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US Aid and CEB

3-1 Aid Prior to Korean War

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

In Week 3 lectures, we will examine the reality of foreign aid in the 1950s, when
the Korean economy was highly dependent on it, from a variety of angles. Today's
lecture will focus on the establishment and evolution of the aid implementation system
in Korea for US aid.

The keyword for today is the Combined Economic Board (CEB). To maximize aid
effectiveness, the US not only provided aid but demanded policy changes from the
Korean government. The CEB was the organization through which the US aid
authorities and the Korean government discussed and decided on effective policies.

We will review the situation prior to the formation of the CEB, which was
established during the Korean War, as well as its formation, activities, and eventual
dissolution.

This table comes from the BOK ESY titled the Summary of Foreign Aid received.
Several foreign aids to Korea are listed under the title. The first aid was GARIOA, or
Government Aid and Relief in Occupied Areas.

After Japan's defeat in World Wars I, the area of south of the 38th parallel in
Joseon, previously a Japanese colony, became a US-occupied zone. GARIOA referred to
relief aid including food, provided in the US-occupied areas such as Korea, Japan, and
Germany, and was executed by the US Department of Army.
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As the occupying forces directly executed GARIOA aid, policy coordination between
the aid provider and the recipient was not required. Following the establishment of the
Republic of Korea's government in August 1948, coordination issues arose. Korea was
no longer an occupied territory, and the US Army had to transfer aid executive
authority to the ECA, the US foreign aid agency at the time. The purpose of aid also
had to shift from relief to economic revival.

In accordance with applicable laws, the US government entered an agreement with
the Korean government to provide the ECA aid. This is the ROK-US Agreement on Aid
signed and ratified in December 1948. The agreement was reached after more than
two months of negotiations that began on October 4.

Predictably, the agreement consisted of requests or demands made by the US
government, as the aid provider, to the Korean government, as the aid recipient. For
instance, in Article 2 of the agreement, the Korean government promised to effectively
utilize both the US aid and all available Korean resources to enhance and stabilize its
economy. The details covered matters such as budget balance, currency issuance
control, foreign exchange and exchange rate policies, and food policies.

Article 4 required the Korean government to consult with the US aid representative
for its export-import plan and obtain consultation and approval from them in allocating
foreign exchange. In the politics of Korea, a newly independent country with a strong
public sentiment that feared falling back into foreign dependency, such provisions were
inevitably very sensitive.

According to the negotiation minutes the US NARA, the Korean delegation
expressed concerns about the US draft agreement and the possibility of interference in
its domestic affairs. In the third negotiation held on October 13, the Korean officials
objected to a clause requiring the effective use of not only US aid but also all Korean
resources, and asked whether this clause was specified in US law or only in the
agreement with Korea.
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The US responded that although the clause was not explicitly stated in US law, it
was implied in several clauses, citing the agreement with Austria as an example. The
US also emphasized the need for efforts beyond aid, including fiscal reform, to
facilitate Korean economy reconstruction.

The Korean officials acknowledged the need for such efforts but were concerned
that the statement could be perceived as interference in domestic affairs. However, a
compromise was eventually reached with modifications to the wording, and the clause
was included in Article 2 of the agreement. It is clear that the US' intentions, as the
donor, were strongly reflected.

In addition, Article 3 stated that the US government would appoint a representative
in Korea. It also stated that the appointed representative and their staff would assist
in effectively utilizing Korea's resources and the US aid. In accordance with this clause,
the ECA Mission to Korea began its operations as the local agency responsible for
providing aid to Korea, starting on January 1st, 1949. The Mission was under the ECA
headquarters in Washington and the jurisdiction of the US Embassy in Korea.

The representative of the Mission was Arthur C. Bunce, who had served as an
economic advisor to the US Army military government. Bunce was invited by the YMCA
to work for rural revitalization in the Hamhung area for six years prior to Korea's
liberation. Bunce's expertise as a Ph.D. in agricultural economics was highly valued by
the US Department of State when he was appointed as an economic advisor.

The Mission was composed of about 200 staff. This is its organizational chart. This
chart was included in a US official document, along with an explanation of its
functions. The representative of the Mission was responsible for planning and
implementing successful economic assistance programs for Korea. The program review
staff integrated and continuously reviewed economic assistance programs in light with
Korea's economic recovery goals and overall economic situation.
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There were two deputy representatives at the Mission. The operation deputy was
responsible for the activities of operating departments, such as power, food and
agriculture, mining and industry, transportation and communication, supply and
distribution, and technical training. The finance deputy oversaw the trade and finance
department for exports and finance, and the planning and coordination department for
imports. Thus, the ECA aid program aimed to support the Korean economy as a whole.

What were the actual outcomes of the aid program? This table from the BOK
Economic Yearbook shows the amount of aid by item classification from January 1,
1949, to September 30, 1951. Based on composition, agricultural products, including
fertilizers, were the most prominent item. They accounted for a notable 36%.

Under Japanese rule, Joseon was a significant exporter of rice to Japan. After
liberation, Korea became a food shortage country. Despite the considerably increased
population from the return of Koreans from Japan, chemical fertilizers that had
previously been supplied from the north were no longer available. As a result, fertilizers
were urgently needed for food production.

Textiles and products were another item with a high composition ratio. Joseon used
to export cotton products before its liberation. As cotton textile factories were
primarily situated in the south, the division between South and North had little impact.
The difficulty was in sourcing raw cotton. Though Joseon produced some raw cotton
before liberation, the majority was imported from countries such as India. To ensure a
consistent supply of clothing, which was second only to food, securing raw fiber
materials, particularly cotton, was crucial.

Fuel ranked third in terms of composition ratio. South Korea only produced
non-coking coal as fuel and had to import petroleum and coking coal. Fuel was crucial
for restoring transportation systems.
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As such, Before the Korean War, the US aided the newly independent Korean
government through the ECA. However, the Korean War led to significant changes in
the implementation of aid in Korea. The military again took control of aid. That is why
the aid provided by the ECA was markedly higher in 1949 compared to 1950 or 1951.

During the Korean War, responsibility for aid delivery shifted from the ECA to the
MSA, and then to the FOA. As a result, the ECA Mission to Korea was dissolved in
April 1951.

We discussed the aid agreement between Korea and the US after Korea's
independence in 1948, and the subsequent establishment and activities of the ECA
Mission to Korea. Next time, we will look at how aid implementation in Korea changed
in response to shifting US aid goals during the Korean War, with a focus on the CEB.

32

Al NS

RN TR
NODN PR/ X
= N S
= ‘%‘ RSN =4,

2. w9 Jo RN




B2 A 2o o @

SEQUL NATIONAL UNIVERSITY

3-2 Establishment of CEB and OEC

Hello, everyone. Last time, we examined the aid agreement between Korea and the
US after the Korean government was established in 1948, and the establishment and
activities of the ECA Mission to Korea. This lecture will center on how the aid
implementation system in Korea changed in response to shifting US aid goals after the
outbreak of Korean war, with a focus on the CEB.

The Korean war that erupted on June 25th, 1950, altered the nature of aid again.
Because of the widespread devastation, relief became the primary goal of aid once
more. Furthermore, the deployment of US-led UN forces in Korea resulted in increased
military involvement in aid delivery.

In July 1950, the UN Security Council resolved to provide military and economic aid
to Korea through the Unified Command. The CRIK, or Civil Relief in Korea Program,
which is listed in the BOK Summary of Foreign Aid Received, was relief aid provided
through the Unified Command.

UNKRA is listed alongside CRIK in the table. During a period of relative stabilization
at the end of 1950, the UN Korean Reconstruction Agency (UNKRA) was established in
accordance with a UN General Assembly resolution. It aimed to rebuild the Korean
economy, including the North Korean region.

However, the situation was stalled due to the participation of the Chinese People's
Volunteer Army, and UNKRA couldn't proceed until the July 1953 armistice agreement
was signed. More details will be provided in the next lecture during the review of the
Nathan Report.
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Although the UNKRA was initially tasked with assisting in reconstructing the Korean
economy after the war, its activities were limited due to overlap with the already active
ECA. The US government withdrew the ECA Mission to Korea in January 1951 due to
this reason. The Mission was disbanded in April 1951, despite opposition from the US
Ambassador to Korea. Some functions were transferred to the UNKRA, and some to
the UN Civil Assistance Command in Korea (UNCACK) under the command of the UN
forces.

When the ECA aid program ended in early 1951, Korea and the US negotiated a
new aid program. However, the counterpart for this negotiation was not the US
government but the UN Commander-in-Chief. Consequently, the US Army drafted the
agreement, but negotiations with the US Department of State, which was responsible
for diplomatic relations, were also necessary.

The actual draft of the agreement was finalized at a meeting in Tokyo in July
1951. The meeting was attended by officials from the US Army, Department of State,
the US Embassy in Busan, the US Eighth Army in Korea, UNKRA, and other relevant
agencies.

The UN Commander-in-Chief emphasized importance of maintaining the same level
of authority over foreign exchange control as in the previous ROK-US Agreement on
Aid. As a result, the following clause was included in the draft as a Korean
government obligation. The periodic distribution of foreign exchange by category of use
is conducted with the agreement and approval of the UN Commander-in-Chief.

In November 1951, the Korean government and the UN Command met in Busan.
However, the Korean government continuously objected the foreign exchange control.
Nine rounds of negotiations took place in November, but they all failed and were
suspended.
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The Korean government took a firm stance on a clause in the 1948 aid agreement,
which the US government found difficult to suppress. This could be attributed to
Korea's increased importance in US East Asian security policy as a result of the Korean
War.

After negotiations stalled in late December 1951, Korean Prime Minister Heo Jeong
wrote to the UN forces proposing a revision to the problematic foreign exchange
control provision. The proposal suggested using foreign exchange obtained through aid
from a jointly established plan, while allowing the Korean government to use other
foreign exchange for specified objectives such as stabilization.

After the UN forces reviewed it, negotiations resumed in February 1952. The UN
forces proposed an amendment to establish a joint committee between Korea and the
UN command to regularly determine the priority of foreign exchange use by the
government and private sector, and for the Korean government to distribute it
according to these priorities. This amendment eventually served as the foundation for
the CEB.

However, the amendment still fell short of the Korean government's demand for
independence in the use of foreign exchange beyond aid. The ten rounds of
negotiations in February 1952 failed as both sides remained entrenched in their
positions, leading to suspension.

While the talks were deadlocked, the Korean economy was suffering from severe
inflation. The main cause of inflation was the Korean government's increased issuance
of currency to lend to UN forces in support of their activities. Due to the urgent need
for aid materials to stabilize the Korean economy, the US government dispatched a
new negotiating team in the midst of the suspended talks.
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Clarence E. Meyer was appointed as the representative of the new negotiating
team, recommended by the US Ambassador to Korea and the UN Commander. Meyer
previously worked as a Japanese branch manager for an oil company and as the US
representative on a delegation investigating economic conditions in Taiwan and the
Philippines. Meyer was appointed due to his extensive knowledge and experience in the
Asian region.

Meyer's delegation visited Korea in April 1952 and presented a revised proposal for
the establishment of the CEB. After several rounds of negotiations, the Economic
Coordination Agreement between the Republic of Korea and the United Command was
signed on May 24th.

The CEB was established based on this agreement. The CEB was composed of one
representative from Korea and one from the UN Command. Its primary function was to
facilitate efficient economic coordination the two entities.

The agreement stipulated that the CEB would serve as a coordinating and advisory
body rather than an implementing agency. This phrase reflected the Korean
government's stance on aid donors intervening in economic policies, particularly the use
of foreign exchange. By requiring the Korean government to consult with the CEB, the
UN Command, representing the US, was able to gain some control over foreign
exchange.

The CEB's first UN representative was a military officer, Thomas W. Herren, and
the Korean representative was the Minister of Finance, Baek Du-jin. On June 27, 1952,
a preparatory meeting was held, followed by the first official meeting on July 3. The
UN Command Chief of Staff and the Korean Deputy Chief of Staff also attended the
meeting.
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The initial meeting established regulations for the CEB's location, standard
procedures, the formation of committees and appointed the UN Command's Chief of
Staff. Regular meetings were scheduled every other week, but this was not strictly
adhered to.

About a year later, on July 27, 1953, an armistice agreement was signed. Thus, aid
to Korea had to be refocused sharply from relief to reconstruction. The UNKRA's goal
was to provide reconstruction aid, but changes in the US political environment
weakened its position, causing a shift in emphasis to US aid itself. Immediately after
the armistice, the US foreign aid agency was restructured as the FOA. The US decided
to provide FOA aid to Korea.

The start of FOA aid raised the issue of aid agency collaboration and coordination.
According to the BOK Summary of Foreign Aid Received, CRIK aid continued while the
UN forces were still stationed in Korea. Despite the UNKRA's weakened status, it began
activities such as cement factory construction. In this context, with FOA aid underway,
aid programs needed to coordinate to improve aid efficiency.

During the armistice negotiations in April 1953, the US dispatched a delegation led
by Henry J. Tasca to resolve this issue. Tasca was a European economic expert who
participated in the European Recovery Program under the Marshall Plan after World
War II. In June 1953, Tasca presented the Tasca report to the US President, based on
Korean government and UN Command data and its own investigations.

The introduction of the report clearly stated the purpose of the aid to Korea.
Namely, it was to increase the Korean military to 20 divisions after 1954 and to
establish the necessary economic foundation to maintain them. The report also
indicated that Korea would have to strengthen its economic power to counter the
North Korean military. Thus, aid was essential to achieve this goal in a short period of
time.
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Moreover, it recommended establishing a special representative office in Korea to
coordinate aid programs that were being proposed at the time. The special
representative was accountable to the US President and the UN Commander-in-Chief
for overseeing and coordinating all economic aid programs provided to Korea, while the
CEB acted as a deputy for the UN Commander-in-Chief.

Both the US Department of State and the UN Command opposed Tasca's proposal.
The Department of State criticized it for neglecting the necessary changes to the
organization and functions of the UN Command after the war. The UN Command
argued that the special representative should only serve as an economic advisor to the
UN Commander-in-Chief.

However, the US government eventually agreed to Tasca's proposal. Hence, the
Office of Economic Coordinator (OEC) was planned as the special representative office
proposed in the Tasca report. As a result, the OEC was established in August 1953
with C. Tyler Wood, the former Assistant Administrator of the European ECA under the
Marshall Plan, appointed as its first economic coordinator.

The OEC served as a local department for US economic aid until July 1959, when
it was reorganized as the US Operations Mission to Korea (USOM). The organizational
chart from around 1956 displays administrative departments such as the Bureau of
Economic Policy, Planning, and Planning and Coordination, as well as technical operation
departments such as the Bureau of Reconstruction Technology, Agriculture, and
Government Services. The OEC began with approximately 30 employees, but during its
period of greatest expansion in the late 1950s, the number of directly employed
personnel grew to over 300.
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Tasca proposed to revise the Economic Coordination Agreement and enhance the
authority of the CEB. He believed that expanding the participation of Koreans would be
crucial in the aid operation process to increase the effectiveness of economic
development aid. That is why he proposed to enhance the CEB's authority and allow
for equal participation of Koreans in the committee to facilitate effective coordination
between Korea and the US. However, the US government held a different perspective.

It was clear that s new agreement was required due to changes in the aid
program. Therefore, Wood, who assumed the position in August 1953, began
negotiating a new agreement with Baek Du-jin, a Korean economic coordinator.
Regardless, the US did not intend to ensure equal Korean participation, as proposed by
Tasca.

Negotiations also faced exchange rate setting issues, which will be covered in a
later lecture, and were concluded just four months later in December. The result was
the CEB Agreement for a Program of Economic Reconstruction and Financial
Stabilization.

The agreement highlighted financial stability as a shared goal for Korea and the US
to pursue. Both sides agreed to make efforts to align their reconstruction investments
with financial stabilization plans and to reduce budget deficits. In particular, the
counterpart fund had to be credited in Korean currency units equal to the amount of
aid provided, so it could only be used according to the CEB's agreement.

As a result, the CEB was established and its role was defined by the Economic
Coordination Agreement in May 1952 and the CEB Agreement in December 1953.
During that time, the OEC was also established to coordinate various US aid programs
as recommended in the Tasca report. Thus, the implementation system for large-scale
US aid to Korea was established in the 1950s.
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So far, we have examined how the local aid implementation system changed after
the outbreak of the Korean War. Next lecture, we will cover the activities of the CEB,
which played an important role in Korean economic policy in the 1950s.
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3-3 Activities of the CEB

Hello, everyone. Last time, we looked at the establishment of the CEB and the
OEC. This time, we will review the activities of the CEB, which was established by the
1952 Economic Coordination Agreement.

The CEB was involved in almost all major economic policies during the 1950s, and
this is not an exaggeration. This was due to the importance of aid in the Korean
economy at the time.

Before we continue, let's briefly look at the US government documents. The US
government preserves and manages old documents and records at the NARA. The
NARA has several branches, and documents related to US foreign aid agencies are
stored in a branch located in College Park, Maryland.

The documents are classified into record group (RG) based on the agency that
created them. We will examine the CEB's activities using RG 469, which contains
records of US foreign assistance agencies. The document includes the former agencies
of the current USAID, ranging from ECA to ICA.

A document group is divided further into entries. The documents that were stored
by department within the organization are also preserved in entries. For example, Korea
subject files that were handled by FOA or ICA Mission to Far East are preserved in
Entry 422 at NARA.

In order to review the CEB's activities, we will use entries of 1277DH, 1277MA,

1277NA, 12770B, and 1277RA. Entries starting with 1276 and 1277 were kept in the
Korea offices of the US aid agencies, specifically the OEC or USOM.
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Entry 1276 contains a wide range of documents that the offices classified into
topics, whereas entry 1277 mainly pertain to the CEB. The 1277 entries are further
classified by plenary meetings, committee, agenda, minutes, and related records. The
CEB plenary meeting minutes are contained in entry 1277DH, the Finance Committee
(FIN) meeting minutes in 1277MA and 1277NA, the Overall Requirements Committee
(ORC) in 12770B, and the Relief and Aid Goods Committee (RAG) in 1277RA.

Each entry is subdivided into files, and multiple files are contained in a box.
Documents are placed inside the files, and that each file is labeled with a title.

For meeting minutes, the entry usually includes minutes inserted into a file in a
suitable amount by year, with each file labeled with the corresponding year. The first
file for entry 1277DH, which contains meeting minutes from the CEB plenary session,
is titled CEB-Minutes 1952-1953. The file title for entry 12770B, which pertains to the
meeting minutes of the ORC is CEBORC-Minutes 1952.

Having to travel to Maryland in the US to view these documents would be very
inconvenient for researchers. Fortunately, the National Institute of Korean History
duplicated most of the documents related to Korea and is providing access to them
through the Archives of Korean History website.

Since the Archives contains a variety of materials in addition to NARA documents,
it is important to know how to locate them. The Archives organizes materials
hierarchically into groups, series, categories, and items. In the case of the CEB plenary
session meeting minutes, the material group is Document Group 469, the series is
1277DH, and the category is the file title CEB-Minutes 1952-1953. There is a material
category, but no material item.
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Since documents are organized hierarchically and assigned entry codes, they are
easy to locate. For instance, if you search for 1277DH, one series will appear, and by
clicking on it, 58 files in the subseries will be displayed. By clicking on each subseries,
you can view the title of each file, and by selecting the file, you can access the digital
original.

Let's now discuss the CEB's activities using meeting minutes preserved by the US
government.

The CEB held its first meeting on July 3, 1952, with US representative Herren and
Korean representative Baek Du-jin in attendance. Its official meetings were held ten
times in 1952 and three in 1953 but did not convene again until its 14th meeting on
June 14, 1956.

This was because the Korean representative, Baek Du-jin, was skeptical of the
committee's operations. According to Baek's memoir, he complained to the US
representative, C. Tyler Wood, that the committee was taking up too much time.

Since the Korean government was the driving force behind its economy, it was
unnecessary to consult with US aid officials on every issue. Only agreement on
fundamental principles was required. He believed that fewer meetings would suffice
because the CEB Agreement had already established principles for economic
reconstruction and financial stability.

However, the two representatives still had some issues to decide together. In such

cases, they preferred to discuss and make decisions through direct oral or written
communication instead of holding formal meetings.
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However, the committee was actively used by William E. Warne, who succeeded
Wood in July 1956, and Kim Hyun-chul and Song In-sang, Korean representatives as
Reconstruction Ministers after 1956. Warne was involved in the practical affairs of the
New Deal policy following the Great Depression, and later in the Truman
administration's Point Four program, which provided technical assistance after World
War |Il. Afterwards, he served as an economic coordinator in Iran, Brazil, and then in
Korea.

The CEB plenary meetings were very active after Warne took office. There were
five plenary meetings in August alone, four in September, and five in October, with
meetings held every week. Weekly meetings continued during and after Warne's tenure,
even after his replacement by Raymond T. Moyer in August 1959. The annual number
of the CEB plenary meetings reached 51 in 1957, 46 in 1958, and 51 in 1959.

At the December 18, 1957 meeting, Song In-sang, William E. Warne, three
secretariat members, as well as 18 Korean officials, and 19 US personnel as observers
attended. 10 policy documents were adopted at that time. They included the additional
release of 3 billion hwan for the rice price stabilization program, procedures for
controlling aid materials stored in bonded warehouses, technical cooperation for the
1958 fiscal year, and the allocation of ICA counterpart funds.

Most of these policy documents were agreed upon by committees and then
presented for final approval. For example, the FIN agreed to release an additional 3
billion hwan for rice price stabilization, and the ORC agreed to technical cooperation for
the 1958 fiscal year. Before presenting the case of ICA counterpart fund release, it
was first agreed upon by the ORC, and then by the FIN.

Although no CEB plenary meetings were held during Wood's tenure, committee
meetings were continued. The main committees were the ORC, RAG and FIN.
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The ORC, formed in July 1952 was responsible for discussing the detailed
adjustments of aid programs. The US representatives were the OEC Director for
Operations, and the Korean representatives were initially the Director of Office of
Planning and later the vice minister of the Reconstruction.

The meeting minutes of the ORC are available from 1952 to 1958, and 1960. The
number of meetings held each year was 6 in 1952, 14 in 1953, 5 in 1954, 18 in
1955, 32 in 1956, 28 in 1957, 20 in 1958, 33 in 1959, and 18 in 1960.

The number of meetings increased after Baek Du-jin's left. However, it is worth
noting that meetings were regularly held every year during his tenure as well. This
indicates that practical matters still needed to be resolved, such as importing urgent
aid supplies, adjusting initial investment amounts, and utilizing counterpart funds.

Nonetheless, the ORC held only five meetings in 1954, which could be attributed to
the significant conflict between Korea and the US over aid implementation during that
period. The minutes of the ORC meetings held in 1954 exposed the tense relationship
between Korea and the US.

For instance, during the 22nd meeting on January 19, the US OEC Director for
Operations stated that the Korean Prime Minister had sent a letter to the Korean ORC
staff opposing the US proposal for implementing CRIK aid and suggested discussing
the matter. Furthermore, the US OEC Director expressed concern about the Korean
government's failure to comply with the CEB Agreement on the use of foreign
exchange.

Similar to the ORC, the relief RGA, which held its first meeting in July 1952, was
tasked with planning the introduction, distribution, and pricing of relief goods, with a
primary focus on inflation control. The US representatives was the OEC special adviser,
and the Korean representatives were initially the Minister of Social Affairs and later the
Director of Office of Supply.
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The RAG meetings were held on a yearly basis like the ORC. Especially until 1955,
the RAG meetings proceeded more than twice a month on average, including 24 in
1952, 42 in 1953, 34 in 1954, and 25 in 1955. The RAG meetings were held more
frequently than the ORC. Because of the damages caused by the Korean War, the
import of relief goods was a critical component of aid programs.

Petroleum products for transportation were also one of the crucial relief items As a
result, petroleum product issues surfaced frequently in the RGA meeting minutes. For
example, at the January 7th meeting, an investigation team reported on the petroleum
black market. On January 10th, additional proposals for petroleum distribution and
pricing for the month were discussed and approved.

On January 21st meeting, there was another report about the petroleum black
market, and proposals regarding petroleum distribution and pricing for February and
March were discussed and adopted. The RAG also discussed the pricing of imported
fertilizers.

However, the number of RAG meetings held decreased over time to 18 in 1956
and 12 in 1957. Due to the progress made in economic reconstruction, the demand
for relief goods decreased. Finally, on December 18, 1957, the CEB plenary meetings
decided to disband the RAG. Therefore, the planning and distribution tasks of the RAG
were transferred to the ORC, while the pricing task was assigned to the FIN.

The FIN was established in August 1952, slightly after the ORC and RAG. Its task
was to discuss fiscal and monetary policies for price stabilization. The US
representative was the OEC Advisor for Economic and Financial Policy, and the Korean
representative was initially the Minister of Finance and later the Vice Minister of
Finance.
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The FIN meetings, like the ORC and the RAG, were held on a yearly basis. In
particular, all of their minutes until 1960 are preserved . They had 10 meetings in
1952, 16 in 1953, and 11 in 1954. They held meetings more frequently than the ORC,
but less than the RAG.

The meeting minutes alone do not clarify why the number of meetings sharply rose
to 29 in 1955 and then dropped to 8 in 1956. The reason why more than 20
meetings per year were held from 1957 to 1959 was to implement the fiscal and
financial stability plan based on yearly US-Korea agreements, which began in 1957,

During Wood's tenure, the CEB made decisions on practical matters without
requiring formal approvals if they were agreed upon by the committee. However, when
Warne was in charge and the plenary meetings were active, matters agreed upon by
the committee were presented for approval during the meetings.

Consequently, in 1957, there were 51 plenary meetings conducted, while 28
meetings of the ORC, 12 of the RAG, and 20 of the FIN were held. It can be inferred
that Warne and the two Korean representatives Kim and Song found the meetings
enjoyable. In addition, the opinions of the committees were highly regarded in the CEB
plenary meetings.

The CEB served as a platform for US-Korean opinion coordination and as a place
for Korean officials to learn about policy-making processes while interacting with their
US OEC counterparts. Future research on the experiences of economic officials who
played significant roles in the CEB's committees after the 1960s may be necessary.

We reviewed the activities of the CEB. Next time, we will look at the CEB's timeline
until its dissolution in 1961.
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3-4 Dissolution of the CEB

Hello, everyone. Last time, we looked at the activities of the CEB. This time, we will
examine the CEB from its establishment to its dissolution in 1961.

The April 19 Revolution of 1960 overthrew the Rhee Syng-man government. Due to
the political turmoil, the CEB's activities were temporarily halted. However, an interim
government led Minister of Foreign Affairs Huh Chung was established on April 27th,
providing a breakthrough in the political situation.

Two days later, on April 29, the Korean Minister Huh Chung, US Ambassador
McConaughy, and USOM Director Moyer issued a joint statement calling for the
resumption of aid and the CEB.

On May 4, the first CEB meeting was held after the April 19 Revolution.
Coincidentally, it was the CEB's 200th meeting since its inception in 1952. The Minister
of Reconstruction Chun Ye-yong emphasized the CEB's coordination effectiveness and
the new government's commitment to addressing aid distribution and utilization issues.

The joint statement issued on April 29 had called for a joint review of aid
procedures. Therefore, during the meeting, the CEB decided to form a task force to
discuss this issue jointly between Korea and the US. The US chair was John Heilman,
and the Korean chair was Yoo Chang-soon, the Vice Minister of Reconstruction.

The joint task force examined various issues, including aid distribution processes

and presented policy recommendations to the CEB's plenary meeting. One of the
subjects covered was the CEB's operating method. However, because the subject was
sensitive, no agreement was reached even after the task force finished its mission in
August.
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At the 212th plenary meeting on August 13, the CEB reform proposal was finally
completed by partially reporting on previous discussions. The proposal aimed to
transform the CEB into a forum for higher-level policy discussions, abolish all of its
committees, and transfer their functions to the Korean government and the USOM.

August 1960 marked the end of the interim government and the birth of a new
government. Chang Myon Cabinet was established on August 19th as a result of the
5th National Assembly election on July 29th. The fact that the task force did not reach
a final conclusion would be relevant to these changes.

The CEB held its first plenary meeting under the new government on August 317,
1961, followed by monthly meetings until January 1961. As a new government,
revitalizing the economy by securing substantial US aid was a priority, which may have
delayed the CEB reform. Thus, reducing the CEB's functions or dissolving committees
was never on the table.

The new government was aware of the need for reform of the CEB which was
considered excessive intervention by aid authorities. Hence, they were discussing it with
the USOM. In November 1960, several articles were published about the CEB reform. A
November 5th article reported that Korea and the US had agreed to restore the CEB
as an advisory body in accordance with the Economic Coordination Agreement and to
put committees in charge.

However, the November 8 and 25 articles were inconsistent, with some suggesting
that committees would be significantly reduced or only the ORC would remain. The
article seemed overly exaggerated that the Korean government reached an agreement,
in light of public opinion. Regardless, the Korean government likely discussed the CEB
reform with the US aid authorities.
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In February 1961, Korea and the US signed the Economic and Technical Assistance
Agreement, which replaced the Economic Coordination Agreement. The new agreement
brought changes to the aid implementation system in Korea. However, Korea and the
US agreed to maintain the CEB.

Although that was not included in the new agreement, a letter exchange between
the USOM Director Moyer and the Reconstruction Minister Tae Wan-seon confirmed the
validity of the clause establishing the CEB under the Economic Coordination Agreement.

Nevertheless, the CEB's functions were dismissed. After January 31, 1961, the CEB
plenary meetings were no longer held. The CEB seemed to have returned to its role
during the Baek Do-jin's tenure.

It underwent further changes following the coup in May of that year. All CEB
activities were suspended until the first plenary meeting in August. The first meeting,
held on August 8th, was attended by senior military economic officials including the
Minister of EPB Kim Yoo-taek. Both sides agreed to dissolve the committees and
reduce plenary meeting functions. They decided to focus on only essential activities
such as counterpart fund release and major policies and programs.

Despite reduced functions, plenary meetings halted after the second meeting on
August 22nd. As USOM Director Moyer's term ended in August and James Killen was
appointed as the new Director in September, the plenary meetings were interrupted
and could not be resumed.

The reason for this was the US' reconsideration of the CEB's role. According to a
USOM document from December 1961, the CEB fit well between Korean
representatives and the Economic Coordinator Warne, and a platform for problem
solving.
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However, in consultation with the EPB Minister, the USOM Director Killen
recommended the dissolution of the CEB as it did not match his operating style. In
fact, the CEB was a unique organization specific to Korea among the aid recipient
countries of the US.

The US Congress has continuously voiced that the aid delivery system for Korea
should be normalized. Like other aid recipients, the OEC was reorganized under the
USOM of the US ambassador to Korea in July 1959 as part of the normalization
process. The CEB was later dissolved.

When the Economic and Technical Assistance Agreement was signed in 1961, USON
Director Moyer and Reconstruction Minister Tae Wan-seon agreed in writing to the
continuation of the CEB. On the other hand, In January 1962, the USOM Director Klllen
and the EPB Minister KIM Yoo-taek exchanged letters in which they agreed to cancel
the clause that allowed the CEB to continue. As a result, the CEB was dissolved, and
its policy documents were invalidated.

According to Korean newspapers, the Korea-US Economic Cooperation Committee
(ECC) was established in July 1963 as a replacement for the CEB. Since no US
government documents have been discovered, newspapers are the only source of
information about ECC's activities.

The ECC had six members from each country and was co-chaired by the EPB
Minister and the USOM Director. Its role was to review and agree on aid, finance, and
foreign exchange, and suggest them to the Korean government. Compared to the CEB,
the ECC had a significantly reduced decision-making role.

The ECC held around 20 meetings until 1968 and established the Financial Stability
Committee, which proposed financial stability plans. Since the US aid authorities
focused on inflation and financial stability, aid distribution was linked to the financial
stability plan.
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We reviewed the CEB from its establishment to its dissolution in 1961. In the next
lecture, we will summarize what we have learned about the implementation system for
US aid in Korea and its changes from liberation to the early 1960s.
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3-5 Summary

Hello, everyone. Last time, we looked at the CEB's timeline until its dissolution in
1961. This time, we will summarize how the implementation system for US aid in
Korea was established and evolved from time of liberation to the early 1960s.

After the Korean government was established in 1948, the US ECA aid to Korea
was provided in accordance with the ROK-US Aid Agreement in December. As a result,
the U.S. government gained control of the Korean government's economic policies,
particularly its export-import plans and foreign exchange allocations. The ECA Mission
to Korea was established on January 1, 1949 for on-site operations in Korea.

However, the outbreak of the Korean War in June 1950 changed the nature of aid.
The US-led UN forces provided relief aid. Following UN General Assembly resolutions,
the UNKRA was established in February 1951 to oversee aid for economic
reconstruction. Amid these changes, the ECA Mission to Korea disbanded in April 1951.

After the ECA aid program ended and the UN forces became primarily responsible
for overseeing aid to Korea, a new agreement was required. At this point, the UN
commander, not the US government, became a party to the agreement. The UN
command sought control over Korean economic policies similar to the 1948 ROK-US
Aid Agreement, but the Korean government objected due to its increased security
status as a result of the war.

After two rounds of interrupted negotiations, the Economic Coordination Agreement

was signed in May 1952. The US and Korea agreed to form a committee with one
representative each from Korean government and the UN command to jointly decide
foreign exchange and counterpart fund utilization. The CEB was established as a result
of this negotiation.
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Meanwhile, in April 1953, the US government dispatched an envoy to establish a
reconstruction plan for the Korean economy following the armistice. Consequently, the
TASC Report was issued, proposing the establishment of a dedicated office to
coordinate multiple aid programs, which led to the formation of the OEC in August
1953. The Economic Coordination joined the CEB as the UN Commander-in-Chief's
special representative.

The local offices of US foreign aid agencies were commonly called USOM. However,
in Korea, due to various aid programs provided by different organizations, a distinct
agency named the OEC was established to coordinate them. As part of the so-called
normalization process, the OEC was restructured to come under the US Embassy in
Korea, which is overseen by the Department of State, starting from July 1959.

As for the CEB, it was active for around ten years, from July 1952 to January
1962, and its primary role was to coordinate economic policies between the US and
Korea. The CEB had several committees, with the ORC, RAG, and FIN as its primary
committees.

The NARA in the US has preserved the meeting minutes of the CEB. The table
displays the annual count of meetings, as recorded in the minutes.

There were only three CEB plenary meetings in 1953, and none in 1954 and 1955.
At the time, the Korean representative Baek Du-jin deemed the CEB as unproductive.
He preferred fewer meetings to be held since the 1953 CEB agreement had already
established the basic principles of economic policy.

Despite this, the committees continued to hold meetings on a regular basis. The

ORC dealt with practical matters, including importing relief supplies, adjusting initial
investment amounts, and using counterpart funds.
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The RAG's primary focus was on controlling inflation, while also planning the
introduction, distribution, and pricing of relief supplies. Especially until 1955, the
committee held meetings bi-monthly, highlighting the critical role that relief supplies
played in aid execution, given the destruction caused by the Korean War. However, the
RAG's significance waned over time. In December 1957, it was dissolved and its
functions were transferred to the OCR and FIN.

The FIN was responsible for discussing fiscal and monetary policies to stabilize
prices. Meetings were held frequently between 1957 and 1959, possibly due to the
yearly execution of the fiscal and financial stability plan under the agreement between
Korea and the US since 1957.

As for plenary meetings, they were held more actively than any other committee
meetings since 1957. After the Korean and US representatives were replaced in May
and July 1956, both sides actively utilized the CEB as a forum for problem-solving.
During this process, economic bureaucrats who had a significant role in the 1960s and
beyond could have participated in these meetings, shared their opinions, and learned
from each other.

The CEB was dissolved at the end of 1961. Considering that the committee's initial
start was based on compromise between both sides, it can be assumed that both had
inherent dissatisfaction.

Many Korean officials viewed the CEB as excessive interference, and this perception
intensified after Rhee Syng-man government collapsed. There was no reason for the
US to maintain an organization dedicated solely to Korea. The closure of the CEB
marked the end of the 1950s characterized as an era of aid-based economy.
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We have reviewed the establishment and evolution of the US aid implementation
system in Korea until the early 1960s, following liberation. This concludes our third
session. In the next lecture, we will cover the UNKRA and the Naisen Report that was
created as part of its activities. Thank you.
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