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Dr. Jolmson has given pause for thought to those who direct the
cooperative movenent in Korea, 4s such, ho has sexrved as & mmtor of
M«Amerimmthapmwfmomtunngtharwm‘t
tolerablo, understanding philosophy of our economic aid progran.

As he gpproachos retiremont, Dr. Jolnson carrice witn hin, and his
wife Jo, our fondest best wishes for the Auturc,
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End-of-Tour Revork (Contyal Ne. U-113)
Nems: ¥, liebstor Jotpeon Job Title: Credit Advimor
Country of Assigment: [ores
Towr of Duty Began: July 26, 1963 |
Tour of Duty Ended: August 8, JO64L Prior Comtry Assignment. & Yeure:
rmRe 1957 - 1961

EHERERERAERTRAREED R

I have read USOM Manual Order No. 326.3 on the subject, "End-of-Tour
Report" and shall endeavor to follow the suggested formet as it applies to
my assignment . liowever, it appesrs to be more suitable for one working on
& specific project or progranm activity rather than for one cngaged in a brosd
institutionsl field; such as agricultural credit, In the course of my remarks,
I shalll mention some of the issues as I see them,

b Swmgry
As credit adviscr to the Hational Agricultural Cocperative Pederation

(NACF) and for a short tims to the Ceutral Pederation of Fisheries Cooperatives
(CFFC), I have proceeded upon the assumption that it was necessary to secure a
good understanding of tho operations, problems and needs of these orgmnisations,
in addition to perforning advisory services and chores. This I have tried to
de, Not only has the gathering of data bLeen of help to ms, but I feel in tiis
regard the' the total valus of ny ue-fulness was cxtar<’ed and that momething
has bee left of valus for the months and years ahead.

UNCLASSIFIED
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In the field of apgricultural credit, an advisor in Kores csn truly be et
& part of a large progran. luch of his irpact, if any, is intangible, although
he may Le rather closely sesocintud aib tines with obtaining funds for a nesded
purpose. ligiwover, unless on advisor can help change policy, the way things are
done, good fellowship and associations - howevar, hipghly ostoemed and cultie
vatod ~ will leave no rark on the work o Le dones

As an advizor; I lLave tried to bo & pood teacher in an attwsphare of trust
and confidanco, while standing Iimn i‘orl chanpes balloved to be right; and not
always saying what othors would likxo to hear. I have not hositated to take an
affirmative pogition; but with full apnreciation of tho differencs betwean the
task of an advisor and thet of an adninistrator.

In this sotting, I would soy that :3y main contributions have boen: (1) %o
view credit as a neans to increaso agricultural production basad npon well
formilated plans; (2) to encourago a rcalistic intermediate and long-term
eradit progran; (3) to reshape the existing progran of suporvised agricultural
orodit; (4) to discourage the use of credit as a reliof measure for submarginal
farmers; and (5) to uso crodit to a ruch larger axtent in the marketing of farm
products through HACT and its affiliatod cooperatives. A start also was rade
in exploring tho credit roquirencnts ¢f CFFC and aosistance rendered in irpwowisis
upon ite financial rosources and operations; i.C., tho transfer of counterpart

funds, budgot necds for operating capital and invostments, and credit proosdures,
Tt io in thesc arcas that I would rocormond conchrted attention and grestly

expanded effort in the days shead. Also increased reeognitiin should be giwm
: (]
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to agricultural crodit as an cssential part of programs or measures affecting
land uses, occupancy and tenure that stem fra: custony laws, administrative
measures and land oenppgoenent practices.

B, Existing differonce betwoen U.l, and loeal practices and adpptations
attempted and eprroach followed

The olenents of & pood auxdcilbural crodlt progran are rmch tho same throughe

out the world. For qrmmple, a ool arricultural credit system (1) rmm't have &
strong organization; (2) it mmst Lo provided with edequate loan funds that are
used for productive pupposos; (3) im tine, a nubstantial part of the loan funds
should cone fronm tho savinss of farmorsg and (4) the growbh of farmers’ cooperw
atives is of key imporbtance in sorviciag tho creddt noeds of farmers and in
malking for an exponding asrienitural ccondry. Differcncos botwem cmmtriﬂ
are in degroo, not in cubstance.

But, tho services of an offnebive adviger cannod rost in a mowledge of
pound principles of evodit, I steowily fecl that thare 1s no substitute for a
good understending of theoposabicmgend funcbions of a credit agency, Thus I
found it mecessary, at an caxly date, to anslyse the differont loan accounts of
NACF to dotormine the aisbing precticos and procodures in maldng and collecting
loans and the otatus of the loamn. I {found in the {iles practically a total
void of even good deseriptive materdal on credit operationsy l.e., financing
fertilizer sales, the wmico licn progrin, anti-usury dobt scttlement or other
mejor functions of HACK.

BHCIASSIFIED
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In the accampanying publication, "Naticmal Agricultural Cooperutive Pederg~
tion in Finanoing Parners of Korom," I have brought together some matarial besr-
ing on the credit situation and probloms. This roport suzmrizes the content
of a mxber of ny papers. It has bemn widely distributed and trenslated into
Koroan.

A research study on agricultural credit in FKorea is now in tho process of
publication. This was a major wdortaking. Progrese in the preparation of
this report was hindared by porsconcl changos within tho Research Division of
NACF and by some wealmess o the part of tho staff of this Division in ana-
lyaing data, Ikmevor; as a whole, thoy have dons well, Tho published report
undoubtedly will be lacking in sevoral respects. Dut it will shod Might on
the agricultural situation and crodit probloms in Korea - information of timely
significance, And tho voluminous tables of 195 pages in the appendix might.
well be a fartile field for additional study by praduato stndents and others,
It was a pleasurc to work on this resecarch projoct,

A pllot project in intensive supervisod agricultural crodit was carried
on in Hgkha~R1 natural village ares. Ixcoldent cooparation axisted between |
Mindstry of Agriculture and Forestry (MAF), NACF end the M Gooperative,

A letter of appreciation was roceived from the villegersy T . Ul

For the Fifth Far Fest Agricwltural Credit and Cooperative Workshop held
mSeoullaatxmy; I assistod officials of NACF and others in the preparstion
of basic materials, papers and reports. Of thooo and other of ny efforts, sy
associates in NACP have often exprossed thedr apprecistion and oetitude,

(RICLASSIFIED



SEOUL TOAID A - _/ ( 3 UBCLASSIFIED 5 12

In addition to an uwderstanding of the credit situsticm and problsss of
NACF, it was nocessary to arrive at juignents as to good lending yrectices,
snd to have a viewpoint of tho course of agricultursl develomments in projecting
credit requirenents. Credit does not function solely within tho elements of &
good credit eystem, It is nocessery to think of credit in relation to agricul-
tural develoynent in Korea and of crodit as & part of a total land resowrce
development prograu.

In this regard credit can be an offective tocl for up-grading farm wnits,
and the extension of credit through cooperstives with guidence has a most sig-
nificant place in land rosourco devalopments on axisting farms and newly estabe
lighed farms.

If agricultural expansion is strategic in the economic development of
Korea = and fow would doubt this « then cooperatives that extend credit and
supplies to farmors are of key significence in tho econoic dovelopment of
the country., For it is only through cooperatives that the credit needs of
farmers, the furnishing of farm supplies, and the introduction into agricul-
ture of large anounts of capital muy be physically achioved and on reasonsble
terms, Also, without the cooperativo-credit fimction, it is most diffienlt to
visualize a process of rather rapid capital sccumlation by farmers, which is
g0 important to rural development. Thuuawumtwngawcﬂ&mlm
progran 1s at tho heart of a viable cconomyy for Korea.

UNCLASSIFIED
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Smiral Pedaralion of Fisheriss Cocveraiives (CPFC)

During the past six mcomths, a part of my tine was spent with the CFIC se
credit advisor. Hy approech to the tasi was similar to that followed with
NACF.

In 1962 CFFC was eetablishod by raising the status of the Centrel Fisheries
Federation; and, worbhy of nenticning here, CFFC was designated as the finsncial
organisation for all cooperative fisharios crodit activitiss. Previcusly, a
nuber of agencies - mainly NACF and FKorean Reconstruction Bank (KEB) - handled
the crodit activities for fisharies,

The fisharmen of Koree are poor, very poor, indeed, btut poor people who
hold a key place in the oconomy of the country. Indicative of their status is
the fact timt 70 per cont of theroabouts of their credit is costing approxi-
mately seven per cont a momth, On the econonie front, the rich fisherics
resources of Horea provide a major source of food for the people, Also, in
1964, foreign exchange earnings amountod to $23,660,000, or approximately 20
per cent, of all the earnings. And the fisheries industry is of paramount
importance in the total econoric growth of Xowed.

During the pest 18 mnomths loan accounts and some cash funds were treng-
ferred to CFFC from NACF snd KEB. Arcund 65 per cont of these acoounts were
delinquent, and akthough a good Job is being done in oalloctions - through
mrieting agresnants - the fact remins that CFFC, is at this time, very short
of opersting capital;
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mmm«mmmmammm
of the equivalent of {100 mllion in boats and fishin: equipment over tho met
tea years. uumammnm,mmmm-nbomd
least in part, for operating purposes. Also as & part of the settlement, it
hmwmmmmmomot%omnmunb-m
by Japan to Korca, $WNGCFPC has no banking funds. It camot disocumt paper
with the Bank of Korea (BOK), but relies on bank credit from NACF at 16 per csut
per amun, The presant amount borrowed is more than Y300 million. In the
Smndht.enmbhaaheadCF‘P‘Cwillbei'lcoduithamodfwm.hﬂmdm
finance plamning, particularly in raising operating capital, providing badly
neoded facilities and in an-out essential training programs. Otharwise,
it will be most difficult to usc &0fectively the avallable eapital goods and
commarcial credit forthcoming from Japan.
Co

1, It is ny feeling that guidance in the use of loan funds and the exten~
sion of credit are functions of NACF. There is ample place in Xores for the
Office of Rural Development (CRD) of the MAF to cerry on demonstretions and
training activities for improved farming practices and better rural 1lving.
The landing and guidance functions of NACF and the guidanee activities of ORD
should be closely integrated in the use of credit. Thess two independent

agecien should woric together as a tesn, .
Tt fr of povo-ovrt dmpct 1o ice for v suoc asfy progren of rpervised

Mtw;;cwrmbhformumw“m
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&8 to hor the fmds are wsed, The ctension of aredit aad its supmrvision e
best be dome if both are a pasiage deal. Heredn lies an epportunity for a
vastly improved progren of supervised agriculturel eredit by NACY. Supervised
msmmuwmmmmmucm,um
have been taken to do so. |

2, Doth NACF end CFFC arc esger to capend materially the cooperative
marioting sarvices, The opportunities are most promising, Isproved marketing
mﬂdmkofwammordwlymw:mtofpmdmh,Wimofm
ative nembors and eupport price stabilization. ,

Harketing and crodit services should go together, Otherwise, it i1s

mbpoudblofbrtbomtorocoivothoﬂﬂlbuﬂtotah.lmr,m
theowpmtiwsyutmmKom,tomiaotholwdotcoMmhMof
truly farners' or fisharmen's orjenizations. o

3. mﬁmm@themwnmof'plmmmw:gbym
mant. should bet (a) ¥o do for the fisherman whet they cannot do for themselves
and that which is soclally necessary, and (b) to encourage and cocrdinate astivie
tice that fall within the sphere of private initistive. The next few years il
be & critical period in the development of the fishing industry in Kores. To
m«rmmm-ntoummmwmmmmmm
are glgantic tasks, Service facilitics must be mbetantially expanded and the
Staff of CFIC mibetentially enlarged and up-graded, Although fusds are being
waﬂmm;admgwummlﬂl-whh,_b-“'-
nesde require, nor wWill adeguate cperating sapitsl be meds aveiletle te sereies
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mhmmmammmmmm The uss
of additional ooumterpart nmm@tmlbamwmmum--
mmhmmgthoprintemtmmofm
Do & Towx-ymxtmoprojoctodhndrmed«almnutmhm,
& greatly expanded progran of intermsdiate and long-torm credit will be required,
Somw progress has been mado in this direction. However, there 1s a tendency,
or, ono night say a practice, for resource Planning to rmove faster than finance
Plaming in Korea. Thus physical activitios for land development, are, at times,
begun without adequate funds to finance them, ILand rosource developneits and
the up-grading of farrs to econamic units or better will require a large soownt
of capital set in motion threcugh credit, As a part of development programs,
new logielation is aleo neccssary, For aample; logisiation to perrdt NACF
to take & land nortgage s security for a long=tern locan; and Wﬂ
logislation for paddy land rearrangament and upland developments, ineluding
Linaneing arrangements,

Credit operaticns to achiove certain gosls, are good prograns provided
they are a part of a good total program. At tines, mcrhubmw
to support, widertalcings Rgi of which the financing ws/a tart of the planming
process; nor as it hes happaned for some undertakings was thers an acceptable
basis for extending crodit;

Closaly related to agricultural credit, Iwuldaythstmuilm
of a comprelenaive land pciicy: A policy that would encumpass lnsl rowcwee
Plaming and programuing, Mnd temre nossures and agricultursl credit,

UHCLASSIPIED
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A land policy should be concerned with the utilisstion of, and temwe rights
u.mrmmmmmmmmmw:-umwm
ment programs. Forest and recreation lands and the oonservation of watershed
lands mst also be an integral part of any conprehensive land poliey for Kerem.

In addition to a growing demend for production credit for more end bepter
fortilisers, insectiocides, irproved sceds and other short-tern uses of credit,
capital investments in the agriculture of Korea will loom righ Sn the yoars
ahead, In the first place, the need is great for land and water developments,
mdoecaﬂly,wenthmghyiddscanbeimmndmmm/g{xlwdm
ing practices and better plant varleties, the very low aversge ammal capital
investnent in agriculture is not encouraging.

One cannot go into village after village in Korea without noting the
meagar physical improvements, the poverty and, on the other hand, the hmdreds
of echool children on the march., The rising expectations of the younger gener-
atlion will demand a much bettor rural life and aome of the oonforts of the tinme,
An opportunity to do much better rmet be a part of the way of life, If not,
the future may be freught with cxplosive social wmrest,

5. Farm indebtedness is increasing, According to the reoent NACF credit
survey, indebtoedness imcreased by 4O per cent during the period 1.963-19“5
m,themportimorthedebttoﬁtomm”funw:—!b
low about five per dent at the end of 1964, This relstionship is largely

e N TR S TR O SRR 8 RSB RI

per sty during the pest five years.
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The ratio of indoltodness Lo Carft incolo was found to rango from 15 to
30 per cent, Wit the maller jams having the larsor proportion. It is this
ralobiong 2 ol indeltedness tihah eulls Zoir elosc clscrvation, for both farm
indobtadness and crol.b Zelinquencey bsve Lo ercoping up to hizher lovels,

Thip Inereaso in indcitodness bas srisa f1vn tho use of ercdit at tines:
(1) 4s a reaswre of farn relicss (2) ingddguate suiervision and cuidances
(3J financing of quostionalle undevtairis o3 and, of courso, (4) because of -

dvorse weatiar conditvions and cbiicr obidlar wazards.  llowover, the latter
causee arc rere litwly to sive rise Lo henporary delingquoncy in contrast to
chronic delinquency avising: from loans Lok arc ceenorrically mnsound.

It should not le forgottan that fawiers often vicw NACF es a jovernnent
aJeney, not as o rartiers' orpanizaticn, and that asoric 63 por cont of the farme
ers {arm to wdst and not for tho ral:ot, Iut they well know that fertilize-~
and ingerticides, with reascnally Covorablo weabhor, arc neceesary for good
crop yiclds,

I the credit burden Lecomos wnlcaralle Lo fartors from high priced foyti-
lizor and other nceds sppplied by UACY,; thoy nay woll cndeavor to shift at
least, a part of tho turden to UACP through credit dolinquencios, dndor the
presoent systen of governient Lwter for grain, particularly for rico and with
a governnont Lixed price, the croditor-debtor relationship of NACF and 'farmers

takes on characteristics that are different than in a purcly loan transsction.
6, Ilo better way cxists for cooporatives to become farmers' cooparatives

vhan for farmers to acquire a substantial equity interost in than, HNACF has

UNCLASSIFIED
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8ot up soveral savinge schorws for the accurmlation of farmer capital. Under
projoctod plans, Ly 1972 farmers will om ¥19 Mllion of sharc capital in
HAC'o affiliated cooperatives. This 4o only ¥B billicn loss then the total
volu:e of loans made in 1964. 7o date, savings aro accurmlating somewhat
fastor than the prograrmed sehicduled azountg,

In cloging, I wish to say that I havo enjoyed very mch ry stay in Korea.
My Horcan associatos wore carncst and intelligent public servents with an
understanding of the tasl: ahead, They bave been pood folks with whom t9 work
and live, !¥ associationg in 20D have Leen ploasant., !y exporicnces have
been truly interosting and challenging, and I trust that I have contributed
2 small it to a botter apricultural ercdit rrogram in Korea and something
helpful to tic credit operatlon of CIFC,

BROWN
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