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FOREWORD

Thais study on thc utilization of the United States agricultural
surpluses in the Republic of Korea - procedures and problems - has been prepared
under the authority of the work programme approved by the Unitced Nations
Economic Commission for Asia and the Far East at its thirteenth and subsequent
sessions, and follows similar studies in Japan and Pakistan which were

published in 1958 and 1961 respectaively.

The study presents the factual information regarding utiligzation of
agricultural surpluses in the Republic of Korea and examines the procedures

and problems involved in their use.

The basic data and information required for the study have been
collected with the greatly valued assistance of a consultant located in
Seoul and supplemented by addaitional published information which became

available to the secretariat subsequently.
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EXPLANATORY NOTE

The following symbols have been c¢cmployed

Three dots (...) indicatc that data are not available or
arc not scparatcly rcportcd;

A dash (-) indicates that the amount 1s nil or
neglizible,

A full stop (.) 1c uscd to indicate decimols;

A comma (,) 1s uscd to distinguish thousands and millions;

A slash (/) indicates a crop year or financial years,

c.g., 1958/59,

A hyphen (=) between dates, c.g. 1950-1958, significs the
full period involved, including the beginning

and c¢nd ycars.

W denotes local currency - Won;
1 Won = 0.3%92 US cents approx.

Unless otherwaise indicated, tons indicate metric tons;
dollar ($) indicates United States dollars.

Minor discrepancies i1n totals and percentages are due to roundang.



I. INTRODUCTION AND SUMMARY

During the past decade (from 1954 through 1964), the Republic of
Korea received approximately $805 million in United States aid in the
form of surplus farm products under the Agricultural Trade Development
and Assistance Act (Public Law 430) and Section 402 of the Mutual Sccurity
Act (MSA). This 1s equivalent to about 28 per cent of the total United
States aid ($2,900 mi1llion) to the Republic of Korea during that period.
Out of these $805 million, about $485 million (about 60 per cent) was for
food products. Thus, food products account for about 17 per cent of the

total Unaited States aid provided during the decade under review,

Under the PL 480, nine agreements have so far been concluded between
the Government of the United States of America and the Republic of Korca,
one 1n every year except 1960, since the first agreement was signed in May
1955. Occasionally, an agrecment has had to be revised subsequently due to
an unexpected increase in the demand for farm surpluses. While a large
part of United States farm surpluses has been imported into the Republic
of Korea under Public Law 480 since 1955 even prior to that United States

farm surpluses were being imported in the form of grants under Scction

402 of MSA.

The main purpose of the import of farm surpluses has been to overcome
food shortage. However, the sale proceeds have bcen used to support part of
defence cxpenditurc of the Government of the Republic of Korea, to cover the
expenditure for exploration of markcts for United States farm surpluses
and to meet some of administrative expenses of United States Governmental

agencies 1n the Republic of Korca.

Though the import of farm surpluses has had a considerable influence
on the <¢conomy of the Republic of Korea, no imports have been mede for the
direct or primary purpose of economic deveclopment except for limited aimports
1n 1961 under Tatle II of the PL 480 to support the National Construction

Service Project and in 1964 to support the Land Reclamation Project.

o1ince most of the imported farm surpluses nceded processing or were
raw materials for manufacturing, they made a considerable contribution to
devclopment of industry. Examples are the flour milling and the tertile
industry. On the other hand, the import of farm surpluses has influenced
considcrably the prices of domestic farm products and, also, perhaps prices in

gencral. The area of cotton cultivation and 1ts domestic harvest have continued

to decrease since farm surpluses began to be 1mported.



II. DESCRIPTION OF FARM SURPLUS TRANSACTION

The total amount of aid the Republic of Korea has received from the
United States during the period from 1954 through 1964 - AID essistance
and farm surplus aid under PL 480 - reached $2,878 million as of the end of
June 1964. Annual averagc of the aid amounts to $#250 million. Until 1959,
the annual aad was maintained at around ¥#280 million. However, 1t began to

decline from 1960, and in 1964 amounted to $164 millaon.

The aggregate amount of aid in the form of surplus farm products
under PL 430 and under MSA Section 402 amounted to $805 mallion as of the
end of June 1964. The average annual rate is $#73 million. Thus, farm
surplus aid accounts, on an average, to 28 per cent of the total aid
received. This ratio has been gradually increasing since 1961 and, in 1963,

1t reached 48.4 per cent.

The total amouni of aid provided ain the form of food products reached
#4385 million as of the end of June 1964, The average annual imports between
1954 - 1964 amounted to #44 million., Between 1956-1958, the annual imports
averaged $70 million. However, imports decreased during the period from
1959 through 1962, the average annual rate being $40 million, In 1963,
1mports increased to $58 million and in 1964 to $62 mallion.

Thus, the total aid provaded in the form of food products amounted
to 60.3 per cent of the total amount of farm surplus aid.

The ratio of total food to the total of cconomic aid received from
the Government of the United States of America is fairly haigh (16.9 per cent).
In particular, 1t reached 27.4 per cent in 1963 and 37.9 per cent in 1964.

Table 1 summarizes the foreign aid received from the United States from

1954 to 1964.

/Table 1
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Tablce 1

United States economic axrd to the Republic of Korea, FY 1954 - FY 1964
(as of 30 June 1964)

(Unit: $1,000)

Grand PL 480 Food part Farm surplus Food part  Total of farm Aid in form B/A C/B C/A

Year total (Total) in PL 480 under MSA in MSA surplus aid of food (%) (%) (%)
(n) aid Soc, 402 402 aid (B) (C)

1954 265 ,637 910 910 - - 910 910 0.3 100.0 0,3
1955 284 4634 22,257 7,418 28,306 3,982 50,563 11,400 17.8 22.5 4,0
1956 362,533 58,601 56,174 52,393 14,200 110,994 70,4374 30.6  63.4 19.4
1957 24k ,953 37,747 37,686 49,977 25,700 37,72 73,386  25.4 83,7 21.3
1958 230,089 64,430 64,430 40,500 8,000 104,930 22,430 37,5 69.0 25.9
1959 272,897 Lk, L23 36,535 26,000 7,400 30,423 43,935 29,5 54,6 16.1
1960 229,073 9,482 9,482 3L 867 2,467 4l 349 11,949 19.4 26.9 5,2
1961 259 ,4h5 63,570 3L 742 15,500 6,000 33,870 4o, 742 32.3 48,6 15.7
1962 201,756 75 4443 39,458 69 - 75,517 39,453 37.4k  52.3 19,6
1963 213,358 103,2889/' 58,456 - - 103,2882/' 58,4562/' 4L8.4 56,6 27.4
1964 16k4 62,240 62,2402 _ _ 62,249/ 62,2007 9.9 100.0 37.
Total 2,878,876 547,210 407,540 257,612 77 47149 80k ,822 485,289  28.0 60.3 16.9
source *

United States Operation Mission to Korea (USOM/K), Summary of the United States Economic Aid to Korca, U-684;

Economic Plonning Board and Bank of Korea.

Notes*® Figures marked.g/'represcnt amounts approved and others actual arrivals.

All 21d under Tatle III, PL 480, 1s regarded in this table as aid provaded in thc form of food products.

/Farm surplus
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Farm surplus products imported under Section 402 of MSL
From 1955, the United States Government started cormerking 25 per

cent of the aid funds for thc Republic of Korea's purchase of the Unated
States surplus farm products, according to the provisions of Section 402
of MSA. Before that, some farm commoditics were i1mported through sources

such as GARIOA ,-1-/ ECA ,é/ CRIK,E/ etce.

Although the farm surplus aid provided under the law is grant-type
ai1d, like other MOA aid, local currency equivalent of the aid amount was to
be deposited in the counterpart funds account in accordance with aad agreement
rcached between the two countrics. Five per cent of the deposits were
appropriated for administrative cost of the United States Government, and
the rest was used for thce Republic of Korea's cconomic development and defensc
costs. Table 2 shows some details of the products imported under Section 402
of MSA., It 1s to bc noted that the total amount of surplus goods imported
under Section 402 MSA rcached %257.6 million. $159 million of raw cotton
(1,655,000 bales) accounted for the largest portion of the total import.
The second largest part was accountecd for by wheat amounting to #33 millaon
(729,000 tons)., Barley amounted to %23 million (324,000 tons), tallow to

$11 millaioen (50,700 tons), and crude sugar to %5.5 million (63,000 tons).
/Table 2

1/ Abbreviation for Government and Relief in Occupiced sreas. It wes
responsible for the aid given by the United States armcd forces to the
occupled areas duraing and after the world war II. The aid consisted
mostly of food, clothes, medical supplies, fuel, construction matcrials,
and some other emergency needs for transport and communication facilities,
Among many rcecipient countries, the lergest werce western Germany and Japan.

2/ Abbreviation for the Economic Co-operation Administration cestablished by
the Economic Co-operation Act of 1948 as a government organization of the
United States to assist rehabilitation of economies of war-torn Buropean
countries., oSixteen Buropeaan countries which simultaneously organized OEEC
(Organization of European Economic Co-operation) joined this programme.
Korean aid from this source was handled through the ECA Mission in Korea.

3/ Abbreviation of Civil Relicef 1n Korea, an agency which undertook cival
relief activities during the Korean war under the supcecvaision of the
United Nations Command. Aid materials supplied under this programme
consisted of material imported with the aid of the United States milatary
authority (Supplies Korea, or SKO) and of donations from Drivate or civilian
organlzations in member countrics of the Unaited Nations including the
USA (supplies Unaited Nations, or SUN),



Table 2

United States farm surplus products imported
under Sec. 402 of MSA, 1955 to 1962

(an US$ 1,000)

Ttem 1955 1956 1957 1958 1959 1960 1961 1962 po arrVe
Raw cotton 23,628 29,693 11,307 30,000 27,050 30,700 7,000 ~ 159,378
Wheat 3,982 14,200 - 6,000 7,400 1,200 - - 32,782
Barley - - 15,000 2,000 - - 6,000 - 23,000
Cleaned wheat - - 120 - - - - - 120
Rice - - 20,580 - - - - - 20,580
Corn - - - - - 267 - - 267
Tallow 696 2,000 1,500 1,800 80 1,700 2,500 ~ 11,046
Raw hade - 1,000 1,000 600 350 - - - 2,950
Resin - - 220 100 200 - - - 520
Linseed o1l - - 250 - 150 - - - oo
Crude sugar - 5,500 - - - - - - 5,500
Soybeans - - - - - 1,000 - ~ 1,000
Edaible o1l - ~ - ~ - - - 69 69

Total 28,306 52,393 49,977 40,500 36,000 34,867 15,500 69 257,612

Source. Economic Planning Board and USOM/K.

/Transactions




Transactions under Public Law 480

Apart from the farm surplus aid under Section 402 of MSA, the
Republic of Korea has since 1955 concluded egreements for purchasc of surplus
farm products of the United States with local currency. These agrcements arc
under the Agricultural Trade Devilopment and assistance Act of 195k
(US Public Law 480).

The saigning of the import agrecement under this law usually takes plac.
carly in cach year. The duration of cach import agreement i1s limited to
one year. However, actual importations have taken as much as three years,
carryover measures are provided for such cases, Although the contents may
vary from year tc year, the conditions spccified an cach of the agreements

are virtually similar to the original agreemcnt concluded in 1955. The

gist of thc agreement under Title I of PL 480 1s summarized below

(a) The Government of the U S & will, in -ccordonce with the
Arriculturzcl Trade Developnent ~nd ‘ssistcmce lLct of 1954,

finance fund requirements for selling surrnlus farr products
for local currency to importers approved By the Government

of the Republic of Korea. The Government of the U,S.A. will
1ssue procurement authorizations (P/A) for each aitem applied,
within the limats of the agreed amount. Procurcment of goods
will be made by Korean importers from private exporters of the
U.S.A., the prices (in dollar) and quality of them will be
dccided upon through negotiations betwcen the buyers and sellers.

(b) Locel currency equivalent to the amount of dollars financed by
the Government of the U.S.A. for dollar cost of surplus farm
products, ocean transportation charges, and handling charges,
will be deposited i1n the account of the U.S5.A. at the Bank of
Korca. The exchangc rate of local currency against dollar
currency will be in accordance with the prevailing official
exchange ratc.

(¢c) Local currency procceds obtained by the Government of the U.S.A.
from the sale of surplus farm products will be partly used by
1t for U.S. expenses in the Republic of Korca (including
expenditures on exploration actaivaities for new markets for farm
products of the U.S.A.) and expenses of thc Government of the
U.S.A.'s agencies stationed in Korea; and the rest by thc
Government of the Republic of Korea for purchase of Korean
Armed Forces' military equipment, materials, facilities, and
services, requirced for common defensc purposes.

(d) The Government of the Republic of Koreca will be blocked from
diverting surplus farm goods for rcsale, transfer to other
countries, or for other purposcs than domestic consumption, unless
otherwise specially approved by the Government of the U,S.A.

/As of



As of 15 June 1964, the total amount of surplus farm products
agreed to be 1mported into the Republic of Korea under PL 480 Tatle I
reached approxamately $460 million. Out of this, the lion's share goes
to wheat, amounting to about $171 million or 37 per cent. Raw cotton,
which ranks second largest, amounts to about $143 million or 31 per cent
of the total and barley to $44 million or about 10 per cent. It 1s also
to be noted that the ocean transportation cost amounts to about $49 million
or 11 per cent of the total value of the agreed amount. Teble 3 shows

the annual values of the commodities agreed and approved to be i1mported
during the period of 1955 to 1964.

/Table 3
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Table 3

Values of Undted States surplus agriculturel commodities approved to
import into the Republic of Korea under Title I of Public Law L8O,
1955 to 196L

(RS of 30 June 196'4) (11’1 US$1 000)
I;;E“ Agreernt
\ year 1955 1956 1957 1958 1959 1961 1962 1963 1964 e zulative total 00000
Agreement Approwvel Appropriation
Raw cotton 9,991 306 - - 75,893 31,091 33,967 33,936 13,000 142,780 130,184 117,131
(10,000) (430} (7,500) (30,000) (33,100) (33,750) (28,000)
Wheat - 7,508 2,510 30,425 23,303 14,457 22,815 53,558 20,701 170,660 176,352 165,428
(€,400) (2,100) (24,500 (20,300) (1u4,500) (21,730) (u6,650)  (34,650)
Barley - 12,783 4,266 14,805 - 2,074 75923 2,956 1,505 43,710 h6,912 Ly, 4L8
(11,500) (3,800) (12,300) (2,000) (7,580) (2,430) (4,100)
Cleancd wheat - - - 106 - -~ - - - - 106 106
(- )
Rice - 15,004 11,836 - - - - - - 24,500 26,840 26,840
(13,500) {11,000)
Corn - - - 1,247 545 776 1,119 1,126 - b 470 4,813 L, 7Ly
(1,500) (500) (s00)  (1,010) (960)
Sorghum - -~ - 2,230 - - 470 505 - 2,940 3,205 3,170
(2,100) (420) (420)
Leaf tobecco L,8L48 2,126 - - - - - - - 7,000 6,974 6,974
(5,000)  (2,000)
Canned pork - 8,249 - - - - - - - 8,000 8,219 8,249
(8,000)
Dry milk & cheeso - 378 - - - - - - - L0oo 378 378
(400)
Edible oil - 504 - - 79h - - - - 1,250 1:298 13298
(500) (750)
Tallow - - - - - - 2,023 3,220 1,658 5,300 €,901 4,604
(1,830) (1,970) (1,500}
Ocean transportetion cost - ~ - - - - - - - u8,300
(5,400)  (3,000)  (9,600)  (4,820)  (4,200)  (5,870)  (9,k10)  (7,600)
Total 14,839 146,853 18,612 48,813 32,615 h9,398 68,317 90,642 13,284 us9,840 411,612 383,373
(15,000) (48,130) (18,900) (50,000) (33,870) (51,100) (71,540) (95,600) (75,700)
Source USGM/K
Notes () Figures in parentheses represent value of the amounts set in the agreements.

[hY Aviramarnd arannte asnd ornnreranmt otd nna earreonnnd with aorh nthen fan 'I'QAQ and +he mrveoeceoAdine yranra



The first agreement under Title I of PL 480 was signed on

31 May 1955. Under this agrcement, the United States Government approved
purchase by the Republic of Korea of $15 million worth (aincluding ocean
transportation charges) of raw cotton and leaf tobacco. Out of the total
proceeds from the sale, $9 million or 60 per cent of the total was used
for expenses of the United States Government and agencies stationed in
the Republaic of Koree. ILoccl currency cquivalent to $6 million or 4O

per cent of the totel was used for purchase of military equipment and
goods and services for the Armed Forces of the Republic of Korea. The
procurement formulas and priority, according to the agreement, were to

be declded by the Unated States Government.

The second agreement under Tatle I of PL 480 was signed on
15 March 1956. The United States Government, under this agreement,
approved procurement by the Republic of Korea of a total of $43.8 million
(1ncluding ocean transportation cost) worth of wheat, barley, raw cotton,

canned pork, lcaf tobacco, dry milk, cheese, and edible o1l, waith local

currency.

Due to the food shortage created by the bad crop of rice an
1956, the agreement was later revised twice, to increase import volume
of graans to curb price increases of grains. In the first amendment
signed on 7 January 1957, $10.8 million originally set aside for
purchase of raw cotton and edible 01l was reduced to $1.93 million

while newly allocating $#11.5 million for import of rice.

On 19 April, the second revision to the agreement was signed
to 1ncrease the total amount of the procurement funds to $48.13 millaion.
Under this revised agreement, the procurement funds for dairy products

and edible o1l were cut down, while inreasing the rice import funds to

$13.5 million.
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The United States portion of local currency proceeds from the sale of
surplus farm products under this agrecement for 1956, meanwhile, was reduced
to 10 per cent of the total. Agreement was reached to use the rest - 90 per

cent -~ of the procceds for defense costs of the Republic of Koreca.

For FY 1957, an interim agreement was rcached for purchase of a total
of $82.5 million worth of rice, barley, wheat, raw cotton, and canned pork,
1n November 1956, as a result of series of meetings held between the
representatives of the two governments. However, due to the shortage of
United States surplus farm products, the procurement approval for only $18.9
million worth of surplus farm goods under Title I of PL 430 was given. The
whole aid was for import of grains, mostly rice, and the rcst barley and
wheat., The third agreement, concluded on January 30, 1957, ocailed for
appropriating 85 per cent of the proceeds for bolstering Koreatl!s defense
cost and the remaining 15 per cent for United States Government's administrative

costs 1n Koreza.

Under the fourth agreement concluded on 5 February 1958, the United
States Government authorized the purchase with local currency of surplus
farm products amounting to $50 million. Procurement items were wheat, barley,
sorghum, and corn. Agrecement was reached to set aside 32 per cent of the
proceeds from the sale of the surplus farm products for defense outlays of
the Republic of Korea and the rest (138 per cent) for the United States

Government's expenses in that country.

Out of the %9 million set aside for the use of the United States
Government, $2 million or 4 per cent of the total proceeds was earmarked for
private loan funds 1n the Republic of Korca for development of markets in

that country for farm surpluses available in the United States. This was in

/accordance
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1/

accordance with the Cooley provisions.=

The 5th agrecment was signed on 30 June 1959, The United States
Govermment approved import by the Republic of Korca of wheat, raw cotton,
and corn, worth %33 million under this agrecment., Funds allccated for
wheat purchase amounted to about %24 millaon or 70 per cent of the total.
Almost all the quantity of the import programme, howcver, wvas carried over

to 1960, duc to the record good crop of rice in that country in 1959.

The import of such a large quantity of grains caused a sharp decline
of grain prices in the Republaic of Koreca and of farm income, Thus, no
agrcement for FY 1960 was concluded. On 14 September 1960, houvever, the
1959 import programme was revised for additional purchase of $#870,000 worth
of edible o1l for secondary food to be supplied to the Armed Forces. The
total amount of the 1959 import agreement was increased to %33,870,000, as
a result. The agreement called for using 85 per cent of the total local
currency proceeds from the imported farm products for procurement of military

equipment, facilities, and services, for thc Armed Forces of the Republic

of Korea, and 15 per cent by the United States Government for 1ts administrative
cost 1n the Republic of Korea. For that ycar, however, agrecment was reached

not to set up the Cooley funds.
o /The 6th

1/' The Cooley provisions or Section 104(c) of thc Agriculturel Trode Develop-
et ~nd sssistance Act of 1984 os aacnded in 1957. Thas Sectioa p.ovades
that up to 25 per coent of loccl currencices generated under Title 1 ogree-
i vat may be loancd, through the Export-Ligport Bank of Washiogton,
to (1) United States firms, their branches, subsidiarics, or affiliates
for business development and trade expansion in th:s forcign country; or
(2) either United States firms or private business firms of thot country
for the establishment of facilities for airding the utilization,
distribution, or otherwise increasing the consumptioa of, and expansion
of markcts for, such agricultural products cbroad. Loans sre rcpayable
in the local currency of the aid-receiving country. Loans for fainancing
the production of commodities which would compete with sale of surplus
commodities available in the United States are prohibitcd by law.

Interest rates are similar to thosc charged for comparable loans in the

recipient country.

Lol e gl s o] S Wl S A S R ]

Pursuant to this Act, an i1nitial agreement was reached between the
Government of the Republic of Koreca and the United States Government on

5 February 1958.
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The 6th agreement was concluded on 28 December 1960. Under thas
agreement, the United States Government approved import by the Republic of
Korca of 351 million worth of wheat, barley, rawv cotton and corn, wiih local
currency. Owing to the shortage of funds allocatced for supply of raw cotton,
the Government of the Republic of Korea requested the United States Government
to 1ncrease the procurement iunds. A revised agreecnent to that effect was
concluded on 11 May 1961, thus increasing the originally allocated $14.6

m1llion for raw cotton to #15.4 millaion.

The total amount of procurement funds approved in 1961 was #51.1
million. This sharp incrcase was attributable to the supersession of the
MSA of 1954 by the Foreign Aid Act of 1961, and discontinuation of farm
surplus aid provided in the form of grant under Article 402 of tne MSA.
The agreement reached in that year provided for the use of 87.8 per cent
of the local currency proceeds from the imported farm goods by the Government
of the Republic of Korea for defensc expenditure and 10 per cent for the
United States Government., The rest (2.2 per cent of #1,120,000) was
appropriated for the Cooley funds.

The 7th agrecement was concluded on 2 March 1962. Under this agreement,
the United States Government approved the purchascs of $40.8 million worth
of raw cotton and wheat by the Government of the Republic of Korea with
local currency. A revised agreement was signed on 12 Junc of the year for
additional imports of 330,740,000 worth of raw cotton and barley. Thus
the total amount of the approved imports under the 1962 agreement was
increased to 471,540,000, The use of local currency proceeds from the

imported farm surpluses was che samé as 1n the case of the 1961 agreement.

The 8th agreement under Tatle I of PL 480 was concluded on 7 November
1962, It provaded for imports of $54,320,000 worth of wheat, corn, sorghum,
raw cotton, and tallow., Owing to the acute food shortage resulfiing from
the bad crop of rice in 1962, the FY 1963 agreement was later revaised thrice.

The first revision was signed on 17 June 1963, for additional purchases
of wheat and raw cotton amounting to $19,680,000; the second revision took

place on 5 July, for additional imports of $8.5 million worth of wheat and

/barley;



barley; on 16 August, the third revision to the agreement was signed
approving the additional import of J13.1 million worth cf wheat. The total

amount of the 1963 agreement was thus incrcased to the all-tame haigh of

$95.6 million.

The procecds from the sale of surplus farm products vere toc be used

as 1n the case of the 1961 and the 1962 agreemcnts.

The 9th agreement vas signed on 18 March 1964. Under this agreement,
the United States Government agreed to imports by the Government of the
Republic of Korea of 3$61.9 million worth of wvheat, barley, rav cotton, and
tallow, with local currency. 4~ revised agrecment was signed on 15 June of
the year, for additional imports of $13.8 million worth of wheat by the
Government of the Republic of Korea. Thus, the total amount of the 9th
agreement was increased to $75.7 million. The condations specified in the

agreement may be summarized as follows.

(a) The ratio of proceeds from the sale of surplus farm products
to be used by the United States Government for its adminastrative

cost 1n the Republic of Korea was increased from the previous
rate of 10 per cent to 15 per cent, the Government of the
Republic of Korea used 85 per cent of the total for its defense

cost.

(b) The Cooley funds, which accounted for 2.2 per cent of the sales
procecds 1n the past, were abolished. Instead, local currency
obtained by collecting the provisional foreign exchange special
profit tax -- W 50 per dollar -- was to be deposited in the
United States Government's account.,

However, as mentioned earlier, actual importations havce taken upto
three years, and thus the amount of surplus farm products actually imported
1n a certain year does not correspond to the amounts set dowm in the agreement
for a specific year. Table 4 shows the kinds, quantities and values of

products imported during the past years under Tatle I of PL 480.

/Table 4



Table &

Y L g = S

Valuc and quantity of United States surplus farm products actually
imported under Title I of Public Law 430, 1956 -~ 1964

(Value ain US$1,000;

Cormodity 1936 1957 1G58 1959 1960 1951 1062 1963 19C4h  Moial

K 7 504 1,520 29,941 3.623 16,576 20,162 26,167 55,670 2h 725 167 .669
ool (oo (500) (71,31 (365,670) (37 €21) (415,348) (864,450)  (365,225) (0eo)

hav cocton &,184 1,307 L4 8 6,986 70:3 21,492 21,261 21,766 20. )41 133,278
(0ol (oo (00a) (63,390) (6,9%6) (16¢,J9¢) (24 ,686) (235,350) (279,495) {ooo)

Barley 12,419 L, 603 14,104 140 - 2,141 6 071 5,170 3,266 7,919
(eoo) (e0o) (0eo) (3,500) (53,525)(1,116,975) (106,379) (2%,118) (ood)

Corn - - 672 575 574 247 1,702 1,193 1 4,964
(...) (11,500)  (11,480) (+,940)  (33,703)  (24,854) (0o0o) (ooa)

Sorghum - - 2,226 6 ~ 90 470 533 1 34,331
(eoo) (162) (2,143) (11,191) (12,810) (...) (...)

Rice ~ 26,340 ~ - - - ~ - - 26,840
(aoa) (0o0a)

SCcybeans - - - - - ~ - - - -

Tellow - - - ~ - ~ 1,607 2,487 2,450 6,544
(8,781)  (16,362) (14,000 (00e)

Ecible o1l - 378 505 106 - 794 - - - 1,783
(eee) (ool (e0o) (2,400) (eeo)

Cenned pork L, 648 3,243 - - - - - - -~ 13,091
(eoa) (000) (cee)

Leaf tobacco - 2,126 - -~ - - - - - 2,126

Total 32,955 45,522 47 896 11,436 19,913 Ly 926 67,308 96,824 60,985 427,765

Sourcc: USOM/K and Economic Planning Board; for the year 1964, Bank of Korea, Review of Korean Economy in 1964, p.115

Notes: o/ Data on quantities imported by item are not available for years prior to 1959.

b/ Faigures in parentheses represent quantities in metric tons except in the case of raw cotton which
are 1n bales.
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According to the agreements on the use of sal: proceeds during the
period from 1955 through 1964, the amount of grant to the Govcrnment of thc
Republic of Korea under the provisions of Section 104 (c) (common defense)
reached about $391 maillion or 85 per cent of the total of sgrced amounts, the
amount used by the United States Government under (a), (b), (f) and (h) of
Section 104,l/rreached $62 m1llion or 13.4 per cent of the total. And the
amount of Cooley funds under Section 104 (e) established for the four-year

period covering the 4th through the 8th agreements, ccached #6,8 million or

1.6 per cent of the total (see table 5).

Table 5

Allocation of sales proceeds of surplus
farm products received under Title I of PL 430

(Amount in #1,000)

Ycar of the Total Common Defcense Cooley Fund US's usec
agreements agreed /Section 104(c)/ /Section 104(c)/ /Section 104(a)
s1gned amount (b), (f), (n)/
“Amount Ratio % Amount Ratio > Amount Ratio %
1st Agrcement (1955) 15,000 6,000 40,0 - - 9,000 60.0
2nd Agreement (1956) 48,130 43,290 90,0 - - 4 840 10.0
3rd Agreement (1957) 18,900 16,200 85.7 - - 2,700 14,3
hth Agreement (1958) 50,000 41,000 82.0 2,000 L.O 7,000 14,0
5th Agreement (1959) 332 .870 28,720 84,8 - - 5,150 15.2
6th Agreement (1961) 51,100 L 868 87.8 1,122 202 5,110 10.0
7th Agreement (1962) 71,540 62,812 37.8 1,574 2ol 7,15k 10.0
3th Agreecment (1963%) 95,600 83,937 87,8 2,103 202 9,560 10.0
9th Agreement (1964) 73,700 6l , 245 85.0 - - 11,355 15.0
Total 459,840 391,172  85.0 6,799 1.6 61,369 13.4
Sourcc. USOM/K /However,

;/' These subsections relate to agricultural market development €a), supplemental
stockpile (b), payment of United States obligations (f), international educational
exchange (h); loans to praivate enterprise or grants for economic development (e).

Source* The White House, Food for Peace, 1964 Annual Report on Publaic Law 430,
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However, in cese the local currency funds to be obteined by the United
States Government from the sale of aimported ferm products do not rcach the
agreed amount for the Unitcd States usc, the amount of defensc cost to be
provided to the Government of the Republic of Korea under Section 104(c) w1ill be
reduced to fi1ll the gap. On the other hand, in case the amount exceeds the
original amount agreed upon, the amount i1n excess vill be usced according to

the proportion of the various purposes indicated by the pertinent agreement,

As shown in tablc 6, of the total of %362.5 million agrced upon,
$%16.2 m1llion worth of surplus farm products have been imported and sold, thus
generating about W 28.6 billion, which has been deposited in the United States
Government's account waith the Bank of Korcez., Out of this amount, about
W 26,3 billion has been allocated by the Unated States Government wathan the

framework of the Republic of Korea-United States Agrecment.

Table 6

Status of sales and allocation under the Republic of
Korea-United States surplus farm products agrecments under Title I

of PL 480 (cumulative total as of 30 Junc 1963)
(Amount in 1,000)

Years of the Agreed Sales (A Allocation (B) Balance (A - B)
ngreements 1igned amount § 1 , X _ ' "‘fﬁ"""‘“‘f_'
1st Agreement 15,000 14,841 763,919 14,841 763,519 - -
2nd ﬁéigg;ent 48,130 L6,854 2,342,705 46,854 2,342,705 = ~
2rd ééigg;ent 18,900 18,690 934 480 18,631 931,530 59 2,950
Lth ﬁéggg;ent 50,000 48,729 2,479,158 48,350 2,454 492 379 2L 666
5th ﬁ;igg;ent 33,870 32,615 1,970,244 32,4509 1,949,643 157 20,601
6th iéigz;ent 51,100 49,257 6,416,361 48,877 6,353%,983 480 62,379
7th Aéizgi;nt 71,540 68,319 8,881,511 64,199 8,345,818 4,127 535,693
8th éézgg%ent 74,0005/' 26,794 4,783,214 23,992 3,116,951 12,802 1,664,263

Total 362,540 316,199 28,576,591 298,202 26,266,040 17,997 2,310,551

Source* US BEmbassy and USOM/K

Note* 15/' If the 2nd and 3rd additional agreements (concluded on 5 July and
16 August) are counted, the total will be #95.6 million.

/Table 7
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Table 7 shows allocation of the sales proceeds for the various
purposes, Out of the total of W26,266 million allocated, We2,656 million or 86.3
per cent has been allocated for common defense purposes under Section 104(c);
W505 million or 1.9 per cent for the Cooley funds under sub-scction (e¢) of
the same Section; the remaining W3,105 million or about 12 per cent for use

by the Unaited States Government for other purposes.

/Tablc 7




Yccrs of the
cprcenents
siganed

1st Agrcement (19565)
2nd Aprcement (195¢)
3rd Agrcement (1957)
LU4h Agreement (1958)
5th Agreemont (1959)
6th rpreement (1961)
7th Agreement (1962)

Bth Lgreement (1963)

Total

(Ratio)

Source

Use for com-
mon defense
by Republic
of Korca
(sub.sce.c)

300,000
2,100,827
799,480
1,996,605
1,639,636
5,543,823
7,480,288
2,795,489

22,656,148

(86.3%)

allocation of locnl currency used under Title I (Secction 104) of PL 480

Coolcy

lo'n

funds to

private
enter-
prises
(sub.

sec.¢)

101,753

145,860

187,433
70, 046

5053022
(1. %)

The United Stetes hmbassy and USOM/A.

Devel op- Hepayment
ment of of US
farm dabts
markcts (sub
(sub. sec._f_)
sec.8.)
11,697 379,542
- 2“‘1,878
- 100,000
- 356,135
- 310,006
93,1499 563,428
2,331 649,767
-~ 182,090
107,527 2,782,846
(0.4%)  (10.6%)

- 18 -

Table

Inter- Book
tionnl trens-
educat- lation &

ional printing

EXChE’LﬂEe (SUb-

(sub. sec.i)

sce ll_)

58,500 -
75373 ~
26,000 -
71,325 =
1622198 5z000
(0.6%) (0.02%)

Used by the United States

Us Educe t-
ional

progromme
(sub.
SCC .}_(_)

school

centre
(sub.

sec..,]_)

19,180
{ 04 084)

222050
(0.1%)

Sub-total

468,919
241,878
132,050
356,135
310,006
664,300
678,098
253,415

3,104,801

(11.68%)

[

(¥1,000)

Total

768,919
2,342,705

931,530
2,U454,492
1,949,643
6,353,983
8,3u5,818
3,118,951

26,266,040

|

(100.0%)
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The details of the use by the United States Governmment are as follows
We,783 million (10.6/%) for payment of United States dcbts under Section
104(f), W163 millaion (0.6%) for the international cducational oxchange
programme under Section 174(h), W108 million (0.4%%) for development of
United States farm products markets under Scction 104(a); W27 million (0.17%)
for the American sponsored schools under Section 104(3), W19 millaon (0.08%)
for scientific and educationzl activities under Section 104(k), and W5 millaon

(0,02%) for the book tramslation and printing programme under Scction 104(1).

The Cooley funds, meanwhile, arc managed in accordance with the
provisions of Section 104(e) of United States Public Law 480 and the
memorandum exchanged between the Republic of Korca and the United States at
the time of signing the agreement for importation of surplus farm products in
1958, '"Regulations Governing Handling Procedures of Cooley Loan Funds"
resolved at the Monetary Board on 18 Junc 1959, and the "Agency Business Contract
Concerning Cooley Loan Funds" concluded between the Korean Reconstruction Bank

and the Export-Import Bank in Washaington on 25 September 1959,

Loans from the Cooley Fund were released to Korean cnterprises
agreed upon between the Bank of Korea and the AID and to United States
enterprises located 1n the Republic of Korea, regarding the BOK as an agency

of the Government of the Republic of Korea and the Korean Reconstruction Bank
as the Agency in the Republic of Korea of the AID (until 1961 Export-Import
Bank i1n Washington). The purpose of the loans was confined only to facility
loans, but later 1t was also extended to cover working capital loans.

However, no United States farm products can be procurcd with the working

capital loans.

As of the end of June 1963, according to the rccords of the loans
from the Cooley Loan Funds, the outstanding balancce amounted to ¥119.2 million
or 23,6 per cent of the allocated amount of W385.9 million (sce table 8).

/Table 8




Table 8

Disposable amount and used amount of Cooley Funds under

Article 104, Sub-Section (e) of PL 430
(Unit. W1l,000)

30 June 1961 30 June 1962 30 June 1963

Total available amount (A) 203,509 271,914 505,092
(4th Agreement (100,724 (101,753 (101,753
E6th Agreement 5102,845 5145,860 E145,86o
E?th Agreement E 2L , 201 E187,433
E8th Agreement E 70,046

Amount used (loanad) (B) 67,300 99,200 119,200

Balance dasposable 136,269 172,714 385,892

Ratio of amount used (B/A) (33.1% (36.5% (23.6%)

Source* USOM/K and Business Department of Korean Reconstruction
Bank.

Timing of arrival of surplus goods in the Republic of Korea under
Tatle I of PL 480 1s not indicated in annual agreements signed. The Korean
Government does not usually work out monthly amport programmes for surplus goods.
In 1963, however, 1t once established monthly import programmes concerning

grains and raw cotton.

Rarely has the total amount of surplus goods approved for purchase
with local currency under one year's agreement been imported in the same year.
It takes some three years to complete imports of the whole quantity of the
goods provided for in the agreement relating to a particular ycar. Accordingly,
the balance of the agreed amount 1s carried over to the next yecar, in almost
every case. The import period of surplus goods authorized for purchase under

the annual agreement varies, as 1s shown in table 9,

/Table 9
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1956

voar b/

1955
1956
1957
1958
1959
1960
1961
1962
1963
1964

~ 13,032
- 19$923

— .
L i
T L
—— iy
L L
L L
- —

Tota 324,925

‘Epurco: The Bank of Korea

a/ Rccords of arrivals

_p_/ Calcendar ycar

1957

1,807
25,966
17,749

45,522

-~ 29 -
Table 9

e

a
annual import rceccords— of surplus farm

1958

516
1,457
45,923

1959

950
10,486

11,4326

under Title I of PL 480

1960

24,309
17,604

12,915

products

1961

74174

374752

4,926

1962

12,135
25,175

67 , 308

(Unit $1,000)

1963

996

15,795
31,998

96,787

1964

1,152
16,308
43,525
60,985

Total

14,839
46,405
19,206
49,182
35,264
50,883
70,118
98 , 306
43,525

427,728
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It may be noted from the tablc that tho import of goods under the
1958 agreement has taken some four years, while in the case of the 1957 and

the 1963 agreemcnts, 1t took only six months and one year respectively.

such a delay in the import of surplus goods was usually cscribed
firstly to delay in depositing the requasite local currcency, sccondly to
the withholding of the import of surplus goods to avoid any adverse cffect
on the Korean economy, and lastly to the delay caused in the shipment due to

the United States!' oum domestic situation.

Meanwhile, the Republic of Korea has rcceived Unitced States farm
surpluses amounting to some $32 million cquivalent under Title II of the
Publac Law 480 during the past years. These were made availablc under the
authority of Sections 201 and 202 of the legislation. Section 201 pHrovides
that emergency commodity assistance to meet famine or other urgent or
extrzordinary relief requirements may be given to friendly countrics or to
friendly pcople without regard to the friendlaness of their governments.
Section 202 authorizes grants of commoditics to promote economic and
community development through assistance programmcs undertazken with
friendly governments or through voluntary relief agencies. The Agency for
International Development is responsible for administering thas progfammegl/’
Thus the commodities imported under this programme were grants in aad and
distributed free to vactims and or as payment 1in kind to workers on
community self-help projects and other development projects and adminlstered
1n many caseés by the voluntary agenc1es§/’1n co-operation with the Governmant

of the Republic of Koreca.
/The scalc

1/ Source. The Whaite Housc, Food for Peace, Nincteenth Scmi-annus
Report on Public Law 480; United States Congrcss, Public Law
L300 - 83D Congress, Chapter 469 - 2D Session, S.2475,

2/ Church World Servace (CWS), Co-operation for American Relief Everywhere
(CARE), World Relief Commission (WRC), Secventh-Day Adventist, Catholic
Relief Services (CRS), etc.
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The scale of the import under this programme was determined by the
United States under the programme of total foreign aid. Table 10 indacates
that foodgrains formed a major element in the total shipments under this
programme. Out of a total amount of $32 million, only $2.6 million or
8 per cent was accounted for by raw cotton. Among the various grains, wheat
valued at $15.3 million took the largest proportion followed by wheat flour
amounting to $5.9 million and corn to $5.7 million. Complete data on

quantities of the products imported under this programme are not available,

Table 10

United States farm surplus products imported by kaind
and value a/ under Title II of Public Law 430
(Unat. $1,000)

Ttem 1957 1960 1961 1963 19642 Total
Raw cotton 60.6 - 2,537.4 - - 2,598.0
(60.6) - (2,537.4) - . (2,598.0)
Wheat - 1,282.3 6,9%32.3 - 7,050.0 15,264.6 .
. (1.282.3) (6.932.3) (i1 (Blak.6)
Rolled wheat - - - - (222=6) (222.6)
Wheat flour - - - - 5,555:5 5,;55:6
(ﬂﬂnﬂnﬂﬂ) (ﬂﬂhbﬁnﬂ)
Barley - - 2,127.6 - - 2,127.6
(2,127.6) (2,127.6)
Corn - 1,596.1 - 889.7 3,200,0 5,685.8 /
(1,596.1) (770.2)  (voeeeee) (2,366.3)<
Bulgar = - ~ - 162.0) (162.0
(!.n'l l#ﬂﬂi)
Total 60.6 2,878 .4 11,597.3 885.7 16,556.6 31,982.6 /

(60.6) (2,878.4) (11,597.3) (770.2) (5,978.5) (2,128.5)=

Source: Economic Planning Board

Notes: JFigures in parentheses represent actual appropriation.
a/ By import value

b/ As of 31 March 1964
¢/ Excluding 1964 appropriation

/Accordang to
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1/

According to the Unaited States Government source,~ however, the
total amount of the United States farm surpluses transfer authorizations
issucd for the Republic of Korea during the period 1 July 1954 ~ 31 December
1964 under Title II of Public Law 430 was E48,277,000;§/ Out of thais,
+1l,702 ,000 was allocated for disaster, $1,398,000 for voluntary agencies
and $31,677,000 for economic development. Allocation of the amount
authorizced in respect of different commodities was  %$30,384,000 for bread
grains, $2,866,000 for raw cotton, #7,655,000 for coarsc grains, and the

remainder $7,372,000 for ocean transportation cost.

In addaitaon to the imports under Titles I and II of the Public
Law 480, a considerable amount of United States farm surpluscs wvere also
imported under Title IIT of the same Law. The major part of the shipment
to the Republic of Korea under this programme was for donations through
voluntary relief agencies while some part of the import was made under
barter contract for raw silk, ordmance procurement, tungsten, carbide powder

and cement.,

This 1s based on the authority of Sections 302 and 303 of the Act.
Section 302 authorizes "donations'" of surplus food for domestic dastraibution
to eligible recipients and outlets, and for daistribution to needy persons
overseas through non-prcfit American voluntary relief agencies and inter-
governmental organization; Section 303 provides for the barter of CCC

commodities for strategic and other materials, goods, and equipment.

/Table 11

1/ The White House, Food for Peace, 1964 Annual Report on Public Law 430.

.2/' The differences between the figures may be due to the time lag between
the issue of authorizations and actual imports.
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Table 11 shows the shipments of donations made to the Republic of
Korea under Tatle III of the Law during past 11 years, It wall be noticed that
during the years under review donations of farm surpluscs amounted approximately
to #146 million equivalent in CCC cost or $102 million at world market
value., In addition to this, about $7.8 million equivalent of the products
had been imported under barter contract as of 31 December 1964¢£/

Table 11

United States farm surplus donations shipment
under Title III of PL 480

(Unit: $1,000)

R.0. K. Import value b

Year a CCC Cost

1954 1,300 910
1955 10,597 7,417
1956 16,790 11,755
1957 27,249 19,074
1958 2% 4310 15,617
1959 16,875 11,812
1960 9,134 6,604
1961 10,536 74372
1962 10,187 74131
1963 10,137 7,096
1964 10,223 7,156
Total 145,760 101,945

Source: USOM/K

a/ By calendar year

b/ The ROK import value were converted to world market
value 1n the ratio of 70 per cent of ccc 1n average.

/III.

1/ Source: The White House, Food for Peace, 1964 Annual Report on Public
Law 480,



III. CONSIDERATIONS LEADING TO IMPORT OF SURPLUS
AGRICULTURAL PRODUCTS ON SPECIAL TERMS
The import of surplus farm products immediately after the end of second
world war was mainly prompted by the urgent need to overcome food shortage. But
1t 1s xmportant to note that the import since 1955 of United States surplus farn
products under Public Law 430 was undertaken not only for the improvement of the
food situation but also for supporting of mational defence effort of the Republic
of Korea. For, the proceeds of United States surplus farm products imported
under Public Law 480 from 1955 onwards were deposited in the Counterpart Fund

Account ard spent as financial resources for national defence.

Thus, the main considerations, particularly after 1955, leading to
iamport of United States surplus agraicultural commodities were centered on two

problems, 1.e. food shortage and national defence expenditure.

Emergencz relief

The main portion of foreign farm products imported up to 1955 was under
such aid as GARIOA, ECA and SEC from the United States. Part of CRIK aid, which
started to arrive from 1950, consisted of farm products., In addition, from 1954
some farm products were imported as emergency relief in the form of grants under
Title IT and Tatle III of Publac Law 480.

In other words, the emergency relief import of farm products to the
Republic of Korea mainly consisted of grains, and 1ts volume was relatively
greater 1mmediately after the end of hostilities in 1945 and during the Korean
war. GARIOA aid, whaich continued from 1945 to 1949 under the Government and
Relief 1n Occupred Area (GARIOA) programrme of the United States, amounted to a
total of about $502 million, and mainly consisted of such relief goods as food,
clothes and medical supplies.

CRIK aad from the United Nations after the outbreak of the Korean War,
and ECA aid which replaced GARIOA aid, aimed at improvaing the food situation
(which was serious after the outbreak of the war) and also at post=-war
rehabilaitation. CRIK aid .was granted by the United Nations under the Cival

Relief in Korea (CRIK) programme. This aid was discontinued as of the end of

/June
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June 1954 because i1ts main purpose, that is, relief of war victims and prevention
of epidemics, became unnecessary in 1954, and aid thereafter was included in the

FOA a1d programme for the Republic of Korea. Some aid received in 1955 under

this account represented delayed arrivals.

Food shortage

Since the balance of food supply and demand cannot be maintained wath
domestic food production, the ectimated food shortage has to be covered every

year wath imported foreign farm products.

Consequently, from 1954 to 1964, the Republic of Korea has requared total
1mports of over 5 million tons of foodgrains to fill the gap between supply and
demand. The estimated annual gap beiween domestic supply and demand reached about
1.48 millaon tons in 1963 as against 888,000 tons in 1957. In 1960, the gap was
at 1ts minimum of 46,000 tons (see table 12).

Table 12

Estimated grain shortage in view of supply
and demand, 1954-1964

(Unit in 1,000 tons)
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