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Executive Summary

A large scale of foreign assistance or aid has been provided from developed to
developing countries throughout the second-half of the 20th century. However, only a few
countries out of beneficiaries succeeded in economic development. This has provoked a
controversy over on the effectiveness of foreign assistance. Many researchers have argued
that such assistance is useless, and some emphasized the significance of government’s
accountability in maximizing its effectiveness (Collier 2007; Easterly 2006; Moyo 2009;
Burnside and Dollar 2000, 2004). The issue is still under debate. Examining the historical
experience and lessons of successful counties like Korea would be useful to learn how to

improve the effectiveness of foreign assistance.

Korea is one of the countries which received a lot of foreign assistance and achieved
a rapid economic growth in short period. Korean War in 1950-53 devastated people’s life
and infrastructure across the country. After the War, no one believed that Korea would
become one of most industrialized and developed countries after 60 years. Therefore,

Korean experience has been called as “Miracle on the Han River”.

However, previous studies on the role of foreign aids in Korean economic development
is not always favorable. Some argue that foreign aids in the 1950s and 1960s distorted
economic structure in Korea and delayed economic independence (Hong 1962; Yi 1987).
Some pointed out that the distribution of foreign aids was not effective (Krueger 1977;
Cho 1996; Kim 1999). Nevertheless, those studies do not provide enough empirical

evidence to conclude the effectiveness of foreign aids in Korea.

The study aims to provide more reliable empirical evidence by looking into historical
micro data on foreign aids, which have been rarely used in previous studies. In particular,
this study plans to examine the role of foreign aids in industrialization in Korea. After the
Korea War, US foreign assistance agencies---FOA (Foreign Operations Administration) and
ICA (International Cooperation Administration)---provided aids to rebuild Korean economy.
FOA/ICA aids are divided into two types: project and non-project assistance. Project aids
were intended to improve social infrastructure such as sanitation, education and
transportation. Non-project aids were more related to industrialization because various kinds

of economic resources, including fuel, industrial raw material and machinery, was



distributed among Korean industries and firms in the late 1950s and 1960s. Therefore, it is
necessary to study how non-project assistance affected Korean economic development for
better understanding the effectiveness of foreign aids not only in Korean perspective, but

also in the general aspect of development economics.

The specific questions that this study tries to answer are as follows:
[1] Was the allocation of foreign aid in the 1950s competitive, fair, and efficient?
[2] How much did the foreign aid in the 1950s contribute to firms’ survival and

performance in later years?

In the purpose of our study, it is key to have detailed information on Korean firms
which received the benefit of foreign aids. Fortunately, such information was recorded in
some government reports issued or received by US FOA/ICA: 1) Small Business Circular,

2) Weekly Report of Sub-authorizations, 3) Daily report on Allocation of ICA Funds.

We found that those reports are available in US NARA (National Archives and
Records Administration), University of Washington Library. Our research team has collected
the information on those historical records with the support of KDI School of Public
Policy and Management. Especially, our research team visited NARA twice, took photos of
about 6,000 pages in the records, and digitized them. In addition to the micro-level data,
we also collected some historical statistics on foreign aids from yearbooks of the Bank of
Korea and the Korea International Trade Association and Korean business directories with

firm information.

In particular, we used Daily Report, which contains bidding results at the firm-level, as
an important data source. I matched Daily Report with several Korean-language business
directories that contain information on firm characteristics. The analysis revealed that the
allocation of the major part of aid funds was more competitive and fair than what was
depicted by previous research. The rule of bidding was actually implemented, which greatly
reduced the room for discretionary intervention by the government or collusion among
firms. The fact that larger firms were allocated more rent does not need to be interpreted
as indicative of allocative inefficiency, although a more rigorous analysis is needed in

order to be able to speak of the efficiency of aid with confidence.
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Our analysis also found out that firms that earned more rent, or in other words, a
larger amount of financial benefit from the allocation of aid had a larger firm size in the
early 1970s even when controlling for firm size in the late 1950s. This relationship
persisted even in regression analyses using alternative variables. Such a result indicates that
aid had a positive impact on the growth of Korean firms. Although the size of rent was
found to have no significant effect on the firms’ rate or return, this is likely because the
rate of return of a firm at a certain point of time is affected primarily by the specific
characteristics of the business category or market situation rather than by its actual

business competence.

Introduction

Background

Since World War II, large amounts of foreign aid has been provided to developing
countries from developed nations. However, there have been few cases where the countries
have succeeded in achieving the economic development using the aid provided. As a result,
the criticism that can be referred to as the fruitlessness of foreign aid has continuously
been raised in the academic circles, for example by Collier (2007), Easterly (2006) and
Moyo (2009). As such, it can be argued that aid effectiveness is an important topic in
development economics both in theoretical and practical aspects. For instance, Burnside and
Dollar (2000, 2004) emphasized accountability of the government as a determining factor
of aid effectiveness based on their quantitative analysis of historical foreign aid data. Their
study has since been accepted by many countries and international organizations as an

authority for provision of foreign aid.

Korean economy received large amount of foreign aid, mainly from the United States,
during its recovery from the damages of the Korean War that broke out in 1950. Through
high economic growth in mid-1960s, the country has become the world’s 10th largest
economy in terms of GDP and provides a considerable amount of foreign aid to other
developing nations. Korea is a rare example which used to be an aid-receiving developing
nation and becomes a donor of foreign aid after achieving high level of economic growth.
As such, extraction of core principles from Korea’s experience with foreign aid is not only

important in Korea’s economic history, but also in theoretical and practical discussions



around effectiveness of foreign aid.

Despite its importance, empirical study on the impact of aid on Korea’s economic
growth has been at a standstill. It is largely due to lack of data that can be used to
analyze Korean economy in 1950s, which was the prime period of foreign aid to the
nation. At the same time, negative image of foreign aid such as corruption and
rent-seeking behavior has been promoted based on fragmented observations, backed by the
unimpressive macro-economic performance, namely slow growth in 1950s in contrast to
rapid growth in 1960s. Studies conducted in the past when self-reliant economic theory
was popular, for example Hong (1965) and Lee (1987), argued that foreign aid distorted
Korea’s economic structure. On the other hand, studies with growth-oriented perspectives,
such as Krueger (1979), Cho (1996) and Kim (1999) pointed out inefficiency of aid
allocation due to exchange rate distortions. Recently, Kim and Ryu (2014) presented an
interesting point through comparison of the size of official development aid (ODA) to each
recipient country. They argued that foreign aids received by Korea were not an
overwhelming amount when compared to other countries on per capita or per GDP. It was
suggested that actual reason behind Korea’s success should be found in efficient use of the
aid rather than its volume. Aid effectiveness is deeply connected with aid allocation,
because size and condition of the fund allocated to different industries and businesses
influence their level of growth, and because corruption or collusion in the allocation

processes can undermine the effects of the aid.

In order to overcome the lack of domestic data, this study utilised the US foreign aid
agency documents which was retained in the National Archives and Records
Administration. In the 1950s, US foreign aid agencies were deeply involved in economic
policy of Korea through the Combined Economic Board of the US and Korea. During the
process, the agencies produced or received vast amount of data which included details on

allocation of aid funds.

Foreign aid to Korea: basic facts

This study uses data on the firm level allocation of aid funds provided by US foreign
aid agencies in the 1950s. Provision of foreign aid to Koreal) started in 1945 with the

1) Most commonly used concept of foreign aids is Official Development Assistance (ODA). ODA includes not only grants
but also concessional loans. In this article, however, the concept of aid only refers to grants in the same way as the
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establishment of US military government in Korea. <Table A1> in appendix shows annual
amounts of aid by different sources. Total of $4.4 billion foreign aid was injected into
Korean economy between 1945 and 1983, $3 billion of which was received by 1960. As
shown in the table, although US started aids to Korea before the Korean War the amount
was relatively small in size. And the aid provided during the War was in the form of
food and other necessities which was referred to as Civilian Relief in Korea (CRIK). It is
not until 1954 when the aid for economic revitalization actually began. The Foreign
Operations Administration (FOA), the US foreign aid agency, commenced the aid operation
in the US fiscal year of 1954 (from July 1953 to June 1954), but actual provision did not
start until calendar year 1954 due to delay in consultation with Korean government. With
the commencement of FOA aids, the amount of CRIK aid fell sharply. The FOA and its
successor, the International Cooperation Administration (ICA)2 provided more than $200
million USD in aid to Korea each year in the late 1950s. The size of the aid reached its
peak in 1957 when total of $380 million, including UNKRA and PL 480 aids, which was
provided to the economy.3) The size of aid subsequently decreased to reach $100 million
(yearly average) in the 1960s. This is the reason why the Korean economy in 1950s is

often referred to as the ‘aid economy’.

FOA/ICA assistance was divided into two types: project and non-project. In the project
assistance, foreign goods and consulting services were provided to carry out specific
projects. As can be seen in <Table A2>, this type of aid had the characteristics of social
overhead capital such as transportation, education and sanitation. Non-project assistance, on
the other hand, was provision of fixed amount of imports that were deemed necessary for
the Korean economy including agricultural products, fuels, raw materials and semi-finished
products (<Table A3>). At the initial negotiations for the aids, there were conflicts
between the donor and receiver because the Korean government demanded increase in the
proportion of project assistance, which had a strong characteristic of capital injection while
the US argued for non-project assistance to achieve price stabilization. In the end, the aid

largely consisted of non-project assistance as demanded by the US ([Figure 1-1]).4

word was used in the official statistics of Korea at that time. In fact, provision of loan-type aids only started
substantially in 1960s and its balance was minimal in comparison to grants in the 1950s. Therefore, the difference in
concepts of foreign aid is not important in this study. Refer to Kim and Ryu (2014).

2) Refer to Ryu (2007) for information on historical changes in the US foreign aid agencies.

3) The PL 480 assistance was provision of US surplus agricultural products according to the Public Law 480.

4) Refer to Lee (1996: 157-165) for the controversy of ‘rehabilitation’ versus ‘stabilization’ between the Korean and the US
governments.



Figure 1-1| Composition of FOA/ICA assistance, 1953-1960

(Unit: million USD)
350 -
300 -
250 -

200

150
100 -
-1l
0 T T T \ T T \

1953 1954 1955 1956 1957 1958 1959 1960

B Non-project Project

Source: Bank of Korea (BOK), Economic Statistics Yearbook.

While CRIK was provision of goods purchased by US military to the Korean
government or the private sector, FOA/ICA aids required more active participation of
Korean firms. Particularly for non-project assistance, Korean firms were responsible for
actual importation of the aid goods although the necessary funds were provided by the
agency. Impacts of the project assistance on Korean firms were limited. It was relatively
small in size and was for social overhead capital in nature. Only a few factories such as
the Chungju Fertilizer benefited from that type of aid. On the contrary, non-project
assistance was able to deliver far greater benefits to Korean firms because not only was it
larger in size but it allowed greater number of firms to participate in the distribution of
the funds and also on more favorable terms than the market exchange rates. Therefore, in
analyzing the contribution made by the foreign aids to the growth of the Korean economy,
it is crucial to understand to which firms and on what terms the non-project assistance
funds were allocated. Documents produced by the US foreign aid agency included
firm-level data on allocation of non-project funds. In this study, these data were

constructed as a database and analyzed.
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Data

Foreign aid allocation in the 1950s

Procurement authorization

Before the explanation of source materials, allocation procedure and type of purchase
for FOA/ICA aid funds should be explained briefly.) Based on the aid program for each
fiscal year (FY) confirmed by the US Congress, the Korean government sent Firm
Requests (FR) for items to the US aid agency headquarter in Washington. Washington then
reviewed the FR and issued Procurement Authorizations (PA) to Korean government.6) PA
was used as a unit in the allocation procedure of aid fund, such as bidding and lottery.
Accordingly, a number assigned to each PA has a very important role as a distinction
code. PA number consists of four or five numbers. For example, the PA number for
cement in FY 1954 was “89-640-00-995-4238.” The first two-digit “89” is code for Korea
and the second number “640” signifies the product (cement in this case). The subsequent
“00-995” indicates country or region from which it can be purchased. The last four-digit
number “4238” is a serial number that is actually used as a distinction code for that
particular PA. The first digit “4” refers to the US fiscal year 1954. It was the year that

the aid fund was authorized, not necessarily the year that the funds were spent.”)

Figure 2-1| Program status report

[N NN

'~ M~

Source: Archives of Korean History (http://archive.history.go.kr).

5) Based on various regulations republished in Monthly Economic Bulletin by the Bank of Korea.
6) The first FR in FY 1954 was for raw rubber (FR 4-1, PA 4201) and the first PA was for raw cotton (FR 4-14, PA 4101).

7) For example, out of the $200 million FOA funds to Korea for FY 1954, only $90 million was completed for contracts
by June 1954 (the end of FY 1954) and $150 million by the end of calendar year 1954. Goods that were actually
imported into Korea were only $30 million and $90 million by June 1954 and December 1954 respectively.
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[Figure 2-1] is part of the monthly program status report prepared by the aid agency.
It can be seen that allocation status for each PA was recorded. In cases where it was
necessary to distribute the same items over multiple times, it was also required to produce
multiple PAs. Translated copy of this status report was included in the International Trade

Yearbook issued by the Korea International Trade Association ([Figure 2-2]).

Figure 2-2| Program status report translated in Korean
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Figure 2-3| Bidding announcement
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Source: Seoul Shinmun, March 2, 1954.

As mentioned above, PA was a unit of bidding. When a bidding for FOA non-project
assistance was first made in March 1954, the newspaper advertisement indicated the PA
number ‘89-4903-92-4110° ([Figure 2-3]). Every year, the Korea International Trade
Association compiled the basic statistics of bidding results and published them in the

International Trade Yearbook ([Figure 2-4]).
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Figure 2-4| Table of bidding results
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Source: Korea International Trade Association, International

Trade Yearbook: 1956-57.

Procurement methods

In the program status reports both in English and Korean shown above, a procurement
code was designated for each PA [Figure 2-1 & 2-2]. Overall, there were four types of
procurement methods: A. Procurement by the US agency; B. Procurement of goods for
“civilian demand”; C. Procurement of goods for specified end-users and D. Procurement by
the Office of Supply, Korea. The procurement method for each PA was suggested in each
firm request and it was confirmed when PA was issued. Composition of procurement

methods for non-project assistance is shown in [Figure 2-5].

The code ‘A’, procurement by the US agency was adopted when it would be better
for the US agency to purchase the merchandise and deliver it to Korea rather than for
Korean government or firms to procure them. Purchasing of petroleum products was such
case. The US government, which initially determined that the Korean government did not
have sufficient administrative capacity, determined US agencies should purchase 30% of the

non-project aid in FY 1954.

The code ‘B’, procurement of goods for civilian demand and the code ‘C’, for specific
end-users were similar in the sense that Korean firms were allocated the fund through the
Bank of Korea; however, recipients of code C item were determined upon issue of PA. In
contrast, in the allocation of code B item, the Bank of Korea determined recipients
through bidding or lottery procedure. For example, raw cotton was the largest code C item
until FY 1958, for which the Korean Textile fund and
of

Association received the

re-distributed to the member companies. However, there were many criticisms

preferential treatment for end-user purchase due to lack of competition and application of
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official exchange rate, which was more favorable compared to the market rate. Eventually,
this methodology was abolished since the FY 1959 ([Figure 2-5]). On the other hand,
competitive bidding method was relatively free from preferential treatment, although there
were cases where additional restrictions were implemented to allow only companies with
certain level of facilities or members of the association to participate in the bidding

process.

Figure 2-5| Composition of procurement methods for non-project assistance
(Unit: million USD)
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Source: Korea International Trade Association, International Trade Yearbook.

The code ‘D’, procurement by the Office of Supply involved purchasing of goods for
the Korean government’s direct use or rather public goods: fertilizer was the main item
purchased through this method. Under the method, the Office of Supply usually selected
the importer with the lowest price through international bidding. Although suppliers of the
aid goods were foreign companies, importers were domestic companies which were paid

certain level of commission in either dollars or Korean hwans.

As described above, under the procurement method B, C and D, Korean firms could
participate in the process. Especially under method B and C, Korean firms were given
business opportunities to process or sell imported goods under the aid program at the time
when lack of foreign currencies were the bottle neck of the economy. In addition, firms

could benefit from exchange rate gain, because they could import with more favorable
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exchange rate compared to market rates. This study, in particular, focused on the method
B which had larger amount of funding and also allowed greater number of Korean firms

to receive the aid.

The allocation rule under code B have changed several times in accordance with the
Korean government’s foreign exchange and fiscal policy as well as the consultation with
the US foreign aid authorities.®) When the allocation was first implemented in 1954,
exchange rate bidding method was adopted. Aid funds were distributed to the bidders
which suggested highest hwan per dollar. It was to prevent inflation by absorb more
Korean currencies and to collect more counterpart fund to lower fiscal deficit. However,
since the introduction of so-called “‘unitary” exchange rate of 500 hwan per dollar in
August 1955, the official rate was also applied to aid funds for civilian demand as a part
of exchange rate policy. The government firstly adopted first-come-first serve method and
lottery in case when the amount applied exceeded the amount offered in the first day.
However, a large number of participants were concentrated on popular items to acquire
exchange rate gain. Since February 1956, the government changed its approach for quick
and smooth collection of hwan: company with highest deposit could get aid funds, and

lottery was held in case of competition among firms with same highest deposits.

In 1957, with a strong financial stabilization plan in place,?) the government started to
force purchase of national bonds to firms that were allocated aid funds, in order to
increase the fiscal revenue. In February 1957, the Ministry of Finance imposed 100 hwan
per dollar of national bonds.!0) Then, in May 1957, the agreement between Korean and the
US introduced a bidding system called “additive national bonds.” By allocating funds to
firms that bought more government bonds, it was in essence an indirect exchange rate

bidding.

The allocation criteria changed again in 1958 when the foreign exchange tax was
introduced in May of that year. Korean government replaced the bidding tool from national

bonds to the special tax: firms which suggested to pay greater amount of foreign exchange

8) Reference was made to newspapers and the resolutions of the Monetary Policy Committee, Bank of Korea which was
responsible for the allocation methods.

9) See Ryu (2012) for the influence of the “unitary” exchange rate, 500 hwan per dollar to financial stabilization plans
implemented in the late 1950s.

10) Selling price of the government bonds at the time can be confirmed in the Securities Statistics Yearbook, 1963. As the
bond was sold at 15-20% of the issue price, the Korean government could raise revenue.
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tax (per dollar), were allocated with the funds. It was more direct method of increasing
tax revenue. The actual exchange rate for winner of competitive bidding was suggested
foreign exchange tax plus 500 hwan per dollar. This method continued until abolishment of
the foreign exchange tax in 1961. Those rules with additive national bonds and foreign
exchange tax could be interpreted as measure to restrain speculative demand and promote

budget capacity while maintaining the official exchange rate.!l)

Data on allocation of aid funds at firm level

Entire process following the issuance of PA under the procurement method ‘B’ & ‘C’
was controlled by the Bank of Korea. Therefore, detailed record of conditions and recipient
of the funds would have been documented by the authorities in the BOK. However, it was

not confirmed whether the records were currently held by the Bank.

Instead, some of the relevant records were found preserved in the record group of the
US foreign assistance agencies in the US National Archives and Records Administration
(NARA). Those are the Small Business Circular, Weekly Reports of Sub-authorizations and
Daily Report on Allocation of ICA Funds which will be discussed below. With the support
of KDI School, our field surveys were conducted directly at NARA twice. In November
2015, one of the authors visited the site and commenced preliminary survey and in May
2016, the other author visited the institute and conducted a full-scale data survey and hired
a research assistance (RA) in the US. By the end of July 2016, more than 6,000 copies of
digital photos taken by the RA have been collected through the internet. And some digital
replicas provided at the web site of the National Institute of Korean History (the Archives
of Korean History, http://archive.history.go.kr) were also used.

The following is a brief description of the materials collected from NARA for this
study. Documents and records are classified into record groups according to the classifying
method of the producer of the materials. Within each record group, materials are further
classified into entries!?) and files!3) and stored in boxes. All the materials collected for
this study belong to the Record Group 469 (RG 469), ‘Record of U.S. Foreign Assistance
Agencies, 1948-1961." Entry UD 1073 contains Publication Files (1949-1958) of the Office

11) The counterpart fund could only be used through an agreement with the US aid agency; however, revenue from the
government bond sales and foreign exchange tax could be used by the Korean government itself.

12) Entry is also referred to as series.
13) It was literally a file that kept the documents inside. It was usually a folder type, which has a heading for each file.
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of Small Business (OSB) in Washington headquarters of foreign assistance agencies. This
entry includes Small Business Circular and part of Weekly Reports of Sub-authorization.
The Daily Report on Allocation of ICA Funds and the other part of the Weekly Report
were found in entry UD 422, Korea Subject Files (1953-1961) held by the Office of Far
Eastern Affairs also in Washington headquarters and in entry UD 1276, Central Subject
Files (1950-1956)!14) held by the United States Operations Mission to Korea
(USOM/Korea).

We also found that Small Business Circular for late 1950s, from November 1955 to
November 1961 were held by the University of Washington library, under the heading
“ICA Small Business Circular” (with some omissions). This material was received as a

PDF file after it was scanned by a hired RA who attended the college.

Small Business Circular

Small Business Circular was a periodical publication produced by the OSB in US
foreign assistance agencies. It has been published since the days of the Economic
Cooperation Administration (ECA), which was created to implement the Marshall Plan in
1948. The intent of the publication was clear under the heading "Trade Opportunity for
American Suppliers" ([Figure 2-6]). In other words, it was to provide information to
American companies, especially small and medium size enterprises (SMEs), to participate
as exporters for procurements funded by US foreign aids. In the Section 201.13
(Information for OSB) of ICA regulation 1, responsibility of importers was defined as
[Box 2-1].15)

14) The period in the entry title does not necessarily coincide with the coverage of the document therein. The coverage of
this entry was actually till 1960.

15) Code of Federal Regulation, Title 22, Chapter II regulated the foreign aid agency. It was also referred to as
Regulation 1 within the agency.
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Figure 2-6| Cover page of Small Business Circular
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Source: ICA Small Business Circular in the University of Washington Library.

As illustrated above, the OSB gathered information from different countries and
published it in the form of periodical publication, namely Small Business Circular, to
provide information to the US companies. The obligation to provide information to the
office was mandated in Regulation 1 since the revision in October 1954; however,
publication of Small Business Circular predates the revision. It appears that the office

collected data through direct communication with the recipient governments.

Box 2-1| Regulation on provision of information to the Office of Small Business

201.13 Information for Office of Small Business/ICA

(a) Notice of proposed procurement

To permit ICA, in accordance with section 504 of the act,!0) to give United
States suppliers (particularly small independent enterprises) an opportunity to participate
in supplying commodities and services financed by ICA, the importer, or anyone acting
in his behalf, before placing or agreeing to place any order covered by a
subauthorization of more than $5,000, shall, insofar as practical and to the maximum
extent consistent with the accomplishment of the purposes of the act, furnish by
registered mail to the Office of Small Business, ICA, Washington, D. C., the following
information in the following form in duplicate in the English language with
specifications stated in terms of United States standards.

ICA PA or PIO/C
number (if known)

Name and address of
importer

Quotations will be
accepted until ..............

Subauthorization or
import license number
(if known)

Cabled quotations will
() will not ( ) be
accepted. If yes, give
cable address.

Approximate dollar
amount of proposed
purchase.

conditions: ..........

.................... (Name of importer)
By ................... (Authorized signature)

Full description of commodities and services (excluding ocean transportation and
marine insurance) to be imported, including sizes, quantities, etc., and any special
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(b) Waiting period

The importer or anyone acting in his behalf shall not accept any offer or place any
order under such a subauthorization until after 30 days have elapsed from the time that
the information described in paragraph (a) of this section reaches, or in the normal
course of the mail would reach, the Office of Small Business, ICA, Washington D. C.
The Office of Small Business may, upon application by the importer or anyone acting
in his behalf, waive or reduce the 30 day waiting period where such action is deemed
appropriate by the Office of Small Business.

Source: Code of Federal Regulations, revised as of January 1, 1958.

The first information of FOA/ICA aid to Korea on Small Business Circular was about
the procurement of fertilizer, PA 4103 on SBC No. 53-75 (1953.8.27). The buyer was
recorded as the Emergency Procurement Service of the General Services Administration,
which was the US government agency. The first mention of goods for civilian demand
(code C) was in No. 54-245 (1954.6.4) which contained information about the successful
bidders for several PAs. Thereafter, the winning bidder’s information for PAs, FY 1954
fund was published in a similar format up to issue No. 54-480 (1954.9.21). After FOA
Regulation 1 was revised in October 1954 to make provision of information to the OSB
mandatory, there was no information in relation to Korea until the end of 1954. One of
the two issues found which were published in the first half of 1955 (No. 55-58,
1955.3.14) contained information only about project assistance to Korea. The first issue in
1955 which provided information about goods for civilian demand was No. 55-43 of the
second half (1955.8.26). It included the following comments: “Provided below is
information supplied by Korean private importers concerning purchase they intend to make
under the indicated procurement authorization numbers. Interested suppliers should
communicate immediately with the buyers. As this is commercial procurement no further
information will be received by the ICA Office of Small Business”.17) It is uncertain
whether the phrase ‘intend to’ was referring to the case where authority to purchase was

obtained from bidding or all potential bidders regardless of winning.

16) The Mutual Security Act of 1954.

17) The mention of ‘commercial procurement’ here was for distinction from procurement by government agencies, the
Office of Supply in case of Korea. Under Code D procurements, government agencies were given different
responsibility to provide detailed information on complete bidding results to the Office of Small Business. This was
specified in (c) of 201.13 in ICA Regulation 1.
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Figure 2-7| Information form sent to the Office of Small Business

Source: Small Business Circular Background Files, RG 469.

This point was made clear in issue No. 56-17 (1956.1.27) where the sentence “The
following importers have either applied for or been granted import permits for the purchase
of the commodities listed below” started to be inserted prior to the information in relation
to Korea.l®) In relation to 201.13 which mandated the provision of information to the
OSB, there was a lot of controversy surrounding the meaning of “placing an order” and
the starting point of 30-day calculation. In September 1955, the ICA headquarter pointed
out, in its messages to the offices in different countries, that information provision in
advance even before receiving an import permit was in line with the purpose of SBC
publication, pointing Taiwan as a good example.!9) The Washington headquarter was of an
opinion that it did not matter if some companies could not obtain the permission to import
even after publication. In the case of Korea, instead of the individual bidders sending
information to the OSB, the Bank of Korea often delivered the information provided by
the bidders to the Office.20) The BOK suggested bidders to provide information as early as
they can, to satisfy the 30-day stand-by early on.

18) Use of the word ‘sub-authorization’ was interchangeable with ‘import permit’. In Korea, they were considered the same.
19) ICA/W to USOM/K, ICATO No. A-55, Sept. 8, 1955; Legislation — Regulation I, 1955-1958; Central Subject Files,
1950-1956, Executive Office, Mission to Korea; RG 469.

20) According to information in relation to Korea published in Small Business Circular, interested suppliers were encouraged
to communicate with the importers through the Bank of Korea.
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Table 2-1| Small Business Circular collection list

Calendar

Y Last Issue Remarks
ear
1953 Unknown Preserved by NARA to No. 76, rest omitted
1954 No. 641 Preserved by NARA with some omission
First half of 1955 omitted except No.55-13 and No.
55-58.
. Due to restructuring of aid agencies, SBC published on
First half - . .
1955.7.15 was recorded as ICA Small Business Circular
unknown (FOA)
1955 No.55-1.
Second half - Publicati No. 109 d onlv b
No. 128 (ICA) ublications up to No. 109 are preserved only by
NARA. Subsequent publications are held by both
NARA and the University of Washington, with some
omission.
1956 No. 237
1957 No. 277
Preserved by NARA and the University of
1958 No. 351 Washington with some omission.
1959 No. 435
1960 No. 479

Surge in the number of bidders under the lottery system was a burden to both the
Bank of Korea and the Administration. In September 1956, the representative of the
Korean office of the aid agency sent a letter to the Minister of Reconstruction Hyun-Chul
Kim, notifying 30-day stand-by would be calculated from the date of the letter to the OSB
instead of publication date of Small Business Circular from 1 October, and bidders would
be allowed to provide information after bidding ended.2l) However, the phrase “The
importers as listed below have either applied for or have been granted sub-authorizations
for the purchase of the indicated commodities” continued to appear until issue No. 58-121
(1958.5.9). The phrase “either applied for or” was removed from issue No. 58-124
(1958.5.14).

Weekly Reports of Sub-authorization

Even after the mandatory provision of information to the OSB was defined by October
1954 revision of ICA regulation 1, in the case of code B or C procurement, no obligation
was imposed to provide information related to the actual result of the bidding or
allocation. However, message from the ICA headquarter in Washington stated that “You

will note that award information is not required on commercial procurement unless

21) Warne to Kim, Sept. 26, 1956; Legislation — Regulation I, 1955-1958; Central Subject Files, 1950-1956, Executive
Office, Mission to Korea; RG 469.
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specially requested” which implied that there could be a special request to provide

information with regard to the results of bidding or allocation.22)

In fact, in December 1956, Korean office of the US foreign aid agency sent a letter
to an official in the Ministry of Reconstruction enquiring whether he could provide weekly
reports in relation to Sub-authorizations (SA) as requested by the Washington headquarte
r.23) Once the recipient firms for each PA were decided, they were issued with SA from
the Bank of Korea. The word ‘sub’ was used to indicate that multiple SAs were issued
under each PA. In January of the following year, the official at the ministry replied that
he would request the Bank of Korea to write the weekly reports and send it directly to
the Washington office as well as to the Korean office.24) According to a letter sent to the
Ministry of Reconstruction from the US agency in February, the first report for January 4
to 12 was sent to Washington, not to the Korean office. It also requested that name and
address of the importer to be included in the report, in addition to the PA number, SA
number, name, quantity and price of the product and name of the supplier which were
initially requested.25) Although it was unclear from when the additional information was
added to the report, such information was first found in the file of ‘Procurement
Authorization Jan. Feb. Mar. 1957 of entry UD 1276, RG 469, which covered the week
from February 11 to 16, 1957 ([Figure 2-8]). Subsequent reports were then found in the
1957 file of ‘Report = Weekly’ in the same entry.

Washington requested the Weekly Report of Sub-authorization (Weekly Report) for a
publication of the OSB: it was not the aforementioned Small Business Circular, but a
separate publication called Financed Awards ([Figure 2-9]). The word “awards” refers to
selection as a recipient of foreign aid through bidding, lottery or other processes. In the
Financed Awards, information on the bidding outcomes for aid-receiving governments’
procurement (code D) was usually published. However, it appears that the information
provided by Small Business Cicular was insufficient for the OSB because out of the large

number of Korean firms participating in the competitive bidding, only small portion was

22) ICA/W to USOM/K, ICATO No. A-96, Nov. 11, 1955; Legislation — Regulation I, 1955-1958; Central Subject Files,
1950-1956, Executive Office, Mission to Korea; RG 469.

23) Jones to Kim, Dec. 26, 1956; Reports — Weekly (1957 and 1958); Central Subject Files, 1950-1956, Executive Office,
Mission to Korea; RG 469.

24) Kim to Jones, Jan. 9, 1957; Reports — Weekly (1957 and 1958); Central Subject Files, 1950-1956, Executive Office,
Mission to Korea; RG 469.

25) Jones to Kim, Feb. 1, 1957; Reports — Weekly (1957 and 1958); Central Subject Files, 1950-1956, Executive Office,
Mission to Korea; RG 469.
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actually successful in receiving the funds. As such, it was the intention of the office to
request information on actual recipients of SA and to publish the information in the
Financed Awards. Similar to Small Business Circular, Financed Awards up until 1957
issues were preserved in Entry UD 1073, RG 469 in the National Archives. The first
instance that Weekly report from the Bank of Korea was copied in the Financed Awards
was found in issue No. 57-28 (1957.6.19) which covered three consecutive weeks from 29

April to 18 May.

Figure 2-8| Cover page of Weekly Report of Sub-authorization

Source: Central Subject Files, Mission to Korea, RG 469.

All that remains of the original Weekly Report written by the Bank of Korea and
copied in the Financed Awards were confirmed to be nineteen weeks of 1957, which
covered mid-February to mid-October with one week, four weeks and eleven weeks of
omission in March, April and June to August respectively (<Table 2-2>). The Financed
Awards continued to be published after 1958 and there is a possibility that there has been

additional Weekly Report in it, however none has been found yet.26)

26) Financed Awards from January to October 1962 after the restructuring of the US foreign aid agency into Agency for
International Development (AID) are stored in the University of Washington library.
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Figure 2-9| Cover page of Financed Awards

Source: Publication Files, Office of Small Business, RG 469.

Table 2-2| Weekly Report collection list

Week Location
1957.2.11~2.16 UD 1276

2.18~2.23

2.25~3.2

3.4~39

3.18~3.23

3.25~3.30

4.29~5.4 UD 1073 (Financed Awards No. 57-28)

5.6~5.11

5.13~5.18 UD 1073 (Financed Awards No. 57-28,

No.. 57-29)

5.20~5.26 UD 1073 (Financed Awards No. 57-29)

5.27~6.1

6.3~6.8 UD 1073 (Financed Awards No. 57-32)

6.10~6.15 UD 1276

9.2~9.7 UD 1073 (Financed Awards No. 57-34)

9.9~9.14

9.17~9.21

9.23~9.28 UD 1073 (Financed Awards No. 57-35)

9.30~10.5

10.7~10.12 UD 1073 (Financed Awards No. 57-38)

Daily Report on Allocation of ICA Funds

While types of data described above were created by the interest of the OSB to
provide export opportunities to US companies, the Daily Report on Allocation of ICA
funds was requested to grasp the exchange rate distribution of competitive bidding, which
was the primary interest of personnel responsible for foreign aid to Korea in the US aid
agencies. Therefore, inclusion of information on allocation conditions such as the rates of
government bonds or foreign exchange tax addition was the most important feature

compared to the other two materials.
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Figure 2-10| Cover page of a Daily Report

Source: Korea Subject Files, Office of Far Eastern Affairs, RG 469.

On September 20, 1957, the Korean office of the US foreign aid agency sent its first
Daily Report to the Washington headquarters. Since the change from lottery to competitive
bidding on national bond addition in May of that year, information on successful bidder’s
name, amount of allocated funds and the rate of bond addition up to early September of
the year were reported for each distribution of funds. Thereafter, it was decided to produce
the same report every month.27) In addition, information on the unsuccessful bidder was
also included in the reports produced after October 8.28) The Washington headquarter also
requested data for the entire period 1957 and in response the Korean office produced
Daily Report from December 1956 to August 1957. Considering the fact that the reports
were reproduced, it would have included information on unsuccessful bidder as well.29)

Daily Report was in production until September 1960.30)

The Daily Report, which also included exchange rate information, was the most
appropriate data for this study; however, out of 46 months between December 1956 and
September 1960, only 21 months’ reports were found. Those reports were interspersed

within entry UD 422 and UD 1276 of RG 469 in the National Archives. It appears that

27) CINCREP Seoul to ICA/W, TOICA No. A-856, Sep. 20, 1957, Procurement — Saleables Review Committee Reports,
1957-1958; Central Subject Files, 1950-1956, Executive Office, Mission to Korea; RG 469.

28) CINCREP Seoul to ICA/W, TOICA No. A-1017, Oct. 8, 1957; Procurement — Saleables Review Committee Reports,
1957-1958; Central Subject Files, 1950-1956, Executive Office, Mission to Korea; RG 469.

29) CINCREP Seoul to ICA/W, TOICA No. A-2192, Feb. 11, 1958; Procurement — Saleables Review Committee Reports,
1957-1958; Central Subject Files, 1950-1956, Executive Office, Mission to Korea; RG 469.

30) Refer to document stating that publication of Daily Report will end on October 1. Notice from Jong Bok Kim, Sep.
28, 1960; Funds — Allocations (1960); Central Subject Files, 1950-1956, Executive Office, Mission to Korea; RG 469.
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both the Korean office of the US aid agency which received Daily Report from the Bank
of Korea and sent them to Washington, and the Washington headquarter which received
them retained and preserved the documents. <Table 2-3> below shows the collection list.

The Daily Report for 1959 was the most complete with all 12 months.

Table 2-3|Daily Report collection list

Month Location
November 1957 UD 422
September 1958 UD 1276
November

December UD 422
January 1959 UD 422
February UD 422, UD 1276
March

April UD 422
May

June

July

August

September

October

November UD 1276
December UD 422, UD 1276
March 1960 UD 422
April

July

August

September

In summary, [Figure 2-11] shows sequences in allocation procedure and where those
three kinds of source materials were produced. It should be noted that while the right to
import was given to the private companies under competitive bidding and specific end-user
method, actual dollar was not transferred to them. The payment was made directly by the
US authorities to the overseas exporters and the selected Korean firms deposited Korean

currency equivalent to the Bank of Korea.

Figure 2-11]| Allocation procedure and firm-level data
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Construction of database

Small Business Circular

The information on firm-level allocations of the FOA/ICA assistances to Korea as
published in Small Business Circular can be divided into two types: in 1954 and
post-1955. As mentioned above, it was not until October 1954 that information to OSB
became mandatory. Before that, the Bank of Korea provided information on the winners of
each bid to OSB, as shown in [Figure 2-12], which included PA number, product name,

firm name, address and amount.

Since 1955, firms seeking allocation had to provide information to OSB under ICA
Regulation 1, which was then published on Small Business Circular ([Figure 2-13]). The
report format of Regulation 1 cited earlier provides a detailed description of the product
which included specification and quantity. It was also required to report this in accordance
with the “US Standards” for easy understanding of American companies. In contrast,
information about price or dollar amount was not strongly requested. Accordingly,
information on firm-level aid allocation published in Small Business Circular since 1955
included PA number, product name, firm name and address but only about 1/4 of the
cases included dollar amount information. Even if the information was included, it was
difficult to interpret the amount stated as the actual fund received because until 1956 all
firms who would participate in the bidding was included regardless of selection results.
However, even without the price information, it was possible to obtain additional
information compared to, for example, the Daily Report which did not include firm
addresses to help distinguish firms with similar names. Because each firm’s participation or
winning could also be meaningful information, the database with post-1955 information was

also constructed.
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Figure 2-12| Firm-level information on SBC, 1954

Source: FOA Small Business Circular No. 54-274 (1954.6.15).

Figure 2-13| Firm-level information on SBC, post-1955

Generators and MoborSes.seesesssasssscessssessasasssrasannasssasssssssssssssarsees ITEMS 1 AND 2
Industrial Machinery.... csctesEsansIiRIEtESsssssssessnsne JITEMS 3 THRU 8
Di-Octyl Phthalat@.cccsesscescocassnccecssace -on---......--...-.uu.uunn--gg go
Electrical ApparatusS,..ccceccceccscccccscssessscssssansssssssssnsassscsscscncscess

NON-FOITOUE MOtALeouoeneeenenssecsssnsssssssrsosesssssssssnssssnnnsssnsansssssssss lTEMS 11 THRU 20

----- ™ -

The importers as listed below have either applied for or have been granted subauthorisations for
the purchase of the listed commodities, Interested suppliers should immediately communicate with
the buyers. Since purchases will be handled on & commercial basis, further details prior to
eontracting will not be received by the ICA Office of Small Business. (When brand names are given,
suppliers desiring to offer competitive items should also contact the buyers.)}

ITEMS 1 AND 2
PA No.t 89-710-99-H9~7226
ITEM 1

60 cycle, three phase A.C.
- generator includirg
switch board, and necessary
7 spart parts for conplete set

(B) Alternstive
approx 350 KW, otaer two sets.

. specification same as above
Buyer: Yun Suk Joon, Chosun Flour Mills Co., No. 360 Yongdongpo Dong, Seoul, Korea.

Commodity?! p;ecel-Generator (&) apgrox 700 EW, 3300 volts,  one set .

Source: ICA Small Business Circular No. 57-69 (1957.4.27).

The database was constructed in the same format without distinguishing between 1954
and post 1955. The variables in the database are as shown in the <Table 2-4> below.
Detailed description of the products was excluded due to length and also considering its
irrelevance for the purpose of constructing micro database in order to reexamine the
efficiency of aid fund allocation. The number of observations in Small Business Circular is
12,281. Among them, 1,265 observations are covering bidding outcomes in 1954, and the
other 10,016 observations covering period from 1955 to November 1961.



Foreign Assistance and Economic Development in Korea 35

Table 2-4|Database of Small Business Circular

Variables Description
Photo File Name & Page In order to make accessing the original source easier
SBC No. Issues with information on aid allocation in Korea
Date Publication date
Item Name Product name. Usually listed in the SBC table of contents
Item No. Number designated to each buyer. If the number is written in
SBC, record as it appears. If not listed, allocate a number
PA No. PA number
Buyer Name of buyer
Address Address of buyer. Omit ‘Korea’ at the end.
Dollar Amounts Record if there is an amount
Remarks Other information

Weekly Report of Sub-authorization

The Weekly Report recorded both quantity and amount as well as the supplier’s (i.e.
exporter’s) name and address as it recorded information on the firms who received
sub-authorization ([Figure 2-14]). There was nothing as complex as SBC’s product
description and therefore everything on the report was included in the database. Even
though certain weeks’ information was recorded in the original report by the Bank of
Korea while the others were copies in the Financed Awards, they were all constructed as
one database as there was no difference in format (<Table 2-5>). The database included
both goods for civilian demand and specified end-user. The number of observations for 19

weeks is 2,660.

Figure 2-14| Firm-level information in Weekly Report

Source: ICA Financed Awards No. 57-28 (1957.6.19).
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Table 2-5|Database of Weekly Report

Variables Description

Photo File Name In order to make accessing the original source easier

SBA No. If published in the Financed Awards, relevant issue number

Date If published in the Financed Awards, relevant issue date
In case of original copy published by the Bank of Korea,
last day of the period

Week Period as it appears on the cover page or top of the Weekly
Report; Recorded as “Feb 11 to Feb 16” as they were all
issued in 1957

PA No. PA number

SA No. SA number

Importer Name of importer

Address of Importer Address of importer

Commodity Product name

Quantity Quantity, including the unit of measure

Amount Dollar amounts

Supplier Supplier name

Address of Supplier
Remarks

Address of supplier, usually a city
Other information

Daily Report on Allocation of ICA Funds

The Daily Report is a record of every bidding outcome. It contains the amount of bid
and exchange rate tax for each successful and unsuccessful bidder, but without detailed
description of products as included in Small Business Circular or information on the
supplier as provided in the Weekly Report ([Figure 2-15]). Since it has only names of the
bidders without their addresses, it is hard to distinguish firms with the same or similar
English words or romanization. In order to overcome the issue, information in Small
Business Circular with regard to the same PA can be used. No Daily Report found so far

covers the same period with the Weekly Report collected.

The Daily Report contains bidding result for each bid on a separate page, which
contains basic information on each bid, such as the amount offered, the deadline of the
contract, and the maximum and minimum amount applicable, etc., as well as each bidder’s
application information. As a result, there are much more variables in the Daily Report
database compared to Small Business Circular or Weekly Report. In the <Table 2-6>
below, 19 variables from PA number to number of unsuccessful bidder are information for

each bid. The remaining 8 variables were information for each bidder.

There are total of 1,082 bidding records during the 21 months period; 164 of them
with no applicants. The number of firm observations are 11,917 among which 6,427 are

successful bidders.
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Figure 2-15| Firm-level information in Daily Report

Source: Korea Subject Files, Office of Far Eastern Affairs, RG 469.

Table 2-6|Database of Daily Report

Variables

Description

Photo File Name & Page
Year & Month

In order to make accessing the original source easier
As published on the cover page

PA No.

Terminal Contract Date
PA Value

Code No.

Value

Commodity
Allocation Period
Complete or Partial

Bid No.

Maximum & Minimum
Amount Applicable
Amount Offered

Total Amount Bid
Amount Allocated
Amount Unallocated

Date

No. of Applicants

No. of Successful Bidders

No. of Unsuccessful Bidders

PA number

Contract deadline

Total dollar amount of PA

Code of product designated by ICA

Dollar amount of specific product in case one PA covers
multiple products

Product name

Bidding period

Whether entire amount offered was allocated or not
Bidding reference number

(Amount offered) — (amount allocated)
End date of bid in case allocation period is more than one day
Number of bidders participated

Successful or Unsuccessful
Bidder

Dollar Amount Awarded or
Applied

Initial Deposit Hwan Rate

Total Amount of Initial
Deposit in Hwan

Foreign Exchange Tax
Rate in Hwan

Total Amount of Foreign
Exchange Tax in Hwan

Remarks

Whether the relevant bidder was successful or not (“S” or “U”)
Name of the bidder, “Total” for sum

Rate of deposit (how much deposit was paid per dollar)
(Dollar amount awarded or applied) * (initial deposit hwan rate)

Rate of foreign exchange tax (how much foreign exchange tax
would be paid per dollar if succeeded)
“National Bond Hwan Rate” in November 1957 report

(Dollar amount awarded or applied) *
(foreign exchange tax rate in hwan)
“Total Amount of National Bonds in Hwan” in November 1957 report

Other information
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Foreign aid allocation to Korean firms

Research framework

The data presented in the previous chapter provide information on the allocation of aid
at the firm level. In this chapter, I will use these data to review the conventional
understanding on the economic effects of aid in the 1950s. One problem with the
distribution of aid in the 1950s identified by previous research is discretionary distribution
by the government and the resulting corruption (Cho 1996: 210; Kim 1999: 138).
However, goods for civilian demands, which accounted for a large portion of aid funds,
were institutionally supposed to be allocated according to objective criteria such as lottery
or bidding. Also, it is likely that bidding was competitive as the monthly amount bid was
approximately double the amount offered according to the records in the Daily Report
([Figure 3-1]). Admittedly, the fairness of aid allocation cannot be discussed entirely in
terms of institutions and average figures and would need to be evaluated by a direct
examination of firm-level data. The absence of micro-level data capable of revealing the
fairness of aid partly explains why previous research findings have been accepted

uncritically so far.

Among the three kinds of data presented above, Daily Report is the most useful for
examining aid fairness as it contains bidding results. Daily Report includes information on
unsuccessful bidders, allowing to find out how many times each firm made a bid and how
many times it succeeded. It also reveals the price (= exchange rate) conditions on which
goods for civilian demands were auctioned off, and the researcher can calculate how much
the firm that made the successful bid benefited from such an allocation of aid funds.
However, Daily Report currently retrieved by the authors contains only 21 out of the
entire 46 months, and a full 12-month coverage is available only for the year 1959. As

the items of aid may vary seasonally, we will limit our analysis to the year 1959.
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Figure 3-1| Average monthly competition rate in foreign aid allocation
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Note: competition rate = total amount bid / amount offered Source: Daily Report on Allocation of ICA Funds

If aid funds were distributed competitively and fairly to firms in the 1950s, we would
be able to approach its impact on the growth of the South Korean economy from a
different angle from what has hitherto been understood, by examining the relationship
between aid and company growth. As it is firms that produce goods and services in the
economy, the growth of firms is intimately related to the growth of the economy. The fact
that only a few of the firms that achieved success in the period of rapid economic growth
from the 1960s have their origins prior to independence presses the need to empirically
examine the impact of aid on firm growth. Until now, the impact of aid on firm growth
was largely seen in a negative light as the allocation of aid funds was usually understood

to have been stained by corruption and favoritism.

A major obstacle to conducting such an examination is the fact that there is hardly
any data that show the financial situation of firms prior to the 1960s. The -earliest
available record is Comprehensive Survey of Korean Firms: 1973 edition published by the
Korea Productivity Center that contains information on the assets and sales of major firms
for the three years from 1970 to 1972. Because of these obstacles, I will focus my

analysis on the long-term effect of aid on the growth of firms.

The analysis was conducted through the following procedures: As the Daily Report for

the twelve months in 1959 recorded firm names in English and sometimes used different
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names for the same firm, I need to discern them by using various Korean-language lists of
firms in the 1950s such as the firm lists published by the Korea Chamber of Commerce
and Industry in 1956 and 1958, the list of registered traders compiled by Korea
International Trade Association, and the List of Corporations issued by the Ministry of
Finance in 1959 for the purpose of corporate tax collection. Among these Korean-language
references, the list of registered traders was particularly useful as it contained firm names
in both Korean and English ([Figure 3-2]). Through this method, we were able to confirm
the original Korean firm names of 77 percent of the total 6,669 observations (<Table
3-1>). For these firms, I could also confirm their business categories (= industry) from the
information on the various firm lists. The business categories were taken from the list of

firms by the Korea Chamber of Commerce and Industry.

Figure 3-2| List of registerd traders
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Source: Korea International Trade Association, International Trade Yearbook: 1956-57.

The variables we considered important for determining the fairness of aid to each firm
were the number of bid applications, success rate, average exchange tax, average exchange
gain, total aid amount received, and rent. The fund for goods for civilian demand in 1959
was allocated based on competitive bidding on exchange rate, and actual bid exchange
rates were the sum of the official exchange rate of 500 hwan per dollar and the foreign
exchange tax per dollar. [Figure 3-3] compares the highest successful bid exchange rate,
lowest successful bid exchange rate, and weighted average successful bid exchange rate by
month to market and official exchange rates.3!) As shown in [Figure 3-3], the highest

successful bid exchange rate followed a similar trend as that of the market exchange rate,
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indicating that the bidders were closely aware of the market exchange rate. The lowest
successful bid exchange rate was 650 hwan, namely 150 hwan above the official exchange
rate since the South Korean government was collecting at least 150 hwan per dollar of
foreign exchange tax in aid allocation, in order to increase its tax revenue. The average
successful bid exchange rate lay between the market and official exchange rates. Therefore,
firms that were allocated aid funds could gain profit in their imports by a margin
equivalent to the difference between the market exchange rate and the successful bid
exchange rate. The “rent” obtained by each firm can be calculated by multiplying this

margin (= exchange rate gain) by the total amount of aid it received.

Table 3-1| Discerned firms recorded in the 1959 Daily Report

(Unit: number of observations)

Industry Successful Unsuccessful Sum
bidders bidders

Finance 6 1 7
Commerce
International trade 1,208 1,773 2,981

Domestic wholesale 8 1 9

Other 19 10 29
Manufacturing
Textile 370 217 587
(Cotton) 112 26 138
(Wool) 68 42 110
Chemical 441 238 679
Metal & Machinery 136 119 255
Food 92 62 154
(Sugar) 23 20 43
(Wheat Flour) 39 6 45

Ceramic 25 17 42

Lumber 48 54 102

Other 40 20 60
Transportation 16 15 31
Construction 16 26 42
Mining 10 4 14
Publication 5 4 9
Organization 75 32 107
Other 21 7 28
Undiscerned 740 793 1,533
Total 3,276 3,393 6,669

31) Foreign exchange was managed exclusively by the Bank of Korea in the 1950s, and those who wanted to hold foreign
exchange were required to create an account at the Bank of Korea and deposit all of them. As the official exchange
rate at that time overvalued the Korean hwan, firms that eamed US dollars through exports preferred to deposit them
into their accounts and sell them to other firms in need of US dollars than to change them to Korean hwan at the
official exchange rate. The price of the US dollar set by such a process was called ‘export dollar exchange rate’ and
was the prevalent ‘market exchange rate’ at the time.



4

Figure 3-3| Comparison of exchange rates in aid allocation
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Source: Daily Report on Allocation of ICA Funds

Another factor we paid attention to for examining aid fairness is the amount of capital
recorded in the 1959 List of Corporations ([Figure 3-4]). This was on the assumption that
larger firms are more likely to engage in unfair practices through their close relationship
with the government. Capital is the only data that can be used to infer aid fairness in the
absence of other types of financial data. As the data on firms’ capital amounts in the late
1950s is recorded in the 1959 List of Corporations, we merged it to our database
presented above. Two types of capital amounts were recorded by largely a colonial legacy:
nominal capital and paid-in capital. We used the latter for our analysis. We also made use
of firm age that we calculated from the data on founding year recorded in the 1959 List
of Corporations as older firms might possess a certain know-how that is not reflected in

the amount of capital.

Next, in order to examine the long-term effect of aid on the growth of Korean firms,
we merged the above database to Comprehensive Survey of Korean Firms: 1973 edition
([Figure 3-5]). We selected sales, equity, and the number of workers as indicators of firm
size in the early 1970s and ROE, sales on equity, return per worker, sales per worker, net
profit as indicators of the rate of return. All variables were assigned the average figure for
the period 1970-1972. <Table 3-2> lists the descriptive statistics of the database

constructed through these mergers of various data and records. We divided the 2,112 firms



Foreign Assistance and Economic Development in Korea 43

found in the 1959 Daily Report into four groups depending on whether they can also be
found in the 1959 List of Corporations and Comprehensive Survey of Korean Firms: 1973
edition. One hundred and eighty-four firms could be found in both records; 496 were
found only in the former, and 105 in the latter.32) For comparison, we presented the
statistics for the total 2,998 firms recorded in the 1959 List of Corporations but not in the
1959 Daily Report as well as the 5,138 firms recorded in Comprehensive Survey of
Korean Firms: 1973 edition but not in the 1959 Daily Report. The figures for foreign
exchange tax, foreign exchange gain, aid amount received, and rent shown in the below

table were averaged only from successful bids.

Figure 3-4| Firm information on 1959 List of Corporations

v i%% Y S S S P ;E-é E%ﬁ

Boo® B OW
#Ho#® kK
= —# =AM

=
Woog

I
X

il By
i

1

o
-
&3

=

]

o
-

HZ b 7
g7k = & 7\
- A s —

Ber s
!
®
|
=
EREE

LIt

[ lE= =)
-~
E_
5

=
SHR
e

=

Y
a3k

B e

= | ZHER

> % EamEH

"

ok

B

1

g

-

=

it

&

B
o
ey

{ml} Q}"#f 1;'7 :,_:.“
8 yaems
SR g B
=
BRETE
05| Tl EREE
¥y
B

PR STy
| S Ty
)
sk
’
=
&

i

E
AT

N =0

"ol b

.l
H oLl
o 0O
C .0
O =

L1
C .0l

=

O

O
0 Ol

o)

o

Cl

g

2

Q H.C
)0 00 OO0 QO C e
@ C Q0 Q0 00 OO 0 OO %%

o
O

" " il

=
TE~11
=0l ~H
-~

il
o
Pui]
od 1
hufll
an il
2 B
am
E
m
o

el
=g

=
s
SIS
o
O 1
Sil=
FLOL
=11
=
F=

ol >
=

-
o

!
o
Ol ..
o

1
ma
3

Source: List of Corporations: as of January 1, 1959, p.2

32) I could find only 680 out of the entire 2112 companies recorded the 1959 Daily Report because many of the latter
were not corporations.
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Figure 3-5| Firm information on Comprehensive Survey of Korean Firms
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The average number of bids made by the 2,112 firms that took part in the allocation
of aid funds was 3.5 times in a year of 1959 with a success rate of 53%. In case of
success, the average foreign exchange tax was 361 hwan per dollar, and the average
exchange rae gain generated from its difference from the market exchange rate was 401
hwan per dollar. The average amount of the successful bid was 50,000 dollars, and the
resulting rent 241,000 Korean hwan. The 184 firms that were recorded in the 1959 List of
Corporations as well as Comprehensive Survey of Korean Firms: 1973 ed. made on
average a significantly higher number of bids at 9.1 times but had a slightly higher
success rate at 64 %. An interesting fact to note is the difference in the average rent
between firms that survived until 1973 and those that did not: the ones that did survive
earned a much higher rent on average. This suggests that the allocation of aid funds may

have positively affected the survival and persistence of firms.
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Table 3-2| Descriptive statistics of the merged database
Database linkage

Daily Report Y Y Y Y Y N N
1973 business directory Y or N Y Y N N Y N
1959 business directory Y or N Y N Y N N Y
Variables Mean SD Mean SD Mean
M @ ©) 4) ©) (6) @) ® O
Num of firms found 2112 184 105 496 1327 2998 5138
Aid and bidding information in 1959
Number of bid applications 3.51 6.31 9.14 11.48 5.56 6.41 1.78
Success rate 0.53 0.43 0.64 0.33 0.54 0.56 0.51
Foreign exchange tax (hwan/dollar) 361.21 201.40 300.87 159.19  371.25 346.92 378.54
Foreign exchange gain 400.87 195.00  463.67 16749  394.17 412.50 383.99
(hwan/ dollar)
Aid amount received (mil. dollar) 0.05 0.19 0.24 0.44 0.10 0.09 0.02
Rent (mil. hwan) 24.07 105.68 116.18 257.36 4275 3972 654
Firm variables c. 1973
Firm size
Sales (mil. KRW) 3.10 3.82 1.57 0.95
Equity (mil. KRW) 0.79 1.44 0.45 0.40
Number of workers (1,000) 1.13 1.75 0.63 0.34
Rate of return
Return on equity -0.02 2.10 0.34 0.14
Sales on equity 7.35 27.38 33.51 6.04
Return per worker (1,000 KRW) 0.21 0.60 0.13 0.14
Sales per worker (1,000 KRW) 443 5.63 2.24 3.49
Return (=net profit) (mil. KRW) 0.24 1.69 0.09 0.04
Capital growth 422 30.12
(mil. KRW / 1000 hwan)
Firm variables in 1959
Paid-in capital (1000 hwan) 36.56  133.02 10.10 4.59
Firm age (years) 7.3 6.2 54 6.4

Notes: We calculated average aid and bidding information from the 1959 Daily Report for each firm, and merged
them with the 1959 and 1973 business directory. In the calculation, we consider foreign exchange tax,
exchange gain, aid amount and rent only if the bidding was successful. Then, we clustered each firm into
six groups according to whether it was found in Daily Report, 1973 business directory, and/or 1959 business
directory. In the table, we report each variable's mean and standard deviation among firms in each group.

Fairness of foreign aid allocation

[Figure 3-6] shows the annual distribution of the number of bid applications and
success rates for 2,112 firms in 1959 Daily Report. As for the number of bid applications,
there was a considerable difference among firms. Although it was the most common for
firms to apply just once or twice, there were some that applied more than 60 times,
showing that at least some firms were making applications frequently. The success rate
was concentrated around the 50 percent line and showed a symmetrical distribution. This is
in accordance with the 2 to 1 competition shown in [Figure 3-1] and demonstrates that the

allocation of aid funds was quite competitive.
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Figure 3-6| Bid applications and success rate
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Price is an important indicator of the competitiveness and fairness of bidding
outcomes. In competitive biddings for aid funds, the exchange rate was the price. As
shown in [Figure 3-3], the average successful bid exchange rate follows a similar trend as
the market exchange rate (although at a lower level), which implies that the successful
bids were determined competitively. Our firm-level database, a relatively micro-level data
set, showed that prices were most likely set competitively. [Figure 3-7] groups the 2,112
firms into 22 business categories and traces the relationship between the competition rate
(the inverse of success rate) and the average successful bid foreign exchange tax. As
expected, the competition rate were positively correlated with successful bid exchange rates.
Foreign exchange gain — the gap between market exchange rate and successful bid

exchange rate — was inversely related to odds.
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Figure 3-7| Competition and foreign exchange tax by industry
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Next, we examine how initial (paid-in) capital affects bidding outcomes in order to
check whether large firms may have engaged in unfair practices by using their power
within the industry or connection to the government. [Figure 3-8] divides the 680 firms
found in both the 1959 Daily Report and the 1959 List of Corporations into 30 groups
according to the amount of capital and traces the relationship among success rate,
successful bid exchange rate, and rent. The paid-in capital in 1959 had no apparently
positive or negative relationship with success rate and successful bid exchange rate, which
indicates that firms with different initial conditions were facing a quite similar situation in
their competition for aid rent. While it seems that larger firms earned more rent, this will

be discussed later.

Based on the above observations, we will now examine aid fairness through regression
analysis. The dependent variables are the four types of bidding outcomes we examined
above: foreign exchange tax, foreign exchange gain, success rate, and rent. The explanatory
variable is the amount of paid-in capital in 1959. <Table 3-3> shows the outcome of the
regression analysis. (1), (3), (5), (7) did not use any control variables, and (2), (4), (6),
(8) used firm age, the number of successful bids, and industry as control variables. Among

the independent variables, foreign exchange tax, foreign exchange gain, and success rate
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did not show a positive relationship with the amount of capital. Success rate actually
showed a negative relationship with the amount of capital in the absence of any control
variable. When control variables were used, the significance of the coefficient disappeared,
and success rate was found to be in a negative relationship with the number of successful
bids. Such relations between variables imply the possibility that larger companies made
more bid applications even at the expense of a lower success rate. On the other hand,
rents that firms obtained was positively affected by firms’ initial capital; however,

significance disappeared when number of bid applications was controlled. So, the fact that

larger firms earned more rent could be understood as the result of more bid applications.

Figure 3-8| Firm’s initial condition and aid allocation
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The fact that the initial conditions of firms had no impact on foreign exchange tax or
foreign exchange gain indicates that the allocation of aid and the relevant bidding process
was fair. While larger companies earned more rent, this does not signify unfairness as they
made more bid applications. If firms with better initial conditions were the more competent

ones, the relation may be interpreted that more rent was allocated to competent firms.
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Table 3-3| Estimated effects of firm paid-in capital in 1959 on bidding outcomes
Dependent variable Exchange tax Exchange gain Success rate In(Rent)

) @ 3) “) &) (©) ™ ®

Controls:

Paid-in capital in 1959  0.0611  0.0567  -0.0340  -0.0238  -0.0134*  -0.0023  0.2284***  0.0204
(0.0412)  (0.0484)  (0.0419)  (0.0485)  (0.0076)  (0.0087)  (0.0417)  (0.0380)

Firm age in 1959 -0.0285 0.0262 0.0020 0.0052
(0.0184) (0.0184) (0.0033) (0.0144)
Num of bids 0.0100 -0.0086 -0.0040%* 0.0980%+*
(0.0088) (0.0088) (0.0017) (0.0069)
Constant term 3253705 14638 43264%*% 4.0812%F% (.5990%*% (.4818%% 23836%*F*  236]13%*

0.0978)  (1.1889)  (0.0993)  (1.1903)  (0.0177)  (0.1978)  (0.0988)  (0.9317)

Industry FEs Y Y Y Y
Observations 468 464 468 464 531 527 468 464
R-squared 0.0047 0.1668 0.0014 0.1834 0.0058 0.1738 0.0606 0.5276

Note: We chose the firms found in both Daily DB and 1959 business directory, and ran regressions of their
bidding outcomes on initial firm variables measured in 1959. Columns (1), (3), (5) and (7) control for only
the variable of paid-in capital in 1959 and constant term. Columns (2), (4), (6) and (8) also include firm
age, number of bids applied in 1959, and industry fixed effects. *, ** and *** denote statistical
significance at the 90 percent, 95 percent, and 99 percent levels, respectively.

Long-term effect of foreign aid

We will now examine how the allocation of rent in the 1950s affected the long-term
growth of firms. [Figure 3-9] compares the rent earned by each firm in 1959 to the data
on Comprehensive Survey of Korean Firms: 1973 edition. We categorized the 289 firms
recorded in Comprehensive Survey of Korean Firms into 40 groups according to the size
of rent. The rate of survival until the early 1970s and the size of sales in the early 1970s
were positively correlated with the amount of rent earned in 1959. On the contrary, ROE,
a major indicator of the rate of return, does not show positive or negative correlation with

rent.
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Figure 3-9| Size of rent in 1959 and the status of firms in the early 1970s
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<Table 3-4> shows the results of a more systematic regression analysis. The dependent
variables are rate of survival, sales, and ROE. The explanatory variable is rent. (1), (3),
(6) did not use any other control variables, and (2), (4), (7) used capital, firm age, and
industry as control variables. (5) and (8) did not use any control variables but conducted a
regression analysis for all firms founded no later than 1959 among firms recorded in
Comprehensive Survey of Korean Firms. In other words, (5) and (8) assume that the firms
that were not included in the 1959 Daily Report earned zero rent. The result shows that
firms which obtained higher rent from 1959 foreign aids more likely survived up to 1973,
and recorded significantly higher sales in the early 1970s. On the contrary, ROE does not
show any significant relationship, possibly because the ROE at a certain point of time is
determined primarily by current market situation rather than the actual competence of the

firm.
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Table 3-4| Estimated effect of rent from foreign aid in 1959 on survival, firm size and rate of
return in the early 1970s

. Dummy = 1 if found .
Dependent variable in the” 1973 business In(Annual sales c. 1973) Return on equity c. 1973
directory
) @) ©) 4) ) (6) (7 ®)
Controls:
In(Rent in 1959) 0.0643*** 0.0678***  0.4960%** (0.4574%** (.5183*** -0.0180  -0.0273  -0.0148
(0.0057)  (0.0135) (0.0718)  (0.1168)  (0.0460) (0.0166)  (0.0309) (0.0127)
In(Paid-in capital in 1959) 0.0121 0.0037 -0.0289
(0.0127) (0.0915) (0.0231)
Firm age in 1959 0.0161*** 0.0424 -0.0006
(0.0049) (0.0349) (0.0088)
Constant term 0.0420%**  0.5486*  -1.6735%** -0.6314 -1.7719%** 0.2062%** -0.7728* 0.1923***
(0.0143)  (0.3319) (0.2621)  (1.4574)  (0.0525) (0.0616)  (0.3925) (0.0144)
Region and Industry FEs Y Y Y
Assuming that the rent is
none if a firm in the 1973
. . . Y Y
business directory is not
found in Daily Report.
Observations 1303 464 133 86 1366 150 103 1604
R-squared 0.0898 0.1922 0.2672 0.6269 0.085 0.0078 0.305 0.0008

Notes: Columns (1) and (2) estimate the effect of rent size on the probability of being survived up to 1973, which
is measured by whether the firm in Daily Report is founded from the 1973 business directory or not.
Columns (3)-(5) utilize the log value of annual sales c. 1973 as a measure of firm size. We use firms found
in both Daily Report and 1973 business directory for columns (3) and (4). In column (5), we use all the
firms found in the 1973 business directory regardless of whether they are found in Daily Report or not. In
the analysis of column (5), we also assume that, if a firm in the 1973 business directory is not found in
Daily Report, its rent is zero. Except that columns (6)-(8) use ROE (return on equity c. 1973) as dependent
variable, their regression specifications are the same with those for columns (3)-(5), respectively. *, **, and
*** denote statistical significance at the 90 percent, 95 percent, and 99 percent levels, respectively.

Table 3-5| Estimators with alternative variables

Dummy of Firm size c. 1973 Retumn c. 1973 Capital
Dependent surv1\llgl73u p to In(Sales)  In(Equity) In(# of  Retum on Sales on Return per Sales per In(Return) g{(g)g/(;l_lﬁn
variable workers) equity  equity  worker  worker
Key controls: 1) 2 A3 4) ®) 6) (N ®) ) (10)
Panel A: Effects of rent size
In(Rent) 0.0678** 0.4574%+  0.2983***  (.1268 0.1062 34183 0.0213 0.7700%* 0.2371% 3.9048*
(0.0135) (0.1168)  (0.0882)  (0.1165)  (0.2010) (2.8329) (0.0549) (0.3401) (0.1405) (2.0515)
R-squared 0.1922 0.4839 0.4764 0.3189 0.0287  0.0899  0.0864  0.6656  0.4075 0.2860
Panel B: Effects of number of bid applications
# of bid 0.0105%* 0.0422%*  0.0249**  -0.0002 -0.0109  0.0709  0.0007  0.0852*  0.0243 0.6466%*
applications
(0.0023) 0.0178)  (0.0124)  (0.0150)  (0.0239)  (0.3679) (0.0065) (0.0479) (0.0192) (0.2698)
R-squared 0.1838 0.4229 0.4247 0.2785 0.0258 00597 00727 06175 03795 0.2560
Panel C: Effects of exchange rate gain
Exchange rate 0.0002 0.0018 0.0018**  -0.0012 0.0013  0.0258  0.0007  0.0033  0.0024 -0.0332
gain

(0.0001) (0.0012)  (0.0009)  (0.0011)  (0.0021) (0.0276) (0.0005) (0.0032) (0.0014) (0.0203)
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R-squared 0.1491 0.3886 0.4352 0.3191 0.0301 0.0813  0.1050  0.6447  0.4067 0.2796
Panel D: Effects of success rate
Success rate 0.0606 -0.1834 0.2151 0.1641 11459 21991  0.4425%  1.5769  -0.1496 6.5091
(0.0618) (0.6416)  (0.4446)  (0.5480)  (0.8727) (13.3648) (0.2313) (1.6345) (0.6881) (9.3059)
R-squared 0.1503 0.3815 0.4026 0.2791 0.0412 0059  0.1104  0.6056  0.3672 0.2225
Panel E: Effects of whether the firm participated in the 1959 bids or not
Dummy Qf 0.3065%** 1489 1.3855%%*  0.6217%**  -0.0382  10.1415*  0.0453  0.1773  1.2926*** NA
participation
(0.0048) (0.1521)  (0.1142)  (0.0639)  (0.1700) (5.1713) (0.0356) (1.0110) (0.1391)
R-squared 0.2863 0.0656 0.0740 0.0483 0.0000  0.0034 00012  0.0000  0.0510

Notes: We employ alternative dependent variables as listed in the head of table, also use alternative bid-outcome
controls as listed in the title of panel. Column (1) estimates the effect of rent size on the probability of
being survived up to 1973, which is measured by whether the firm in Daily Report is founded from the
1973 business directory or not. Accordingly, column (1) use the sample firms found in both Daily Report
and 1959 business directory. Columns (2)-(10) use the sample firms found in all three databases: Daily
Report, 1973 business directory, 1959 business directory. Panel E estimates the effect of the participation in
the 1959 bids on later outcomes. In the estimation, we use the sample firm found in the 1959 and 1973
firm list regardless of the linkage to the Daily Report, and assume that, if a firm is found in the Daily
Report, it participated in the 1959 bids. The regression specification of column (1) is the same with that of
column (2) in <Table 3-4>. The specification of other columns is the same with that of column (4) or (7)
in <Table 3-4>. * ** and *** denote statistical significance at the 90 percent, 95 percent, and 99 percent
levels, respectively.

<Table 3-5> shows regression results when alternative explanatory and dependent
variables were used, in order to check robustness. In addition to rent, we used number of
bid applications, foreign exchange gain, success rate, and dummy of participation as
explanatory variables. As proxies for the dependent variables (firm size and rate of return),
we used total amount of assets, number of workers, sales on equity, return per worker,
sales per worker, and net profit. Using number of bid applications and dummy of
participation as alternative explanatory variables does not change the regression result. This
dummy variable was constructed by examining whether the firms recorded in both the
1959 List of Corporations and Comprehensive Survey of Korean Firms: 1973 edition are
also found in the 1959 Daily Report. It should be noted that firms that participated in the
allocation of aid funds had a higher rate of survival and a bigger firm size in the early

1970s compared to those that did not.

In using alternative dependent variables, neither the total amount of assets nor the
number workers produced a different result from the original one. Although positive
relationships were found in some alternative variables of the rate of return, generally they

did not show any clear statistical significance.
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Summary

This paper critically reviewed the established understanding of the aid allocation in the
1950s Korea by using data on the allocation of aid funds at the firm level that were
produced or were held by a United States aid organization. In particular, 1 used Daily
Report, which contains bidding results at the firm-level, as an important data source. I
matched Daily Report with several Korean-language lists of firms that contain information
on firm characteristics. Previous research argued that the allocation of aid in the 1950s
was discretionary and inefficient based on certain cases such as the textile industry that
were accused of receiving preferential aid even at the time. This paper examined the
fairness of aid in the 1950s and its long-term effect on the growth of the South Korean

firms by making use of micro-level data.

The analysis revealed that allocation of aid funds through the purchase of good for
civilian demand — the most important method of aid allocation in the 1950s — was more
competitive and fair than what was depicted by previous research. The rule of bidding was
actually implemented, which greatly reduced the room for discretionary intervention by the
government or collusion among firms. The fact that larger firms were allocated more rent
does not need to be interpreted as indicative of allocative inefficiency, although a more
rigorous analysis is needed in order to be able to speak of the efficiency of aid with

confidence.

The analysis also found out that firms that earned more rent, or in other words, a
larger amount of financial benefit from the allocation of aid had a larger firm size in the
early 1970s even when controlling for firm size in the late 1950s. This relationship
persisted even in regression analyses using alternative variables. Such a result indicates that
aid had a positive impact on the growth of Korean firms. Although the size of rent was
found to have no significant effect on the firms’ rate or return, this is likely because the
rate of return of a firm at a certain point of time is affected primarily by market situation

rather than by its actual business competence.
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Appendix

Table A1| Foreign Assistance to Korea, 1945~1983
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Unit: thousand USD

USA CRIK
SOYUé'gi BUK, Economic bi]’gi’CZSIZCS Yearbook. FOA Total
GARIOA JSEC PLA480 ;}gg SUN SKO
1945 4,934 4,934
1946 49,496 49,496
1947 175,371 175,371
1948 179,593 179,593
1949 92,703 23,806 116,509
1950 49,330 9,376 58,706
1951 31,972 74,448 122 106,542
1952 3,824 10,299 145,235 1,969 161,327
1953 232 5,571 8,365 150,422 29,580 194,170
1954 82,437 14,049 36,142 21,297 153,925
1955 205,815 4,950 3,761 22,181 236,707
1956 32,955 271,049 24 307 22,370 326,705
1957 45,522 323,268 14,103 382,893
1958 47,896 265,629 7,747 321,272
1959 11,436 208,297 2,471 222,204
1960 19,913 225,236 244 245,393
1961 44,926 154,319 199,245
1962 67,308 165,002 232,310
1963 96,787 119,659 216,446
1964 60,985 88,346 149,331
1965 59,537 71,904 131,441
1966 37,951 65,310 103,261
1967 44,378 52,640 97,018
1968 55,927 49,929 105,856
1969 74,830 32,434 107,264
1970 61,703 20,933 82,636
1971 33,651 17,566 51,217
1972 5,089 5,089
1973 2,146 2,146
1974 982 982
1975 1,155 1,155
1976 1,740 1,740
1977 948 948
1978 169 169
1979 224 224
1980 361 361
1981 236 236
1982 61 61
1983 30 30
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Table A2| Composition of FOA/ICA Project Assistance, 1954~1960

Unit: thousand USD
1954 1955 1956 1957 1958 1959 1960
Agriculture and Natural Resources 198 3,404 1,784 5947 4549 6,876 4,981
Agricultural Research 42 357 426 1,116 885
Land and Water Resources 2,239 859 3,124 3,035 3,361 1,038
Crop and Livestock Development 198 1,151 686 2,165 374 838 398
Forestry 187 79 77 17
Fisheries 98 571 1,359 2,578
Others 14 10 124 66 185 82
Industry and Mining 6,367 21,168 25960 28,935 22,345 12,354 19,355
Mining and Minerals 29 102 863 1,201 2,689
Power 6,207 11,876 13,893 6,083 2,246 1,807 3,758
Communications 29 2,508 2,195 3,600 2296 2988 3,358
Manufacturing and Processing 6,663 9,843 19,079 15,828 5943 9,519
Engineering and Construction 131 35 1,059 400 67
Others 86 71 53 15 288
Transportation 1,305 62,024 42,097 42,129 20,229 10,150 8,940
Highways and Bridges 122 3,893 2,192 1,816 2215 1,788 1,395
Urban Transit and Traffic Engineering 377 662 158 81
Railways 627 49,937 31,942 37,042 17,051 7,607 6,460
Port and Harbor Facilities 556 8,089 7,530 1,832 705 326 327
Civil Aviation 21 42 269 118 230 249
Ship Operations 14 5 8 118 353
Others 84 503 -26 156
Health and Sanitation 255 2,106 2,099 2,741 3,786 3,079 3,165
Control of Specific Disease 606 183 670
Environmental Sanitation 255 2,106 2076 2,104 2913 1,867 1,156
Health and Hospital Facilities 12 591 225 320 1,147
Others 11 46 42 79 192
Education 33 982 3491 3,172 3,692 4,245
Technical Education 421 562 831 679
Professional and Higher Education 33 657 2,225 1941 2,338 3,365
Others 325 845 669 523 201
Public Administration 124 396 1,437 1,170 1,462
Social Welfare and Housing 1,570 7,330 9,003 6,266 4,927 2492 4,014
Community Development 16 925 477 796
Social Welfare 5478 5258 2,985 835 700 277
Housing 336 131 2,032 158 1,530
( AIfAnféiKForces Assistance to Korea) 170 L2510 2479 2125 764 837 1369
Others 601 930 1,009 371 320 42
General and Miscellaneous 470 1,395 3,341 2,824 3445 3,798 4,368
Total 10,165 97,460 85,390 92,729 63,890 43,611 50,530

Source: BOK, Economic Statistics Yearbook.
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Table A3| Composition of FOA/ICA Non-Project Assistance, 1953~1960
Unit: thousand USD

1953 1954 1955 1956 1957 1958 1959 1960

Agricultural Commodities 3963 23405 28443 37747 73,758 41,736 32,426 36,807
Wheat 2,007 3982 9012 22809 3945 7295 1,231
Barley 787 1,785 104 5073 13,863 1,931 -13
Raw Sugar 574 1299 4717 8271 3,250 -6
Raw Cotton 3,176 17,019 22,039 16,396 26425 30,815 23,369 28439
Salt 475
Molasses 209 1 317 183
Soybeans 691 200 198 81 358
Tallow 645 398 1943 1,084 1322 1336 2,780
Others 91 1,042 473 445 3,999

Fuels 11,712 10471 23,473 24,000 35395 20,625 24,539
Petroleum, Oil and Lubricant 10,499 7215 20,162 20357 24,667 19,379 22,005
Bituminous Coal 1,213 3211 3,025 2900 10569 1,070 2,138
Paraffin Wax 286 198 13
Others 45 545 146 176 396

Raw Materials and Semi-Finished Products 1,608 30,518 54,937 107,171 105,638 97,960 88,895 76,933
Fertilizers 541 16979 40,792 55,686 56,559 47,652 45617 40,580
Pesticides 139 48 1,083 869 745 721 955
Raw Rubber 1,067 1217 1,000 5884 3,658 3774 5509 4,745
Raw Hides 200 334 1515 611 506 504 407

Cotton Cloth 1,026

Cotton Yarn 3,209

Rayon and Other Synthetic Yarn 1982 1,449 14228 12,715 10,144 9,723 5528
Raw Wool and Wool Tops 505 505 6,764 7546 7592 3735 2,564
Rayon Waste 50

Chemicals 861 1487 3334 3853 5933 5326 3,346
Medical Supplies 1LI83 1,185 4,019 4541 3761 3503 2,721
Abaca 804 729 061 400 81 970
Paper 400 329 6836 5012 709 1,553 1,138
Pulp 110 183 850 790 1,306 2,245 3,299
Dyestuffs 199 958 1489 1,550 1,146 1,026
Caustic Soda 279 565 841

Non-Metallic Minerals 318 71 265 749 905
Plastics 451 2162 2425 3136 1,995 3,710
Auto Spare Parts 337 1344 85 95 274 27 1
Tires and Tubes 975 139 532 783 179 929
Generators and Motors 58 1,829 608 265 1,139 336 6
Electrical Apparatus 21 1,641 900 1,946 1,638 1,328 281
Engines and Turbines 21
Laboratory and Scientific Equipment 144 464 308 458 668 660 571
Others 808 125 521 202 3366 3,703

Investment Salables 6,637 14504 17,268 27,142 26,648 22,740 36,427
Lumber and Logs 3,501 3208 2,505 4359 4044 5,093 7769
Flat Glass 350 538 1,743 1,721 144 90
Cement 410 1,755 2,112 2392 1,039 1,112
Miscellaneous Construction Materials 830 161 176 49 571 335 28

Coal Tar Pitch 593 171 995 1,940 2,143 1,541
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1953 1954 1955 1956 1957 1958 1959 1960

Creosote 181 214
Mining Machinery and Equipment 356 9
Metal Working Machinery 262 1,529 413 419 939 584 59
Miscellaneous Industrial Machinery 35 2,198 3351 5401 8800 8114 12,134
Iron and Steel Shapes 207 2210 2,796 5541 4604 2,763 4,402
Nonferrous Metals 483 693 1,494 2433 2979 1872 2,189
Explosives 217 708 110 400 242
Fishery Supplies 522 942 330 666 1,545
Vessels and Equipment 50 1,291 1,535 376 100
Military Surplus Commodities 23 302 161 64
Ocean Freight 378 141 709 2 50
Others 68 182 880 714 5,162
Total 5571 72,272 108,355 185,659 230,538 201,739 164,686 174,706

Source: BOK, Economic Statistics Yearbook.





