62 million. and the
dilference was fivanced By ael inwiclary seetur
reeetpts and net changes i reseeves. Fhe Bunk of
RKaiea's gold and foreiga exchange reserves incrcused
fron $337 millien ul the end of 1967 10 3620 million ue
the el of t970, then foll (o $768 mittion o the ead of
1971, At the end af 1972, the weserves hud reached
$684 million,

The South Kurean vcenomy grsduatly is hecomning:
less dependent on Forelgn aid, padticulurly gram-type
wsistance, aud is relying inore on private luaas asal aid

2

P
.

EERPS

AT

R S

from imternntiosesl  financial 3onstilations. Soulh
Katea's expor camings have been. Bnancing an
incrsising porting of fls imports—67% . 197)
vompand lo 3% in 1965, Fureign commereial boans ¥
finaneed 23% of 10tal Iimports di 1979, compared 10
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2, Balance of paywents

Until 1972, Sauth Korea's halanes of paytnents was
chamclerized hy u growing deficit an the currenl
azeount, which was offset 1o u luige extent by prvale
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(Millions of U.S. dollars)

FIGURE 18. Balance of payments, selected years (U/OU)

Goods and services:
Merchandise:

Exports (f.0.b.)

imports (f.0.h.)

Trade balance
Services, net:
Freight and insurance
Other transportation
Travel............... ees
Investment income
Military expeaditures

Private

Capital account, net:
Nonmonetary:

Private long-term. . . ...

Private short-term

Monetary sector:
Bank deposit money
Central institutions

Total capital account
Changes in reserves:

Reserve position with IMF

Foreign exchange

Total changes in reserves
Net errors and omissions

1967 1969 1971
.......... 334.7 658.3 1,132.2
......... . —908.9  -1,650.0 -2, 178.2
.......... -574.2 -991.7  ~1,046.0
.......... -52.3 ~85.2 -122.1
.......... -2.2 -3.7 ~-2.8
7.9 5.2 16.4
.......... -1.8 -4.6 ~90.6
171.4 249.4 219.3
18.3 24.9 -8.4
15.8 11.3 16.1
.......... 157.1 197.3 27.9
.......... -417.1 -794.4  —1,018.1
.......... 90.7 141.9 106.6
134.5 103.9 64.0
225.2 245.8 170.6
......... ~191.9 - 548.6 -847.5
233.4 372.1 292.7
45.2 56.5 134.6
13.1 202.8 235.1
0.9 88.4 134.1
0.0 -3.1 26.3
......... 202.6 716.7 822.8
......... 0.0 0.0 -37.3
......... -111.8 ~161.8 48.9
...... ... —111.8 ~161.8 11.6
......... 11.1 -6.3 13

7% in 1965. Aid-financed, relief, and other goods were
less than 10% of imports in 1971, compared to 40% in
1965 and over 70% in 1960.

The surge in foreign commercial borrowing resulted
in an outstanding external debt of over US$3 billion
on 1 January 1972, and the debt service in 1971 on
loans of over 1 year maturity was estimated to equal
about 20% of total foreign exchange earnings—up
from only 11% in 1969.

South Korea is affiliated with several international
institutions, notably the International Bank for
Reconstruction and Development (IBRD), the
International Development Association (IDA), the
International Monetary Fund (IMF), and the
regionally-oriented Asian Development Bank (ADB).

7
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3. Foreign aid

Since World War 11, South Korea has received large
sums of foreign economic aid, mainly from the United
States. U.S. economic aid commitment during U.S.
fiscal years 1946-72 totaled US$5.6 billion, Between
1948 and 1954, U.S. assistance was concentrated on
providing food, clothing, and shelter to the populace.
From 1955 into the early 1960’s, the emphasis was on
development of infrastructure and on technical
training. In 1962, the U.S. aid program began to
concentrate on the establishment of import-
substitution industries such as fertilizer, cement, and
food processing, and export-oriented industries such as
synthetic textiles. At the same time, however,
infrastructure projects continued to be important,
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notably thermal power and telccommunications Japanesc official economic aid began in 1966 under
3 fucilities. The shift from grants to Jong-term loans also the terms of the 1965 Normalization Treaty, in which "
' began in 1962, During U.S. FY1946-61, American  Jupan pledged US$300 million in grants and $200 -
4 foan commitments to ath Korea totaled only $32  million in loans over a 10-year period. West Germany
m_'l_l“’“‘ while grant commltnTcnts rcach}cd $3.2  ,lso is a significant source of foreign aid, pledging
billion. In contrast, loan commitments during U.S. Al ) .
oy eaery = . . about $64 million in loans and technical assistance
FY1962-72 rose to $1.1 billion and grant commitments . - . a1
- . grants in 1964-71, of which $36 million had been
were about $1.4 billion. The phase-down of Hbursod by the end of 1971 M nal fi o .
development loans on concessionary tuims began in f‘s ).\m? by the end o : ut'cmah()na erauua
U.S. FY68, as loans from the U.S. Export-Import Bank institutions have also markedly incicased their loan
on commercial or quusi—cnmmercial terms increased. commitments to South Korea. From 1959 to 1971, the
3 Long-term cconomic loans exceeded $212 million in country received loans totaling $387 million from the
1971, compared to less than $4 million in 1967. Food Asian Development Bank (ADB), the [uternational
3 ‘ for Peace (P.L. 480) aid, which fluctuated inversely Development Association, the International Finance
E : with South Korean harvests, totaled 81.5 billion Corporation, and IBRD. Most of this aid was
; during FY1946-72. Following average of good committed in the last 8 vears and was used for
harvests, it ranged from $60 million to $70 million  development projects such as highway construction,
annually, but it has been much higher during times of irrigation projects, cold storage facilities, school
drought, hitting a high of $212 million in FY72. construction, and sericulture development.
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