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A. ~~ pe'criptioD 

'lhe Republic of KoI'6<J. 1s (ROI) cootinueU ccooc:m.c a8velopuent 
depends £,re<atly upon t.he n.t1on l s continueu sUcce•• in Mdopt,i.n€ ,O\ll'kl 
economic pollci~. &J i'ar', the Hepubllc of Kore.. GoVe1'IlIOOI'lt (ltOlG) 
hdU IJ.chicved ait'Jlil'"lcdIlt P"Orress in 1.q:!lementirll:, such auccca81'ul 
economic pollciee .m.i Jjroct.-uUJ'cs, reaultil1{ in '" r..piu reate 01' econom1.c 
t:rowth ~ (15.5~ J,n 1')69). Howev~r, Qcmpit.e recent 8ucce•• , there 
4U stlll ID.:.:alY lZoblE:lQJ, ~icUl..4l.y rc:curuinL monet..r-, polley, price 
s~biL,z~t..l.on, internatiolldl. trudc ..md ~C~ 01' payments perfun........nce. 
in adcd.tion, Kore.. neeus flll"ther pul1Cl' t;.uiu..t.llctJ ein the .1.'crm.ul.:.Ltion 
of thc) i~rt..Jl'lt. 'a1i.rti fivu-Ye.r P.bn (1\j72-197b). 

I\ccoruintly, unde.r thls cont.imilllL lJro.;ect, U~J.) pLms to dBsist 
the filJK.G in tichievinL i.JI{l.rovtlCacnts in the .1'ullowillt. policy 4(;1Q8; 

l)) ncllTOwin[, 01' t.he Cl)\.illtrylll tr<.ide l:;.;.Pi 

c) incredBea J~~tic a~viQ6S; 
d) effective JIUlld[.ement u1' fore1Ln uebt; 

e) rcl.tiunaliz<l.tion vl' tnt.' .1\:rciLn ~~ r"t~; aDd 

1') .1.'ormuli:i.tion of .a t/cll-conceivoo, real.1stic '!'htrU Five-Iot6l" PlAn. 

'fo meet thl.'88 objectiVett, ;;.t 1s propcaeu th",t the lJ.S. continue to 
f1n..mcc under this project <.Li..rect-hir~ .;IllC1 contr.J.ct adVisory services, COL:n..U..l. tlca, 
<-'_' ...!lc':' pdI'ticipunt tr.dnlnt.. A S\.mmar:i of th~' ovcrill !'iru.sncillt: 
requireu for this ~roject is ~ttached hereto. 

http:contr.J.ct
http:1.'crm.ul
http:icUl..4l
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PaDP AlATE: 

Pollet Funding ($QQQ) 

Contract Coum- Ot.hfll" 
IE... Direst HiD PASA ~emS~' ,P.;,,"'tigip.mta odiUM Csitta T2kJ.-

Pr1.or thl"u I'll 36 1,000 391 33 142 1,793
FI 1969 

fY 1970 1O'i ..::... ~ 324 

FY lY/1 90 2LJ l4l 2,1 

,.. /, ~Totql: 390 36 1,02.) Ii!i:. 2,3u8'~.' 

Joor 
PriOl" thru 

1969 

1970 

1971 20,tXJO eat. 

Total: 
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Fol1Ol'~tnb the Aorean har. the RopubUc or Jtorea's CRDI) econcq- we 
beset with many serious prob1elilB. 1~.luding a ahort~o oi' domestic 8avinp 
and foreign inVel'itlOOllt~ inai'fectiva phwning, h1~ j.nflation, miniJla.l. 8J1POrta, 
~l{l Co 10\1 per capita income and 5tQ~'d<tZd of livllJ1!.o fi.y tho early 1960'8, 
a n€ttJ Republi~ of XOl-ea Government (RUm) soUOtt to revel'lle the prev4i1l1ng 
trend dnd t.o bril1f.) <:i.boul:. rdopid economic growth.. To achieve this £ool. the 
ROm instituted (~ ~de r~e 01' .:.lusterity measures iiOO iq»"C led policioo to 
enabhj XDre..A to achieve d. higher rate o! economic grolfth. In respons.e to ~ 
ROKG l't::.qU0f.1t.» the U.S. provid.ed policy i~uidance under the l.:4:lonomic p~ 
P4''O.jce'c. ,,;h:i.ch b2gu.n in l'Y 1'7640 Gra(:iuall.y, becaU5t:.1 of Kor(;)Q. 9s determLnat10n 
:..md i!DC)l:.t~,V~~7 nuppr..;.;o:-I:.t.>d in part by U"S. assiut/;illCe, the Kore<.\.l1 econOlV 
i.lGL;:an :.? 1'0sp0l.111 .:n~ ~ow rapidly., Over the penCIl of 1S'63-·1~6C;. roal Gross 
fJiiI.·!:.:J.(Jildl f'rvQuct. \GilP) grow at an avera\8(: .;.mnu..u. r4J.te of 10.8% percent. 

t,1·.:i.J.fJ t.he c(!anol7\Y has ~e·'1eo llo~ble £!:rowth .. numer'oU6 policy problenm 
mrr.y uel'i.QuI11,Y impGdc continuw Lr-.;mt.ho 'rho i..W\) principal problems which 
hc:L'lper ;:urtl'wl' PI'cL"('~',a8 tcward f'!C'3lUllrl.r: I3c.4.f~su.rfh.icncy ar;:;: the t,rowth of 
dctooatic t'J.'lri,llBs i;U."lC.1 the e.rowing t,r.Jde f.:i:iI.p& Inf14tion if) thtl principiU 
obstdclc to the t,:rU'Hth oi' .:k\~<stic.: l3;Jvlrl£s. Althout)l good probr08~ baa be~ 
me.He OV,~l" th-:; ld.Ot. 1\~'"J J"~dl'~;, !.i.:.I~"j l~ucent actic.;.'!.;) by the iiWlG havo raised. 
the 6p0ctr'! of u r.an(.)~ed bout t-r.!.t.h hlperin[~tionQ The LlOncy 8UpplJr .nd 
d(;lm~f.lt}.t; ':;:X'{'I:lit "are [.rC:.ol.tly oxpandr:d in the second hill of 1S'69. in connection 
:,,1th :l p)1J.1 . .!.cu. r.cfet'8P.I.ium, ~ thrCdten11lf the R0KG8c 8t.abilizat1on 
},FHl d.nvolc..f!p·:lnf., prop·'dIIlS. 

n:d"J~;J :;",:",<:,'1 CU!' ""chh~ve i:'. eitJru.fi'!;.\l'lL ru&lSure 01' cC(.jnomj,~ i.l1.dcpender;·~e, 

i.t rul'.St. br1.;1£ :U.s tr...de gap ·I,l.ud~ controL The trade l,<'P V'ew fro. ~O 
milJio)l in 1965 to a.bout iii 1 billio.a."1 in 1969. 'Ibis situation l·.~flects a 
set of :!..llcldoquc1te policies on inctuc:L'1g foreit:,n debt, the fOl'eiell exch~e 
r;lte jl import. C(,?Jtt'ol and export prClOOtio!'l" 1 t dJ.ov i1kJicatcs a f,rowil.1{; 
dietol"i.:.ic,D )].1 C()i'lt/price relatic.nships botwecn domestic :L~.. t f::-,rei.gn ~osta 
~d P"'j.c(:J9, ",'hJ.d~ is ci;~l!\~~ to the economy. Probably the lIIVDt critical 
problem :l'~1 tho que3tion of t.he fOl'siW exch~e r4t.e "'hic.~ is not !Y."rnritte<.l 
t~ i'lr(~tui;Lf.<2 freelyo ll'1.~tcaU, the exchange ratt;j i8 puu.-.ed at e;. lOrJlJr level 
in an a.t.t.nmpt to \~ont.rol influ.tioll" an vvervaluatiQ;l tIIh·:,ch enCO'llri..~te9 
ilnport3 ",uti (l.iacour~es exports .. 

'fhGs!J poJ..:l.cies ha.ve leu to cl debt. problem web Ilil.>ht, if net ed.~uatel¥ 
de9l.t ~rll:,::' 1 let\d to an internatloncu crisia oi' cooi'idenc~ in !fJreavB 

future Tht-: ROKOs foreign debt 1e; now over $205 b~llion and t.he rur.lunt, ot0 

liebt dUr> for payment in future years 1.8 riBint; markad1y(.:315 million in 1970). 

* on a contracted ~i9 
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Such rep~mentB can not be sustained. unleBs .('oreif,n lenders l"EdDa1n conv1:iicecl 
ot Korea 8s credit worthlnees and are prepared to continue to advance new cnd1t. 

As the Jrorean aconomy grow over the next tew years, it ehQuld be poss1ble 
for the ~K to assume a ucater respOll8itxi.lity fen" its own defense and to 
d~vote a larger ahare ot its own income lor that purpoeeo 'Ibis po8s1billt7 tdU 
become more 8ignificant 66 the U..S. continues to red.uce its financ1al. usistance 
to the nOli: defense eat,abl1shmant ·thereby placing Q new burden on Korea's ~ 
ayatem (L'lo f!OlllC8t1c capital marketa 0 'lbereto e" the nom needs to plan now 
for tn18 eventuali.ty,ana: devel:'op- new sources of domeet:i.c financing i.n support 
of. Korea 8s defense needso 

A c('!mpll cat:l.ng fact()r' involved in Koreais efforts to reach economic 
Belr·~6tlfricj.e!lcy is the role of the ROJ«.; in the normal operations of the 
economy" There is recent evidence to GUe,£oot that t he Government 9S intervention 
in the econOlr\f is substantialo This intervention 115 not cont'1ned to questions 

. of economic policy, but involveu detailed alloca.tion of credit and the 
management of indiyj.dual bwfinese i inoo 0 The last yef4J has t'een less reliance 
0n the narket force" of a. liberal econoJq and inore!i8eci BIt recourse to direct 
Govornment controls 0 If conUml€lci ll th1e wuld decrease t,he degree of freedom 
o,r economic opportunity anrJ. place priva.te individuals in greater need. of 
seeking ROKG or polltlcal l5 anct.;1.o11 for their eeonomlc ventures and activities. 

On t he d:i.stl'ibut ion aide of national inocmc, the continuing, cux1 perhaps 
worae.i'ullg, gap betwarl the loural i:!nd urban areas is a source o£ growing 
concern t o t he ROKGo 'l'ha income difJ!'erence between the tw sectors 1s 
roD,inl;y du.e to t he (t,ccelerat.cd Grollth of the ill<1ustr-le.l scctor which was plarmed 
o.ndr.;ach~ eved during the Set}ond !~ive Year Plan" 'lbe dieparity has now been 
recogniz 1'!(j by the ROXG and at tempts ...re being made to reduce the gap thro 1 

"social development ~ plans e Greater equality can be achieved throug.~ .. 
dif.reI~!nt income distribution patterll.~ or by a.ct101'lB of the ROKO to increase 
education], o[JPort1.Ul1t1es, to provide better hea.lth aenicea, and to iqlrove 
the l Enrel of u.~oon housl.ngo The U.S. is also interested in auch I)I'Ograms. 

In llght ot the above conclitions i the ROK desi res further U.S. itoSBiatance 
and advloe Oll current policy iS8ues incl~ monetlir)" poli(.'Y and price 

--::> -atabi:L1.zation, international trado and balance of ~~ -advisory 
ssaistan'!e :1.8 necessary t.o help countJe~ recent disturbing trends a.'ld to 
mn.i.ntaln Bound economic growth 0 

... In addition, Kor'ca needs help in fol'1lB.1l.ating long-rarIg9 p18JlS and 
poliCies 0 The forma~ frame'WOl~k for coorUinating the ROKG economic policies 
is a system of 1"i va-Year Pluns and the associated. series of annual Overall 
Resourl..e8 Budgets 0 Ineeach F1va Year Plan the ROm :tets medium-term goaJ.s 
and pollcy guidelines and direotions.. SCdIIetime d1.l1" llg the first half of ~ 
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year, the annual Overall Resourcca Budget maltea reco.mendatione to the various 
gova-nment agencies on poLicies and budget ~ture8 which should be made 
durlng the .text. b~et year 1n oro.el" to achieve the .li'iv~-Year Plan targets. 
The HOm 1wB t"ormt:UJ.y requested that the UoS. provide tfilChnical. a.es1stanc 
in the f ormulat.ion of the 'l'Oird Five tear Plan (1972-76), similar to tMt 
provided for the Second J.t1.ve Year Plbn (1967-71L 

Cont:i.nuoo S\10CeS8 in the reallz~tion 01' the ROm economic goals in a 
perlQQ of r(~id grotllth and structural c~e requires an ever increasing 
number of highly trained KoreWl economists 0 Over the past six years, 
~J.PI)roxlmtely 50 Koreans ha.ve reomved training as proi'eseiC4'Ull economists 
u.."\Clcr this proJect lilany of these U.S p trained economistlS are now pl..a.y.l.ng an0 

import&~t role in th~ dovelopm0nt process in key positions ~th the Econ~c 
Pll:uming Poar.d., &nk of Korea., r-ft. ".otry of Fincmce, and other GOvernment 
mi.rlis t l"les and dgencies 0 Further tr;t.i.ni.rlg lo neede,~ "to solidify past ga.:i.n9 and 
help ~aUl'e furt.her economic developnent 0 

The U.S, atrat,egy involvoo in thj'"~ pro ' act j.s to 9\j,I-;,:,ort th':! RUKG goal 
I)f cont:tllued economic f,ror:t.h and. tho aclue'ITe:nent of econoon.c self-auH'iciency. 
'I'he Uos. plan.., to h ~lp t,t.e ROlf. att L''tn it,fJ oal by prr.lV'ld.ing policY, advice on 
l(mg-rango ec:momic pliAlUU.ng a.~ well a.~ on current pollcy i:3sueso In this 
r ee<'ll>d, it. t s olear' trult K01°E''&' 18 d.t one of tht:} most important policy junctures 
;In her moder.n f!l'! OOOln:i.C M.atory o Thtj choice is either (1) stabiUze t.he 
ecol1l:;my noTt~ throUBh poli cy Xll<:l(;lSUrea sil1d.1.a.r to those employed by West Ge~ 
in 1948 01' tJa.~ ill 1949 and ushflr in e. long period of hl@i P2'06~ty with 
stabiltty A.nd e,ro\'rlnt!. :l.nte-rnat.ir.mal confidence in the .tOK, or (~) t Gke pal'tial 
mea.sul'e~ ~ po .i.tica.l 1.y f.laeil~:r t o dehieve, and ltring on a }>e-rtcd cf mediocre 
economic proGl"f:lSS, uneven 1r.l u-at·ura atl(1 It a rate of' proe,reof) considerably 
leaa t.hl:i.l'! t.he na.tion could c.t.Chi '9veo The U.S. believe5 thut it io in the 
best. i ntereats of the RaK and \fJithi n ita abiUty to take t.he fonner course, 
and U oS. p0licy adviso. \3 -(,herefore are r.f.tt.e.llipUng to enc()UI'~e 3ction in 
tha.t ¢i.l"l:~ction. 

Wlli.la ad~r.lsil:!g on overall policy mattera, U.S. t echnicians ax-e alao 
r ecomrneudirlg policy measures which .!.j:i.'"r;o. designed to cOlm:t.er 30r00 recent 
diot.urb:\.ng trenda auri t ' ) r~)Gto:re ~.lp'Oropriata interr:ul/e~t,€'.rn!11, prica/coat 
rela.tionshi ps in Korea. .jom€: or the 8pecific issues currently encountered 
involve a cOl'ltrol1J::ld foreign f.\xch 'nge :!'''a.tc.9 ins\U'!'ici~'lt x'elianco on market 
1'0'".rces in t'a'lOl" of government decis5.oX213 r cr.:ardirlg a..llocat,ion at reacu1'Ces, 
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an inadequate level of domeotic saVinga, excessive domeatic credit expaD8ion.. 
£i a threatened spirul.1ng. Wlutiono 

~411le this technlcaJ. a8sietance prOj ect places cqlhesia on the econazd.c 
problems genera.ted by tile economic aUCC~S8ee of recent ~, it 10 not 
intended to imply tllat the ul"Jderly'lne 1ligh-priority requirement or sound iincl 
rapid growth of such key economic varia.bles as national output and exports 
is to be i{Jlored. The pattern of eco~om1.c policies am practices which have 
led to th(, achievements of the last fe'o/: yea.ro need regular reassessment anc1 
revision 0 '1'11e incentives, for example, wideh were effective during the last 
f'lve yeura nay not be the best types for tho next five yeal'llo ~rhererore, 
the anciJ~ary problema of eoonomic progress should not divert .ne attention 
of economic planne1'8 from. the IJl':i.m!4ry dCflire (J ' th;;: both the ~ 0 ar¥i ROI 
Governments that sclf-oustaining, real eoonomic growth emerge ~ the 
efforts of ali concerned" Preoccupat:l.on \-d.th these ;iJnportant out ancil.la.ry 
probleIIa could obscure m:r e fu.rldament&l p:roblf.m3 'Within the structure of the 
econonw 0 For these reasons this project envisi ons a continuing re,;view and 
assessment of structural. characteriatico in order to assist the RUKG in 
builcUnt', an eeOnc.1IDy which has long~·run viablUty with 6'·'betantituly reduced 
U.S. ec()nonrl. c an.1 milita.ry- cdd o 

'Lbo U.S. usee a varlety u·f' c. ·d1 t o help 'che ROKG in J.mproving ita 
policies and 1.n ach.i.eving the B';~l uf conti nued oconomic &t'owt.~ and self­
auffic.iency. In addit:l.on to cillvi .o n the f i"ld !oar Ph:a13 <li'lU curr ent 
economic wJ.t tero, t.hese il.lfl'lirumepu i nclude ~.ra'lts f or cCllllOOditJ.e6 t 
tec}mic~l aaslst.:mce, ~ foreign investment promotion pro8ram, a technical 
training pl'c'gr to, and 60ft loans f or commodities, capiti1J. projects, and 
technical asais t f.l.Tlceo Commodity i mport. programs ere used to l}.eJ.'I) ~ 
solve :immediate prc,bl (".ms of commoeJ:. ty sc.~ci ty 0 'l'echnLc8~ .",,' t.snce in 
planning, capi t.al projects, and invest.meut procotion i1r", J. 0 '" medium­
term econcrllic grol'zth 0 Technica.l tl'a.1nirl(, 10 used f or i ncrr:lusj,ns ~ () l ong-run 

pollcy- ma.king akiD.s 0 other t echnic:.J. ilt3'3iatance 
projects, including Rurdl. Policy Plunning and lJovel op noot and llduatrial 

concern specific aI' t7"'-B a l s o related to t h:i.s particular project. 

The International l;bnetary PUllet, th~ 1ntematl n.it &nl.c for lteconatruction 
and Developnent, the Asian Developm0 t :rurut, ~ t it:! :: het I "ti(Jl1s Ac,eIlcies 

~ 

UNDP) aJ.l provide sllort-tel"m ::JJJd/, sped U~eu. policy 
The UN.UP also provides lonB- t "l"Il'l .J.ttvis~'rs :\.n re{~()nal 

AID has provided a broad r.:Ulg~ J 10n . ~·t.e""IIl ,Coordinated 
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This project if,: designed to improve R{)ItG policies rel.uting to current 
economic matters cmd to holp fOl"Wllate tbe Third. fJ.vtJ-Yeilr Plana To achieve 
th~ objectiv:::J of tais pro:,eet, th~ follo~ tCU"eets ~o propooed: 

1) ~.!!otary PolJ.c;v rulg Prigq S!aj?jillzat!?D - Redsoruble price stability 
is necesaury to permit more at the people to shara in the ~roved at&ldarda 
(If Uvip.f, and £I.mer..u ccanOUlic w-oifaro resultill(, from ecvuam:i.c trowtb. 
InfIat:lon tenUs to cut dc.M/Z1 un th() real su.vll1£8 of the public QI')Ij consequ~ntly 
deters chatmelinr; of surplus reoourccs into 6.:avl1ll;6 w.eh fArC .:.!oaffllti.:t.l 
for eatiu,bllehirl£ a brrod bJ.se lor .futt~u €)"Owth. Bonc.k'':~J policy is of 
plvvtul irnport.:mcu in this rOE-areio 

uj Price Stea.billz....ticll - FO!- th(~ !-.ricc st..;.uili:,;u,tic.n Pl'ul':rum, 
U.S • .u.iviscra ~dll aouiot.. tha HuKU Ul e;:,\tablishinc, policies 
t.o limit the t.l1nual incre:.lSe in the CcnaumCl' Price InClex to 
4-6%, (by the Gnl.i f'Y 1970) 0(Ii.' 

b) 	 D01il~stic SI.I.V:lI1LS •• for t.h~ u01I!e,ltic 9aV~lJLO l::!'':\..~, the 
,.)bjectiv~ is to I'dJ,:,PU1;o; ru.t10 0.1.' dom(~;)tir; 04V.\.1l{;.,El to GNP 
to 20% (by cr.Ci. '::.1' fiX '!"'~\J)" It js el.\t..i...r,"j,.J.t.~,.~ thCj,t the 
increllll..'-!ntul-c••pi ti.l.l-~i...\t.~ut··r",tio is about :2.v (2:1), inoic<z.til'lt­
t.hat tha ~hc)vo ;J";''i'i.l1[ '3 r ...te could .firunce u. l('i; i.inllUdl re..u. GNP 
[.l'owth r<.Lte, 

0) 	 A fin;u obj<::ctive b t:.> r':'oUUce the Li01lLi(j J.: .... ;~~or,c.(er...nt role 
in tho tuloc..:.t, ~·n IjJ. CI'em"L iJ.!l·j IIldlL:i(.ent:nt. of bl.lc'\in(lf,;I~. 

2) 1.'!1;.erl!i~t~1 'in+de ~.:.j ~~~<:ollCB of P9»'.E!:l!!Ls - Due to the r~turc of 
an open f.)C(lnO~i Ukc Koroa is, r-.~1ici12a rclcl.tcd tv in:·).rn.:J.tLlul tr ,.'ie and 
the bal.i~""'1CC of ~ts ~fJ cr.itlc<.:l.lJ.,y lwport.c.nt.. t;[ lLjn:::di~te COilc\;rn CU"e 
ROKG policios rOi;;u.rW.1lL i."'lt.el~n<Lt.,.(,r.l<.1.~ t.r.....;!;! ~J. till' d.:i.l'ficuJ tj ':3 (:Y,JJElcted 
to be uncc"lU'l~,ered in cQnnectic.n W.L'Lh I"Gp'-\1ment of ohc,l:1.-ten'1 Joana Ul1d 
Bernd-Of: or lOIlG-term oblit;~tions. '::pecial. attenl.iOH I.lust b<;; l.: '."~n to the 
une of the tlxchange rato flK'chnia:1 .~ .,. corrective ~d'C'Vj ce r.::.tl'cr t.han ilie-ct. 
govcl'.rlIl1ent controls oi.' any ;)c;t.. ! : ....;.; tn oxch':l1l{;(.: n~.\.;.:~,,c'rK.?nL r~,!c,~ wJ..so be 
improved f.rEl.::\tly 0 

;).) 	 lhe fil'5t utJective ji:j to .:.l3sist the :·::/~C ~ (l ina U·:~t.>t.o :..Ill 

e.."'1:chango rate .,..nU t~' .J.,;,:~ rx....l.i..~y ~}ich l1D.l ".'.11":0'...:[",1,. ';'I ~ .\.lx.irta, 
diSCOU1~atO imports J ,."l1u rJ.ti{;n forcicn ·hbt tW~I:"··';i.1" 'The 
t"U'[,et is t.o aasiat till.; hlll\G to <.ldvp"L r;:. ~-;r;]j,cy ~:';';IL. t.le 

http:lwport.c.nt
http:J";''i'i.l1
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foliowing measures: (1) em exemption of tmffs for 
exportersj (2) a Bubsid¥ to exportcre that 1II111 equal (but 
not exceed) the protection to the domestic me.rket offered 
by the tariff system; (3) ~ 1ntereat-eq\U$lization tax on 
foreign loans; (4) a fixed exch~e ra.te which it) devalued 
periodically Cl.S nece:J8c.t.ry to correct unhealthy overvaluation 
Cu.used by domestic inflation; and (5) a loem fund, perhaps with 
preferential. interest rates, tl14t the RDKG can use to etiUe the re~ 
~ob1eme c~useti to fvreit~ debt holders by such davaluaticnD 
(by FY 1971) 0 

b) 	 The seconu -tC1rL~t i6 to urttf the HUKG to maJw clvuild.b1c on Ct. 

timely rusi:) to til concernoo Loverl'U::lenta ,,",flu internatioIldJ. 
qinstitutions ccmpletl;) .:r.iJ. dotaileu rep0:rta coveriIl£ such area.

~: (1) ull foreiLn clubt outetdfl(iillL; (2) pro~ections of d(;ot 
l"1;';~nt obligu.tioIWj (.3) pru"t;ctJ.uns c·f su1,.I'ces (,1' funds 
for repa;yment j <.U1U. (4) Q dcacrilJi:.j·vn of Rl.ili(i P.l~0t.rcalIla I:lcsiVle<1· 
to correct ~. shortfu.l.l. of r.ep~IOOnt l'unciB under re~cnt 
obliCdtiol1a (~ FY 1971) 0 

3) 	 Qapital wE Money l-LrkS!i&. - .i\ tiotm.A c~pital dllU J.Ji.)ncy market 
oyst.em 16 en;;: vi' the c<.:rnt:rat.on06 v1' a. seli'-sust....1.nl!J.L economy. 
Ace01'diI1tJy , thi.s J:;;ro~0(; t. 1,411 be c1.U'~.n':ul~ coc.r,aIl.;.t",,-,. with 
the specific tar{.ets ).nclu\.16ci iu the t;!xi8t~ ~ovt..->U JI.llIl1iili~t:.!~!-_i.:~n 
of Hmklng -.l.llo.i \.;redit Prv.;wct anu thl: p1lJlUl';"~ PriV<ltc ~_terpri6e 
·DlJve1cpmt;)nt.. h'ojliJct L;:; Unc0<.U"dba u. mort.! iru.Lur--ciKJ.ent O.J.I"JtillE:, system, 
to--ilUk~ domest.ic [lllllis t:oru cowpetl. tiVL'1 with 10rel.Ln furlJa J dlld to 
alloc<.l.te more invest.lDcllt. tv ..a. l'dpiuly Lrewilll:-'. priv...tu W"Itcl"prirse 
sector (b;y end of F1 1971)" 

4) 	 FinancinL or lJefense - 'Ihc tdrf,et is for th13 ltl.lKG to formubte 

..l pl.m by which the H(;KG C,J11 domc9tiC~ finance KorOd's def~noe 


efforts dur-il1£ the 1970's. il. tcntdUve plan lIhould bu cC'Llpleted 

by tho end of FY 1971. 


Statistical 3ervices 'lbe Uureau of Sto:lotiBtics (d,j;:;) 01' the0 

.Economic Planning Board (EPB) M.a i.1.cquireci d computer for 
ite many <.lata collection proL!"clQJ which inC'l1..<ie: tho CclllSUS 

of small u.nd meili.UlIl indu~try, IJir.in!:, tmd nmuf:J.cturill{;, cCJlmljC~rce, 
construction, popuL:a.tion, housill[, and CJ.f,ricu_lture, 9urveys of 
national j.JlcoLle, n<.!tj anal l!lealth, .and f<.ll!!ily livint; iq;or.t am 
expert stdtisticB; i:ind lcc~ l.~.~'ernment statiutic.u t.!ndert,a.kings. 
'lhe t~£et. fur this project is to set up Ct. sound and efficient 
9atd. co)) ecUGfHmci: dat.;i haru.tlint. system fol' f1'e<.i.ter eJ.'liciency 
in compiling, .malyziDf;, and. makillt ~vailu.b10 j.Illp0rtcJ.llt sta.tistical 
1nforma.tion related to the nation's OCc;Il~ (;.i.~ 

(in 	FY 1971) 0 

UNCI.A.:iSI FJ:.aJ 
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6) 	 The Third Five:XRiJ" p~ - 1ha Dajor reasons for developing & new 
plan are: a.) to est<l.bllsh desirable, w!! thought-out, acldevi10ble 
economic t.oiiliJ; b) to chooso the beat methods and policiw 
(eccnC1ldc, political, administra.tive, social, and technological) 
for achievill{; these goals; am c) to est....blish measurable :l.qU.ementation 
targets in order to ",udge&ll .::and Qvaluate achievement .. 

As a. result of joint aiforto by the ROKG ..J1lU US:ilD, the Korean 
ecanozq,y 18 expected to achieve most of the wJor Seconrl Fiva-lear 
PLm gc,ala dot least a y~ earlier than anticipJ.too.o '1'he ;:>reparato17 
'WOrk for the formuli4tion of the ~hird F1.ve-Yc:...r Plan ('l'fYP) has 
a.lre4 bet.un and will J QS in Fr',J"Jious j ll.3t~Ir!Cca, Uldfh;~5ize 
selection 01' a. sound clevelopnent stratobY eJid cOBpleroontGrY nom 
pvliciea. 

'Lho ptq>osoo schc:iule for dr.:.l1rd.nt up tho v.:ui.OWJ purls of the 
1:m &"e ~ fcllc.wa: 

a) 	 ,Lonf,-term pro,iectio1l§ (1~6)1 - 19§9): the flc..u.e oJ.' the ~conOl:t'l 
CIJl(l income level, ~n:.Aq!Jtri.u structure, bulwlCed of pc.i.yJDellts, 
f.llld. popuL:.:.ti-:. n <.inti ·,~i.!pl()ytlrnt (t/y eClQ of iY 197U); 

b) 	 An;regate (H).ero) Pl...qJn:!.nL (l&69 - L97o): forecasts oi' 
producticn \:r.). .inJootry!t c'OIaCstic and ioroiLll 6~villi0, 
investment dt;li~d, iJl1tl t. -dl}CC of UQYIOO1lts (tr.r ~nu vf !~ 1970) j 

c) 	 .f.cre.c~!d! for l)em.:w<,t..dThUor C9f.'B9<iit..ie8 unq wct,om: 
aericultural proLiIlCtG, IIU~;or lJlWlufactured producta, elcctrlcJ.ty, 
o3llergy, transI-0rl....tion, storiJobe J comllunicu.tion , i n<!~ tri.:U 
w<:I.ter, ~ci Cmplv':iumt (by end of 1"Y 1'J7v); 

d) Sectoral, Prof:-;r.:JJn (m.ero): ciocc;:Jt1c goverrunr:mt and private 
savings by sector ani eJIPort dJ1U import ~')recast!J (~1"1 1971); 

.U1 

e) 	 InI08tment PrOt;r~: roviCl'f &ld selectiun of propoo(;d 

proJect.s J recicr...u ct'3vclJpoont. pl..:tJ1S, :..J1d. l-'ll'ov.i.ncL:J. ~ 


rurdJ. electrific<J,t~ on propoo~la (bul fY 1971); 

und. 	 ~ 

r) 	 Rec0Jl2iliat.iQ!! d AgjustIUlilnt of S9Rfgd.te PJe'1 fo~hi:9D 

Effom: adjustJoonts bo't\>;een .\.:.ereb~t~ Flan ODd Se~tor-.ll 


Prograroo (~l"Y lli7l); c.Uld. 

.!.n 

UUCLA6SLFI ED 
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t) peveloppent ot P2),1cl Mea!Ulft to Jupl?Ol$ P}.&Iud !rsatr 

(by 	FI 1971). 

I t is tiirr,cted that the Plan will be complt'ltoo by the ooQ ot r'Y 1971. 

£. 	 Coune of Actif!! 

Under this propo8cal AlD will continue to f1lldrlce U.,:). dil'ect-hire 
anll contract technical. services, .. comnoditi~artlcip.mt train1ll1!. 
throughout the remaining lii's of the project. 'lhese activities wl11 be 
coordim.ted \lith AID's J,)eve1opnent and Pr0tr&n wans, tho PL 4f!JJ Cl'edit 
salea J other AlLJ technical. us81st~ce projects J dB well WI related eftorts 
by the U.N. J Il.fl" <:UlU other clonol'6 D 'l'he RCJKG will alao continue to make 
comparable contributions. 

U.:i/UJ) proposes to provide up to four !'u.ll-time, cJ.irect-hire ~v1eora as 
well <JS numerous ahort-term &lei contr~t 8peci~ats to i:l.dvise the .ROIG 
on improved economic policies rclat~~ to c~ent isske& and to the for..ulat1on 
ot the Third Five-Year Plan. In addition, there ltd.ll be 29 partlclpant.8 
in F'Y 197u ar.d 16 in FY llJ71 in fields affecting economic policy Bllii 
plaml1ng. This project will also .fir.k4l1Ce the purchase of textbooka~ 
p~q!'~~lo@_j~uz-n$"..r~i'erence \II"Orks oJlld, other library materi~ for use 
by the ROK officials ..no dl"e helpill£ tCi fOl"lllLJ.ate Ql'lQ i0iJ1~t the '.t'hir<1 
Five Ye~ Plun. 

Some O!' the specific courses of .:.l.ctlC1n ;rJroposeu Uf¥lur this pro~ect 
ar~ follows: 

1) 	 ]bnetm Pollcy and Mce st..biliHtiQn - 'lbroUf)l the aervicet) at 
a fisc;;u - monetary economist and contract special..i.sts: 
a) <JSsist the Ministry of Finance (W1i'), lXAnk of !tor_ (Wit) ..na 
}:;conomic Plannint: ooill"d (EPB) in prepa.ri1l6 .;UK' ilIi>lementing an 
ol}:propriate stabilizg,tion program. ibis actiVJ.ty should 
include the preparation of d report OIl the a.pprClpriate levels of the 
lOOney supply dlld/or reserve ~e liIbich 'Would help alow inflation 
to tareet levels; 

b) 	 develop C1 ROKG proerum to pr01ric1e incentives to tho private 
neetor to incre~e private dcmest.J.c 6<.wlOLs; 

c) 	 urge the ROKG to mmmize its role in the illloCdtlo11 of credit 
and maJlal:;ement of industries; and 

UNCLASSIFl.cD 
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d) 	 help toralate quantitaUye eet1at. of the ettect OIl 
tho genere.l. price 16'Yel of alnor and major cbq_ in the 
excll&nge rate ancl the rice pr.1ee 0 

2) 	 Inf.!!p*tiOJ!Al Tra9' and. .8.:Wtn&i2 or PN!9!Ilt9 ­

a) 	 A direct-hiI's intemational trad,'J ec<>llOIId.st 1Id.ll CClIIp11e 
data OIl the ROl's forei£n debt out.tanding as ot the em at 
CI 1969, projeetiOl1ll Cor the next ten years c4 debt repqll&Dt. 
obligatiOll8, and }rOjectioJ'lS tor the next. ten ,¥CV9 ot sources 
ot funda tor re~te; 

b) 	 from the data compiled under (~.) ~ >all USiUn advisors ldll 
help formulate various prot,rams desl0:wd to el1d.ble l!PB, KJF, 
and. the l[orean lxch~e &nk (KXB) to m&Il~e ita r~il;n 
debt more erleetively so that rep~t oblltatic':"~ .~..n be 
met and. the nation's continued. econClllic r,rowtb onh.~.nced; 

c) 	 a8siet the RuKG in reviain.t; J.ts tmrt system. '-6lld subsidy 
program for mcportere in oroer tc, keetp 1qlorts at ~eable 
levels and to increas~ e:xpcrt8; 

d) 	 advise the ROKG on the in-Ler-relatiOll8h1p of the propoaea 
interest equalization tax uDd t'oreicn loaDS, ..mc1 further aBsist 
tilt! ROKG with the paaa~e ;md 1q>lomentatioo of the lnt~t­
equalization tcl.X; cmd 

e) 	 help the ROKG atutiy the effects of cieyw.uation, understand ita 
importance, a.nd d.evitle 1.1. system to edBe the 1JIpwt of thase 
necessaryrix davaluationa 0 

30 	 Capital apd bey Margts 

Th:L3 important area tdll be aa"iste<1 by tM> "ther technical 
aasistance projects, the rod.sting lJIproVed At.im1.ru.stratioo of 
Ban1d..ng and Credit project, dua to tera1nato at the ODd of 
fI 1970, and the propose<! Prlvuto l!Dterprise DeV81~.p.t Project, 
due to start in FI 1971. Thus, the o~ courBe of oict,16h 
required in the Econcmc Planni.ng Project will be to help 
coordinate theee activitiee l1ithin the over(ill framework of the 
U.S. - ROIG otabilization develop!lellt pro£l'alM. 

URCLASSIF.lW 
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4) li'MR2W of pefne 

U3AID 1d.ll provide l.1.m1te<t advisory services to 48018t the 
ROm in find.i.ng alternative c.:ources of .t1.nMDclng once &ll US 
ailitm"J bud£etary support lms terninatcd (echedulad far CY 1970). 
The Miesion will ;advise the ROm on the best means o£ effecting 
this chan£e lid.th Co minimum of disruption to lorea 8a developuent. 

s) §;.tistlcal Seryice, 

UStUll contract advisor(s} will continue to assist the ROm, 
in particular thE: ~ononr.i.c Plarm1nt. BoQI"d Gs iJure.u1 of Statistics 
(005), to establish a. nett caoputcr-OOaec..l. diJ.ta haIxJ.l.1.ne systemo 
USA.:W advisors and. ROm off:l.cial.tl ld.11 also" Mlere posSible, 
utilize the ccq>uter fuc1lltie~ a-v41.1"'-Lle at. the .iuD-financed 
KoreQll Inatitute of Science and Techn.ology (1U.:5l') in Seoul. 

6) ~p 'lll1rd F:t.ve-Ielir !~ (TFYP) 

USAIj)ie aasj.st,anr:r3 to t.h0 liORG in the formulaUon or the 
TFIP 1d.ll COl1Dist of Cl(1V"1sr.~'~· aervicoo by the direct-hire stair 
and a larger consultant {7'0up, whose memben vill arrivo in Korea 
at ·various times durJ.1'l£ t.he remaininc, li1'e of this project. 
'l1le latter group \dll be compoacd of aevelopment economists, 
rirwnciiU advisorR, an uV'icultur;ll develCipAellt. exp'-:ll't., QI1 

induatrial. aevelopment SpC~J.i;;J..i3t, an internatiorul t.r~e t3conOldst, 
a manpower Pl..&ml.ins expert, ~ other pl~l.. 9peciills~8. 

The above oovisorn will .:ASsist the ftOltG, pr-lnw-ily EPB, to 
plan Korea's overall clevelopnent during the ne,a-, P'ivo Year Plan. 
Thid.r task vill be to ~l!Jlst the ROKG in the formulation of the 
plan, to help ma.lw individual 01" se;,ctoral tl,l)ule ~OJl6iet~t with 
the ob.lective8 of the entire pl;an, to identif.v pctentidl 
obstacles to the successful iltpl.emer.tation of tha TFIP, an1 t.o 
help devise quantitative 01' llt.hor appropric...te fJolleles tr. handle 
lIuch problems 0 

In addition to the above du.tl98, UOOD direct-Lire admen, 
as well ae sane contract- specialists, ,dll dt131st in f'u..l.f1ll1ng 
nonu.l U..5. Mission economic:''l"eporting requirements bec.;l.:use 
the 1mbaae7 liconOil1e Section and USAtD's hnVldc Pl.an;'-il"'.f. 
Section haYe been merged int.o pIle unit .. 
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II. Approvcd in substance for the lif. of tho project a. deocribod in tho PROP, sublecl to Ihe condilions ciled in 3lcc:' 10 c~o'.... 

~i..!2'~~ Dctaill!d planning with cooperating country and drafting of im;:dcmcntotion OOCUnlCi1!s is ;wtr.crj;~d. 

This oul!,,,ri:ation i. contingent upon limo/y COmplolion of the self·help ond olt.er condilions lisled in Ihe PRO?.or al:od,·,' :!'U' 
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