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History
The establishment of the US military government in Incheon on September 8th, 1945 after the defeat of the Japanese implies the beginning of South Korea’s history. Lt. General John R. Hodge governed the newly built government. Throughout this period, South Korea suffered from great political and economic disorders mainly due to the effects of the War. The first constitution of the nation was established on July 17th, 1948 following the general election of May 10th, 1948. Accordingly, the first Republic of South Korea was officially founded on August 15th with Syngman Rhee as the first president.
Since 1960, the economy of South Korea grew rapidly with the First Five-Year Economic Development Plan (from 1962-1981) under the governance of Park. Park’s policies brought up private entrepreneurs through measures such as low-interest bank loans, direct subsidies and tax benefits. These policies produced prompt outcomes for the industries such as textiles and clothing that suffered from the lack of imported raw materials after the removal of taxes, restrictions on the import of intermediate goods, and the ease for raw materials import quotas. Not long after, Park regime transformed into “financial diplomacy” with other countries. As a result, the combination of foreign supports, educated labor force and a beneficial international market leaded to an export drive for the country. 
In 1971, the government made an agricultural movement to improve the environment of farm and increase the agricultural production and income. During the first two plans, the economy of South Korea grew rapidly, exports and saving rates increased while the sector of manufacturing played the leading role in driving the growth of the nation’s economy. Under the third plan, the country started investing in the industries of steel, machinery, shipbuilding, electronics, and chemicals. The plan aimed at preparing the nation for the world competition. 
In 1978, the problem of inflation hit hard the nation as a result of the side effect produced by the over-emphasis on exports. In the 1980s, investment of the nation concentrated on labor-intensive industries that dealt with consumer products and subsequently restrictions on import were lifted. In 1983, the urgent anti-inflationary measures and the upward-turning world economy greatly helped improve and strengthen the economy of South Korea. 
The Sixth Republic began with Roh Tae-woo elected in 1987 and one of Major General Chun Doo-Hwan’s colleagues. In 1992, Kim Young-Sam was elected president and became South Korea’s first civilian leader in 30 years. During this period, the country undertook the “Sunshine Policy”, which was a big step of efforts to resolve issues with North Korea. In 1997-1998, the profound weaknesses of the country’s economic development model such as high debt ratios and massive foreign borrowing was exposed by the Asian financial crisis. 
Economic development

Since the 1960s, South Korea has gone through a substantial economic growth, mainly based on the export development strategy. The series of the five-year economic plans supported a shift from agricultural to a strong industrial - and afterwards high technological framework. 
South Korea has been having one of the most rapid growing economies in the world. According to a nominal measure of Gross Domestic Product (GDP), it is the world’s 10th largest economy. In 2005, South Korea was placed as the 12th largest world economy at US$1.101 trillion.
An export-oriented economic development strategy contributed greatly to the substantial transformation of Korea economy. On the basis of the strategy, many successful development programs were carried out. According to The World Fact Book, from 1962 to 2007, Korea’s Gross Domestic Product (GDP) increased from US$2.3 billion to US$969.9 billion, with its per capita GNI jumping from $87 to about $20,045. These impressive figures clearly show the huge success from the economic programs.
Raw materials are the major import items including such as crude oil, general consumer goods, foodstuffs and other goods such as automobile machinery and electronics. 

Korea’s rapid development of economy from the 1960s was mainly driven by high saving rates, high investment rates, and the strong education emphasis. The nation became the 29th member country of the Organization for Economic Cooperation and Development (OECD) in 1996. The following graphs provided by The Bank of Korea show the nation’s GDP growth in recent years.
* GDP Growth       [Unit: US$ billion]                * Per Capita Growth     [Unit: US$]
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Source: The Bank of Korea                                     Source: The Bank of Korea  
Historically, as one of the fastest growing economies in the world, Korea is moving to become a powerful economic bloc during the 21st century in Asia.
Leading Sectors:
The service sector comprises growing industries such as retail and tourism is now the largest economic sector of South Korea, accounting for 57.6 percent (est. 2008) of gross domestic product (GDP). 
South Korea's current industrial composition emphasizes on heavy manufacturing and high technology production and research. It is the leading world producer in computer memory chips. The following shows other key industry sectors in South Korea:

· food processing 
· semiconductor manufacturing 

· automobile production 
· electronics
· shipbuilding 

· telecommunications
· chemicals
· computer manufacturing 
· steel 
· textiles 

Import & Export Trends
Korea highly depends on the imports of raw materials, capital goods and energy. In 1990, imports of raw materials and capital goods accounted for 53.9% and 36.5% of total imports. While foreign purchases of consumer goods, accounted for only 9.6% of the total. While A Korean exports mainly comprise electronic products, machinery and transport equipment, Semiconductors, wireless telecommunications equipment, computers, steel, ships and petrochemicals.
As Korea is making the shift from an economic strategy based on low-cost labor to the one based on capital and technology industries, the import of capital goods has continued to increase significantly in the 1980s. In 1990, they increased 8.8% to $25,470 million from $22,370 million in 1989. Encouragement of the government’s import liberalization program in recent years, imports of consumer goods have continued to increase sharply since 1986.

Direction of Trade & Economic partners
The charts below indicate the direction of trade of South Korea in terms of imports and exports. Overall speaking, the countries of Asia and North & Central America have been the main trade partners of South Korea since 1990.
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Source: ADB, Key Indicators for Asia and the Pacific 2008
The main economic partners of South Korea are China, Japan and the United States. Based on the year 2007, the following table provides a rank ordering of trading partners starting with the most important ones; it includes the percent of total dollar value for imports and exports:
	
	China
	Japan
	US

	Imports
	17.7%
	15.8%
	10.5%

	Exports
	22.1%
	7.1%
	12.4%


On the basis of year 2006, the import growth has raised 3.6% until 2008, while although the export growth still remains stable, the growth rate has been inferior to the performance of base year.

	External Trade
	2006
	2007
	2008

	Exports (US$ billions)
	325.5
	371.5
	422.0

	Export growth (%)
	+14.4
	+14.1
	+13.6

	Imports (US$ billions)
	309.4
	356.8
	435.3

	Import growth (%)
	+18.4
	+15.3
	+22.0

	
	
	
	


Source: IMF, Korean Statistical Information Service
* IMF estimate
Social Development
Unemployment
In the early 1990s, the government systematically copes with unemployment problems by setting a foundation for employment policies. These policies had stabilized employment of the elderly and women, such as extending the retirement age, reforming wage systems, and reducing discrimination and prejudice in employment. Government also strengthened the social safety net to tackle unemployment problem by extending the coverage of employment insurance to all workers, including part-time and temporary workers. Consequently, the unemployment rate of South Korea had reduced from 4% in 2001 to 3.2% in 2007.
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Health – Care
Health-care resources (per 1,000 population)
	Physician
	Hospitals Beds

	1990
	2000
	2005
	1990
	2000
	2005

	0.8
	1.3
	1.57
	3.1
	6.1
	7.1


The health-care resources have been significantly increased since 1990; the total number of physician has approximately increased a double, while the number of hospitals beds has even increased more than a double. According to the KOIS center, the supply of hospitals and medical personnel has continuously increased. The total number of hospitals and clinics in the nation was 11,188 in 1975, which increased to 51,247 in 2006. Meanwhile, the number of licensed doctors, which totaled 16,800 in 1975, increased to 88,214 in 2006. All these national health-care development had contributed to the rapidly increasing rate of national longevity.
Life expectancy
	1990
	1995
	2006

	71.3
	73.4
	78.5


Education
In 1948, the government began to create an educational system, forming six years compulsory elementary school attendance since 1953. Since 1999, the government has implemented a nationwide project to subsidize education fees. This measure has provided children with more opportunities for preschool education, creating a more equitable educational environment.
Today, Korea granted one of the highest literacy rates in the world. Education emphasis is often the primary source contributing to Korea’s rapid economic growth as it has created the engineers, scientists and specialists needed, especially a well-educated labor pool.
Per Capita Income

According to Economic Co-operation and Development (OECD) Secretary General Angel Gurria, the Korean economy is now the world’s 13th largest. With an annual GDP of nearly $1 trillion, The Republic of Korea is the 13th largest economy in the world. Per capita income has already surpassed $20,000 in 2004 in both GNI (Gross National Income) and GDP (Gross Domestic Product) terms. Income per capita stands at US$20,935 and US$20,907, respectively. Both income figures were based on purchasing-power-party (PPP) terms. The Korean economy has been growing at annual rates of 5 to 10 percent over the last 10 years. The Republic of Korea is a very unique and remarkable success story of rapid economic development. 

Poverty
After the Korean War, Korea suffered extensive “absolute poverty” with 60 to 70% population estimated to be living in poverty in 1950s to mid 1960s. Because of the industrialization and modernization instigated by the government and its economic growth rapidly the number of poor had decreased continuously at 5% of the total population before 1997. The highest influence of poverty in Korea occurred among households with low educational achievement who were unemployed or underemployed. High rates of poverty were found in households who were mothers with dependent children. However, after the economic crisis, Korea ran into serious difficulties late 1997 and government started concerned with welfare policies to redress poverty problems. 
Living standard
Since the 1960s, South Korea has greatly improved the living standards of its entire population, especially in infrastructures which ensure to get safe water, sanitation, medical services and enough sustenance based on 1998 statistics. Due to the Korea social welfare system and exporting are being expanded, resident’s living standard rising continuously. In 2008, the country HDI was reported 0.928 (high), in which the living standard was ranked the 25th in the world.
Gender inequality
Korea tends to focuses on masculine which the advocates the rights of man over the previous few decades. Men were always more powerful and had strong right in whom responsible for inheriting property and never did the housework, while women were responsible for housework and fostering baby when they got married. After the Ministry of Gender Equality (MOGE) was established in Jan 2001 which protected for women right in order to achieve gender mainstreaming. According to the results of economic activity of the workers by gender and industry, over 60% of all workers were classified as ‘employees’. However, the rate of unpaid family worker was higher among female than male. Therefore, the following shows that this phenomenon of gender inequality still exists in family. 
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The Role of Government
The government of South Korea acts an important role that affects the entire economy. Especially it grew up rapidly since 1960~1970 under Park (The president of Korea from 1963 to 1979). He wanted to change South Korea from a backward agricultural nation into a modern industrial nation in order to provide a better life to his residents. As Park administration decided the central government must play the key role in economic development because there were no stable rules and resources that can assist change in a short time. However, there were two elements against the entire economy by the Government of South Korea. “Capitalism” and “Free enterprise” that show the economy was dominated by a group of “chaebol”, which refers to groups of companies with interrelated management developed. government used a variety of measures to stir up economic growth such as tax breaks and low-interest loan, and to take advantage in production for getting more profit from sale of exports by the existing technology of well-educated and highly motivated work force would be used to further expand capital, provide new jobs and pay off loans at the end as its goal force that.

In addition, the major issue facing in the early 1960s was the poverty problem because of the domestic saving was low and a little domestic capital available. It needs the economic policies to solve the poverty and government was played an important role to handle this problem in order to face the raising funds to concentrate industrial development. It encouraged residents’ savings, considering what kinds of plan could be established with its funds and reviewed the potential products for exports. The role of the government was not only limited to measures these, it also restructured industries to stimulate competition in other nations, Economic Planning Board was one of the example which started since 1961 and launches the heavy and chemical industries initiative which became the core of Park’s plan to advance its economic development for establishing a self-reliant industrial of economy independence in steel, shipbuilding, auto manufacturing and chemical. These policies had increased the employment and developed more effective management systems. As South Korea was depend on imports of raw materials, government realized they should significantly increase the level of exports to create more value for its economy. However, government acted as an important role to modernizing the economic development and achieved overall growth in the1970s that it expected. 

Throughout the early stages of South Korea, it heavily focused on agriculture and infrastructure for its economic development. However, in the recent decades, it shifted to electronics, heavy and chemical industries for the purpose of fostering up the export economy. As we can notice in the government policies that worked to create good conditions for its export including a reduction of corporate, private income taxes for exporters, tariff exemptions for raw materials imported for export production etc,. 
Recently, in response to the financial crisis, the government has generated several stimulus packages including the "Green New Deal", worth US$35 billion to be spent in four years to create jobs and drive for environmentally-oriented economic growth. While spending US$7.8 billion on infrastructure, and stabilization of family livelihood, and US$2.1 billion on tax cuts.

Trade policies (Basics)
Foreign Trade is regulated by various laws, including the External Trade Act governing the export and import, the Foreign Exchange Management Act concerning foreign exchange issues such as export or import payments settlement, and the Customs act dealing with customs collection of tariffs. The main objective of trade regulations is to promote fair and external trade on the basis of the principle of free trade. 
Growth and Challenges

According to the Asian Development Outlook 2009: Republic of Korea; the deceleration of the economy from the final quarter of 2008 is expected to resume in the 2009. The events of 2008 show that growth of the Korean large economy hugely depends on external demand. Therefore, the country’s export accounts for a large weigh in regard to growth prospects. However, the uncertainty of the global downturn implies a set of uncertainty for the country’s performance, but the combination of poor global outlook and unhealthy domestic demand indicates a very difficult year. 
Due to the slowdown of foreign demand, export is projected to fall in 2009 for the first time since 2001. On the first month of 2009, as the demand for major export items such as automobiles and electronics declined and thus hard hit the total value of exports, exports plunged by 33.8% from the same month in the previous year. For the whole year they are expected to be down by 15% relative to 2008. 
Not only the feeble external demand is contributing to the economic contraction, but domestic demand is also projected to decline. The softening of both external and domestic demand from the last quarter of 2008 is expected to persist until the third quarter of 2009 at least.
Private consumption is expected to contract. The upcoming recession will constrain job creation and wage growth, and thus shrinking consumption power. Asset prices will also decline, and the lower asset prices is expected to encourage households to repair their balance sheets by repaying debt. In addition, financial institutions will likely reduce lending to household due to lower collateral values. 
Fixed capital investment is expected to fall by about 3% for the year. Business confidence (equipment investment) dropped by 32% and 44% mainly in terms of machinery orders in late 2008 from a year earlier. The 2009 government budget has passed 24.7 trillion won for infrastructure investment, a huge increase of 27% from 2008. 
Inflation is projected at 2.0% for 2009. The softening of external and domestic demand should reduce inflation pressures. Labor market conditions set itself to further deterioration: the unemployment rate is likely to rise 4%, reflecting a decline in firm hiring. 
There is limited scope for further monetary easing, given that interest rates have already dropped substantially and that additional currency depreciation is a risk. 
Taking all these factors into consideration, GDP of Korea is projected to fall by 3.0% in 2009, which would be the first contraction of Korea since 1998. However, recovery is expected to be moderate and gradual and GDP growth is projected to continue in 2010 at 4.0%. This will come from the expected recovery of both external and domestic demand and will reflect the effects of a lower base due to the contraction of 2009. 
Finally, the main source of uncertainty is the depth and duration of the global downturn, while the second major source of uncertainty is the effectiveness of fiscal policy in restricting the contraction.
Solutions
With the export-oriented nature of South Korea, its economic performance highly depends on the condition of external demand. Recently, the foreign incentive of consumption has been plunging due to the global downturn, it resulted in poor sales of the country’s major export items such as automobiles and electronics, and this recession is also followed by domestic expenditure. According to the Asian Development Bank, the recent years of fiscal prudence have left the government with plenty of ammunition, which are largely contributed by the good sales of national loan. Therefore, we suggest that the government should further implement a fiscal stimulus for government expenditure and especially for tax cuts to boost the aggregate demand.
As mentioned above, the government has already planned with a budget for public infrastructure investment to reinforce the private consumption including increase in both the investment of companies and labor income. However, this is not enough for the overall prospects of the country’s economy since it seems to lack of the support for the very important determinant of its economy – external demand, which should be seriously taken into account for the purpose of recovering GDP growth. Government should pass a certain proportion of its stimulus package to the major export-oriented industries. For example, there has been an increasing number of automobiles that the country imports from the U.S because of the innovation of new energy infusing the “Green Power” into automobile, which Korean automotive industries still not yet manage to deal with, plus the high level of oil price, which further discourages external demand of national automobiles. So, the investment of government in this type of companies appears to be much more important. With the support of government, it would encourage firms to research on the “Green-power automobiles”, once firms are able to produce those types of automobiles, the external demand would be likely to be activated, and presumably the GDP expansion would be driven by the increase in foreign expenditure again. Besides, as the export-oriented industries recover, the unemployment rate could be also recovered as firms’ demand for labor would increase for the increasing volume of production of goods.
According to the “Jeju Island, South Korea: Asia's next Casino Gaming Giant”, Jeju Island (a territory of the Republic of South Korea) has been a popular destination for tourism, and it resulted in several casinos investing in Jeju, by which further attracted tourist to visit. In our opinions, the government should refine its tax incentives, subsidies, financial policies, administrative assistance and labor policy in order to create a more positive perception of business environment that can actively attract the attention of potential FDI nationwide possible. For example, the government could give further access to loans from Korean banks, overseas loans, administrative assistance for incorporation, convertibility of foreign currencies, official work hours, minimum wages, and especially administrative support for plant operation. However, the Government needs to refine its policy stance towards FDI in a more proactive approach. This means that the Government should not just passively remove obstructions to the inflows of FDI but actively support the long-term operations of foreign affiliates.
With the success of FDI in the gaming industry, it could primarily resolve the issues of unemployment, activating the tourism of the country and thereby the inflow of foreigner expenditure locally, intensifying the competition of related industries such as retailing industry and hotels etc, and thus the quality of goods and services would increase by a certain level. Therefore, we suggest the government to seize the chance to build up another giant gaming place in Asia, in order to boost the prospect of economic development the Korean Republic.
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