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N Overhaul causes

Han faces scrutiny

A lawrnaker claims that Prime
Minister-designate Han Seung-
500 engaged in real estate spec-
ulation and failad 1o disclose all of
his assets, ahead of his confrma-
lion hearing sef for today.

(Page 2)

U.S., N.K. meet
Tha lop LS. and North Korean
nuclear negotiators held an
exclusive meating in Baifing, just
twa days after Pyongyang implied
hat it wanted Washingion to
reconfirm s commitment to
remove sanctions. {Page 3)

0il for construction

The government's plan to buy far-
wign oil stakes, in retumn for infra-
siruciure projects in od-rich na-
tions, will cifer substantial cppor-
unities for consiruction contrace
tors Jo win more building orders
abroad, experts said yeslerday.
{Page 5)

Samsmg tl)p TV seller
‘Samsung Elactronics Co.
sirangthenad its leadership

in the global TV markat |ast year,

Paris 02 bars

As oxygen bars begin to pop up
across France, health authorities
are beginning to question the
merits or otharwize of sniffing 02,
(Page 14}

New culture minister
Mew Cuillure Minister Yoo In-chan
rmust work 1o dispel worries over
his background, which is desply
enfranched in acting on stage
and screen, and nol in govam-
mant. (Page 16)

KOREAN STOCKS
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DUD battle:
Hard sell begins

Page &

Castro resigns
Cuban presidency

Page 15

gridlock

New government likely to start with some old Cabinet members

By Kim Min-hee

The palitical fighting over
Eovernment rearganization is
threatening to cripple the
launch of Presidentelect Lee
Myung-hak’s Cabines.

Lee announced the namina-
tion of his 15 ministers Monday

the five ministries that he plans
ta close or merge.

Lec yesterday submitted to
the Mational Assembly a re-
quest for confirmation hearings
for the 15 nominees.

But chances are slim that the
partiament will proceed with it
promgptly, given the current par-

President Roh plans o with-
hold the resignations of the cur-

larly regarding rwo people who
have been nominated to the

rent minksters so as Lo p a
situation of Cabinet vacandes,
his aides said. Ministers already
have submitted their resigna-
tions to Cheong Wa Dae.

The presidential transition
commitiee appealed 1o the pub-

night amid stalled
with  the rival United
Democratic Party aver his con-
troversial plan to streamline the

government.

The UDP criticized his an-
nouncement. saying it blocked
any chance of soertling the dis-
pute. It threatened to reject his
request far conflrmation hear-
ings at the Matienal Assembly.

As the hearings are unlikely
to take place by next Monday,
Lee will be in the awkward situ-
atien of starting off his presi-
dency with the Cabinet of his
predecessar Roh Moo-hyun.

The Grand National Party
and the UDP have yet o agree
an Lee's government-downsiz.
ing plan. which aims to reduce
the current 18 ministries o 13,

Lee did not name anyone to

tisan In the
worst-case scenarin, Lee may

Related story, photo

}

have to wait until March 10 to
get the new Cabinet up and run-
ning.
By law. the Assembly is re-
quired to conduct the hearings
and send its report to the presi-
dent within 20 days of the pres-
idential recpaest,

If the Assembly falls to finish
the procedure during that peri-
od for an “inevitable reason,”
the president can demand the
hearings be condueted within
another 10 days.

But if the president deems
that there is no such reasan, he
can formally appoint  the

e yes or g
saying that the “emergency
Cabinet formation” was in-
evitabde.

Lees spokesman Joo Ho-
young expressed concern about
passible roadblocks to the presi-
dent’s handling of state alfairs
during his first month in affice,

“We are not ruling out the
passibility of further negntiation
fon the government rearganiza-
tion plan), but we're trying to
satisly the minimum legal stan-
dards and avold a government
vaeuum,” he said in a radio in-
terview,

The UDP held Lee Myung-
bak responsible for the break-
down in the resrganization
talks.

The party said it may boyeart
the hearings process, particu-

PAKISTAN ELECTION VICTORY = Supporters of the Pakistan Musli

Lahars, Pakistan, on Tuasday. The party which backed Pakistani
tions. (Related story on Page 14)

positi without
portfolio.

“We will eontinue 1o make
efforts to make a government
rearganization law that is bet-
ter than the one suggested by
the Grand Mational Party, and
will alsa continue to talk with
the GNP" UDP head Sohn
Hak-kyu said. “However, we
will not approve the president-
elect’s illegal actions and his
arrogance and self-righteous-
ness which lgnare the parlia-
ment, the oppositlon party and
the people.”

The UDF, the largest group in
the parliament. insists on re-
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taining the Maritime Affairs |

Ministry, the Gender Equality
Ministry and the Unification
Ministry. The GNP has rejected
this demand, arguing that it has
already made a major conoes-
sion by agreeing to keep the
Unification Ministry as a sepa-
rate body, instead of merging it
with the Foreign Ministry, as it
had hoped.
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Korea’s options
for coping with
U.S. slump

Following is the third in-
stallment in a series of articles
anafyzing the external and in-
termal  challenges  facing
Koreas new governmeni. We
are inviting forelgn  and
Korean experts to take part fn
the project. that their
insightfin analysis will help
policymakers craft new na-
tional strategies to mesr these
chaffenges. — Ed.

Lee Myung-bak assumes
the presidency aof Korea at a
difllicule rime.

The global sconomic our-
losk is — how should ane put
it palitely — less than propi-
thous, While the experts con-
tinue to split hairs over
whether the United States Is
In recession, there is no ques-
tion that LS. growth has
slowed dramatically.

It Is hard to imagine that
things could have turned our
differently. given the decline
in hame prices that began in
the summer of 2006 and the
major credit markes disrup-
tlans that followed a year lat-
er. Either event by ltsell
would have been enough to
make a sharp slowdown like-
ly: in combination they macde
it unavoidable.

Moreaver, 5 not A
problem that is going to go
away. Housingg led downturns
tzke longer Lo reverse than
downturns precipitated by
other evenes, [n housing-led
recessions, it can take mot just
two quariers (the length of
the last twno recessions in the
United States) but four quar-
ters to wark off the backlog of
unsald homes and get the res-
idential-construction indus-
try rolling again. This is the
problem we currently face in
the United States.

And this time the shump
may be even more protracted,
because it may take mare con-
siderabily than four quarters to
work aff the backlog of unsold
hames. There are still a million
unsald homes either newly
completed ar in the final stages
of construction — an unusal-
Iy high number but, nenethe-
less, & becklng that might be

A NEW NATIONAL
STRATEGY
FOR KOREA (3)

ressanably worked off in four
quarters. But these are also 2
million recently sokl homes, an
which bank lenders either
have foreclosed or will soon
Tareclose, that they are going to
have to resell,

Even more alarmingly, as
many as 10 million additional
American families may walk
away fram their mortgages if
real estate prices continue to
drop, wiping out thelr equiry.
They will simply use jingle
mail” 1o return the keys o the
bank. All this means that the
U.S. residential-consiruction
Industry will not recover be-
fore 2008 and maybe even

10.

20100

Nor are US. policymakers
going 1o be able to do much
about this. The Bush adminis-
tration’s “FHope Mow™ program
of mortgage reliel is more
:‘vmbolhc than real. The

“ongress’ much-vaunted fiscal
stimulus package amounts oo
barely 1 percent af GDP. Marvy
families  will receive just
enogh to by a new iPod. And
tax rebate checks will only
start going out in May — ton
late to prevent the further
slowing af the economy,

While the Fed has cut in-
terest rates and will continue
daing s, it is pushing on a
string. It can inject liguidicy
into the banking system, but
this will do no good if the ad-
ditional funds just sit there.

And the banks, not know-
ing how many additional fi-
mancial landmines lie below
the surface, are in ne mood to
lend. Because they are forced
to take back anto their bal-
ance sheets all the structured
investment products  that
they nat anly ariginated and
sold but alse guaranteed,
they need to hold onta the ad-
ditional funds made avallable
by the Fed simply to replen-
ish their capital

Thus, the only way far ULS,

Continued on Page 4

Food price hikes wei

By Kim Yoon-mi FL I

As major producers of snack
foods and drinks begin in
earnest 1o raise prices, con-
sumers are likely to foel the
pinch and righten their purse
strings.

Citing “too many price hikes®
in international raw materials
including four, food manufac-
turer Mong Shim announced on
Monday that it will raise can-
sumer prices of popalar instant
neodles and snarks by between
11 percent and 15 pereent.

“In the past year, the price of
Newir has risen 50 peroent. As we
can na lenger bear the burden of
high production costs, we have
decided 1o raise consumer
prices,” company officials said

Saoft-drink makers  Late

Chilsung, 1laital and Binggrae
have also annaunced plans to
raise prices of soda and fruit
Jjuice drinks by up to 12 percent
by March 1.

The price hikes are grim news
for ordinary consumers such as

e

A customer buys noodies at a

local discount store. Experts

food price hikes could put a higher burden on low-Income cons

sumers.
4% year-old housewife Kim Gi-

.

“When [ go 1o the supermar-
ket, | expect to spend about
50,000 wan for grocerics, But at
the checkout counter, the bill is

Wenhap Niws.

often mare than 60,000 won.
The food prices are too high,”
she said.

Economists are attributing
the surge in food and drink
prices in Karea to global infla-

gh on consumers

tion, especially recent price
hikes in agricultural and ofl
products.

Aceording to industry data,
global soybean prices rose 95
percent between January 2007
and January 2008; Mour, 79 per-
cent; and corn, 25 percent; along
with rising demand in emerging
markets such as China and
India,

Inflation in China has accel-
erated to its fstest pace in more
than 11 years, after recent
heavy snowstorms caused se-
were shortages in food supplies.

Consumer prices rose 7.1 per-
cent in January from a year ear-
ler, the statlsties bureau said
yesterday, after gaining 6.5 per-
cent in December.

After the US. Federal
Reserve apgressively cut inter-
est rates to 3 cent in
January, glohal Hquidity has
been mncentrated in the grain

and commaditles  markets.
pushing prices up to record
highs, experts sald.

perts .

This global “agflation” — agri-
culture and inflation — is affect-
ing the local econcmy, pushing

Continued on Page 15

Herald Media
names new CEO

By Jin Due-wocng

Herald Media vesterday ap-
painted Park Haeng-hwan, a
veteran journalist and media
exccutive, as its new chiefl ex-
wcutive officer and publisher,

Park, 57. succeeds Hong
Jung-wook, the company's
largest shareholder, who re-
signed on Feb, 4, The media
firm publishes The Korea
Herald, The Herald Business,
The Junlor Herald and ather
magazines.

Company shareholders and
board members have appraved
his appoinement. He will whe
affice in a ceremany today.

Park started his career as a
reparter with The Korea
Herald in 1980. He has held
varins posts in the company.
including serving as manag-
Ing editar of Nacway Econo-
mic Daity, which was renamed
the Herald Business in 2003,
and as an executive In charge

Park Haong-hwan
al publication for both news.

pagers.

Most recently, he was chiel
executive afficer of Gwangnam
iba, a lacal daily based in the
southwestern city of Gwangju,

Park was born in Harnam,
South Jeolla Province, and
majored in political science at
Karea University.

(davidpooh@heraldm.com)
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Korea’s options for coping with U.S. slump

Lee government would do well to urge Beijing to embrace more rapid currency appreciation

Barry Eichengreen
Barry Eichangraan is the
Georga C. Pardes and Helen
N. Pardes profassor of
aconomics and palitical
science at the University of
California, Berkeley,

policy 1o work is by pushing
down the dollar. As US. exports
become mare competitive, exter.
nal demand can replace domes-
tic demsand. This is the unstated
hope behind the Fed's policy of
aggressively cutting interest
rates.

One can question whether it
will work. It is not clear whet her
the resources previously used
for producing  residential real
estate and other goods and ser-
vices for the hame markes can
be rapidly redeployed toward
expart Industries. And the strat-
gy won't work if the rest of the
world alse succumbs o reoes-
sion. But for U.S. palicymakers,
it is the anly game in tow

In the case of China, the risks
are different but ne less alarm-
ing. Macroeconomic problems
there have centered on inflation
and overheating. Letting the
renminki  appreciate  mare
quickly which weuld damp
dowen expart demand and fm-
ported inflatien.  addressing
both problems, But the Chinese
autharities, in their wisdom, re-
main reluctant to contemplate
this. This leaves administrative
contrels en bank lending as the
main instrument avadlable for
addressing inflation and over-
Theating.

Relying on controls on bank
lending in turn poses twa dan-
gers. First, administrative con-
trols are a blunt instrument.
They are hard to fine-tune,
Knowing that the autharities
are likely to further restrict
their lending larer, the banks
have an Incentive to push loans
out the doar in the early months
af the year.

In response. the authoritics,
seeing their early measures not
warking, tend to y
lowering loan ceilings still fur-
ther. This creates a danger that
the autharities will overda i1,
transforming the overheating
problem into a sharp growth
slowdown.

Second, in contrast ta renmin-
bi appreciation. which discour-
ages the consumption of imparts
and encourages Chinese enter-
prises to shift toward production
fr the: hame market, controls on
bank lending da nathing to ad-
dress the problem of China’s ex-
ploding external surplus. To the
contrary, by discouraging do-
mestic investment  spending.

THAE

they are likely to only enlarge
that surplus still further.

Mene of this bodes well for
Korea. Bath the LLS. and China
will be purmping additional cx-
ports into global markets, And
melther will be increasing their
own purchases of Korean goods
at the same rate as before.

Sa what res

W

would begin to narrow the ex-
ternal surplus that creares
problems for other countries
and pases rishs for the world
econamy. And moving ta a mare
flexible exchange rate would en-
hance the ability of the People’s
Bank of China to use momerary
jpoticy to pdlor the econony

more fexible exchange rate
regime is in China's own inter-
est, not simply in the interest of
other countries.

In dealing with Betjing, quiet
diplomacy is likely o work bet-
ter than public China-hashing.
This oo is something that
Seoul, unlike Washingon and

LS. will be weak.

These are all reasans why the
wan will tend o strengthen
apainst the dollar, no matter
how much Koerean palicymakers
wish to resist. Beljing is more
likely o allow faster renminbi
appreciation if it is confident
that other Asian currencies will
move up aleng with

are available to the
new Lee Myung-bak
government?

To start with, it
can add its voice to
that of other govern-
ments i

Korea can emphasize that faster currency appreciation in the
context of a more flexible exchange rate regime is in Chinas o
own interest, not simply in the interest of other countries.

it — that ks, if it does
not see China as los-
ing competitivencss
its East Asian

neighbors.
Now is nat the time
for i

through the judicious use of fis-
cal policy. When the currency is
strengthening  and  export
growth is slowing is the right
time 10 use government spend-
ing to give & boost ta domestic
demaned. To be sure, ane hesi-
tates to encourage the new ad-
ministration to move in this di-
rection for fear that it will pro-
pose an even grander canal
from Busan to Seoul. What
Korea needs is not moere canals,
a 19th century form ol infra-
structure, but better high
schools and undversities, which

i the i af

Beijing, behind the
scenes, to let the renminbi ap-
preciate mare rapidly against
the daflar as part of a compre:
hensive strategy of rehalancing
the Chinese coonomy.

Coupling [aster currency ap-
preciation with additional gov-
ernment spending on infra-
structure, education, health
care and urban development,
especially in the country’s west,
would address China'’s alarming
social and reglonal inequalicy. Tt

In making these paints,
Korea, with its history as a fasi-
growing export-led East Asian
econamy, has a credibility that
the 1.5, and Europe lack. Kaorea
can peint o its own crisis in
1997-B as evidence of the dan-
gers of not moving more quickly
to greater exchange rate Mexi-
bility and of undue delay in re-
balancing the economy. It can
emphasize that faster currency
apprecation in the context of a

Brussels. tends to understand,
The ather thing Korea can do
is to reassure China that. if it
lets the renminbi appreciate
mare quickly against the dollar,
it will not be alene. The dollar is
gning to have to fall further, nat
Jjust against the renminbi but
alsn against the wan — like it or
not, Interess rates in the 1S,
are going to be low relative o
interest rates in Korea for some
time to come. Demand In the

Koreans humanize
treasured gateway
ruined by arsonist

schemes for  ex-
change-rate coardination in East
Asia. Such schemes are unlikely
to bear fruit. The mare countries
they entail, the more difficult
and time cansuming they would
be to arrange. These are ideas for
the future. Now, in contrast, is
the rime to signal thar Korea is
willing o suppart a Chinese cur-
rency initiative not just with
wards but also with deeds.
The ather way for Korea to
show China the way forward is

a knowledge economy.

The parous state of the warld
eoonomy means that President
Lee’s goal of restoring 7 percent
growth is unlikely to be reached
anytime soon. There is litde
scope for faster growth in the
short run. Still, there are some
uszeful things. in terms of do-
mestic spending palicy and for-
eign financial diplamacy, for the
new administration te do to pre-
vent the situation from getting
worse,

As a traditional Korean requiem
blared, thousands of people mourned
in front of an historic gate recently de-
molished by alleged arson. many
kneeling before what remained of
their faremast national treasure.

*1 fewl as if [ had lost a Family mem-
ber,” said Kim Jin-hwa, who runs a
small shop near the 610-year-ald
Sungryemun gate, now blackened by
fire and flled with charred debris.

*1 shed many tears when [ saw the
gate burn an television,” said 12-year-
ald Im Myeong-ryu, who traveled here
with her family from the southern
part city of Busan. °I came here to say

d-tye.”

“The gate has stayed with us
through centuries of war and inva-
sion,” Soh Yeh-scon, B4, sald In tears.
“1 never thought it would leave us so
unexpectedly.”

The fire at the gate, popularly
known as Namdaemun, started last
Sunday, engulfing Seoul's tap land-
mark and National Treasure No. 1. A
Tiyear-old man, who admitted he e
the gate ablaze because of dissatislac-
thon with government compensations
for his property. has been amested,

Although scores of firefighters
serambled to douse the blaze, two en-
tire wooden tiers erumbled in hours,
sending shock wirves thraugh a nation
deeply proud of its historic legacies.

“The gate has been part of our life

and culoure for so lang that when we
lost it, the pain felt as If we were los-
ing an Intimate friend,” said Kwak
Keum-joo, a psychology professor at
Seoul Mational University. “Its no
wonder people developed feelings to-
ward it as if it were human.”

Lee Myung-bak, the president-elect
et 1o Lake office on Feb. 25, deplored
the incident when he visited the [allen
e last Monday.

“People mwist feel hurt” he said.
“Mamdaermun was a symbolic place
that anyane visiting Seoul wanted to
e,

Some suggested the gate has been
mare than “a family member.”

"We've lost a protector,” said Jeon
Hang-s00, an expert of poongsea, or
the centurics-old practice of assessing
the inMuence of natural surroundings
on human affairs.

“The gate was built by the Joseon
Dynasry to stem the force of fire ema-
nating from a moumtain south of
Seoul,” he said, claiming the structure
had prevented Seoul residents from
becoming fiery and causing soclal un-

rest.
A hanful af people even linked the

fire to a supernatural cause,

‘Why should something like this

happen when we are switching paw-

er? Td-year-old Joo Jin-bong sabd.
“This feels enarmously inauspi-

cious,” Park Kyeong-mi, a 43-year-old

4 _
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merchant, sald. “T'm afraid the fire
may signal samething bad.”

One woman, who declined to give
her name, horst into tears, claiming
the tragedy “revealed the wrath ol
power above,”

“Koreans tend to interpret disasters
as metaphors of divine rage or an omi-
nous future,” sald Lee E-wha. a histo-
ry professor at Seowon University in
Nerth Chungeheang Province.

Lee said ancient kings behaved
with extreme caution and restraint
whenever their people suffered disas-
ters such as epldemics, famine and

X E b~ -

clnnmﬂmtnonnmr in front of Namdasmun In central Secul yesterday,

conflagration.

“Rulers were afraid people might
link disasters o divine anger and
challenge their power and legitimacy,”
e said

However, mast Koreans sought o
partray the incident as a human error,
arguing worldly factors were to
blame.

“This was sparked by arson. not
some lightning cast off from the
skies,” sabd Im Chul-fin, 72. "It has
mare to do with poar surveillance.”

“Warnings have long been there,”
said Jang Mycong-soo, 62.

Kwak, the psychology professor,
said mysticiam can be a powerful way
of explaining overwhelming disasiers.

“People seek explanations after this
rype of misfortune,” she said, adding
palitical squabbling over whom s o
blame will not ease despair but deep-
en it

Last week. the o tian Grand
MNational Party, o which the presi-
dent-elect belongs, slammed oulgoing
President Roh Moo-hyun, saying the
fire resulted from lame-duck delin-
quency.

“This appears to be a tragedy that

PE

Yonhap Mews

shows how careless the Roh govern-
ment has been in implementing safe-
ty measures,” GNP floor leader Ahn
Sang-soo said.

A pro-government lawmaker, Jung
Chung-rai, hit back, accusing Lee of
pushing for the opening of the gate
without safety measures in place
when Les served as Seoul mayor in
2006.

“Pointing the finger of blame at
each other will nat help restare calm,”
Kwak sakd. Tt may incite more anger
and frustration than the fire has al-
ready caused.” (Yonhap News]



