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ECOROMIC RECOVERY: An opportunity missed?

OFF REFORM

@ Many insiders doubt that the
Korean Jbureaucrm:y is ready
for reforms that would trim its
controf over the levers of
economnic decision making,

Market-based ifﬁénca
system, says Dr Roo

rather than the government will push reform in Korea's financial
n his book; Kerea's Recovery: Don’'t Count on the Government.

@ During the crisis, the overall
condition of the economy was
everybody's concern and this

. i «
provided a window of
opportunity to seek a
coordinated solution,

# But the quick recovery has
led separate interest groups to
feather their own nests w}?ﬂe
ignoring the plight of the

nation,

% The Korean govermment has
ot enjoyed enotugh sapport to
imfgisment the comprehensive
reforin programme envisioned
by President Kimi. -

- & Without coordinated
polifical reform, brokered by
well-organised political

. parties, progress in legal

. reformis likely to be

+  piecerneal and haphazard.

SOUTH KOREAN ECONOMY

Thirst for

Straits Times, I>r Root said:

INas

the recent pariiamentary

and open society by plactn:

; have to turn to capital mar-
]i%ztl;{w:;m “The crisis provided a win-  election reflected this frag- ket alternatives — bond and power in the hands of firm

MARKET forces and the
need for capital are factors
that will push change in Ko-
rea's financial system, as
banks in the country will no
longer be the key source of

sstment capital, says the
director of a US think-tank.

Dr Hilton Root, director
of Global Studies at the San-
ta Monica, California-hased
Milken Institute, said the
Korean economy had been
guick to recover and w

back at the pre-crisis level,
but this had unfortunately
reduced the urgensy for -
nancial reform. and for the
state to divest ity vast eapital
holdings,

fnan interview with The

dow of opportunity to seek a
coordinated solution since
the overall candition of the
£CONOMY  Was  everyone's
concern,”

But the country’s quick
recovery may have eliminat-
ed that opportunity as each
interest group focused on its
own well-being, resulting in
social and politieal fragmen-
tation, sald Dr Root who was
in Singapore for the Asia De-
velopment Forum, organ-

ised by the Institute of

South-east Asian Studies
last week,

D Boot, who has just
published a study entitled
“Rovea's recovery: don't
count on the government”,
felt that the regional focus of

mentation,

Ne consensus emerged
on a reform agenda needed
to dramatically restructure
the economy, he said,

He pointed out that fol-
lowing the collapse of Ko-
rea’s banking svstem well
over half of the country’s
capital assets were now
owned by the government.

What was worrying was
that “there is no clear pro-
gramme for divestment” and
this made the country vul-
nerable t¢ future erises, he
warned,

The Korvan banks would
be unable to resume their
central role as the ke
“money for industry.
resull, companies

cguity markets and Internet
hanking — for funding.

“Secking new forms of fi-
nance will compel firms to
change management prac-
tices, voneentrate on share-
hoider value and adopt dis-
closur= standards that are
more rigorous than that de-
manded by Korean law,” Dr
Root argues.

A bonus would he that
the collapse of the banks
would weaken the “cozy
tinks hetween Arms and pol-
itic who once provided
privileged access to cheap
eredit in excl = for contri-
butions’,

Inaneing
ovide now sourees

of entreprensarial capital

better adapted to a changin:
global marketplace.

"Companies will becom
more transparent, despilc
governmental gridlock, be
cause the firms that do net
adapt tougher standards will
tall behind while the comps-
nies that embrace market-
based financing will enjos
significant advantages.” he
added.
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