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This paper was prepared in May 1960, immediately following the
period of caivil daisturbances which led to the resignation of President
Syngman Rhee and the overthtow of his regime, often referred to in Korea
as the "April Revolution"., While writiten by the Chief of the Publac
Administration Division of the United States Operations Mission to
Korea, 1t was the product of collaborative thinking of all professional

members of the davision's staff, including contract employees.

Primarily intended for USOM personnel, and initially distributed
to all USCHM divisions, the paper was subsequently made available to
many key officials of the "interim'" government under Praime Minister
Huh, Chung, and to the elected government under Prime Minister Chang,
Myun which took office in August 1960. In Apral 1961, a Korean
language version of the paper was published in a periodical issued by
the ROKG House of Councillors, a few days before the coup dtetat of May
16, 1961, when governmental powers were assumed by a Military Revolution—
ary Committee.

It 18 of anterest that during the months when the Chang, Myun
Administration was in office, various studies were 1initiated by govern=—
mental officials in each of the ten areas of administration cited in
this paper as needing major reforms., In a few areas (personnel,
organization structure, budgeting, accountlng), some improvements

were actually made, although not on the scale mroposed in this paper.



An approved bi=lingual edition of this paper is issued now by the
Public AdMinlstfatlen Division because of %he conviotion that reforms
and improved administrative policies and practices in the areas descrabed
st1ll remain as necessary steps toward building the confidence of its

citizens in the Government of the Republic of Korea.

Carroll K. Shaw
Chief
Public Administration Division

July 17, 1961



Major Steps to Restore Public Confidence in the ROKG

The overturn of the old Rhee regime, and the advent of the new admine
istration free of political commitments and precedents which hamstrung pre-
vious efforts to improve public administration in tﬂ; ROKQ, offers an un-
paralleled opportunity for the initiation on a broad front of a multiple
attack upon mis-management in government. With so much to be done, and in
so many directions, the limiting factor becomes that of resources: men,
money, and materirals. These limitations are especially critical in thear
effect, because of the urgency of the political situation in Korea. The
new regime must promptly demonstrate to the popular satisfaction not only
1ts desire but 1ts ability to act to redress the grievances of the past.

The most immediate need 1s for men: men with competence and experience
in management, and Korea has all too few of them. They should also be men
of integraity, who will place the national interest above that of themselves,
their families, and their friends. The history of Korea suggests that there
has been a lack of leaders of high aintégrity. Finding men of competence in
management, and of integrity and honesty in conduct becomes, then, the first
and most important task of the new regime in Korea. The USQd should do all
in 1ts power to encourage any such efforis by the ROKG, in such ways as may
be appropriate. This 1s the farst step for the ROKG, and for USCi.

The second step i1s to initiate measures which may muliiply the effec-
tiveness of those competent leaders of integrity whom the new regime may be
able to muster to assume responsible posts in the ROKG. These men will
probably be few in number, compared to need, and as rapidly as pessible

arrangements must be made so that their influence and example may permeate



throughout the agencies under thelfr chargé and give effect to the essential
reform, administrative and moral, which alone can build public tonfidence
in Korea's government.,

The effectiveness of this new leadership in the Korean government
can be multiplied principally through. (1) improvement in the organi-
zation structure of governmental agencies, (2) initiating better communi-
cation of policies, and instructions from top to hottom,; and of reports
and suaggestions from bottom to top of the hierarchy; (3) introduction of
modern personnel policies; standards and practices which will insure se-
lection of competent persons, insure rewards and promotion solely on merit,
provide securrty of tenure to th. competent, appropriate disciplinary and
equity procedures, and pensions for the superannuated; (4) providing safe-
guards within the administrative process for lower officials against 1llegal
or improper orders issued by hlgh;r officials, (5) making the budgetary
process a means whereby governmentgf programs and activities are planned
in advance, their cost accurately estimated and fully justarfied, their
execution fully coordinated with related activities, their relative success
or failure accurately reported, and their actual expenditures thoroughly
reviewed through an independent audit. uore detailed suggestions respecting
these courses of action will be outlined below.

A further major step toward stirengthening the effectiveness of the new
national leadership in Korea requires separate and special comment at this
points 1t has to do with the existing centralization in national agencies
of responsibility for administering not only national programs, but also

local matters. In a regime dedicated to purposes of graft, and bribery,



the reasons for such centralizatioft ih the past are obvious. 1t opened new
and broader opportunities for putcing a "squeeze” on small businessmen and
farmers, and assessing "voluntary" contributions from many persons.

This centralization of authoraty in the hands of national officials
has another result, however, which contributes to political instability and
which offers a compelling argument in the new situation in favor of de-
centralization. When the central governmental authority extends 1ts res-
ponsible jurisdiction down to the level of purely local affairs and probe
lems, 1t thereby assumes unto 1tself responsibility for good or 111 for
acting upon and meeting local needs. Failure of the national administra=-
tion to discharge adequately local responsibilities lays it open 1o popular
criticism and complaint, and on a national scale such local complaints can
become so numerous as to cause general unrest and dissatisfaction, and may
cause political dafficulties. 'ath so many national problems confronting
the new regime, the 0KG might well consider seriously returning to local
officials responsibility for dealing with and handling purely local problems
and affairs, thereby relieving hard-prgssed and all-too-few national leaders
from the distractions of local matters. The decenitralization of government
in Korea will be further discussed in a separate paper.

Let us now return to a more specific outline of measures to improve
administration in the RCKG. The very reasons which led the Rhee regime to
avoid a program of management improvement in the past and which effectively
thwarted any past USOIl efforts to offer technical assistance in the field
of administrative management, provide compelling reasons for the new regime
of the ROKG to initiate a broad program to improve administration in all

agencies of government as set forth below. while priority might be given
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to administrative reforms within the Kdrean Notional Pvlice because they
were the principal target of the recent demonstrations and riots, the
same measures should be applied generally to fiscal and other services
of government.

The measures to improve administratidn outlinéd bYelow are deliberately
stated 1n general terms because the specifics must be worked out after careful
study and the courses of action must be suited to the existing situation in
Korea. Te are talking now about how the ...KG conducts 1ts aaily activities.
Administration is the process in which men cooperate and work together to
achieve a common purpose, this is the process which now must be substantially
improved in Korea, 1f public confidencz in sovernment 18 to be restored and
cconomrc development continued,

Organization ol.ucture

Since the establishment of the ROKG an 1948, there has been no detailed
study of 1ts organization, the distribution of functions and responsibilities,
and the relationships between the various parts of the executive branch of
government. Ixperience of the past twelve years has revealed many weak-
nesses; observation of the current functionings of governmental agencies
revealed duplication of effort and secious lack of coordination. The
existing situation reduces the capacity of government to function effecti-
vely, and to carry out necessary public services without unnecessary waste
of human and financial resources. Korean officials and citizens themselves
need factual information on the structure and intenal functioning of their
government from such knowledge can come the intelligent planning of or-

ganization structure and relationships between constituent parts.
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Korea 1s about to change its gdéernmenﬁal structure from that of a
strong, presidentiral executivé to that of a responsible cabinet systenm.
Such a change will have important conseqﬁences for the oérgamization of the
agercies within the execufaive branch, which wall call for careful study
and planning.

Recommendation: The ROKG should undertake a survey of the organization of

the executive branch of the national government, to be carried out by gquali-
fied experts. A preliminary report, with recommendations, should be sub-
mitted prior to the reorganization of the ROKG into the responsible cabinet
system plsnned under a pending constituticnal amendment. The final report
should cover organization recommendations respecting all ministries and
agencles of the national government. The USQ.[ should encourage and fully
support such a survey, and offer technical assistance as may be appropri-
ate and desired.

Better Government Personnel

Any organization, whatever may be 1ts purposs or size, can only be
as effective as the personnel with which 1t 1s staffed. Because, in the
Korean culture, governmental employment enjoys a high prestige value,
government can command the talents of superior personnsl. Yet there exists
at present no adeguate system of recruirting and selecting the more highly
qualified candidates according to their capacity to perform specified duties.
Influence, family connections, and other factors having little to do with
ability, play the prancapal role in personnel administration. Jhile opea,
compe titive examinations have been held for hunfireds of years for entrance
into the higher civil service of the government in Korea the examinations
have been highly scholastic and legal in character, with little relationship
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to the duties iu De performed by ihe candidate. TFurthermore, less than
seven perceni of the persons recruiibed into cless IlI positions, ilhe lowest
grade of the higher ¢1vil service, snter government service through these
exarinations; the rest of the appoiniees tz~e a qualifyipg exemination
whilh 312 administered by each agency 1tself, and therefore uniform standards
for selecting government employess do not exast.

Purthermore, there exist no effective safeguards against the abuse of
the appointing power, 'hich 1s centbered largely in the hands of mimisters
and the presidential office. There is no central personael agency empowered
%o prescribe and enforce minimum gualificaiion sitandards ¢o limit appoini-
ments to persous with switable gualifications. And when once appointed,
officials ars shifted frequently feom post to post within their grade; but
often vii'out regarcd to their specialiged ability or xnowledgs.

Recommendation. The 20KG slhould plan ena establish a modern personnel system

threughout the execvtive branch. together with a ceniral personnel agency to
see that prescribed policies and staadards are farthfully observed, the

system should include provision for positive rocrvitment, open competitive

o~

entrance sxamrzlicne axepied to jcb reguiremeats, indvctior, position
classification, and rzlated -rmge 2nd sel-ry scanda.ds, trainiag, placementi,
evaluatbion of employre perfornance, promotion, employee relations, separation
and retirementi. Tre gystenm swould contaia vested adainistrative safeguards
against abuses of the past, rroviding for full pvblicity renpeciing 1ts
operation. The USUL skouvld eacourage 2and support efforts to amprove per-

sonnel gdminisiraiiocr, and chould ofrer such tecanical assistance as may

be appropriate and Jdesired.



Vodern Bulgel Preciices

Modern budgeling 18 ancthei very effective method of iniroducing betier
managenent into administration. The budget iraaslates the wo k program of
an organizabion into terus of morey reouwsrverents, ana develops orderly and
svetematic estinmates of the cost of earrying ocut escan functien of govern-
meat over s given period of time. As such, i1l promotes coordinated planning
and onecations among agenciec of poversments, and morce eflicient and econ-
omical methods of conducting the public business.

Thile the L. KG has alreacy initraled silens to improve budzest aminis-
tration, much rore nmvst be done, and prowpiiyy to promoc.e greatsr Jinancisl
siability. lmprovement 1n budget classiiicalion is necded, and agencizs
ghould be reguired to subait rnforwatior to sibstantiate and justify aore
gdequately their stated requicements. The concept of ar iutegrarzd; com-
prehensive budget should be esilablished. Tach brdget rocuest can then he
reviewed and evaluated more coffectively,and the esseniial needs of e=ch
agercy arrived at on the basis of facts.

Budget changes will be especially necessary 1in the coming moaths be-
cause of a chenge in US aid policy whick wll darectiy affect vhe adminis~
trative control of counterpart funds, vhich have consitituted a substantial
part of the ROKG budget. Under pending Jegislation, the U.8. Ccagress air
the fature wilil no lcnger permit proceeds of tae srle of U.S. avnd ceoliars
for cournterpart wwan to be incorporsted in tae J0KG national reveaue bidget.

Pecommendation  The ACKG should saisiats a study of lne existing oudgetary

nrocesses and develop a system woica will yield a comprensagsive picoure of
the financial resources and work preogrzms of the Nation. The resulting

document would contain the votal nrogram whicn would be based upou uniform
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ground rules, would cortain all funfl sources (e.g., national taxes, counter-
part, bond revenue), would be prepared under the direction of one ministry
(or gency), and would permit intelligent execution of a total government
effort on the part of the Chiefl Lxecutive. ileaningful justifications should
accompany the requestd of the agencies and the Bureau of the B dget would
then be 1n a position to evaluate tne facts on a comparable basis and greatly
assist the government to initiate and execute parits of the other adminis-
trative reforms required to reestsblish public confidence. The USC should
encourage and support such measures and offer technical assistance as ap-
propriaie.

Governmental Accounting

Like so many other aspects of ihe adminmisirative process,; intelligent
decision-making 1s made more difficult when adequate information is lacking.
In this respect, accounting as vresently practiced i1n the ROKG leaves much
to he desired. It 1s not possible to cetermine the actual cost of a single
governmental activity, or operation. Jven the budgetary records fail wo
provide such information. There i1s therelore no way of reviewing the cost
of past activities i1n order to project future requirements for funds. Under
the circumstances, orderly financing and economiczl operation of government
becomes impossible.

The Budget Bureau 1s 1nitiating a first step toward meeting the above
problem by adopting business-type accounting for government-cwned enter-
prises, This project was planned and is being carriea out undsr the ef-
fective leadership of the ROK Budget Director. USOU has ascisted by sending
eight budget officials to Taiwan and llanila to observe accounting metnods

in use there.



Modernization of ROKG accounting systems and practices is an integral
part of any steps to modernize the budget.
Recommendation The ROKG should initiate a review of accounting systems
and methods with a view to making such accounts more useful as controls
over the execution of the nafional budéet, and as a basis for establishing
the actual costs of governmental activities and programs. The study should
include institution of more adequate periodic financial reporting by all
ROKG ministries and agencies. The USCH should encourage the inaitiation of
such reforms, and should offer such technical assistance as may he appro-

priate and requested.

Work Sirplification (Organization and lMethods Jxamination)

Tork simplification for which top management i1s respoasible iz an in-
ternal function concerned with the systematic analysis of an authorized
program and careful determination of the best means of carrying 1t out.
Once the broad objectives, mejor tasks, and general assignment of responsi-
bility have been outlined, 1t becomes necessary to determine the best ways
of carrying them out.

Practicing good management 1s essentially the search for easier and
more simple ways of csrrying out funciions,; the fundamental approach is a
ruestioning, analytical attitude. From work simplification studies come
ways to simplify or otherwise improve the process so that greater pro-
ductivaity will result. .lany Korean officirals are already acquainted with
Work Simplaification through special geminars in which they have participated
at the National Officials Training Institute over the past year. 'Jath the
exception of the Minmistry of Transportation, where the program i1s in 1ts

infancy, there is no formal system in any of the ministries for conducting
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work simplification. This is so in spite of the fact that NOTI has been
devoting 18 hours of instiuction time to each of the section chief classes
and has devoted one and a half hours of familiarization tc each of the
Bureau Director classes during the past year. The absence of such activity
18 a major cause of the generally held opinion of inefficiency of the ROK
personnel.

Recommendation That a work simplification program be sponsored by the

Chie? Uxecutive, and that each ministry or office establish other units and
programs for work simplification through which a review of their operations
will be made, and improved methods of work installed.

Centralized Supply Services

very treatise on adminastrative improvement in government contains
a section dealing with the demonstrated advantages of centralized supply
services. Most jJurisdictions adopting this modern approach to the problem
of procuring and dastribubting the majority of materials needed to sustain
administrative machinery have reported a minimum saving of 15% over that
formerly paid for the same material when individual ministries and agencies
procured the goods. Fringe benefits include improved quality, timely de-
livery, quantity dascount savings, and vendor warekousing among others.
Korea has centralized 1ts aid goods procurement but the materials procured
from other sources are the responsibility of the individual ministries.
By consolidation, fewer persons would be required, accurate stock records
would be available; md effective utilization of limited material resources
would occur.

Recommendations That the ROK Government establish centralized procurement

for all of 1ts purchasing, warehousing, and distributing activities.



Local Admin.siration

The presenl organization of the RUKC concentrates all authority and
direction in the top of the national administration, u.e.,, the central
ministries of government are responsible for acting on local as well as
national programs and problems. Coasequently the energies of national
officials are too much devoted to consideration of problems in remote
villages and areas, concerning which they will seldom have adequate knowl-
edge or information. Under such circumstances, actions on local problems
are mubject to excessive delays, or may even be 1ll-conceived; in exrther
event they give rise fo criticigm and local dissatisfaction. Good adminis—
tration requires that the center of decision be placed as near as possible
to the place where action 18 required.

Turning over to local officials the responsibility for acting upon local
needs and problems, however, requires prior careful planning by each ministry
Delegation is possible when the cential ministry provides policy guirdes to
insure uniform administration, local representatives of the ministry have
sufficient training and ability to exercise their delegated responsibili-
ties well, and a reporting systiem provides the central ministry with adequate
information on how the delegated responsibility is being carried on at the
local level. Decentralization makes necessary special, and sometimes com-
plex administrative relation ships which must be clearly understood by
those involved,

Recommendation: The ROKG should, after study, delegate to local officials
the authority and responsibility to act on local needs and problems within
limits of allocated budget funds, and of delegated authority. This program

should provide special training for local officials. The USO. should pro-
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vide such technical hssistahce as may be recuested.

In~-Service Training

The ROKG has initiated an in-service training program at the National
Officials Training Institute which is of high quality, as far as 1t goes.
With NOTI assistance, specific ministries have initiated special training
courses related to the functions of their own employees. About 90% of all
bureau directors and over 70% of all section chiefs have rcceived manage-
ment training at NOTI, NOTI's budget and staff are not large enough o
meet the need.

Recommendation  The RCKG should review current in-servics tralning pro-
grams and facilities, and consider how they may be expanded to a level more
commensurate with needs. The U301 should indicate rsadiness to respond to
an ROKG request for increased technical assistance to NOTI.

Tax Reform

The necessity for reform of tax laws hag been so generally recignized
by Koreans of all political complexion, that 1t may be assumed that revision
of existing laws will proceed as during the past nine months. However,
there are many weaknesses 1a the actual administration of taxes arising in
large measure from the past practice of arbitrary assessment, which open
the door to irregularities and collusion between taxpayer and official.

Tax law revision will correct this in part, but in addition a number of
administrative safeguards should be introduced. Only in this way will the
government receive revenues 1un full comnliance with law.

Recommendation® The ROKG should continue the program to revise tax laws

to make them easier to administer, and in addition should initiate a study
of internal admimistrative procedures and records of the Bureau of Taxation

in order to develop more effective controls over activities of tax officials
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and strengthen aaministrative discipline. The USUI should encourage the
Bureau of Taxzation to improve internal procedures through a Work Simpli-
fication Program, and make available advisory assistance; 1f requested.

Improvement of Statistical Organization

The need for reliable statistics on the changang economic situation
in Korea 1s obvious, and over the past year the ROKG has been taking steps
to 1mprove economic statistics with the assistance of advisors from the
U.S. Lfforts have centered upcn planning the 1960 census of population,
housing and agriculture. J'hile a number of difficulties have arisen which
have aelayed progress, much has been achieved in obtaining cooperation of
several agencies in this important undertaking. However, the need for a
reconsideration of the organization of statistical agencies, and for in-
stitution of controls to reduce duplication of effort has become more and
more evident.

Recommendation The ROKG should review the organization ariangements and
activities of all ageacies charged with collection, compilation aad publi-
cation of statistics and « velop plans for organizational changes whach
w1ll inciease coordination in such activifies, and reduce overlap or dupli-
cation of work. The USOM should encourage and support such efforts, and

provide technical assistaace if requested by the ROKG.
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