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Korean Economy and ODA

2-1 Korean Economy and ODA in the News

Hello, everyone. | am Ryu Sang-yun. Welcome to Korean Economy and Foreign Aid.
| appreciate your interest in the history of Korean economy.

This lecture will explore the relationship between the Korean economy and foreign
aid, using newspaper articles. We will start by looking at how a news article introduced
the concept of ODA to Korea, and then compare Korea's ODA statistics to those of
the OECD. We will also compare the size of ODA provided to Korea with that of other
countries and discuss its implications.

Previously, we learned that the concept of ODA was first introduced in 1969.
However, foreign aid to Korea was critical during the 1950s and 1960s. This implies
that substantial amounts of aid were provided prior to the establishment of the ODA
concept. That is why the aid that Korea provides to developing countries these days is
referred to as ODA, whereas the foreign aid that Korea received in the past was not
referred to as ODA.

There is Naver's News Library website that we can search for old newspapers. The
Dong-a llbo and Chosunllbo have offered article search services since their inception in
1920, Kyunghyang Shinmun since 1946, and Maeil Business News since 1966. The
earliest articles on ODA in the News Library date back to 1970. It is not surprising
that ODA was rarely mentioned since its conception predates 1969.
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However, even in the 1970s, the number of articles on ODA was limited, with only
one in 1970, two in 1973, and five in 1975, and never exceeding five per year until
1980. Furthermore, these articles appeared in economic newspapers, with only two in
daily publications such as The Dong-a llbo and The Chosunllbo, by 1980. Despite the
declining proportion of ODA in the Korean economy, the low number of ODA-related
articles is unexpected, given the significant amount of it provided in the 1970s.

This shows that Koreans were more accustomed to using terms other than ODA.
Koreans, for example, had long referred to ODA grants as aid, and the term public
loans referred to both concessional and non-concessional loans. Foreign capital, which
included commercial loans, was also used.

The absence of a differentiation between concessional and non-concessional loans
suggests that the Korean government did not compile data on ODA. Statistics existed
for ODA grants under the narrow definition of aid. No statistics only for concessional
loans are available, but public loan statistics with both concessional and
non-concessional loans. As a result, Koreans have been unfamiliar with the concept of
ODA for a long time.

When searching for aid in the News Library, many articles after the liberation used
it in a general sense as assisting or assistance. However, due to the massive US aid
provided to Korea, the term aid came to specifically refer to grant in today's ODA
terminology.

The US provided only temporary aid during its military regime in Korea. The signing
of the ROK-US Agreement on Aid in December 1948 marked the official beginning of
Korea's receipt of foreign aid. Dong-a llbo reported on its front page on December 11,
1948, that the aid agreement had been finalized.
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About 10 years later, the first concessional loan agreement was finally signed. In
April 1959, the Korean government and the US Development Loan Fund signed a loan
agreement in Washington for expanding Korea's communication facilities. The treaty-like
agreement was ratified by the National Assembly in December of that year.

As we found out, ODA was seldom mentioned in newspapers during the 1970s.
However, when it was brought up, it was typically in relation to international trends
rather than the foreign aid received by Korea.

The first article about ODA, titled 2nd UN Development Decade Plan, was published
in Maeil Business News on September 24, 1970. The column introduced the Pearson
and Tinbergen reports submitted by the research director of the Korean Industrial Bank
at the time.

The Pearson Report, presented at the World Bank's 1969 annual meeting, evaluated
postwar foreign aid and proposed the future direction of economic cooperation with
developing countries in the 1970s. The Tinbergen Report outlined guidelines for the
plan, emphasizing self-help efforts of developing countries and collaboration between
developed and developing countries.

On January 30, 1973, the second article was titled Japan Pushes for Economic
Expansion by Participating in Post-Indochina War Recovery. It detailed Japan's plan to
prioritize Indochina recovery aid in its Asian economic diplomacy after the Vietnam War,
and to resume economic cooperation with Vietnam, Laos, and others.

The first article linking the Korean economy and ODA was published on July 26,
1981 in the Chosunllbo, titled Korean Chamber of Commerce...Blitz Japan's Operation. In
1980, the Korean economy recorded negative growth. The Chun Doo-hwan government,
which took power through a coup, prioritized economic recovery. As one of its
breakthroughs, the government pursued expanding economic cooperation by importing
substantial aid from Japan.

30




B2 2o o

SEQUL NATIONAL UNIVERSITY

Korean media became interested in Japan's ODA loans. This was because ODA
loans had better conditions than non-ODA loans. An article from July 26, 1981 relayed
a report from a Japanese newspaper on July 25 that the Korean government had
requested $6 billion in aid from Japan.

However, aid negotiations with Japan were difficult and lasted until early 1983.
With continuous media coverage, Naver News Library featured numerous ODA-related
articles during the three-year period, with 40 in 1981, 108 in 1982, and 77 in 1983.
However, after the negotiations, the number of articles was significantly reduced to
only 13 in 1984,

During the height of Korea-Japan negotiations, Maeil Business News published
articles introducing the concept of ODA. Let's read it together.

“The pure concept refers to official development assistance. It is defined as funds
provided by public institutions in developed countries to developing countries or
international organizations for economic development of the developing countries.
Grants usually make up more than 25% of all ODA funds. During the Korea-Japan
talks, Korea requested increased aid due to the much more favorable terms of Japan's
development assistance funds compared to private sector loans.”

The word of pure concept may have been selected because ODA was commonly
associated with Japan's development assistance funding at that time. While the

journalist's explanation was informative, the statement that over 25% of aid is typically
given as a grant was not accurate. The statement seems to have been written with
Japan's ODA loans in mind. This highlights Koreans' unfamiliarity with the concept of
ODA.
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The was intended to report the two countries’ opposing viewpoints, stating that the
Korean government sought to receive more ODA loans from Japan on much better
terms, while the Japanese government sought o reduce it.

Korea's role as a donor country started to be emphasized in 1990. As a result of
its rapid growth in the 1980s, Korea's economy was recognized as comparable to that
of developed countries.

For example, the Second Vice Minister of Foreign Affairs attended the OECD DAC's
Tidewater meeting, and his special column was published in Maeil Business News on
July 26, 1990. The meeting was an annual informal discussion between development
ministers of major countries and multilateral leaders on development cooperation. In
1990, Korea was invited to the meeting.

As Korea's economic status grew, its international responsibilities were also
highlighted. The Chosunllbo reported on September 25, 1990, that the Korean
government planned to expand its ODA to 0.2% of GNP by the mid-1990s. Since
Korea's ODA size was only 0.04% of GNP in 1990, this was a fivefold increase in a
short period of time.

As Korea prepared to join the OECD, debate over ODA heated up. According to a
January 30, 1995 report in Chosunllbo, Korea planned to increase its ODA to 0.35% of
its GNP by 2000, beginning with a 0.11% in 1996 before applying for OECD
membership. At that time, the average ODA to GNP ratio among OECD countries was
0.35%.

In 2000, Korea's status as an aid recipient changed. Korea was excluded from the
list of DAC's ODA recipients. Since then, any grants or concessional loans provided by
any country or institution to Korea are no longer counted in DAC's ODA statistics. In
addition, the ODA to Korea in the late 1990s was not significant enough to be
newsworthy in the Korean media.
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A decade later, in November 2009, Korea joined the DAC as an ODA provider. This
solidified Korea's position as a country provider of ODA. The day before joining, Maeil
Business News published an article titled Han River's Miracle repays aid after 50 years,
conveying the significance of Korea's membership.

Now, Let's summarize today's lecture. When Korea required foreign assistance, the
concept of ODA had not yet been established. Therefore, Koreans seldom used the
term ODA to refer to foreign aid. Instead, the terms aid and loans were frequently
used.

The concept of ODA, which had been occasionally mentioned in international news,
gained more prominence in the 1980s when Korea requested ODA loans from Japan.
The concept of ODA was also introduced in Korean articles. However, by that time,
foreign aid had lost its economic importance in Korea. The term ODA became widely
known after Korea's transition to a donor country in the late 1990s.

So far, we reviewed how the concept of ODA was introduced in Korea and the

history of foreign aid using newspaper articles. In the next lecture, we will examine the
statistics of ODA grants provided to Korea.
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2-2 ODA grants to Korea

Hello, everyone. In the previous lecture, we used newspaper articles to review how
the concept of ODA was introduced in Korea and the history of foreign aid. This time,
we will discuss statistics on ODA grants provided to Korea.

Statistics on Korea's ODA receipts are divided into two categories: OECD statistics
and Korean government statistics. OECD ODA statistics, available since 1960, are based
on figures reported by donor countries. The DAC2a code records ODA flows by donor,
recipient, and type of aid, enabling us to track the annual ODA received by Korea
before 1999 when it was removed from the DAC's list of aid recipients.

OECD statistics cover Korea's aid receipts between 1960 and 1999, but they do
not include the 1950s when ODA was critical in stabilizing and developing the Korean
economy. Since donor-country figures from 1960 are available, it is useful to compare
and contrast them with Korean government statistics.

ODA consists of grants and concessional loans. In terms of grants, the Korean
government has two series of statistics that can be compared to OECD statistics. One
is the Summary of Foreign Economic Aid and Relief Supplies Received in the Economic
Statistics Yearbook (ESY) by the Bank of Korea (BOK). This table shows grants from
the US government and related agencies from 1945 to 1983. The other is the Transfer
Payments - Government category under the Balance of Payments (BOP) Statement in
the Korea's BOP and BOP Statistics by the BOK. In the context of the BOP, ODA grants
are government-to-government (G2G) transfer payments.

Korea's ODA receipts are the government's current transfer revenue. The BOP
Statement shows the Korean government's current transfer revenue from 1950 to
1982, including ODA grants.
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Let's take a closer look. In 1955, the Summary of Foreign Aid Received was first
published in the Economic Yearbook, and in 1984, it was included in the ESY. This
table was compiled by the BOK using monthly Program Status Reports issued by
Korean offices of US foreign aid agencies including the ECA and AID.

These are the statistics on the US aid to Korea. However, the statistics also
included aid provided by UN Korean Reconstruction Agency during the Korean War, as
UNKRA were under the management of by the US government.

This is the cover of the latest program status report available. It was issued on
June 30, 1960. The ICA's Korean office, a US foreign aid agency, wrote the report
covering the use of funds from the 1954 to 1960 US fiscal year. Additionally, it was
published annually in the International Trade Yearbook by the Korea International Trade
Association (KITA) under the title Status Table of Relief Efforts. It is a translation of a
report from the previous year's end.

The program status reports from the Korean offices of the US agencies recorded
the cumulative arrival amount at the end of each month. The grants given during the
year are calculated by subtracting the previous December's arrival amount from the
current December's arrival amount. The Summary of Foreign Aid Received from the
BOK provided information on grants given every year.

The new programs of AID or USAID ended in the 1979 US fiscal year (October
1978-September 1979) and their Korean offices also ended in September 1980. The
latest available figure in the Summary of Foreign Aid Received is from 1983.

Because the term aid had long meant grant to Koreans, the figures in this table
exclude concessional loans. In addition, ODA grants that were not managed by the US
government, such as grants of claim funds from Japan, and technical assistance from
the World Bank, are excluded.
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Even though the BOK compiled the BOP, transfers-government included grants that
were not managed by the US government. The BOP has been tracked since 1950, but
until 1959, only the total amount of current transfer revenue and government
payments could be found. More detailed information became available beginning in
1960. The tables in the 1987 edition of BOP Statistics are particularly detailed. The
transfer payments-government item is composed of claim funds (AID, PAC), technical
assistance, PL 480 Title | (US surplus agricultural commodity aid), and other aid. The
Summary of Foreign Aid Received included AID and surplus agricultural commodity aid.
In addition, the BOP incorporated claim funds, technical assistance, and aid from
non-US countries.

Based on details after 1960, the BOP has a broader scope that is more in line
with the recent ODA concept than the Summary of Foreign Aid Received. However,
claim funds were provided in the late 1960s and technical assistance was limited until
the early 1960s. The difference between the two statistics was minor in the 1950s
and early 1960s.

One note is that after 1974, the BOP's other category includes G2G tax transfers
and other item. This could lead to an overestimation of ODA grant.

We have compared the Summary of Foreign Aid Received, BOP statement and
OECD statistics. In the 1950s, the two Korean government statistics were identical
when there were no OECD statistics. OECD statistics began in the early 1960s, and the
three were comparable with slight difference.

In the late 1960s and early 1970s, the BOP was more similar to OECD statistics,
possibly because the Summary of Foreign Aid Received excluded Japan's claim fund
grants and aid from non-US countries.
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The BOP figures for 1976 and 1983 are significantly higher than those in other
statistics, implying that ODA grants after 1974 may have been overestimated. Since
the mid-1980s, OECD statistics have consistently reported higher ODA grants than the
BOP, implying that some ODA grants to Korea were not categorized by the Korean
government as G2G current transfers, which were included in the OECD's statistics.

Based on the comparisons, we will now create statistics on the ODA grants
provided to Korea from 1945 to 1999. For international comparison purposes, using
OECD statistics from 1960 onwards is ideal. This is because they align with official
Korean government statistics. However, the inclusion of Japan's claim fund grants to
ODA is a matter of researcher's discretion and depends on the study's nature.

For years prior to 1959, | used the statistics from the Summary of Foreign Aid
Received to obtain data from 1945. This method was used to create the graph's
current account.

We can find data on constant amounts without inflation adjustment after 1960 in
the OECD statistics as of 2020, which used each country's GDP deflators. The data
prior to 1960 had to be calculated manually. However, the GDP deflator was used
because the majority of data was received by the US. The GDP deflator for 2012 was
obtained from the economic indicator website provided by the Federal Reserve Bank of
St. Louis and converted to 2020 values to calculate the constant amounts from 1945
to 1959.

When the ODA grants to Korea from 1945 to 1999 are added, the total constant
amount is approximately $6.89 billion, which is approximately $38.28 billion at 2020
prices. After peaking in 1957, the trend of constant amount valued at 2020 prices has
continued to decrease.
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We have reviewed the ODA grants to Korea by comparing OECD statistics with
Korean government statistics. Next lecture, we will examine the statistics of ODA loans
received by Korea.
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2-3 ODA Concessional Loans to Korea

Hello, everyone. In the last lecture, we discussed the ODA grants to Korea. This
time, we will review the statistics of ODA concessional loans to Korea.

Starting with a $3.5 million loan agreement with the US Development Loan Fund
(DLF) in April 1959 to expand its communication facilities, Korea began to introduce
concessional loans. The scope of concessional loans included in ODA was not defined
until 1969. Moreover, Statistics on the loans were not compiled based on the
definition. OECD statistics on concessional loans rely on data provided by donor
countries.

Due to the Korean government's lack of statistics on concessional loans, they
cannot be compared with OECD statistics, unlike with grants. Instead, we will compare
statistics on public loans that include concessional loans to those from the OECD, in
order to identify the number of concessional loans.

Statistics on public loans have been collected since the 1960s, but they only
became consistent in the 1980s after statistical work was completed. Public loans are
managed by the Economic Planning Board (EPB), departments responsible for foreign
capital investment with the Ministry of Finance (MOF), and the BOK, which regulates
foreign exchange.
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These three institutions worked together to publish the External Debt White Paper
in 1986 and the MOF has managed statistical work since then. The External Debt
White Paper contained provisional figures. As a result of statistical work, the MOF
published the Current Status of Public Loan report in 1988. This report summarized
the annual contract amount, withdrawal or investment amount, principal repayment, and
balance. Aside from this report, there are two other statistics can be used. One is
included in the book Foreign Capital: A Thirty-Year History by the MOF and the Korea
Development Bank (KDB) in 1993. This book covered all other types of foreign capital,
including public loans, commercial loans, foreign direct investment.

It also presented public loan statistics by period of introduction, and the investment
amount figures up to 1972 were slightly revised when compared to the Public Loan
Status report. The repayment statistics in this book included principal and interest (P&l)
repayments unlike the report.

The other available statistic is the KOB's BOP statement. Public loan statistics are
included in the capital transaction item of the BOP statement. Public loan inflows
between 1960 and 1996 are found in the 1997 BOP Statistics and 1998 IMF BOK
Manual: Compilation Guide published by the BOK. Principal repayment has been
recorded since 1980.

We will compare these three sources with OECD statistics. First, gross loan. Gross
loans differed significantly from those statistics from the mid-1970s. Public loan inflows
increased rapidly until 1982, while OECD ODA gross loans peaked at around $30 million
in 1972, with a sharp increase in 1981 but no subsequent growth.
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Next, net loan. The Public Loan Status report, BOP statement, and OECD statistics
excluded principal repayments, whereas the book Foreign Capital: A Thirty-Year History
excluded P&l repayments. Net loans also differed notably from those statistics from the
mid-1970s. Public loans exceeded their original amounts in terms of both principal
payments and P&l repayments in 1985 and 1986, while ODA net loans turned negative
earlier in 1982.

The specific requirements for concessional loans caused these variations. To meet
the criterion of the minimum grant element of 25% at a 10% discount, the loan
should have a considerably low interest rate and a long maturity or grace period." The
Public Loan Status report for data up to the mid-1980s revealed a significant increase
in public loans with an annual interest rate of more than 8% since the mid-1970s. It
became challenging to meet the conditions for concessional loans.

The World Bank's economists proposed grant equivalent as an alternative to
determining whether a loan is concessional or not based on a minimum grant element
of 25% in the late 1990s. They calculated grant equivalents by subtracting the present
value of P&I repayments from individual public loans recorded in the CRS database.

The figures were calculated for each donor country between 1975 and 1995. Using
a similar method to theirs, | calculated grant equivalents for the period from 1959 to
1974 based on the individual public loans recorded in the "Public Loan Statistics"
report published in 1987. In the 1960s, the average annual grant element was around
30%, but by the late 1970s, it had dropped to around 10%.

This graph shows a comparison between the calculated grant equivalents and ODA
net loans. In the 1970s, grant equivalents were lower than ODA net loans, but in the
1980s, they were higher, reflecting the repayment burden.
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Comparing various statistics reveals the characteristics of public loans received by
Korea. Korea's public loan statistics did not adhere to international ODA standards.
Hence, the OECD's statistics are the only ones that can be used for international
comparisons. Although some statistics suggest that Korea received concessional loans
starting in 1959, their value was insignificant. As a result, using OECD data from 1960
onwards is acceptable. According to OECD statistics, Korea received a total of $5.7
billion in ODA loans from 1960 to 1999 in current prices, which equates to around
$17.7 billion in 2020 prices. In terms of ODA net loans, Korea received $700 million in
current prices, which is equivalent to about $10 billion in 2020 prices.

We have reviewed the statistics on ODA loans provided to Korea. By incorporating
the ODA grant statistics from earlier, we can estimate Korea's annual ODA flows from
1945 to 1999. Since OECD statistics provide data on the total ODA flow from 1960,
we can use the value.

Over the five-year period, Korea received $7.7 billion in current prices, which is
equivalent to nearly $49 billion in 2020 prices. Adding up the period after the armistice
agreement in 1953, the ODA flows in current prices is $6.9 billion, equivalent to about
$41.6 billion in 2020 prices.

The graph shows the trend of ODA flows to Korea. The constant prices hit two
peaks in the late 1950s and around the 1970s, then fell rapidly since the mid-1970s.

ODA had a significant impact on the Korean economy relative to its income level
and economic size until the early 1970s. However, from the 1980s, ODA often had a
negative impact and was no longer considered significant assistance. Even 20 years
prior to its removal from the DAC's recipient list, ODA flows had already significantly
reduced, resulting in losing its impact on the Korean economy.
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The ratio of grants to concessional loans underwent significant changes until the
mid-1970s, when ODA was substantial. Until the early 1960s, grants made up the
majority of net ODA, but their proportion decreased sharply afterwards and fell below
30% in the 1970s. Concessional loans covered the rest.

We looked at statistics on concessional loans and grants, as well as the trend and
size of ODA to Korea. Next time, we will compare the size of Korea's ODA receipts to
others and discuss the implications of such a comparison.

43




B2 A 2o o @

SEQUL NATIONAL UNIVERSITY

2-4 International Comparison of Korea's ODA Receipt size

Hello, everyone. We previously reviewed the trend and size of ODA grants and
concessional loans provided to Korea. In this lecture, we will compare Korea's ODA
receipt level with that of other countries.

Korea is an unusual example of a recipient country achieving significant economic
development through developed-country aid. Could it be that Korea achieved economic
growth because it received significantly more aid than other countries? This time, we
will try to answer this question.

Here is a summary of the statistics on Korea's receipts of ODA. Data for
post-1960 period was sourced from OECD statistics which compiled data from donor
countries, while the BOK Summary of Foreign Aid Received was used for the period
prior to 1959. Constant prices after 1960 were calculated using OECD statistics, while
the US GDP deflator was used for the period prior to 1959.

In 2013, Professor Kim Du-eol of Myongji University and | analyzed Korea's ODA
receipt flows and compared them to those of other countries using this method. The
findings were published in the Korean Journal of Economic Studies in 2014 with the
title ODA to Korea: Measurement and Comparison.

Let's look at the international comparison. Because this study was carried out in
2013, the base year for constant prices is 2010. In addition, this study net ODA flows,
the five-year average peak in net ODA, the highest net ODA received per capita, and
the highest net ODA received as a percentage of GDP.
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First, net ODA flows received by each country. Let's compare the data using
constant 2010 prices which excluded inflationary effects. The total amount of ODA
received by non-Korean countries was calculated using OECD statistics spanning the
years 1960 to 2010." In contrast, the data for Korea covered the period from 1945 to
1999.

It should be noted that Korea's total ODA receipts included years prior to 1960,
while ODA data for other countries only covered years after 1960. Due to this disparity
in data coverage, Korea's ODA receipts may be overestimated.

Since there is no comprehensive data available to accurately determine the total
amount of aid distributed globally prior to 1960, this issue is difficult to be addressed.
However, by considering the possibility of overestimating the comparison results, we
can gain valuable insights when analyzing the results.

According to calculations based on OECD statistics for 181 countries or territories
in 2010 US dollars, Bermuda received the lowest amount, totaling $26 million, while
India received the highest amount of $196.5 billion. The average for the 181 countries
was $16.8 billion. Following India, Egypt, Pakistan, Indonesia, Bangladesh, Vietnam, Iraq,
China, Tanzania, and Israel are among the highest net recipients of ODA.

In case of Korea, the ODA flows to Korea were calculated over two time periods:
post-1945 and post-1953, taking the Korean War into account. The total amount of
ODA received after 1945 was $45.6 billion, while after 1953 was $39.1 billion. Korea
ranked 18th and 23rd in terms of ODA receipts. As a result, the size of ODA received
by Korea was relatively high compared to other countries.

To fully evaluate the impact of ODA, it is essential to compare the concentration of
aid provided over a short period. This is because large amounts of aid delivered in a
short period of time may have a greater impact than smaller amounts over a longer
period of time.
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Let's now compare each country's five-year average peak in net ODA received. Iraq
ranked first in receiving the highest five-year average peak in net ODA, with an annual
average of $11.9 billion from 2004 to 2008. Aside from lIraq, other countries that
ranked high were Egypt, India, Afghanistan, Nigeria, Syria, China, the Democratic
Republic of Congo, Ethiopia, and Pakistan.

Korea's highest ODA receipts were during the five-year period from 1955 to 1959,
with an average of $18.8 million in 2010 US dollars. Korea's figures ranked 23rd out
of 180 countries. Kosovo, which has not received ODA for five years in a row, was
excluded from the comparison. Korea was among the countries that received a
relatively large amount of aid, both in terms of the total amount and short-term
concentrated aid.

However, aid effectiveness should be evaluated in terms of international
comparisons of ODA receipts, with aid proportional to population and GDP rather than
simply the absolute amount of aid received. Hence, the size of ODA proportional to
population and GDP was calculated in the same way as the five-year average peak of
net ODA.

The first outcome is the aid receipts per capita. Let's look at the Korea's annual
ODA receipts. The per capita ODA receipt peaked at $106 in 1957 in 2010 US dollars
and then dropped sharply to around $50-60 in the 1960s, continuing to decline after
the mid-1970s. Korea received an average of $50-60 per year in ODA for about 30
years from 1946 to the early 1970s, when ODA were meaningful in practice.
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For international comparisons, the study used OECD statistics to calculate the
five-year average of each country's ODA receipts and then divided it by the population
of the reference year to find the highest amount. Penn World Table 8.0 was used for
population data of each country. 134 countries are included in both OECD statistics
and PWT. Of the 47 excluded countries, Afghanistan ranked 4th and Algeria ranked
13th in terms of ODA receipt five-year average peak, but they received relatively low
amount of ODA.

Korea ranked 74th out of 134 countries with $83 in per capita five-year average
net ODA receipts between 1955 and 1959. When ODA receipts are compared on a per
capita basis, Korea's ranking fell significantly, indicating that the aid provided to Korea
was not large in proportion to its population.

Bahrain had the highest per capita net ODA receipt on five-year average, at $1,317
from 1980 to 1984. Jordan, Suriname, Israel, and Oman were among the other top
recipients. India and Egypt were high recipients of ODA, but fell to 121st and 33rd,
respectively, when taking population into account.

Next is the size of aid relative to economic size, or GDP. As net ODA was
estimated in 2010 US dollars, GDP must be translated to constant dollars. Real GDP
converted by purchasing power parity at constant 2005 US dollar prices, as provided
by the Penn World Table 8.0, was used for the analysis.

Korea's net ODA received since 1953 were compared to its GDP using this method,
and the highest level was in 1957 at 8.5%. Similar to the per capita net ODA result,
this indicator shows that Korea received the greatest proportion of ODA in relation to
its economic size in the late 1950s. Afterward, the proportion declined rapidly and fell
below 1% by the mid-1970s.
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The study used OECD statistics to calculate the five-year average of Korea's ODA
receipts, then divided it by its GDP of the reference year to identify the peak amount.
When compared to other countries over a five-year period, Korea received its highest
net ODA of 7.0% to GDP between 1954 and 1958. Korea's ranking was 49th out of
134 countries. It's ranking dropped significantly when comparing its GDP to the ODA
provided, similar to when population was considered. This suggests that Korea's ODA
receipts were not significant.

Malta recorded the highest net ODA receipt per GDP over a five-year period,
peaking at 201.6% between 1961 and 1965. In addition, Equatorial Guinea, Sao Tome
and Principe, Liberia, and Cabo Verde were among the countries that recorded the
highest net ODA receipt per GDP. India and Egypt were high recipients of ODA, but fell
to 101st and 20th, respectively, when taking GDP into account.

Here are the findings from comparing Korea's ODA receipt level to other countries.
Korea ranked in the top 20 among ODA recipients worldwide, in terms of the absolute
amount of ODA received. A significant portion of the global ODA since World War I
has been allocated to Korea. However, when considering its population and economic
size, Korea's ODA receipts were relatively low and fell within the median range.
Geoffrey Sachs, author of The End of Poverty, has advocated for the so-called Big
Push theory. The theory proposes that significant and simultaneous investment in
various sectors can break the cycle of poverty. However, Korea's economic growth
cannot solely be credited to the Big Push theory as ODA that Korea received was not
as high as other recipients. This is because many recipients which received far more
ODA than Korea failed to achieve significant and sustained economic growth.

If Korea's long-term economic growth can be attributed to ODA, it would suggest
that Korea utilized aid effectively despite receiving less ODA than other recipients. It
also implies that, unlike many other developing countries, Korea would have
well-managed utilization of aid and prevented leakage by regulating corruption.
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That is why we should look not only at the amount of aid provided to Korea, but
also at how it was used. We will cover Korea's aid management system, policy
coordination between aid agencies and the government, and rule-setting for aid
allocation in detail during this course.

So far, we have compared the size of ODA to Korea with that to other countries
and discussed its implications. In the following lecture, we will examine the size of ODA
provided by Korea.
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2-5 Korea's ODA Contributions

Hello, everyone. Last time, we compared the size of ODA to Korea to that of other
recipient countries. This time, we will compare Korea's ODA to that of other donor
countries.

Korea joined the OECD DAC in 2009. However, Korea was already providing aid as
a donor in the 1960s, despite receiving significant aid at the time. The Korean
government provided its first aid in 1963 by inviting eight technicians from developing
countries with support from US AID.

In 1987, the Act on International Development Cooperation was passed and the
Economic Development Cooperation Fund (EDCF) was established as a result. The EDCF
provides concessional loans. Korea's ODA provision began in 1987, according to OECD
statistics. The statistics rely on data reported by donor countries. Hence, OECD
statistics on the size of Korea's ODA is considered official statistics from the Korean
government.

Starting with $23.51 million in 1987, Korea's ODA provision has steadily increased
over time. In 2020, Korea provided about $230 million in ODA, which was around 47
times higher than in 1987 when not adjusted for inflation.

Korea increased its ODA contributions significantly before joining the OECD in 1996,
but it increased even more after the late 2000s. As the global focus on expanding
ODA increased, Lee Myung-bak administration responded actively to this trend. An
analysis of Korea's ODA size every five years since 1987 indicates that the most rapid
increase occurred between 2007 and 2012, growing by 2.5 times. Following that, the
period from 1992 to 1997 increased 2.2-fold, while the period from 1987 to 1992
increased 2.1-fold.
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The DAC currently has 29 member countries. Although the year that Korea joined
the DAC was 2009, we will compare its ODA to the other 28 current members.

In 1987, Korea's ODA provision of $23.51 million ranked last among 22 countries
with available statistics. Korea remained around 20th rank until the early 2010s, but it
has since risen to 15th place. As a result, Korea has risen from a lower position to
the middle ranks.

Let's now compare Korea with Japan. In 1987, Korea's ODA size was only 0.3% of
Japan's. This ratio gradually increased, reaching 4-5% in the mid-2000s and rising to
24% in 2018.

We should also consider Korea's ODA size increase in relation to its gross national
income (GNI). Ratio data is only available up to 2017. In 1987, Korea's ODA to its GNI
was only 0.02%. The figure was significantly lower than the DAC country average of
0.33% at the time.

The ratio gradually increased thereafter, reaching 0.06% in the first half of the
2000s. Lee administration's ODA expansion policy increased the ratio significantly.
Therefore, in 2010, it exceeded 0.1%, and in 2016, it even recorded 0.16%. While
Korea's ratio of ODA to GNI was rising, the average for DAC countries was lower, in
fact, at around 0.3% compared to 0.33% in 1987.

Where does Korea rank in terms of ODA size to its GNI among the 29 DAC
countries? Korea was at the bottom among countries for which statistics were from
1987 to 1997 and until the mid-2000s. Korea ranked 22nd or 23rd in the 2010s, with
a small increase. However, in 2017, the last year for which statistics were available,
Korea's ranking fell again to 26th place. In 2017, countries ranked behind Korea were

all former socialist countries in Eastern Europe such as the Czech Republic, Hungary,
and Poland.
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Korea's ODA rose to a mid-level position in absolute terms, but it remained in the
lower ranks in proportion to its economic size, which contrasts sharply with its past
when it received large-scale aid. Regardless of other issues, Korea should consider
what it can do to become a responsible member of the international community.

We reviewed Korea's ODA trends, including comparisons with other countries. Next
time, we will look at survey results that show how Koreans perceive ODA.
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2-6 Perceptions of Koreans on ODA

Hello, everyone. We reviewed the trend of Korea's ODA in the last lecture. This
time, we will look at the findings of a poll on how Koreans perceive ODA.

Public support is essential for stable ODA policy implementation. To gauge public
awareness of ODA policies, their objectives and operations, and the adequacy of budget
allocation, the Korean government conducted nine surveys on public perception of ODA
between 2011 to 2021, excluding 2018 and 2020.

The 2021 poll consisted of face-to-face interviews with 1,000 Koreans aged
between 19 and 79 nationwide, conducted from November 1 to 19. This survey
covered several categories related to ODA, including awareness, perceived necessity,
size and effectiveness, and information acquisition.

Let's first examine the public perception of ODA. In the 2021 poll, 64.3% of the
respondents were aware of Korea's provision of ODA to developing countries. 11.5%
had a strong awareness, while 52.7% having some awareness. Comparing the results
from the surveys conducted since 2011, the awareness of ODA decreased after 2012,
hitting a low of 47.2% in 2016 before increasing again.

In addition, 67.7% were aware that Korea had received ODA from the international
community for several decades in the past, However, this percentage decreased from
80.9% in 2019. For other ODA aspects, 47.4% were aware of Korea's participation in
OECD DAC. Only 34.6% were aware of the UN SDGs for 2030. However, these
percentages are higher than in 2017 and 2019.
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Moving on to the perception of the necessity of ODA. In the 2021 poll, 76% of
respondents agreed with the provision of ODA. 9.1% strongly supported and 67.0%
moderately supported it. However, the proportion of those in favor has gradually
decreased in comparison to past surveys, except for 2017.

When asked why they supported ODA, 28.6% cited Korea's previous benefit from
foreign aid. Compared to past surveys, this proportion is decreasing. Another common
reason for supporting ODA was to help developing countries reduce poverty and
promote international stability and coexistence.

Respondents who opposed ODA were also asked why. 35.6% of them responded
that Korea is not yet financially prosperous enough to provide aid. However, this
proportion is decreasing compared to previous surveys. The next most common
reasons given were that domestic issues are more important and that aid does not
reduce poverty in developing countries.

Regarding the size of Korea's ODA, 66.3% of respondents said it should be
maintained at the current level. 19.4% preferred a reduction while 14.2% preferred an
expansion. Excluding 2015, maintaining the current level was the most common
response. Until 2017, expanding ODA was more favored than cutting it, but this trend
was reversed in 2019 and 2021.

The National Opinion Poll also solicited responses on various aspects of ODA
effectiveness. The question that received the most positive responses was whether
ODA helps people and societies in developing countries become self-sufficient. The total
rate of agreement on the question reached 86.1%, with 24.4% strongly agreeing and

61.7% mildly agreeing.
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The next most popular questions were whether ODA improves Korea's international
image, strengthens Korea's diplomatic relations, and activates the global economy. This
category was added for the first time in 2019, and the positive response rates for all
four aspects fell.

The survey also explored how people acquire information related to ODA. Only
29.5% of respondents had accessed Korea's ODA-related information, while 70.5% had
not. This is the opposite of the trend observed in 2011 and 2012, where more
respondents said yes than no. However, since 2013, no has been more common than
yes. The gap narrowed at times, but it widened again.

With 76.4%, television was the most popular channel for accessing ODA-related
information. The internet, including social media, came in second with 52.6 %, followed
by civil or charitable activities with 20.6 %. However, access through the internet has
rapidly increased since 2019.

This poll also asked about respondents' interests in information related to ODA.
Respondents were most interested in whether ODA projects actually benefited the least
developed countries with 55.2% and if the budget was used efficiently with 54.8%.
Next in interest were whether recipient country residents were satisfied, what benefits
Korea gained, and whether the project was well-managed after. completion.

Previous surveys also showed that the recipients were most interested in actual
benefits and the efficiency of utilization. The item resident satisfaction in recipient
countries was added for the first time in 2014. Only about 10% chose it in 2017, but
this rapidly increased to 30.8 % in 2019 and 425 % in 2021. This implies that
Koreans became more concerned with the satisfaction of locals.
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In conclusion, we have reviewed the public perception of ODA in Korea. The next
lecture will focus on the establishment and evolution of the aid implementation system
in Korea for US aid until the early 1960s following the liberation. Thank you.
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