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KOREA: Elementary/Middle School] Pilot Project  APTil 5, 1972
|
SUMMARY AND RECOMMENDATIONS

1. Borrower: The Government of the Republic of Korea (ROKG).

Implementating Agency: The Korea Educational Development Laboratory
(KEDL), operating under the Ministyry of Education (MOE).
2. Amount: Not to exceed.$2,5_millioﬂ1_ o

3. Terms: Principal to be repaid over a period of Lo years, including
& 10-year grace period, interest to be repeid semi-annually, beginning
six months after the first disbursement under the loan, at the rate
of 2% per annum during the grace period and 3% per annum thereafter.

L, Description of Activity to be Financed: Proceeds of the loan will
be used to finance the foreign exchange costs ‘of educational equipment,
library books, technical essistance, training and related services
including international travel required for the development and imple-
mentation of a pilot project concerning educational reform.

- 5. Purpose: To assist the ROKG in restructuring its approach to, and
continuing improvement of, public eduration at the elementary and
middle school level, with the ultimatc objective of providing to an
increasing number of Korean children, &t a lower cost, & higher quality
education of greater relevance to the needs of the society and the
individuel.

6. Estimated Cost of Activity: $7.2 million, consigting of $2.5 miIlich
in foreign exchange requirements (to be covered by the proposed loan), -
and $4.7 million equivalentl/ in local currency (won) requirements.

7. Other Sources of Financing: Financing for this activity is not ,
known to be available on comparable terms from other free-world sources.
Neither the Export-Import Bank of the United States nor the World

Bank are interested in financing this particular activity.

8. Mission Views: The Mission recognizes and concurs with the high
priority which the ROKG attaches to educational improvement, and finds
the proposed project exceptionally promising; eccordingly, the Mission
recommends authorization of the proposed loen.

1/ Exchange rate of W 370 to $1.00 used throughout this paper, except
where otherwise noted.
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9. Envircnmental Considerations: The project committee hag reviewed
this loan proposal within the context of A,I.D, M.C. l2lh.l, and has
concluded that the proposal does not qualify as a project having a
significant environmental impact, and that no potential deleterious
side effects are likely to result from the project.

10. Issues: There are no issues presented by this loan proposal.

1ll. Statutory Criteria: A1l statutory criteria have been met (See
Annex & ).

12. RECOMMENDATION: Authorization of & loan in the amount of $2.5
million to the ROKG, in accordance with the terms and conditions
stated in the Draft Loan Authorization (See Annex B ).

Project Committee

Loan Officer and Chairman: Richard B. rarry, ASIA/EA/CDF
Country Desk: Chester S. Bell, Jr. ASIA/KPA/K
Education Advisors: Wm, M. Williams, SA/IR/TECH

Robert M. Morgan, USAID/Korea
Harold Freeman, ASIA/TECH

Legal Advisor: Herbert E. Morris, GC/ASIA/EAD
Engineering Advisor: Paul H. Beidler, SA/IR/ENGR
Drafted by: Wm. M, Williams

Richard B. Perry
Chester S, Bell, Jr.
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I. Background and Introduction

The Republic of Korea, with a population of 32 million people,
is a rapidly developing nation with all of the opportunities and
problems associated with technologicael change, industrialization,
and rapid urbanization. In moving from & predominantly agrarian
economy to & more industrialized economy, the Korean people have
demonstrated a willing acceptance of new ideas, and new technologies.

Korea's GNP increased from $3.0 billion in 1960 to over $7.0
billion by 1970. In the same period, per capita income doubled and
exports rose from $20 million to $835 million. There seems to be
general agreement that a high level of economic growth will continue
in the decade of the 70's. This rate of development has had &
marked effect on Korea's manpower requirements. In the period 1965
to 1971, employment in the manufacturing and technical occupations
doubled, while the need for uneducated and unskilled workers diminished,
These trends are also expected to continue.

llowever, the Korean education system of today is seriously handi-
capped in responding to the changing national needs. In 1953, immediatelis
following the invasion of the South by North Korean and Chinese
Communist forces, the public education system was in a shambles and
virtually did not exist. In the ten years following the Koreaun War, the
ROKG, with foreign assistance, made & massive offort to rebuild its
educational programs. Thousands of new classrcoms were buily, teachers
were hastily trained and new curricular materials were assembled. These
programs were necessarily less than ideal and had to borrow heavily
from traditional American educational philosophy and practice.

By the late 1960's, the inadequacy and irrelevancy of the system
had become evident to many Korean educators and government leaders.
Although the ROKG invests approximately 19 of its national budget in
education, the lion's share of which goes to the compulsory elementary
level, and permits almost 97% of Korean children to complete six years
of schooling, only a few more than half of these children can be
accomodated in the middle schools (grades seven, eight and nine), and
only about 30% will reach high school. Iurther, elementary education
is deficient in many respects. For example, Korea needs to employ
some 25,000 new teachers this year and trained, qualified teachers in
such numbers are not available, nor is it likely they will become
available in the foreseeable future.

In 1970, Korea had approximately 6.7 million children enrolled in
the elementary-middle schools, but at the same time nearly one million
of the middle school age group were out of school. By 1976, it is
projected that there will be 8.5 million children in this age group,



and it ic considered essential to Korea's continued economic develop~
ment to substantially increase the percentage of children who complete
middle school. Apart from the obvious socially beneficial reasons for
doing this, Korea's industry and business have & rapidly growing need
for manpower with at least this level of education and training. 1In
addition, studies on rates of return on educational investment in Kores
indicate that the return on a middle school education (20%) is much
higher than for high school or college.

For the foregoing reasons, & decision has been made by the ROK(G
to expand educational. opportunity so that “"free'"l/ education, now
available only through the sixth grade, will be available through the
ninth grade for all Korean children. At the same time, it is evident
that this national aim cannot be achieved through a simple expansion
of the existing System. Education's share of the national budget is
ebout as large as it can be, and even if more funds were aveilable, the
necessary numbers of teachers are not aveilable. It follows that if
educational opportunity is to be significantly increased, the ROKG
must develop forms of education that substantially differ from current
practices.

Over the past five years several in-depth studies have been made
of the Korean education system. These have ranged from specialized
studies of problems associated with curricula reform, school fihance
and school facilities, to a comprehensive system analysis of “the entire
public educational rogram. In & study performed by Florida State
University in 1970,2/ focus was on those issues which would help the
ROKG provide a better, more relevant education for more Korean young
beople at a lower unit cost, and at a total cost not greater than the
nation could afford. The study team, in collaboration with key Korean
educators, analyzed current utilization of resources available to
the national school system and suggested alternative ways those resources
might be deployed through efficient educational practices yilelding
more effective results, In contrast to current educational programs,
the new system, to be developed through this project, is merkedly
different and innovational, The features of the new system have been
Jjudged sensible and amenable to local development by responsible Korean
educational leaders, and it is cgenerally recognized that the magnitude

1/ Although referred to as “free", elementary/middle school education
in Korea is supported in part by parental contributions to pay for books
and materials and to supplement teachers' salaries, and building and
activities funds.

g/ This report, entitled Systems Analysis for Educational Change: The
Republic of Korea, 329 pages in length, is incorporated herein by refercnce
and is available on request from the project committee.
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of the problem precludes solution by half-neasures or anything less
than a major reform effort.

The development, implementation and evaluation of this new system -
in the form of a pilot program in one Korean city - constitute the
project which the A.I.D, loan proposed herein will essist in financing.

The Borrower of the A.I1.D. loan will be the ROKG. The Beneficiary/
Implementing Agency will be the Korea Educational Development Leboratory
(KEDL), an entity which has been esteblished within the Ministry of
Education (MOE). KEDL will have direct responsibility for carrying
out the project from the research and development required to design
and construct the new system through the testing and evaluation of the
system. Although responsible to the Minister of Education, KEDL heas
been given the administrative autonomy necessary to accomplish its
mission, and the financial arrangements are considered satisfactory to
meet the needs (sce Section IT.D., Financial Considerations). The
staff of KEDL is to include carefully selected, highly qualified
educational specialists whose appointment, tenure and salaries will
not be covered »y normal Korean civil service regulations. However,
KEDL will require technical assistance from a U, S. institution for
several aspects of the project, and such assistance will be financed under
this loan,

An important aspect of this educational reform effor’; is the role
of Florida State University (FSU). This institution, in comnection with
its Graduate School of Education, has developed a Center for Educational
Technology, specifically cstablished to conduct research and development
on problems of applying modern technology to the education process,
with the primary objectives of increasing the quality of education while
reducing per capita cost. FSU undertook this effort mainly as & result
of action by the State Legislature of Florida, which foresaw a critical
need to improve the quality of public education with severe budgetary
constraints. The effort was further encouraged by A,I1.D,, which awarded
a $1 million grant to assist the Center in broadening its activities of
research in problems of education in developing countries. In the process
of developing the Center, FSU has assembled a distinguished faculty of
specialists. Among this faculty is Prof. Robert M. Morgan, Director of
the Center, who is presently serving as full-time advisor to the Govermmen
of Korea for the planning and developmcnt of the Elementary/Middle School
Pilot Project.

As meutioned earlier, Floride State - largely under the direction
of Prof. Morgan - conducted & basic study of the Korean school system,
and this project is based largely on the findings and recommendations
of that study. Further, it is anticipated that Florida State's continued
involvement in this project will be made possible through a contractual
relationship to be financed by & portion of the proceeds of this loan.
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IT. Project Description and Analysi::

A. Purpcse of the Project

With the obvious overall objective of correcting the deficiencies
of elementary and middle-school education, the immediate purpose of
the pilot project is to complete in every detail the research and
development of instructional programing, materials, teacher-training
and other instructional resources to be followed by testing and evalua-
tion. Thies would provide the necessery data and experience base upon
which the ROKG could make a decision as to the feasibility of installing
such a system on a nationwide basis.

This pilot project is a five-year process with research, develop~-
ment, and step-by-step validation taking place during the first four
years. In the fifth year, 100,000 pupils in grades one through nine
in the "pilot city" (to be selected) will study a significantly improved
curriculum and be taught by retrained teachers using the most advanced
technologies available.

Essential to the success of this project is at minimum an acceptance
of - if not enthusiasm for - the project and its objective by the
public and the education profession in the locality in which the system
will be tested. The ROKG recognizes the importance attached to the
selection of the "pilot city", and is planning an extensive national
public information progrem to be insugurated upon the signing of the
loan. Information dissemination at the professional and governmental
level is already underway. The Director of KEDL and the Minister
of Education made a detailed presentation of the project to a meeting
of Provincial School Superintendents, and complete briefings have been
given to the Minister of Home Affairs, the Prime Minister, and the
Special Assistant to the President. The Prime Minister felt the project
to be of sufficient importance and interest to schedule a special
presentation to President Park Chung Hee in the very near future.

A study is now being conducted to determine the most appropriate
province and city for the pilot testing of the project, and the
selection is expected to be made by mid-1972.

Reaction to the project to date from both governmental and educa-
tional groups is uniformly favoreble, as is indicated by the foregoing
end by the fact that several provincial school superintendents have
petitioned the MOE to select & community in their provinces for the
pilot project.

In the USAID's opinion, the ROKG is obviously aware of the sensi-
tivity of this project, and is carefully planning measures to gain
widespread public support.



-5 a

B. Deticiencies of the Present System

“orean education in the elementary and middle schools (grades

one through nine) is charecterized mainly by rote-memorization of
classical material, useful primerily for passing the examination
required for progression from one level of school to the next. The
gkllls of analysis, critical thinking, rational inquiry, and the

abit of continuing to educate oneself in adult life and on the Jjob
are neglected. Korean teachers necessarily rely in large measure
on the lecture method in teaching their students. Listening to the
teachers and taking notes are virtually the only classroom activities
of the students.

The basic problems existing in the national system of education
can be categorized as follows:

- Educational Objectives for the nation's schools ar: comprehensive
and worthy of attainment, but the result of the process is primarily
the ability of the student to memorize what he is to .d and repeat

it bvack without analysis and withont application to Lis cwn role

in life,

- The Curricula contein cut-dated elements, often repeating the
same topics in different grade levels, and does not form - trom
grades one through nine - a systematic organization based on

the fundamental structure of knowledge in the particular ficld.

- Teaching Materials, such as textbooks, are severly limited in
scope, and reference and supplementary materials are in critically
short supply, a fact which tends to pace the rate of instruction
to the average student, with fast and slow students being equally
handicapped in caching their full potential,

- Qualifications o Tearhers are low, with about half of the
current teaching force being inadequately treined, particularly
in rural areas. Many teachers who have invested time and money
in preparation are leaving the profession for better payin: jobs.

- Financial Constraints on providing free public education for

all children cf the elementary and middle school age group &are
severe, even though the visible or public expenditure for education
will amount to 18.9) of the national budget in 1972 (an increac:

of 22% over 1971). Personnel expenditures (for teachers, adminis-
trators, and other staeff) account for 78% of the education budget,
and it is clear that only by increasing the productivity of each
teacher in relation to students taught and failures or repeaters
eliminated, can a more cost-effective system be created.
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- Compulsory Education for elementary school pupils has been
prescribed as "free" since 1948, but the goal has not been
reached since even today 25% of the total cost of education

is contributed directly by rarents. The plan to make education
free through the ninth grade by 1980 will require additional
public funds or a reduction in the per capita cost.

- Regional Variations in the Quality of education are severe
with the better teachers, buildings, and instructional materials
being found in urban areas, the curricula in rural areas showing
very little relevance to rural needs, and with middle school
teachers in rural areas being required to double up in teaching

subjects for which they have no preparation.

In summary, Korean education in this decade is faced with the
massive problems of increased enrollment, lagging preparation of
teachers, diminishing quality, and no improvement in the productivity
quotient of the teacher. Since, for many years to come, the majority
of Korean youths will terminate their formal schooling at the end
of the ninth grade, there 18 an unquestioned need for the nation's
schools to turn out ninth grade graduates who have been taught skills
and attitudes of mind which will make them continously further-educable
and further-trainable on the Job as they take their place in society
and the labor force.

C. Detailed Description of the Project

The proposed project incorporates four major areas of change
from the present conventional system: (1) a different curriculum’
which emphasizes educational goals more relevant to both the nationsl
and individual needs, (2) a revised method of grouping students and
administratively organizing the school, (3) a new range and mix of
instructional resourcet, including the ways in which thesge resources
are delivered to the student, and (L) the patterns of instructional
staffing will be different.

1. New Educationil Goals and Curriculum

There has been common agreement that learning outcomes in the
elementary and middle schools in Korea seem to fall almost exclusively
into the informational and skill categcries of educational objectives.,
The students do appear to be acquiring with variable proficiency the
skills of reading, writing and computation. However, the deficiencies
in providing inquiry and problem-solving experiences are especially
significant. Further, there is a clear need to provide an educational
experience which will facilitate a person's continuing to learn after
completing rormel ‘education,




There are a number of bases from which the content and educa-
tional goals of the proposed new system can be derived. Among these,
one of the most fundamental is the forecasting of manpower needs, since
this should reflect a major emphasis of the educational system in a
developing nation. Attention must also be paid, however, to other
broad goals which are likely to increase in importance as the nation
advances. These broad goals include three general aims, which may
be stated as: (1) providing the individual with the competence he
needs to pursue a satisfying life-time occupation (2) establishing
the social interactive skill, values, and the attitudes which comprise
"good citizenship", and (3) meking possible & progressive individual
development in enjoyment of esthetic pursuits.

2. Student Grouping and School Organization

At the present time, the average elementary/middle-school en-
rollment in Korea is approximately 900 students per school. In the
elementary schools this is divided into six levels or grades by
student age; the middle schools are divided into three grades on the
same basis. Instead of dividing the students into n groups of 50
to 60 children by age level, it is proposed to divide the students
into instructional units of 300 each, the average school having
three such units. In larger or small schools the students enrolled
would be organized for instructional purposes into multiples of
300 or as near that number as can be approximated., Because of the
individualized, automated, small group instructlon anticipated,
students will be grouped according to the similarity of their attain-
ment of educational objectives, independent of their chronological
ages.

Management of the instructional unit will become the resprnsi-
bility of a four-person teaching team whose functions will be differen-
tiated and carefully defined in terms of what each team member contri-
butes to the learning experience of the students. This reorganization
of the instructional unit will raise the student/teacher ratio from
the present 55-to-1 to 75-to-1.

It is also proposed that the instructional unit (with 300
students and four teachers) will have six coventional classrooms
permanently assigned to it. Roughly a third of the students' instruction
will be provided by programmed televisior, and one of the six class-
rooms will be equipped for this purpose. With 100 students in the
television room at any given time on & rotational basis, the other
five rooms will be available for the instruction of the remaining 200
students in the instructional unit. This means the self and teacher-
directed portions of the learning experience will occur with an
average of forty students per room, yieldinggroups of manageable
size and enough working space for the students.
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3. The Instructional Resources

At the present time the curricula of Korean schools are almost
exclusively determined by the textbecoks and course syllabi approved
by the Korean Ministry of Education (MOE) and most of the textbooks
have been developed under the direction of MOE. Of all the teaching
resources that might be employed, the Korean school is basically
limited to two - the teacher and the textbook - and there sare compelling
reasons for reducing reliance on the teacher as &n instructional re-
source in the learning process. It has been demonstrated that some
of the material taught by the live teacher can be taught &s well or
better using less costly instructional resources.

It is proposed in the project to employ a broader range of
instructional resources in order to improve the quality and effective-
ness of the instructional process. Of the various instructional
resources potentially available to Korean schools, it appears that
individualized student-learning units, and programmed instructional
television and radio are most appropriate. In both instances the
instructional design concepts associated with Programmed instruction
(PI) will be crucial in the development of these instruectional
resources,

An important aspect of PI is the use of a varioty of formats,
media and instructional settings in such a way a8 to significantly
and predictably enhance learning effectiveness. The by=-products and
concepts of .., more important than PI per se, include the technique
of operationally defined educational obJectives, mastery learning,
programmed multi-media instruction and educational accountability.
These features of PI have particular relevance for the development
of a new instructional system in Korea beceuse (1) with appropriate
materials it will yield a higher quality learning, (2) the students
will learn more in less time, (3) a lower reliance and demand will
be placed on teacher time, and (4) the student is placed in the
position of taking a large measure of responsibility for his own
learning.

On the basis of published Korean studieslénvolving several
thousand pupils, a high degree of confidence exists that the leader-
ship in Korean education circles can effectively design and operate
a system relying heavily on PI and on mastery learning concepts.,
These studies were conducted by the Korean Institute for Research
in the Behavioral Sciences (KIRBS) and by the Central Educational
Research Institute (CERI).

1/ See Kim, Ho-gwon: Mastery Leerning in the Middle Schools; Seoul,
1 Sciences,

Korea; Korean Institute for Research in the Behaviora
November, 1970,



4, Differentiated Instructional Staffing

The nature of the changes proposed in this project will require
an extensive inservice staff training program to prepare teachers for
the new roles they will need to play. Appropriate teacher performance
in an individualized setting is different and there is no reason to
assume that traditional teachers can effectively fit into the new
programs without training. Prepackeged, individualized materials
to equip teachers with the necessary new skills will be developed.
These will be used with teachers in the pilot community schools, and
will become part of the preservice curriculum of the teacher training
institutions.

The mix of learning experiences envisioned for the new schools
in Korea calls for a professional staff which will have differentiated
specialities, As currently conceived, and subject to verfication
through experimental tryouts, each instructional urit of 300 students
will have a master teacher, two experienced associate teachers and
one teaching assistant. This should provide a bevcer means for having
a range of competencies available to the instructional unit and make
it possible to allocate different responsibilities to the individual
professionals making up the team. The team functions will be derived
from an empirical analysis of the new learning program and will re-
quire that special training be given to the team. It is also entici-
pated that the patterns of differentiation must allow for & career
progression, for differentiated training to be provided and for relatively
specific staff evaluation. These changes in the traditional role
of the teacher will result in an increased efficiency of these personnel,
thereby increasing the overall effectiveness of the .dncat}onsl gystem
within & context which will be professionally rewarding fo teaching
personnel,

5. Comment o. “roposed Reforms

It should be noteu that the four areas of innovation discussed

above have been developed well beyond the experimental stage. Each

of the major techniques of instruction and school organizat..on comprising
this project has been researched, successfully demonstrated, and
evaluated in public school systems in both developed and developing
countries. Notable examples of such successes, assisted by A.I.D.,

are ITV in E1 Salvador, PI in Theailand, and instructional radio programm-
ing (coupled with correspondence courses) in Kenya. The concepts
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of team teaching, PI and the use of relf-instruction kits based
on PI have also been Successfully employed in several U.S. public
school systems, including Pittsburgh, Duluth and Redwood City.

The proposed Korca project is somewhat experimental, however,
in that all of these innovations are being combined to form an almost
totally new educational system, ST

D. Financial Considerations

1. Overall Financial Plan

. The financial requirements of this project are estimated to
total $7.2 million - $2.5 million in foreign exchange, and $4.7
million equivalent local currency. Table 1 provides a breakdown
of the estimated costs by major categories.

The projects' financial requirements will be met from two
sources. The local currency (won) portion, approximately $4,7
million equivalent, will be prcvided from won funds generated under
the FY 1972 Rice Loan (A.I.D. Ioan No. 489-H-084), which was authorized
on Jan. 27, 1972, Thi. loan, in the amount of up to $17 million,
will finance the export of 100,000 tons of U. 8. rice to Korea. 1In
the Rice Loan Agreement (which we anticipate will be signed in the
very near future), the ROKG will covenant to use local currencies
generated by the sale of the rice for this educational development
project in the amount required by the project. As shown in Tables
2 and 2-A, approximately $460,000 equivalent will be required in
1972 (beginning April 1), Inasmuch &g the rice procurement/shipping
cycle will not commence soon enough to result in currency generation
by April 1, the ROKG has agreed to provide such interim won finaancing
as may be necessary. The loan agreement will require, as & condition
Precedent to disbursement, the ROKG to submit & plan for providing
the local currency as required by the needs of the project.

2. The Proposed Loan

Dollar requirements of the project will be provided by the
proposed $2.5 million A.I.D. Loan. The loan will finance (1) the
procurement of equipment and library books, (2) technical assistance,
in the form of training, and an Overseas Coordinator under contract
to the ROKG, and (3) international travel. Table 3 gives the yearly
foreign exchange requirements according to the foregoing categories.

Terms recommended for the proposed loans are A,I,D.'s standard
concessionary terms, i.e. principal repayment over L0 years, including
a 1l0-year grace period, with annual interest of % during the grace
period and 3% thereafter. A discussion of Korea's balance-of-payments
position and debt servicing capacity appears in Part Vr-waPhEiJ@Per-
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IABLE 1

ESTIMATED DUDGET SUMMARY
April 1972 - March 1977

, Local u.s.
Currency Currency
1. Personnel © 2,977,950 -
~ a) KEDL Staff Salaries & Allowances o 2,893,950 - =
b) Korean Consultants - 210 man months 84,000 -
at $4,00/month
2, Equipment 306,481 1,634,785
a) ITV and Audio Visual Equipment 129,481 1,634,785
b) Laboratory Furniture & Equipment 125,000 -
¢) Computer-lease time 31,000 -
d) Equipment Maintenance 21,000 -
3. Travel 2,150 45,000
o) Domestic Tiavel - 946 trins at $25 24,150 -
b) international Travel - 30 trips at $1500 - 45,000
4. Training 83,916 -
a) Pilot School Teacher Training - 1332 teachers @63 83,916 -
5. Technical Assistance 21,200 538,240
a) Overseas Coordination & Tech. Assist. o 21,200 358,240
b) KEDL Staff Training in USA - 20 trainees at $9000 180,000
6. Other Direct Expenses 1,123,078 90,000
a) Library Acquisitions - 10,000 volumes at $10 10,000 90,000
b) Instruction Materials Reproduction 203,378 -
c¢) Supplies and Materials 208,378 -
d) Laboratory Space, Telephone and Utilities 357,000 -
e) Conferences and Contract Research 3,322 -
7. Contingency '163,225 191,975

—

_ g
TOTAL  $4,700,000 ~ $2,500,000

Grand_Total

$7,200,000



TABLE 2: KEDL LOCAL CURRENCY REQUIREMENTS IN DOLIAR EQUIVALENT

CATEGORIES 1972 1973 1974 1975 1976 TOTAL
PERSONNEE: s 139,995 718,172 856,635 757,517 505,631 2,977,950
EQUIPMENT: ITV and Audio Visual 93,700 127,000 52,761 = 12,000 21,000 306,481

Equipment, Iaboratory Furniture
& Equipment, Computer-lease time,
Equipment Maintenance

TRAVEL: T,150 5,000 5,000 5,000 5,000 2,150
TRAINING ¢ 10,000 20,000 . 39,918 8,000 8,000 83,916
TECHNICAL ASSISTANCE: T, 000 5,000 5,000 T, 000 3,500 21,200
T OTHER DIRECT EXPENSES: Library 19,756 310,000 305,000 260,000  1k1,322 1,123,078

Acquistions, Instruction

Materials, Supplies and Materials,
Iaboratory Space, Telep. and Utili.,
Conferences and Contract Research

~QONTINGENCY: . , 28,300 _ 40,300 __ k2,300 Lo,500 . 11,925 - ..163,225.

TOTALS : 41,901 1,192,972 1,288,132 1,012,917  6B%,018 Lt,700, GO0
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TABIE 2.A.

Schedule for Release of Local Currency to KEDL

Date

April 1, 1972
October 1, 1972
April 1, 1973
October 1, 1973
April 1, 1974
October 1, 197h4
April 1, 1975
October 1, 1975
April 1, 1976

October 1, 1976

Dollar Equivalent
Won Amount

229,950.50
229,950.50
595,486.20
595,486.00
643,066.00
643,066.00
535,458.50
535,458.50
342,026.50

42,026.50



TABLE 3. #F35 TULLS

1974

1975 1975

e} 1704 Steff Scliaries & Alicwonces - - - - - -
r) ¥orcan Consultznis - - - - - -
2. 480,000 1,110,471 44,314 - - © 1,634,785
L30,000 1,110,471 Lk 31k - - 1,634,785
3. TRAVEL: 7,800 9,600 9,800 9,800 7,800 15,000
aj Doozsbic Irghvel - - - - - -
=) sasicnal Cran2l 7.500 2,800 9,500 9,800 7,800 %5,002
L, TRaALNINC: - - - - - -
a) Pilot Schosl Teacher Trainirg - - - - - - .
[
5. TICEIICAL ATSITTAILE: 151,000 150,00 105,000 79,200 k3,040 538,240 ':'-
9) Crevcess Ccosdinztion 2 Teckh. Assist. 26,000 105,00 105,000 79,200 43,0%0 353,240
By ¥ITT Sraly Toeirdnz i USA 125,500 45,000 - - - 180,000
6. 3 15,C00 22,500 18,500 14,000 10,000 90,000
=3 15,000 32,500 18, 500 14,000 10,000 90,002
egls - - - - - -
i=21s - - - - - -
Telzp. ard Utili, - - - - - -
nhrzot Reszsarch - - - - - -
7. 50,000 15,975 k0,000 25,000 } 191,975 T
e

713,800 1,379,746

60,8k0 2,500,000

128,000




ITI. Project Justification

A. Place of the Project in the Progrem and Relationship to
A.I.,D, Priorities

In the Country Field Submission prepared in the summer of 1969,
the A.I.D. Mission acknowledged that the previous emphasis of the
A.I.D. program on industrial and infrastructual development was no
longer sufficient for Korean needs. Great progress had been made by’
the Koreans in achicving self-generating industrial growth and essential
infrastructure needs were being increasingly met by other aid donors.
The CFS proposed, and subsequent country program reviews endorsed, a
shift in program emphasis to those sectors which had received inedequate
attention previously by the ROK3, A.I.D, and other donors. These
sectors for the most part fell in the areas of social development,
while concurrently being supportive of continued economic development.
These social areas of program concentration were to be: agriculture,
education, urban development, social insurance, and family planning.

It is the ROKG's intentisn in the Third Plan period, 1972 -
1976, to improve the general quality of education by constructing
more and better school facilities, improving the geographic distri-
bution of middie schocls throughout the country, providing free text-
books and making other improvements. Technical training will also
be emphasized in the Plan to help meet critical technical manpower
needs as industry grows, and additional vocecional training centers
will be established to increase opportunities for occupational
training.

This project, by emphasizing improved instruction, and reducing
regional differences through th: eventusl use of & national instructionsal
television network, addresses tiese social and economic concerns
directly. Further, investment in educational reform, which should
contribute significantly to Korz2a's sbilily to make increasingly more
effective inputs of human resources to its development effort, is totally
consistent with overall objectives of both the ROKG and A.I.D.

B. Economic Considerations - Benefits of the Project

It should be recognized that education plays crucial roles in
achieving cultural and humanistic goals beyond economic ones. At this
time, however, there are no accurate, objective methods for evaluating
the project in such terms, and the justification here will be confined
to economic aspects.
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The proposed project can be justified primarily from two
standpoints: (L ) decreasing the per student educational costs
with improved educational quality and @) improving the preparation
of children for vocational and industrial training beyond the middle
school level.

1. Decrease in Educationel Costs

In order to effectively cope with the severe financial con-
straints in Korea at the present time, it would be imprudent to
attempt implementation of expensive educational innovations. Effort
must be made to find ways to reduce educational expenditure per
student and raise the effectiveness of education at the same time.

Public education required 18.9% of the ROKG budget, and
comprised 3.2% of GNP in 1971, Although the proportion of public
education expenditure to GNP is low in comparison with other developing
countries, Korea is faced with enormous fiscal demands for its
national defense and economic development,, In order to put thc
Korean economy more safely on the road of self-sustained growth,
without lasing the momentum obtained in recent years, continuiig
investment must be made in physical infrastructure. Thus, the
savings made possible by this revised approach to education - when
implemented on a nationwide basis - will permit the investment of
resources according to ithe country's need for social development
through improved education and its ongoing requirement for economic
infrastructure.

Teble 4 shows an estimate of the total educational expenditure
in 1970, and the portions contributed by the government and the
public, Of the approximately 105 billion won ($303 million) spent
in 1970 for elementary and middle school programs, 60}, was contributed
by the government, while ho% came from the family or the publiec,

In addition to the expenditures shown, Korean families pay for trans-
portation, stationary, out-of-school tutoring, etc. Without taking
into account these out-of-school expenditures, the annual educational
cost per student in Korean elementary and middle schools in 1970

was 14,863 won ($45. equivalent).

In the new educational system to be developed through the
project, the per student educational cost will be reduced to 12,828
won, approximately 2,000 won lower than the 1970 unit cost. Table
5 shows an estimate of monthly and annual operating costs for a
"typical” small school of 900 students. School year operating ex-
penses for & projected new school of this size amount to ll,5h5,000
won - ($31,200 equivalent) whereas 13,377,000 won ($36,150 equivalent)
would be required in the coventional school. In the event that the
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TABLE L4

SCHOOL EXPENSE* - ELEMENTARY AND MIDDLE LEVELS, 1970

(_in Millions of won)

Primary Middle Total

School School
Tax Contribution 54,362.9 5,068.8 59,431.7
Endowment & Gift - 1,767.3 1,767.3
Family Contribution _ _
PTA 11,476.3 9,606.5 21,082.8
Tuition & Fee 1488.6 12,039.4 12,528.0
Fxpenses for
Experiment &
Practical Training - 1,075.9 1,075.9
Expenses for
Student Activities - 1,530.6 1,530.6
Text & Materials 3,052.3 7,634.3
Total 70,909.8 34,140.,8 . 105,050.6
Per Studentl/ 12,33k 25,888 14,863

Source: The Statistical Yearbook of Education: 1970
Ministry of Education, Korea

* The costs of central and local school administration are excluded.

;/ The figures are as shown, i.e., not in millions of won.
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TABLE 5

OPERATING COSTS FOR SINGLE SCHOOL WITH 900 STUDENTS

1 Principal

2 Assistant Principlas @ 60,000

2 Secretaries @ 20,000
2 Custodians @ 15,000
3 Teaching Teams

Total Personnel Expenses

Utilities

Supplies

Texts, Student Learning Unit &
Instructional Materials

Replacement & Repairment
of TV Sets and Radio

Expenses for Student
Activities and Health

Expenses for Special Events

Total Expenses

Monthly

12 Months

W 80,000
120,000

40,000
30,000

480,000

¥ 960,000
1,440,000
480,000
360,000

5,760,000

W 750,000

TOTAL

9,000,000
W 372,000

270,000
1,395,000
78,000

150,000

300,000
2,545,000

W11,545,000

Per Student Costs

w12,828
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hew system is implemented throughout the nation in 1976, the total
annual expense for the 8.5 million students expected at the elementary/
middle school level would be 109,038,000,000 won. At the current rate
of expenditure that same number of students would cost 126,335,000,000
won, which indicates a savings of about 17 billion won ($46 million
equivalent) per year.

educational system. Teaching and administrative personnel is the
most expensive component of the present educational system in Korea.
Currently, of total opereting expenses for elementary schools, nearly
78% is for personnel. In the new system, students will spend more
school hours studying with the instructional matcrials for self-
directed learning and with ITV and redio programs, and & functionally-
differentiated teaching team will teach students organized into
verious size groups. Through these means it will be possible to
reduce the reliance upon individual teachers in classroom ectivities,
and to increase the siudent/teacher ratio, thereby realizing savings
in personnel costs.

It should agein be emphasized that the reduction of the per
student educational cost will not sacrifice the effectiveness of
education., On the contrary, it is a Primary purpose of the proposed
project to raise the effectiveness of education while reducing costs,

2, Contribution to Manpower Development

During the last decade, as Korea has industrialiied rapidly,
the gap between the demand and supply of trained or traineble man-
power has become wider and wider. Tt is anticipated that the manpower
gap will continue to be serious in the foresecable future, Many
manpower studies have warned educational policy makers ~hat, ir the
conventional education system is not drastically change«. to better
serve the manpower demands of the society, the economic growth of
Korea will be seriously hinderecd.

The major educational implications derived from verious man-
bower studies are as follows:

(1) Employment opportunities for people with secondary
education will greatly increase, whereas opportunities f'or those
having only elementary schooling will be decreased. There is &
general surplus of unskilled and semi-skilled labor; on the other
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hand, there is a large oversupply of college graduates from the
general academic and humanities curricula.

(2) In the technical categories, the supply of high-level
menpower such as scientists, engineers and professionals, and of
semi-skilled craftsmen may well exceed future requirements. On
the other hand, skilled technicians will be in short supply. One
impediment to the solution of this problem is the fact that on-the-
job training in Korean industry has been poorly developed. It is
therefore felt that a long-range solution must be found in reordered
educational priorities in the public schools.

The present elementary end middle school programs in Korea
are considered extremely inappropriate for preparing children for
occupations in the rapidly developing economy end changing society.
The existing school curricula scriously lack relevence to the needs
of the Korean cconomy and society. The proposed project is intended
to enhance the relevance of curricula and broaden educational objectives
in the on-goinz processes to include high-mental functions such as
the development of problem sclving abilities and inquiry skills,
The new elementary-middle school program, as preoccupational education,
will serve to increase the graduate's employability, treinability
and occupational mobility. In other words, the products of nine
years of education in the rew system will grow into a valuable inventory
of manpower which, with limited but specific additional training,
can be preparcd for techrical skilled occupations as these needs
develop and charjge. This should result in future, long-term savings
in industrial personnel development and training costs.

3. Additioral Economic Benefits

In addition to the benefits of cost reduction and contribution
to the economy's manpower requirements, the previously-mentioned
Florida State Report ofrers a good indication that educational invest-
ment at the middle school level in Korea will produce a relatively
high economic rate of rceturn, a rate which excecds investment at both
the secondary and college levels (see Table 6). A thorough discussion
of this rate of return analysis is presented in Chapter 3, Economic
and Manpower Considerations fcr Korean Educational Planning, of the
Florida State Report.
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TABLE 6

RATES OF RETURN ON EDUCATION IN KOREA

Level of Education Rate of Return
Middle School 20.0%
High School 11.2%
College and University 9.5%

Source: Robert M. Morgan and Clifton B. Chadwich, Systems Analysis
for Educational Change: The Republic of Korea, Department
of Educational Research, The Florida State University, 1971,
pp 48-70.

Although there seems to be a methodological difficulty in estimating
the rete of return on elementary education, due to graduates of elemen-
tary schools entering the labor market long after graduation, there is
a general consensus thatl elementary education fosters basic capebilities
and traits required to be productive members of the society. Whether
or not they advance to higher levels of education, elementary schooling
exerts far greater influence upon & mgjority of Korean people than does
the upper levels of educetion, Further, the effect of elementary
education may be multiplied through higher levels of education; i.e.
the rate of return of investment in higher levels of education is deternined,
to a certain extent, by the nature of elementary education.

In Korea, the enrollment in elementary schools hes almost reached
the maximum (97%). As previously mentioned, however, the Xorean
elementary school is typically characterized by overcrowded classrooms,
rote memorization, and over-reliance on textbooks and teacher-dominated
lectures. 1In such settings, schools are not able to effectively impart
to students basic skills and knowledge that is essentlal for their
future adult roles and for their continuing education at the upper
levles.

It can thus be concluded that the improvement in the quality of



et which to raise the economic ang social benefits of education
to the Korean society,

C. Other Considerations

Beyond the immediate objectives of the broject with respect
to Korea's developmental efforts, the combined educational reforms
conceptualized in thig Proposed system hold definite promise of
epplicability in many other countries of both the developed and
developing world, In this regard, a particular interest in the
outcome of the project has been expressed by educational researcher::
at Harvard University and the University of Californis at Berkeley,
and by education experts of the World Bank, During informal dis-
cussions concerning Korean education, members of the World Bank's
staff expressed their endorsement of the Florida State Study and
the proposed project, specifically stating their agreement that the
basic objectives of the project are of the highest Priority to education
in Korea,
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TV. Project Implementation

A. The Korean Educational Development Laboratory

The development and implementation of the new elementary-middle
school program for Koree will be g substantial undertaking. There has
been no agency within the ROKG whose mission has been defined as
educational research and development. There are, however, a signifi-
cant number of sophisticated Korean educational researchers experienced
in various aspects of the proposed project. These professionals have
been scattered among various universities and small research institutes
and no one of these organizations has had the "critical mass" of key
personnel to successfully mount the proposed project. In order to
coalesce this professional talent the MOE has established a new entity -
the Korean Educational Development Laboratory (KEDL). KEDL will serve
as an adjunct to the MOE, and its primary mission will be the develop~
ment and implementation of the elementary-middle school project. KEDL's
mission encompasses a series of tasks essential to the success of the
project, which include: (a) development of new instructional systems;
(b) design and construction of new learning progrems including material
and aids; (c) development and installetion of appropriate supportive
hardware systems; (d) mineture tryout, rollowed by community experimen~
tation in a single city; and (e) the evaluation, revision and prepara-
tion of the system for its eventual nationwide implenentation.

Because of the research nature of its mission and the need to
flexibly utilize professional educational reveerchers, it is not
anticipated that KEDL will become a separate government agency. It
will, rather, function as an extension of the MOE - a research arm
of the Minister and under the administrative authority of the Ministry -
but not a bureacratic component of that agency.

The Director of KEDL, appointed by and responsible to the
Minister of Education, will be responsible for the planning and imple-
mentation of the project and will have authority over staff selections
and project funds expenditures. The Director is assisted by two
Associate Directors, one for Research and Development, and one for
Administration.

The Research and Development Division, Technical Support Division,
and Educational Information Center come under the control of the former
Associate Director. The Research and Development Division is the unit
for the development of curriculum and various instructional resources
end systems and the experimentation with and the implemertation of the
resources in the school system. The Technical Support Division will
produce ITV programs and transmit them to schools. The Educational
Information Center carries out the functions of development of a storage
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and retreival system of educational information and collection

of & variety of instructional materials. The Associate Director
for Research and Development is also in charge of organizing end
operating various ad hoc committees composed of experts inside and
outside of KEDL.

The management unit under the supervision of the second
Associate Director consists of a General Affairs Section and a Public
Information and Reproduction Section. The General Affairs Section
contains the units for personnel, accounting, procuremert and supply,
and maintenance. Public Information and Reproduction Section performs
the tasks of development of public relations and dissemination of
information regarding the project,

For the internal communication and coordination of KEDL,
standing and temporary committees will be formed &t the various levels
of the organization.

A small group of experienced, highly qualified ecucational
specialists has been recruited to procecd with detailed project manage-
ment planning. This group will serve as the nucleus around which
the full KEDL complement will be built. The members of this nucleus
group represent a wide spectrum of functional fields in education,
including systems analysis, inctructional design, curriculum speciali-
ties, information managment, and measurecment and evaluation. KEDL's
Director and his two Associate Directors, as well as other key staff
members have earned graduate degrees in their fields frcm various
universities in the U. 8., and have had significant functional experience
in both the U. S. and Korea. These educators have been carefully
selected and, in the USAID's opinion, are exceptionally well-qualified
to direct the project.

B. Project Work Plans and Schedules

During the development of the pilot project, plans and schedules
will be under constant scrutiny and modificetions will be made as
feedback and evaluation indicate. However, the basic tesks and the
schedule, in outline form, are foreseeable, and the reseerch strategies
already described permit en identification of specific tasks essential
to the successful execution of the project, as follows:

1. Benchmark Evaluation of Current Curricula and Instructional
Practice

Clarification and specification of educational goals and objectives
is the first step in designing and launching educational reform. During
the first year, an assessment and evaluation of the learning outcomes
ettained by students in the current school system will be carried out
by & group of curriculum specialists, instructional psychologists, and
measurement specialists.
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2. Desipgn of New Curricula and Instructional System

The second task, beginning in the latter half of the first
year, is Lo move from the benchmark position to the design of the
new curricular and instructional practices. This will involve
selecting educational objectives so that individual and social
rceds will be reflected, defining the objectives in behavioral terms
(with specification of terminal behavior which the learners will
be able to demonstrate at the completion of instruction), sequencing
and structuring the objectives into a hierarachy, and organizing
relevant learning experiences.

This curricule design will require identification of appro-
priate instructional resources matched to objeciives with alternete
instructional paths for different aroups and individuals,

Involved in this egsential design of curricula and of instruc-
tional methodology will be media speciallsts, instructional psycho-
logists, subject matter cxperts, and experienced Leachers forming
a team working under the leadership of an instructional designer.

3. Development of Adequste Messurement Devices

The value of modern technology harnessed to the task of instruc-
tion must be measured by its capacity to improve learning. In order
to optimize the adoption of innovations it is necessary to develop
en efficient appraisal and evaluation system which will provide policy-
makers and the public in general with extensive informai:ion about
the various achievements, changes, etc. which are provided by these
innovations. Testing and evaluation will be developed with respect
to the student level (both the performance of individual stiudents
and of verious groupings of students), and with respect to the com-
ponent level (i.e., the performance of the various educational
components which comprise the system being developed in this project).

Various testing devices will be used by the teacher in the new
system to determine if the student can perform at the specified
level. Further, the new instructional system requires more frequent
student testing activities in order to make fuil use of immediate re-
inforcement and proper feedback. These tests are needed not only
for the evaluaticn of the new instructional system, but aiso for the
enhancement of learning activities during the instructional process.

Development and construction of these testing materials will
require a series of creative sub-tesks. It begins with well sgpecified
behavioral objectives, followed by creative item construction work,
and ends with & set of items or devices well validated through repeated
" field tryouts and revisions. The development and consteuction is to
be carried out by a professional team consistiig of meeiurement and
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evaluation specialists and subject-matter experts. The task can
begin immedialely following the specification of the behavioral
objectives.

4. Development of Instructional Programs and Aids

Approximately 8,000 instructional hours of learning progrem:
and materials will be developed. Of the 8,000 hours, about 2,650
will be in the form of Instructional Television (ITV) and radio.
Students in grades one through nine in the pilot community will receive
four lesson-hours daily of the newly developed programs, of which
one-third will be ITV and radio programs. Successful implementation
of the new system will, of course, depend heavily upon the proper
development of the instructional program material. This instructional
development task is the most expensive and time~consuming part of
the project. The hardware components of the proposed system, such
as ITV, radio and other information processing devices can achieve
their potential for improving education only insofar as the instruc-
tional developers provide relevant, well-developed and properly
organized programs.

Twenty-eight program development teans will be organized, and
different programs will be assigned to each team for development
during the second and third year of the project. Each team will be
composed of six members (one editor, four professional program writers,
and one evaluation expert) working under direction of a Senior Researcher,
and will be supported by a committee of subject matter specialists.
Each Senior Researcher will supervise four production teams.

As stated earlier, the programs will take a variety of different
forms according to the subject matter and the associated learning
objectives. They will mainly consist of programmed materials for
self-study, student-learning units, ITV and radio programs. Some will
involve the use of multiple media integrated as & system, and some
will be developed for common use among different grades whenever it
seems necessary and appropriate. In addition to the foregoing, other
auxiliary materials and aids, such as programmed reference materials,
work sheets, etc., will also be developed for use in conjunction with
the main resources. This software development activity will require
a significant amount of training for the R&D personnel, which will
be provided under the technical assistance portion of this loan proposal.

2. Validation of Learning Programs and the New Instructional
System

In the sequence of major events under this project, this is
the final task to be accomplished, and will be underteken from the
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beginning of the fourth year and continue until the project is
completed. All the products and processes from the previous

tasks will be assembled for tryout and testing as a complete system,
This includes refining and revising the drafted instructional programs,
materials and aids through repeated tryouts on small groups and
classrooms. This task will be completed when the implementation of
the total system in the pilot community has been accomplished and the
desired evaluation data have been obtained and analyzed in terms of
educational achievement. The questions related to nationwide imple-
mentation of the system will then be answvered.

6. Training for Teachers, Administrators, and R&D Personnel

No educational innovations will realize their fullest potential
unless they are wisely selected, properly supported and systematically
utilized by teachers and administrators in the schools. There will
be need for extensive training of teachers and administrators from
the participant schools and for R&D personnel., The training focus
upon the skills of instructional program development, and related
knowledge in technology and applied behavioral psychology.

Teacher and administrator training can be started soon after
the models of the new instructional materials and aids become available.
Therefore, this activity should commence early in the third year, while
the training for the R&D personnel should be completed within the
first two years. .

7. Development and Installation of the ITV System

A salient aspect of the proposed instructional system will be
the adoption of advanced instructional technologies, both hardware
and software, which will free students and teachers from the
communication constraints of conventional classroom practices. Installing
an appropriate, testecd media system, ITV in combination with radio,
Wwithin the pilot community is the prime objective ot this supportive
task.

The installation of the originating (i.e. broedcasting) facility
must be completed by end of the second year of the project, 1973.
The instructional radio system will not be deve loped independently;
the programs will be broadcast over the existing educational radio
System managed by the Korean government.

In establishing an instructional television system, the type and
quality of "equipment utilized in the construction and delivery of
the program must be considered. Three basic categories of equipment
are necessary: (1) TV originating facilities, (2) reception facilities,
and (3) transmission and distribution facilities,
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The projects' specific equipment requirements and related cost
estimates, prepared for KEDL TV technicians, has been reviewed
by A.I.D. and by equipment specialists in the communications industry.
While slight variation of opinions may exist has to the relative
adventages and disadvantages of makes and models of various equipment
items, the overall equipment requirements are considered to have been
adequately identified, and the related cost estimates are considered
reasonable. -

8. Production of ITV, Radio Programs and Other Programmed Materials

The second supporting action will be the development of the produc-
tion system, studios, printing and reproduction facilities, to produce
the required programs and materials. Two studios for the production
of the 2700 hours of ITV programs will be established. Accordingly,
there will be two separate ITV program production teams, each consisting
of eight members (one production director, one communications engineer,
six ITV technicians under one ITV manager in common witlt the other
team). For the production of other programmed meterials, KEDL will
be equipped with complete printing and reproduction facilities including
& graphic arts workshop.

At least half of the ITV and radio programs and other programmed
materials and aids -that which may be utilized in the first period
of the community experimentation - must be available by the end of 197h4.

9. Public Information Work and Preparation for tie Nationwide
Implementation

The new educational approaches comprising the system proposed
in this pilot project are expected to be the most significant changes
that Korean elementary-middle school education has experienced. The
instructional innovations, the differented staffing patterns among
teachers, the revised methods of student grouping and school organi=-
zation all may expect to be met with a degree of resistance from
conservative teachers, administrators, and segments of the general
public. To prepare the Korean government and KEDL for rigid responses
and resistence from within the educational society and the community,
a systematic public information progrem will be planned and conducted
throughout the project. This will facilitate successful experimenta-
tion and the ultimate nationwide implementation of the educational
reforms. This effort from the onset will be directed toward dis-
semination of the basic ideas of the proposed changes and their potential
value for improvement of current elementary-middle school education.
The progrem will take the form of publications, symposia, seminars,
and public hearings employing various mass media, films and radio
programs.
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Because of the importance which A,I.D. attaches to public
support of the project, the implementation of such a public
information program will be a requirement of the loan in the form
of a covenant in the loan agreement,

C. Technical Assistance and Overseas Coordination,

To assist with the planning and management of this comprehensive
development project, KEDL will require foreign technical assistance.
There will be & continuing requirement throughout the life of the
project for short-term U. S. consultants representing a variety of
specialties. It is intended to enter into a contractual agreement with
a U. 5. institution of higher education to coordinate and/or furnish
this required technical support. The contracted institution, to be
known as the Overseas Coordinator, will arrange for the specislized
training of twenty mid-level KEDI staff members for periods ranging
from six to eighteen months. In some instances this training will
be provided directly by the Overseas Coordinator, and in other instances
training will be arranged at other appropriate institutions.

The Coordinator will also furnish one technical adviser, who
will reside in Korea, and assist the Director of KEDL in the day-to~day
management of the project. In addition, the Overseas Coordinator will
arrange for other short-term consultants as needed by the project.

It is estimated that a total of 24 man months of such consulting will
be required from January, 1973 through December, 1976.

The Coordinator will be expected to assist KEDL in the procure-
ment of U. S. equipment and materials, participating in the definition
of equipment specifications and serving as a communicetion link
between KEDL and appropriate foreign vendors. TFinal decision and
authorization of purchase will, however, reside with KEDL.

An additional responsibility of the Overseas Coordinator will
be to provide a continuing information flow of new educational and
technological developments having relevance to the Korean project.

The " sordinator should be in a leadership position in the area of
educational systems technology and should be aware of related develop-
ments in other knowledge centers. An important function of the
Coordinator will be to link KEDL with current and relevant R%D
activities in the U. 8.

KEDL clearly recognizes the importance of the technical assistance
component of this project, and is strongly of the opinion that Florida
State University should provide said assistance. Given Florida State's
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involvement in this project from its inception, its expertise in the
field of educational technology, and its capacity to provide = -
and/or coordinate the services required, the Project Committee is

of the considered opinion that KEDL should receive A,I.D.'s approval
to negotiate an appropriate contract with Florida State. Documenta-
tion justifying and recommending such approval will ke processed

in the immediate future.

D. Work Schedule

The first year of the five-year period will be devoted to
planning. Topics or functional areas that need specifi¢ planning
are listed under the first category appearing in the following work
schedule, Chart 1. ~All eight specific plans should be developed
by the end of the first year. Plans for activities 1; 6, 7, and
8 will guide all the subsequent research activities. ' Planning
activities 2, 3, 4, and 5 concern KEDL's organizational and adminis-
trative development. Plans 7 and 8 must be ccmpleted as early as
possible to give sufficient lead time for the following resesrch
activities and hardware system installation, }

Nine specific task plans are listed under the second category
in the chart. Tasks C and D relate to the software part of the
proposed system, and task G relates to hardware. The lines represent
rough estimates of the time period during which the specified task
will be carried out so that the other related tasks can be under-
taken at the appropriate time.

E, The Pilot City

Although not specifically identified as a separate event in
the project work schedule, the selection of the locality in which
the new system will be tested is a decision of considerable importance.
As previously mentioned, the ROKG is conducting a study to determine
which city would be the most appropriate for this purpcse. Also,
planning is underway for a nationwide public information program
designed to win support for the project. This program will commence
upon the signing of the loan, and the selection of the "pilot city"
is expected to be made sometime in mid-1972.
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~rx Schedule
1975 1976

Jene Plann
1. Gereral research design

2. Administrative and organization systen
development

3. Siarffing and personnel development
L. Spacing and facilities
5. Budgsting

6. Instructional system development

7. ITV and radio system develomsnt
and installation

8. Instructional programs and
materials and aids uevelopment and production

!

Ca: Ou
Task A, Analysis and evaluation of current
curricula and instructional practices

B. Design and develomment of new
- rricwla and instructional eystem

C. Development and construction of adequate
measurement devices

D.” Development of instructional progranms, :
materials, and aids i

E. Validation of learning programs and new
inetructional system

F. Training for teachers, administrators, :
R&D personnel ' !

G. Development ard installation of ITV system [ 5]

H. Production of developed ITV and other
programmed materials and aids,

I. Public relations werk and preparation
for the nationwide implementation
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V. Korea's Balance of Payments {(BOP). and Debt Bervice Capacity

The growth and development of the Ko-rean economy over the
past five years has been impressive, to say the least. From 1966
through 1970, GNP (in constant 1965 prices) increased at an average
annual rate of more than 10%, and total GNP growth for the period
more than doubled that of the previous five years. There was a
distinet shift in GNP composition, e.g. indistrial production
increased from 20% of the total in 1965 to 8% in 1970, and agricul-
ture decreased from 3% to 26%. Even more dramatic was the compare-
tive absolute performances of these two sectors; industrial output
rose by 166%, while agriculture output increased only 18%. Exports,
heavily emphasized by the ROKG, have grown by an everage rate of
approximately 33% over the five-year period. The Korean citizen has
benefited noticeably from the cconomic expansion, as annual per
capita income more than doubled, from approximately $115 in 1965
to approximately $250 in 1970,

To maintain the rates of growth described above, heavy invest-
ment has been required. Although domestic Bavings increased impressively
and financed an annual average of 55% of gross investment, increasingly
substantial capital inflows as well as credit expansion with resulting
inflation have been necessary. Consequently, problems of financial
management are a major concern to the ROKG.

Table 7. is a summary of Korea's BOP position, showing actual
figures for 1970, preliminary figures for 1971, and projected figures
for 1972-1974. These projections were prepared in early March, 1972
by the Mission, and reflect the recently Bgfeed-to textile quotas
as well as giving consideration to uncerfainties of currency realign-
ments. Beginning this year, Korea's trade deficit is expected to
show an improving trend, declining from & minus $l.05 billion in 1971
to & minus $856 ‘million in 1974. Unfortunately, the service and invest-
ment accounts show increasing imbalances, and net transfer receipts
will be down somewhat, resulting in a rising BOP deficit, at least
through 1974, Consequently, foreign capital requirements will remain

fairly high.

As would be expected, Korea's external debt service require-
ments (principal on debt of over one year maturity, plus interest
on all debt) have become rather high, amounting to 19.6% of foreign
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exchange earnings in 1971, and that figure is projected to increase
to 23.1% of such anticipated earnings by 1974 (see Table 8),

In view of Korea's oversll BOP position, current and proi cted,
& continuation of A,I.D,'s concessionary development loan terml.7

is felt to be justified. On such terms, servicing this loan would
require & maximum of $50,000 i, any one year during the ten-year
grace period, and epproximately $127,000 annually thereafter. Given
the projected increases in Korea's foreign exchange earnings vis-a-
vis her total externsl debt serviecing reqQuirements, the prospects

for repeyment of this loan are considered reasonable.

1/ Repayment of principal within forty years, including a ten-year grace

period; interest at 2% per annum during the grace period, and 3% per
annum theregfter.
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KOREA: BAIANCE OF PAYMENTS POSITION

(Millions of Dollars)

Actual Preliminary Projected

Item 1970 1971 1972 1973 107k
Exports (FOB; 882 1,130 1,435 1,822 2,312
Imports (FOB 1,804 2,185 2,lh7 2,7% 3,168
Net Trede -922 -1,055 -1,012 =g72 -85
Receipts for Services 459 Le2 410 382 380
Payments for Services 39% 22 363 422 470
Net Receipts for Services 15 140 T B IT) =90
Interest and Dividend Receipts 38 30 30 31 32
Interest and Diridend Payments 75 111 1E6 1 228
Net Investment Income -37 =81 -1 =162 -l§3
Net Goods and Services -803 -996 -1,111  -1,174  -1,1k2
Trapul e heovipls R 292 2Ll 276 '
Tricusior bojmenta O ) L _E'li ke e
Nl Priveten fn il NN 1%8 1h7 130 N
CihoCurrent Account 623 -798 -96k  -1,040 -1,008
Charges in toreign Pxchange

he ldings -3 49 -5 - -
et Capital Reguivements 73 719 969 1,040 1,008
¥rrors sl Cmlyaicns <16 30 - - -
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TABLE 8

KORFA: EXTERNAI, DERT SERVICE RATTOS 1970-1974

Item 1970
Debt Service 291

(Million §$)

Debt Service as
Percent of Foreign
Exchange Earnings 21.1

Debt Service as
Percent of Commodi ty
Exports 33.0

1071

318

19.6

28.1

92 w13
kol koy
22.6 22.2
29.5 27.3

629

23.1

27.2
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CHECKLIST OF STATUTORY CRI'TERTA

I. COUNTRY PERFORMANCE

A. Progress Towards Country Goals

1. FAA BB 201(v)(5), 201(v)(7),
201(b)(8), 208. Discuss the .
extent to which the country is:

(a) Making appropriate
efforts to increage

food production and
improve means for food
storage and distribution,

(8) from 1961 through 1970

the National Income accounts
show that the value added

in the agriculture sector
increased by approximaetely

504 (an average growth of 5%
per year), Significantly,

this decade included the )

two drought years of 1967 and
1968; however, significant
investments have been made

in irrigation facilities which
will minimize future weather
influences on production. 1In
th= pest two Yyears, rice prices
have been allowed to increase .
substantially mare than the

5% increase allowed in the
previous three years. Thig
increase will provide additional
incentive for farmers to use
fertilizer and pesticides re-
quired to increase production,
Substantial effort and expendi-
ture is being made to introduce
new rice varieties, and to
increase and improve food gtorage
capacity,



(b) Creating a favcrable climate
for foreign and domestic private
enterprise and investment;

(c¢) Increasing the people's
role in the developmental
process;

(2) Allocating expenditures

to development rather than

to unnecessary military purroses
or intervention in other free
countries' affairs;

(e) Willing to contribute
funds to the project or
Program;

Annex A
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(b) Korea has taken a number
of effective steps to create
& favorable investment climate,
A liberal foreign investment law
wes enacted, and intensive study
1s being undertaken by the ROKG
of means of expanding capital
markets. An investment center
has been established, and domestic
investment has been assisted by
& number of A,I.D, loans such as
ithoee to the Korea Development Bank.

(€) Koreans are lasicaily a =~
homogeneous people whose society
is relatively fr.e and politically
stable, Korea d.es not possess
deep sectional, religious or
social cleavages. Korea's rapid
economic developrient benefits
increasingly larger segments of
the populetion,

(d) Korea has wisely allocated

its resources in such a WBY as

to maximize its economic develop-
ment while mainteining sufficient
military forces to insure g
relative freedom from threatened
external aggression. Koree is not
intervening in other free and in-
dependent nations' affairs.

(e) The foreign exchange ccst of
this activity is estimated to be
$1.9 million, which will be funded
by the A.I.D. loan. The local "
currency portion of $4.7 million
equivalent will be financed with
ROKG-owned currency generated from
the sale of U. S. rice to Kores.



(f) meking economic, social and
political reforms such as tex
collection improvements and changes
in land tenure arrangement; and
making progress toward respect for
the rule of law, freedom of
expression and of the press, and
recognizing the importance of
individual freedom, initiative,

and private enterprise;

(g) responding to the vital
economic, political and social
concerns of its people, and
demonstrating a clear deter-
mination to take effective
self'-help measures.

Annex A
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(f) Korean land reform programs

have eliminated the large land~
holding class and have created a
large number of independent farmers
who own their own small farms. The
ROKG has assisted in the establish-
ment of & number of farm and fishery
cooperatives which have been of
significant assistance to the in-
dependent farm and fishery communi-
ties. Our Mission has also assisted
the ROKG in 1ts efforts to reform
the ‘equity of tax rates and collec-
tion procedures, These reforms

have greatly increased both the
amount of texes collected and the
equity with which the program is
administered.

(g) The ROKG has made significant
progress in ity efforts to provide

a better life for the average Korean
citizen.
the rapid expandion of small and
medium industry, stimulated the
development of farmer credit unions
and fishing cooperatives and hes
helped in meny other ways to better
the lot of its people. (See TOAID
A-994 dated 3-6-67, and TOAID A-1220
dated 2-26-68).

The Government has encouraged
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1. FAA Sec. 620(c). Is the 1. No such situation is known
government indebted to any U. S, to exist,

citizen for goods or services
furnished or ordered where: (a)
such citizen has exhausted avail-
able legal remedies, including
arbitration, or (b) the debt is

not denied or contested by the
government, or (c) the indebted-
ness arises under such government's
or a predecessor's unconditional

guarantee?
2. FAA Sec. 620(d). If the 2. The loan is not intended
loan is intended for construction for such purposes,

or operation of any productive
enterprise that will compete with
U. S. enterprise, has the country
agreed that it will establish
appropriate procedures to prevent
export to the U. S. of more than
20% of its enterprises annual
production during the life of the

loan?
3. EAA.EﬁZQLQlLll; Has the 3. No such actions are known
country's government, or any to have occurred.

agency or subdivision thereof,

(a) nationalized or expropriated
property owned by U.S. citizens

or by any business entity not less
than 50% beneficially owned by

U. S. citizens, (b) taken steps to
repudiate, or nullify existing
contracts or agreements with such
citizens or entity, or (c) imposed
or enforced discriminatory taxes

or other exactions, or restrictive
maintenance or operation conditions?
If so, and more than six months has .
elapsed since such occurrence, identify
the document indicating that the
government, or appropriete agency or
subdivision thereof, has taken
appropriate steps to discharge 1its
obligetions under international

law toward such citizens or entity.
If less than sis: months has elapsed,
what steps if any has it taken to
discharge its obligations?
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L. FAA Sec. 620(3). Hes the L. No such situation is known
country permitted, or failed to take to have occurred.
adequate measures to prevent, the
damage or destruction by mob action
of U. S. property, and failed to take
appropriate measures to prevent a
recurrernce and to provide adequate
compensation for such damage or
destruction?

5. FAA Sec., 620(1). Has the 5. Yes,
government instituted an invest-
ment guaranty program under FAA
Sec. 221(b)(1) for the specific
risks of inconvertibility and ex-
propriation or confiscation?

6. FAA 8620(0). Fisherman's 6. No.
Protective Act of 1954, as

amended, Section 5. Has the

country seized, or imposed

eny penalty or sanction against,

any U. S. fishing vessel on account
of its fishing activities in
international waters? If, as a
result of a seizure, the U.S.G.

has made reimbursement under the
provisions of the Fisherman's
Protective Act and such amount has
not been paid in full by the seizing
country, identify the documentation
which describes how the withholding
of assistance under the FAA has been
or will be accomplished.

7. FAA Sec. 620(q). Has the 7. No.
country been in default, during a
period in excess of 6 months, in
payment to the U.S, on any FAA loan?

6. FAA Sec. 620(t). Have 8. Diplometic relations between
diplomatic relations between the Korea and the United States have
country and the U.S. been severed? not been severed,

If so, have they been renewed?



C. Relations with Other Nations and
the U.N.

1. FAA Sec. 620(1). Has the country
been officially represented at any inter=-
national conference when that represen-
tation included planning activities
involving insurrection or subversion
directed against the U,S. or countries
receiving U.S. assistance?

2. FAA Secs. 620(a), 620(n); Has
the country sold, furnished, or permitted
ships or aircraft under its registry
to carry to Cuba or North Vietnam items
of economic, military or other assistance?

3. FAA Bec. 620(u); App. Sec. 108.
Whet is the status of the country's U,N.
dues, assessments or other obligations?
Does the loan agreement bar any use of
funds to pay U.N. assessments, dues or
arrearages?

D. Military Situstion

1. FAA Sec. 620(i). Has the
country engaged in or prepared for
aggressive military efforts directed
against the U.S. or countries
receiving U.S, assistance?

2. FAA Sec. 620(s). What is (a)
the percentage of the country's budget
devoted to military purposes, and (b)
the amount of the country's foreign
exchange resources used to acquire
military equipment, and (c) has the
country spent money for sophisticeted
weapons systems purchased since the
statutory limitation became effective?

Annex A
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1, Korea is not known to
have been so represented.

2. No.

3. The Republic of Korea is
not a member of the United
Nations. The loan agreement
will stipulate that only
eligible commodities and ser-
vices can be procured with
the proceeds of the loan.

1. No.

2. (a) For the period -1967-1970,
Korean defense budget expendi-
dures have averaged 3.8 percent
of GNP, not significantly above
the mean for the region. 1In
1970 these expenditures as a
percent of GNP were 3.7 percent,
the same percentage for 1965.

(b) Foreign exchange purchases
of military items were about $3
million over the period 1965 to
1968 end accounted for & negli-
gible portion of the defense
budget. In 1966 they were sbout
$1 million, or 1% of total imports.
Korean requirements for imports
of military equipment have been
provided under the Military Assis-’
tance Progranm.
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Stete and A.I.D, have reviewed Korean
actions under the Symington Amendment and
have concluded that Kores is not diverting
U.S. development assistance or PL 480
saeles to military purposes. They also
determined .that Korea is not diverting its
Own resources to unnecessary militar, ex-
prenditures to a degree which materially
interferes with its development.  The Country
Team concurs. The following points were
emong those taken into account in reaching
this conclusion,

It is United States policy to assist South
Korea in developing the cepability to defend
itself from Communist attack from the north
and to counter Communist attempts at inter-
nel subversion. We elso support South Korean
contributions to regional mutual security
efforts in Southeast Asia. At present South
Koree has troops participaeting in the allied
wer effort in South Vietnam. Substantial
military expenditures are necessary to
support these objectives, and we are con-
tributing to the Korean defense budget to
help them finance these costs.

Korean defense budget expenditures g3 8
percent of central government expenditures
have declined from 32.0% in 1965 to 209,
in 1970, below the mean for the region of
27.2%.

U.S. military budget support derived from

PL 480 and Supporting Assistance proceeds

hes been decreasing, and at the same time

the Koreans have been increasing their own
military expenditures. The self-financed

portion of the Korean defense budget hes

increased from 38.1% in 1965 to 86.6% in
1970. However, these expenditures have
remained relatively steble as a percent

of total central government expenditures:
11.7% in 1965 as compared to 15.4% in 1969,
Korean self-financed defense expenditures
as a percent of GNP rose from 2.7% in 1968
to 3.2% in 1970. '

(c) No.



I1. CONDITION OF THE LOAN

A. General Soundness

Interest and Repayment

1. FAA BE201(a), 201(b)(2).
Is the rate of interest excessive
or unreasonable for the borrower?
Are there reasonable prospects for
repayment? What is the grace period
interest rate; the following period
interest rate?
higher than the country's applicable
legal rate of interest?

Financigg

1. FAA 8201(b)(1). To what
extent can financing on reasonable
terms be obtained from other free-
werld sources, including private
sources within the U,S.?

Is the rate of interest

Annex A
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The proposed loan conteins a
rate of interest which is conces-
sionary. The borrower has the
capacity to repay the loan at the
rates of interest to be required.
The rates in the proposed loan are
2% per annum during the grace period
and 3% per annum thereafter for the
remaining thrity years of the re-
payment period. The interest rate
is not higher than the country's
applicable legal rate of interest.

Financing of this activity on terms
comparable to those proposed for
this loan is not known to be avail-
able from other free-world sources,
including private sources within
the U.,S.



Economic and Technical Soundness

1. FAA 88201(b)(2), 201(e).
The activity's economic and
technical soundness te¢ under-
take loan; does the loan
application, together with
information and assurances,
indicate that funds will be
used in an economically and
technically sound manner?

2. FAA EGllgagil). Have
engineering, financial, and
other plans necessary to
carry out assistance, and

a reasonably firm estimate
of the cost of assistance

to the U.S., been completed?

3. FAA £611(b); App. S101.

If the loan or grant is for

a water or related land-
resources construction project
or program, do plans include

8 cost-benefit computation? Does

the project or progrem meet the

relevant U.S, construction standards
and criteria used in determining

feasibility?

4. FAA 8611(e). If this is a
Capital Assistance Project with
U.S. financing in excess of

$1 million, has the principal
A.I.D, officer in the country
certified as to the country's
capability effectively to main-
tain and utilize the project?

Annex A
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1. The project is economically
and technically sound, and the
loan application and other in-
formation available to the Mission
indicates that the loan funds will
be used in an economically and
technically sound manner,

2. Yes.

3. Not applicable.

4, The principal A.I,D, officer
in Korea hes so certified (see
Annex C).



B. Relation to Achievement of

Country and Regional Goals

Country Goals

1. FAA §B207, 281(a). Indicate

this lcan's relation to:

&. Institutions needed for a
democratic society and to
assure maximum participation

on the part of the people

in the task of eccnomic develop-
ment.

b. Enabling the country to
meet its food needs both
from its own resources and
through development, with U,S.
help, of infrastructure to
support increased agricultural
productivity.

c. Meeting increasing need for
trained manpower.

d. Developing programs to
meet public hegalth needs.

Annex A
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1.(a) This loan will help provide

resources necessary for the develop-

ment of basic refo ~s in one of
the most important institutions
of a modern democratic soclety -
that of public education. A
specific objective of the reform
effort is to provide young Korean
people with an education more
relevant to the roles they will
assume in their society, thereby
enabling them to -articipate more
fully in the society's task of
economic development.

(b) There is no direct relation-
ship.

(c) As a result of the improve-
ments to be made in education at
the elementary and middle-school
levels, those entering the labor
force in the future are expe:ted
to be in & far better position
to benefit from vocational and
on-the-job training, thereby
contributing to the supply of
trained manpower.

(d) There is no direct relation-
ship.



€. Assisting other important
ecoromic, political, and social
development activities, including
industrial development; growth of
free labor unions; cooperatives

and voluntary agencies; improve-
ment of transportation and communi-
cation systems; cepabilities for
planning and public administration;
urban development; and modernization
of existing laws.

2, FAA B201(b)(4). Describe the
activity's consistency with and
relationship to other development
activities, and its contribution

to realizable long-range objectives.

3. FAA B201(b)(9). How will the
activity to be financed contribute
to the achievement of self-sustain-
ing growth?

L. FAA §201(f). If this is a project

loan, describe how such project
will promote the country's economic
development, teking into account
the country's human and material
resource requirements and the
relationship between ultimate
objectives of the project and
overall economic development,

. FAA 820L(b)(3). In what ways does
the activity give reasonable promise
of contributing to development of
economic resources, or to increase
of productive capacities.

Annex A
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(e) For the same reasons stated

in (a) above, this loan can be
expected to have & definite positive
impact on Korea's economic political
and social development activities in
general, However, it is difficult
to identify & direct relationship

to such specific activities as

labor unions, cooperatives and
voluntery agencles, improvement of
transportation and communication
systems, etc.

2. The relationship between a
better-educated society and the
attainment of that society's
reelizable long-range objectives
is, rather obviously, a positive
one,

3. See Item 1.(a), (c) and (e)
above.

4, See Item 1.(a), (c) and (e)
above,

5., Jee Items 1, and 2, above.



6. FAA B281(b). How does the program

under which assistance is provided
recognize the particular needs, de-
sires, and capacities of the country's
people; utilize the country's in-
tellectual resources to encourage
institutional development; and support
civic education and training in skills
required for effective participation
in political processes.

7. FAA §60l§a). How will this loan
encourage the country's efforts to:
(a) increase the flow of inter-
national trade; (b) foster private
initiative and competition; (c)
encourage development and use of
cooperatives, credit unions, and
savings and loan associations; (d)
discourage _monopolistic practices;
(e) improve technical efficiency of
industry, agriculture, and commerce;
and (f) strengthen free labor unions?

8. FAA §202(a). Indicate the amount
of money under the loan which 1s:

g ing directly to private enterprises;
going to intermediate credit institu-
tions or other borrowers for use by
private enterprise; being used to
finance imports from private sources;
or otherwise being used to finance
procurements from private sources.

9. FAA 8611(a)(2). What legislative
action is required within the recipient
country? What is the basis for a
reasonable anticipation that such
action will be completed in time to
permit orderly accomplishment of
purposes of loan?

Annex A
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6. As stated in Item 1.(a) above,

a specific objective of the
activity to be financed is to
substantially improve the relevance
of Korean elementary and middle
school education to the individual's
role in his society, which in tufn
will enhance the utilization of
his capacities and his participation
in the country's developmental and
political processes.

T. The likely effect of this loan
on the country's efforts to improve
the technical efficiency of industry
is primarily related to a better-
prepared labor force in the future
(se: Item 1.(c) above). The loan's
effect on such areas as internaticnal
trade, private initiative and
competition, cocoperatives, credit
unions and savings and loan
associations, monopolistic practices
and labor unions can only be described
a8 indirect,.

8. Of the total $1.9 million being
provided, approximately $1.2 million
will finance procurement from private
sources; the balance of $.7 million
will finance technical assistance.

9. No legislative action will be
required as a condition precedent
to this loan,



Regional Goals

1. FAA 8619. If this loan is
assisting a newly independent
country, to what extent do the
circumstances permit such assistance
to be furnished through multilateral
organizations or plans?

2. FAA B209,
at a problem or an opportunity that
is regional in nature, how does
assistance under this loan encourage
& regional development programi

What multilateral assistance is
presently being furnished to the
country?

. Relation to U.S. Economy

Employment, Balance of Payments,
Private Enterprise,

1. FAA BB201(v)(6); 102, Fifth.
What are the posgsible effects of
this loan on U.S, econcmy, with
spucial retference ‘o areas of
substantial labor surplus?
the extent to which assistance is
congtinvited of 1,5, commeatties and
services, turnished {n a manner
consistent with improving the U.S,
balance of payments positicn.

2. FAA §8612(b);636(h). What steps
have been taken to assure that, to

the maximum extent possible, foreign

currencies owned by the U.S. and
local currencies contributed by the
country are utilized to meet the

cost of contractual and other services,
and that U.S. foreign owned currenciles

are utilized in lieu of dollars?

If this loan is directed

Describe

Annex A
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1. Korea is not & newly in-
dependent nation,

2. This loan is not direcied
at a regional problem.

Korea is a member of the Asian
Development Bank (ADB) and is
receiving assistance from the
World Bank. Both of these organi-
zations are expected to become
increasingly active in Korea.

1, There is not expected to be

any adverse effect from this loan
on the U.S. in areas of substantial
labor surplus. The U.S. will be

an eligible source country of
commodities to be financed under
the loan. Also, 50/50 shipping
regulations will apply.

2. The loan procceds will be used
exclusively to finance foreign
exchange costs. All local costs
will be funded by host country-
owned local currency.
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3. FAA 8601(d); App. 81151. If this 3. All goods and services
loan is for a capital project, to financed under this loan will
what extent has the Agency encouraged be from A,I.D, Geographic
utilization of engineering and pro- Code 941,

fessional services of U.S. firms and

their affiliates? If the loan is to

be used to finance direct costs for

construction, will any of the con-

tractors be pversons other than qualified

nationals of the country or qualified

citizens of the U.S.? If so, has the

required waiver been obtained,

L. EAA _B608(a). Provide informationon 4, U.S. Government Excess Property
measures to be taken to utilize will not be utilized for this

U.S5. Government excess personal Project. The highly technical
property in lieu of the procurement nature of the equipment to te

of new items.

5, FAA 8602. What efforts have
been made to assist U.S. small

business to participate equitably
in the furnishing of commodities
and services financed by this
loan?

6. FAA E6glé_lf the loan provides
technical assistance, how is
private enterprise on & contract
basis utilized? If the facilities
of other Federal agencies will be
utilized, in what ways are they
particularly suitablej are they
competitive with private enter-
prise (if so, explein); and how
can they be made available with-
out undue interference with
domestic programs?

procured, and the necesslty of
having the most recently-produced
equipment precludes use of excess
property.

5. Equipment procurement under
the loan will be according to
established A.I,D, procurement
procedures and will follow ‘
-normal_commercisl trade practices
to the maximam extent allowable,
thereby assisting U.S. small
business to participate in
furnishing the commodities to

be financed

6. Given the nature of this
activity, 1.,e. education, it is
anticipated that the technical
assistance portion will be
provided by & U.S., university
under contract to the ROKG.
Facilities of other Federal
agencies are not likely to be
utilized.



7. Mﬂlﬂ)‘%" If this loan
involves & contract for con-
struction that obligates in
excess of $100,000, will it be
on & competitive basis? If not,
are there factors which make it
impracticable.

Procurement

1. FAA B602(a). Will commodity
procurement be restricted to

U.S. ‘except as otherwise determined
by the President?

2. FAA B604(D), Will any part
of this loan be used for bulk

commodity procurement at ad-
Justed prices higher than the
market price prevailing in the
U.5. at time of purchase?

3. FAA E604(c). Will any part

of this loan »e used for procure-
ment of any agricultural commodity
or product thereof outside the
U.5. when the domestic price of
such commodity is less than
parity?

. Other Requirements

1. EAA §201(b), Is the country
among the 20 countries in which

development loan funds may be
used to make loans in this fiscal
year?

2. App. B106. Does the ban agree-
ment provide, with respect to
capital projects, for U.S. approval
of contract terms and firms?
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7. The loan does not involve
such & construction contract.

1. Ccumodity procurement under
this loan will adhere to the
President's directives regarding
the untying to AID procurement
as set forth in applicable

AID Regulations.

2, No.

3. No.

1. Yes.

2. Contracts financed by the
loan will have such approval,
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3, FAA B620(k), TIf the loan is 3. Not applicable.
for construction of a production

enterprise, with respect to which

the aggregate value of assistance

to be furnished will exceed $100

million, what preparation has been

made to obtain the express approval

of the Congress? -

L, FAA B620(v), 620§f2§ App. ﬁlog‘bg. L. Yes, the required determins-
Has the President determined tha e tion has been made,
country is not dominated or controlled IR
by the international Communist move-

ment? If the country is a Communist

country (including, but not limited

to, the countries listed in FAAB620(f)

and the loan is intended for economic

assistance, have the findings required

by FAA 8620(f) and App. 8109(b) been

made and reported to the Congress?

5. FAA 8620(h), What steps have been 5. The Loan Agreement will
taken to insure that the loan will contain a provision covering

not be used in a manner which, con- this requirement.
- trary to the best interest of the

United States, promotes or assists

the foreign aid projects of the

Communist-bloc countries?

6._App. 8118. Will any funds be 6. No.
used to finance procurement of

iron and 4teel products for use

in Vietnam other than as contem-

plated by £118?

7. FAA 8636(i). Will any pert of 7. The loan will not be so used.
this loan be used in financing

non-U.S.-manufactured automobiles?

If so, has the required waiver

been obtained?

8. FAA §8620(a) (1) and (2 8. No.
620 s App. B117. Will any ‘
assistance be furnished or

funds mede available to the
government of Cuba or the
United Arab Republic?




9. IAA §620(g), Will any part

of this loan be used to compensete
owners for expropriated or national-
lized property? If any assistance
has been used for such purpose in
the past, has appropriate reimburse-
ment been mede to the U,S. for sums
diverted?

10. FAA §201(f). If this is a

project loan, what provisions
heve been made for appropridte
participation by the recipient
country's private enterprise?

11._App. B104. Does the loan
agreement bar any use of funds

to pay pensions, etc., for persons
who are serving or who have

served in the recipient country's
armed forces?

12. MMA B901.b. Does the loan
agreement provide for compliance
with U, S. shipping requirements,
that at least 50% of the gross
tonnage of all commodities financed
with funds made available under this
loan (computed separately by geo-
graphic area for dry bulk carriers,
dry cargo liners, and tankers) be
transported on privately owned U. S.

flag commercia”. vessels to the extent

such vessels are available at fair
and reasonable rates for U. S. flag
vessels?
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9. The loan will not be used
and no such assistance has been
used for such purposes in the past.

10. A portion of the work can be
expected to be accomplished
through direct hire personnel and
subcontracts with private firms
in the recipient country.

11. Yes. The Loan Agreement will
cover this requirement.

12. Yes,
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A.I oDo LOl.n NO-
AID-DLC

CAPITAL ASSISTANCE LOAN AUTHORIZATION

Provided from: Development Loan Funds
(Korea: Elementary/Middle School Pilot Project)
~ Pursuant to the authority vested in the Assistant Administrator,
Bureau for Asia, of the Agency for International Development (A.I.D,)
by the Foreign Assistance Act of 1961, as amended, and the Delegations
of Authority issued thereunder, I hereby asuthorize the establishment
of a loan pursuant to Part I, Chapter II, Title I, the Development
Loan Fund, to the Government of the Republic of Korea (Borrower)
of not to exceed Two Million Five Hundred Thousand Dollars {$2,500,000)-

to assist in financing the‘fqggign'exchange costs of certain educational

-—

equipment, materials and supplies, including library books, and of
technical assistance required to implement & pilot project in
elementary/middle school education in the Republic of Korea. This
project will involve the development of a revised system of education
for this level of Korean schools, relying heavily on current technologles
in all phases of instruction. Upon completion of the development phase,
the project will be implemented for a trial period in the elementary/
middle school system of a Korean city. The loan 18 to be subject to

the following terms and conditions:
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1. _Interest Rate and Terms of Repayment

The interest on this lcin shall be two percent'(e%) per
annum on the disbursed balance of the loan during the first ten (10)
years of the loan and three precent (3%) per annum for the remaining
thirty (30) years of the loan. The principel of the loan shall be
repeid in full within forty (40) years from the date of the first
disbursement under the loan and such repeyment shall include a
grace period of not to exceed ten (10) years from the date of the
first disbursement.

2. Currency of Repayment

Provision shall be made for repayment of the loan and payment
of the interest in United States dollars.

3. Other Terms and Conditions

&. The project shall be carried out in general conformity with
the project plan submitted as part of the application for this loan.

b. The agency responsible for implementing this proJec£ on
behalf of the Borrower shall be the Korea Educational Development
Laboratory, operating under the Ministry of Education.

c¢. Borrower shall institute an appropriate public information
program concerning the project.

d. Borrower shall provide all Korean won and other resources
required for punctual and effective lmplementation of the project.

e, Unless A,I.D, agrees otherwise in writing, equipment,
materials and technical assistance financed under this loan shall
have their source and origin in countriesvunder A.I.D. Geographic

Code' 941 (Selected Free World).
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f. The loan shall be subject to such other terms and

conditions as A,I.D. may deem advisable.

Donald G. MacDoneld

Clearances:

Asia/FA/CDF:Selig A. Taubenblatt Date
Asia/DP:Alfred White Date
Asia/KPA/K:Chester S. Bell Date
SA/IR/ENGR:Merten Vogel Date
GC/Asia/FAD:Herbert Morris Date
A/CONT:Charles Flinner Date
PPC/DF:John H, Kaufmann Date
Draft:

GC/Asia/EAD:HEMorris shp:pmd
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CERTIFICATION PURSUANT TO SECTION 611 (e) OF

THE FOREIGN ASSISTANCE ACT OF 1961, AS AMFNDED

I, Michael H. B. Adler, the principal officer of the Agency for
International Development in Korea, having taken into account,

among other things the maintenance and utilization of projects

in Korea previously financed or assisted by the United States, do
hereby certify that in my Jjudgement Korea has both the financial
capability and the human resources capability to effectively utilize

the capital assistance to be provided under the Education Sector

/ 74// A

V' Michhel H, B. Adler

Pilot Project.

2> Filhjg729

Date






