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UNKRA Aid and Nathan Report

4-1 Inception and Closure of UNKRA

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

In this lecture, we will look at the UNKRA, which is responsible for providing aid to
Korea in accordance with a UN resolution and the Nathan Report as part of its
activities.

The UNKRA was established by UN General Assembly Resolution 410(V) on
December 1, 1950. Here, V refers to the fifth session of the UN General Assembly.
The UN General Assembly convenes every year on the third Tuesday of September. The
fifth session was held on September 19, 1950.

Looking back at the adoption process, Resolution 376(V) about Korea's
independence, an earlier one, was adopted on October 7 of that year. In early October,
the UN-backed Korean army repelled the North Korean army and advanced beyond the
38th parallel.

Given the magnitude of the task of reviving the Korean economy after the war, the
October 7 resolution included a provision for the Economic and Social Council to plan
for Korea's reconstruction. The Economic and Social Council formed temporary
committee with representatives from Belgium, the US, India, and Denmark to develop
reconstruction plans. On November 7, the Council adopted their report, which included
the creation of the UNKRA.
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Resolution 410 (V) on December 1 was based on this report. The resolution
established the UNKRA, which was led by a UN-appointed Chief. The mission of the
UNKRA director was to carry out the relief and reconstruction plans determined by the
General Assembly. The Statement of General Policy on Relief and Rehabilitation declared
that the UN's relief and recovery program was necessary to restore peace, and to
establish a unified and independent democratic government in Korea. This indicates
that UNKRA was founded on the premise of unification.

After October, when the Chinese People's Volunteer Army joined the Korean War,
the UN and Korean forces withdrew, leaving the war's outcome uncertain. The UNKRA's
tasks included not only reconstruction but the provision of survival supplies to Korean
people in the war-torn environment. However, the UN Command was also providing
relief aid, resulting in duplication issues between UN agencies.

Donald Kingsley, a New Dealer who emphasized effective demand creation in
Keynesian economics, became UNKRA's first chief in early February 1951. His first task
was to resolve the issue of overlapping relief missions between the UNKRA and the UN
Command. In July of the same year, the two sides reached an agreement to divide
responsibilities.

As a result, the UN Command would exclusively handle relief missions until the end
of the war, while UNKRA would focus solely on technical assistance and long-term
planning. Following the war, the UNKRA would take over all UN relief and
reconstruction activities, whereas UN Command would only provide procurement and
transportation support. Due to the uncertainty of the war's end, the UNKRA could do
very little in practice. In fact, the UNKRA's aid to Korea until 1952 was only $2 million.
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By the middle of 1952, although daily life was being restored in the rear areas, the
front lines had stalled. With the extended armistice agreement, reconstruction could no
longer be delayed. The UNKRA then made efforts to fulfill its mission. In August 1952,
the UNKRA signed a contract with a private company named Nathan Associates to
develop reconstruction plans.

In October, Chief Kingsley announced plans for a $70 million reconstruction project
by June 1953 during his visit to Korea. The project budgeted $14 million for food and
fertilizer imports, $11.5 million for industrial machinery imports, and $8 million for
education.

Let's take a closer look at the contract with the Nathan Associates. Robert Nathan,
who founded the Associates, previously served in the US' Democratic Party government
alongside Chief Kingsley. The two were well acquainted. In exchange for $125,000 from
the UNKRA, the Associates agreed to conduct economic surveys and develop economic
plans for Korea's reconstruction and revival.

According to the letters between Kingsley and Nathan, the surveys emphasized
assessment and analysis of Korea's resources and potential as well as coordinated and
realistic policies and proposals to maximize such potential achievements.

In terms of personnel, the contract called for four full-time personnel to be

stationed in Korea for a year, 300 man-days of skilled professional consulting work. In
addition, Nathan would visit Korea three times during the contract period.
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The project was supposed to begin on August 15, 1952, with a one-year survey
period, followed by a preliminary report three months later, and a final report
submitted to the UNKRA upon completion. Due to delays in discussions at the UNKRA
advisory committee, the contract was only settled on August 1, pushing the schedule
back by about a month. The project team was sent to Korea in late September, and
the preliminary report was presented on December 15. The final reports, known as the
Nathan report, was submitted in February 1954, and published in March of that year.

By the latter half of 1952, the UNKRA was preparing for full-scale operations.
While the Nathan Associates team was conducting investigations and preparing a
preliminary report, a political shift was taking place in the US. The Democratic
government that had been in power since President Roosevelt's election in 1932 came
to an end on November 4, 1952, with the election of Republican Eisenhower.

During the campaign, Eisenhower criticized the Truman administration's large-scale
aid programs and interventionist foreign policies, stating that "If war breaks out, let the
Asians fight it out among themselves, and we should only support the free world."

While Eisenhower emphasized the defense of Korea again after becoming president,
his Republican administration preferred direct US aid over UN aid due to the
challenging situation of Korean reunification and budget cuts. Since the July 1951
agreement between the UN Command and the UNKRA only covered UN aid, when
direct US aid became the priority and UN aid lost its significance, UNKRA's activities
had to shrink.

In May 1953, the new US government replaced Kingsley, a New Dealer, with
General John B. Coulter. This change was incompatible with the UNKRA's original goal
of guiding Korea's reconstruction under UN oversight following the war. The UNKRA's
role and the practical importance of Nathan's team in overseeing overall reconstruction
plans were reduced.
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Furthermore, the Nathan team faced hostility from the Korean government,
particularly ~ President Lee Seung-man. Because President Lee was strongly
anti-communist with a political ideology closely aligned with the US Republican Party,
he was initially hostile towards Nathan, who supported the New Deal.

Despite never meeting Nathan, this contrasted with the reception he personally
gave to the Tasca Mission sent by the Eisenhower administration in 1953. He became
increasingly hostile to Nathan, particularly after Eisenhower's victory. After seeing the
election results, Nathan expressed his disappointment in his diary. “Oh no! Eisenhower
won the election.” "Lee Seung-man demanded that the UNKRA cancel our agreement
and expel us from Korea."

nou

Despite this, the Nathan team's preliminary and final reports indicate that the
Korean government continued to provide them with statistical data. However, the
Nathan team and Korean officials did not actively communicate and collaborate, which
was necessary to develop and implement an adoptable plan.

Finally, the UNKRA's plan to raise $250 million from various countries failed due to
the US government's passive attitude, and only $140 million was received. Because the
UNKRA was created by a UN resolution, several developed countries contributed to its
funding. However, due to financial constraints, the US's contribution of $90 million was
insufficient. After failing to secure funding as intended, the UNKRA had to terminate
its operations in 1958 due to insufficient funds.

We briefly reviewed the UNKRA's process from inception to end. The next lecture
will explain the figure of Robert Nathan to comprehend the Nathan Report. It was first
report and plan to provide a modern development economics perspective for the
Korean economy.
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4-2 Nathan Associates and Robert Nathan

Hello, everyone. Last lecture, we briefly reviewed the UNKRA's process from
inception to end. In this lecture, we will explore the Nathan Associates that produced
the Nathan Report and its founder, Robert Nathan.

Nathan founded the Nathan Associates, a private economic consulting firm, in 1946.
On the right side is Robert Nathan. Nathan was born in Dayton, Ohio in 1908 and
finished high school there. In 1927, He enrolled at the Wharton School of the
University of Pennsylvania, majoring in economics. He graduated with a bachelor's
degree in 1931 and a master's degree in 1933.

His college years were a period of global economic upheaval. In 1989, he was
interviewed for the Truman Library's oral history program. He reflected on this time. He
said “| started college in 1927, at an amazing time to study economics, and graduated
in 1931." “After entering college at the height of the 1920s speculative boom, |
experienced the worst of the Great Depression”.

Nathan participated in several investigations into Philadelphia's unemployment during
his time at Wharton School. He co-authored the report, Social and Economic Character
of Unemployment in Philadelphia, with his advisor professor Frederick Dewhurst.
Through his experience, Nathan gained knowledge and expertise in local research and
became aware of the bleak economic situation.

According to an interview, Nathan wrote three steps beyond the ivory tower on the
brochure when he founded the Nathan Associates in January 1946. The war against
the depression was the first step. By the 1930s, economists had begun to exert
influence on the real economy.
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To him, the investigative experience was the first step. When | visited the
Associates website in 2016, such content was presented on its history introduction
page. Unfortunately, it appears to have been removed.

Nathan's first step beyond the ivory tower was linked to his later career. He joined
the Department of Commerce's National Bureau of Economic Research (NBER) in 1933
after being summoned by Dewhurst, co-author of the report and head of the Bureau.

He worked under Simon Kuznets, who later received the Nobel Memorial Prize in
Economic Sciences. In 1932, the US Senate requested that the Department of
Commerce create the first official national income account, and Kuznets was assigned
to lead this effort. Nathan was a contributor to National Income, 1929-1932, a report
presented to the US Senate in 1934,

The report acknowledged that Nathan was responsible for estimating employment
and occupational income. He rose to become the NBER's division head for national
accounts statistics. He was then promoted to the director when the division was
expanded to the National Income Division in 1936. He gained statistical training in
understanding a country's economy during this time.

He joined the National Defense Advisory Commission in 1940 as an associate
director of research and statistics. He found himself stepping into a new realm of
mobilizing war materials. From 1942, He chaired the War Production Board's planning
committee.

Nathan mobilized war materials using his knowledge of national accounts, He
calculated the GNP required for full employment and used that figure to plan war
material production. He developed an economic plan which set a GNP target and
allocated it to different sectors.
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Nathan referred to this as the second step beyond the ivory tower. It emphasizes
the critical role of economists in the mobilization effort, with Kuznets serving as the
chief economist of the Planning Committee. According to the 2016 Nathan Associates
website, Nathan believed that the economic principles used during wartime could be
applied to promote economic growth and prosperity during peacetime.

After participating in Roosevelt's re-election campaign and returning to public
service briefly, Nathan resigned in late and founded the Nathan Associates in early
1946. Nathan referred to this as the third step beyond the ivory tower on the
brochure. He believed that after the war, the third step would be mobilization efforts
and the development of underdeveloped countries.

In an interview in 1989, he stated that economists had a 5-10% impact on policy
in the 1930s, but their influence today would be closer to 80-90%. Rather than being
the only one to take the three steps, he believed the entire economic profession had.

The Nathan Associates gained fame shortly after its founding. In December of that
year, the Nathan Associates was commissioned by the Congress of Industrial
Organizations (CIO) to prepare a report titled National Wage Policy for 1947. The report
argued that wages could be increased by 25% without raising prices due to excessive
corporate profits.

Nathan talked about the background of the report in an interview. He believed that
workers' purchasing power had declined as a result of stagnant wages not keeping up
with inflation after the war, and that this needed to be addressed. The solution was to
either lower prices voluntarily or raise wages, and he believed that a 25% wage
increase was possible without raising prices.
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The report made headlines at the time because it gave a clear voice to workers'
demand for wage increases in the midst of heated debates on the subject. On
December 12, the New York Times featured a front-page article titled 25% Wage
Increase Backed by CIO Report.

For better or worse, he and his Associates became famous. As a result of the
incident, President Rhee Syng-man accused Nathan of sympathizing with communism
when he worked on the report for the Korean economy reconstruction.

In 1951, the Nathan Associates contributed to the development plan for the newly
independent Burmese government across the sea. This was the Associates’ first
overseas consultation. This work resulted in the publication of an 850-page booklet
titled Comprehensive Report on Economic and Engineering Development of Burma in
1953

The report consisted of 7 parts and 24 chapters. The 7 parts were: introduction,
economy and administration, agriculture and irrigation, transportation, communication,
power, and industry. Each part was further divided into one or more chapters. For
example, transportation section included transportation systems, railways, ports, inland
waterways, shipping, port and waterway management, highways, and air routes.

The industry section covered inter-industrial relations, mining, manufacturing, SMEs
development, and forestry. The report covered various aspects of the economy
comprehensively. Even after the report was published, the Associates maintained a
team in Burma to provide advice until 1957.

Meanwhile, the Associates received another request from UNKRA for overseas
advice. This time, it was to prepare an economic program for Korean reconstruction
after the war. In the previous lecture, we discussed the events between the UNKRA
and the Associates.
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We have so far learned about the Nathan Associates and its founder, Nathan. Next
time, we will look at the Nathan report, which served as both a white paper and a
development plan for the Korean economy.
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4-3 Nathan Report

Hello, everyone. We previously discussed the Nathan Associates and its founder,
Nathan. This time, we will look at the Nathan report, Korea's first economic white
paper and development plan based on modern development economics.

The Nathan Associates submitted a preliminary report in December 1952 and a
final report in February 1954 as part of its contract with the UNKRA. The preliminary
report was already substantial, at 220 pages, but the final report more than doubled in
size to 490 pages.

Let's now look at the contents for both reports. Chapter 1 of the preliminary
report emphasized Korea's economic independence, and chapter 2 outlined its
reconstruction goals. Chapters 3 and 4 highlighted the issues of inflation and fiscal
deficits, emphasizing the need for aid. Chapter 5 calculated annual investment and aid
plans to meet the reconstruction goals. From Chapter 6 on, the current state, goals,
and measures for achieving the goals of major industries and sectors were covered.

The main components of the final report were similar to those of the preliminary
report, such as the establishment of reconstruction goals, annual investment and aid
plans, and industry-specific reconstruction plans. However, the final report was divided
into parts for better organization. Part 3 on policy and organization was expanded. A
chapter on trade and human resources also moved to this part.

The most notable aspect is the establishment of reconstruction goals. Both reports
introduced the concept of GNP and set macroeconomic reconstruction goals, presenting
major policy measures and industry-specific reconstruction plans. As the final report
was being developed, the reconstruction goals became more sophisticated, leading to
changes in the planned figures.
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To understand the Nathan report, we will examine reconstruction goal setting in
the preliminary report first before comparing it to the final report, as it's the crucial
first step.

The preliminary report aimed to return available resources per capita to pre-war
levels in 1949 by 1959. GNP plus foreign aid equals available resources. In
macroeconomics, the general equilibrium formula states that Y, or production, equals
the sum of consumption, investment, government spending, and net exports. If we
move net exports to the left-hand side, the formula changes. The right side represents
domestic demand. On the left, available resources are defined as production plus net
income.

The report defined available resources as GNP plus foreign aid, with net income
essentially considered as foreign aid when compared to the equilibrium formular. This is
because it did not assume current account resulting from capital movement.

For instance, importing machinery with commercial loans could increase net income
without adding foreign aid, but this was not considered in the analysis. This
assumption was reasonable, given the poor economic conditions of Korea at the time.

According to the preliminary report's estimate, available resources per capita were
$70 in 1949, implying that they should be $70 in 1959, the target year. Achieving a
balance of BOP without foreign aid was required as a prerequisite, which meant that
foreign aid had to be zero in the target year. Based on these conditions and the
projected population, the target year GNP was calculated to be $1.7 billion.

To achieve a GNP of $1.7 billion in 1959, a specific amount of annual investment

in production was required. Nonetheless, investment was reliant on savings, which could
limit consumption.

40

% & iwﬁ;& 3 |
SE SURNS

2z < Y RN



B2 2o o

SEQUL NATIONAL UNIVERSITY

Foreign aid was critical in enabling investment to reach the target GNP while not
restricting Korean consumption excessively and thus maintaining a certain standard of
living. The preliminary report stated that significant foreign aid would be necessary
until Korea achieved financial independence, requiring $1.75 billion from 1952 to 1958

We discussed goal setting in the preliminary report and will do so again in the
final report. The final report also set macroeconomic reconstruction goals, but the
criterion was per capita personal consumption rather than available resources. In this
formular, C stands for personal consumption, which represents private consumption.

The purpose of using personal consumption as a reconstruction criterion was to
restore individuals' consumption levels to pre-war 1949 levels. However, given the
shortage of some consumption items in 1949, the target per capita consumption for
1958 was $73.44, slightly up from $70.8 in 1949. The target year was moved up by
one year from the preliminary report because a five-year plan was in place from 1953
to 1958.

The final report set consumption as the goal for reconstruction. To calculate the
target GNP for 1958, the remaining expenditure levels, namely investment and
government spending, had to be established. The investment level was chosen to
ensure sustainable independence rather than one-time self-reliance. The government
spending was calculated based on a reduction in Korean troops to 200,000 in
peacetime.

As a result, the total of consumption, investment, and spending representing
domestic demand equaled $2.5 billion in the target year of 1958. Domestic demand
was expected to match available resources, including production and foreign aid. With
foreign aid assumed to be zero in 1958, GNP had to be $2.5 billion.
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In this way, the amount of annual investment for five years and annual foreign aid
required to bridge the gap between domestic demand and GNP were calculated. The
estimated foreign aid required over the next five years was about $1.24 billion, less
than the preliminary report's projection but far more than the $250 million initially set
aside by the UNKRA.

To quantify the goals and procedures for reconstruction, the Nathan Associates
used the analytical framework of macroeconomics or development economics in both
reports. The reports calculated numerical targets and annual figures for production,
consumption, investment, government spending, and imports and exports. They were
logically consistent.

Similar to the situation in the US Department of Commerce when the Nathan team
entered, there was no official national income estimate available for Korea to develop
the reconstruction program report. The team used their experience estimating national
income from scattered data to calculate Korea's national income based on the data
they received As such, the Nathan report was comprehensive and consistent, standing
out previous Korean government plans that focused on industry-specific production or
material mobilization.

The final report substantially expanded Part 3, which covers policies and
organizations, compared to the preliminary report. This reflects the fact that the
Korean government and relevant authorities lacked policy consensus and organizations
to carry out the reconstruction plan effectively at the time.
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Chapter 6 focused on comprehensive reconstruction policy, prioritizing the
importance of policy integration. The Nathan team emphasized the importance of
integrating various activities and policies into the basic reconstruction plan for all
project participants. The team saw the need for opinion coordination between the
aid-recipient, Korea and the provider, the UN, and hoped that the report could serve as
a basis for coordination during consensus-building on the reconstruction plan.

Chapters 7 to 12 focused on the most pressing policy issues confronting the
Korean government during the reconstruction project. These policy issues included
fiscal, monetary, credit, tax, price, production control, labor markets, trade, and
coordination organizations.

The Part 4 was the industry-specific reconstruction plan. Each chapter outlines
yearly production, consumption, and investment plans for agriculture, forestry, fisheries,
mining, electricity, transportation, communication, manufacturing, and public investment.
The current state and prospects of Korean industries were detailed to support the
need for such plans. Hence, readers interested in the post-Korean War state of a
particular industry can refer to the relevant chapter.

To compile industry status and develop plans, the Nathan team consulted the
Korean Government's Five-Year Plan and UN agency reports. The original version of the
Five-Year Plan, which was revised by the Korean Office of Planning, has not been
found. According to the final report, it was simply a collection of project proposals
from different ministries and not a comprehensive plan. The assumption is that the
Five-Year Plan was modified from the pre-Korean War Five-Year Industry Development
Plan, considering the war's destruction.
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The final report did not blindly accept the Korean government's plan. This is a
comparison of investment plans between the Korean Government's Five-Year Plan and
the Nathan final report. Despite similar total amounts, Individual sectors had significant
differences. The Nathan team reduced social public investment and increased mining
and manufacturing investment compared to the Korean government's plan.

Although not in a separate chapter, the team's opinions were included in the
Opportunities and Leadership section at the end of the final report's overview. The
team stated that Korea has the opportunity for an independent economy, but the
primary responsibility for achieving it lies with the Korean government.

They also emphasized the importance of realistic yet visionary leadership in
completing this task. Although the conclusion stated that “anyone who knows Korea
and Koreans well would not doubt that Koreans can exhibit such leadership,” the
description in this section may have been tinged with sadness over President Lee
Seung-man and the declining status of UNKRA's,

We reviewed the Nathan report's contents. In the next lecture, we will discuss the
Nathan report's significance and its lasting impact.
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4-4 Significance of Nathan Report

Hello, everyone. Last time, we reviewed the Nathan report's contents. This time, we
will discuss the Nathan report's significance at the time and its lasting impact on
Korean economy based on related studies.

The Nathan report is often cited as a precursor to 1960s economic development
plans in related research. The Patterns of Korean Economic Development, published in
English in 1965, cited the Nathan report's 5-year plan as very intensive and
comprehensive, despite being produced by foreign experts and unenforceable.

In his 2002 book Post-Liberation and the 1950s Economy, Professor Emeritus Lee
Dae-gun of Sungkyunkwan University highlighted the plan was the first systematic,
long-term economic development plan to use modern techniques, even though it was
created by others.

However, many research papers criticized the report's reconstruction goals and
strategies. In retrospect, the report's goal of achieving independence or balance of BOP
within five years was overly optimistic for the Korean economy. The report was
criticized for its import substitution investment focus, and its emphasis on agriculture
and mining as export industries.

It was unreasonable to apply the experience of analyzing and planning the US
economy, which was focused on domestic demand, to Korea's small-scale open
economy with the aim of achieving self-reliance. Although the target year had to be
set in accordance with the demands of the UNKRA or the UN, the five-year period was
overly short and optimistic.
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However, given the economic conditions during or after the war, it is difficult to
dismiss investment for import substitution or prioritizing agriculture and mining as
export industries as misguided. In early economic development and industrialization,
import substitution is emphasized in supply-constrained economies. Export-oriented
industrialization is only feasible after addressing supply constraints.

Given that the plan was later altered to boost export growth based on historical
experience and economic situations in 1952 and 1953, criticizing the First Five-Year
Plan of South Korea plan for not emphasizing exports of manufactured goods may be
excessive.

The Nathan Associates were disappointed that the report was not adopted as a
comprehensive development plan by not only by the UNKRA but also by the Korean
and US governments, who were stakeholders. Although the UNKRA constructed
fertilizer, cement, and plate glass factories in Korea proposed in the report, these
efforts were fragmented.

Due to Rhee Syng-man's hostility towards Nathan, resistance to economic planning,
and a policy of receiving direct aid from the US rather than through the UN, the
UNKRA's activities were undermined, and the Nathan Report's utilization was limited.
Although the Nathan Report was not adopted as a comprehensive development plan, it
still influenced the future course of the Korean economy.

The report by the Tasca Mission, which was sent by President Eisenhower in 1953
following the Korean War, had a decisive impact on the US aid policy for Korea.
According to related research, the Tasca mission was able to produce an influential
report after only two months of on-site investigation thanks to the Nathan team's
assistance.
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The Nathan report also influenced the Korean government. Despite Rhee
Syng-man's rejection, Korean officials utilized the report's contents as needed. During
the US-Korea summit in Washington in summer of 1954, the Korean government
requested $2.33 billion in economic aid for five years as part of the US-Korea aid
agreement meeting. This figure was partially modified from the Nathan report.

Notably, the Korea Development Bank (KDB) translated the Nathan report into
Korean in 1954. The Nathan Report was the most comprehensive reference material
available for formulating industry-specific investment plans at that time. At the time,
Ahn Rim, a surveyor in the planning and research division of the KDB, wrote a column
titled Reconstruction and KBO's Task published Kyunghyang Shinmun on April 18, 1954.

He stated this. “Given that the KDB's function varies with the progress of the
development plan, the ultimate goal of economic revitalization must be set as soon as
possible. Afterwards, we will work together to create a long-term comprehensive plan

(/]

for material mobilization and finance.” "Furthermore, a draft for determining economic
self-reliance should relate to Nathan's report on Economic Reconstruction of Korea,

which was submitted to the UNKRA on December 15, 1952."

This column effectively conveyed the significance of the Nathan Report to the staff
of KDB. The report helped even plan-seeking economic officials broaden their
perspectives.

In an interview for overseas researchers in 1987, Lee Han-bin, the MOF's Budget
Director General in the late 1950s, expressed regret that the Nathan report was not
adopted. He revealed that officials from the Finance and Reconstruction Ministries were
constantly aware of the report, which was always on the bookshelf.
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The Nathan report is significant as the initial link between the Nathan Associates
and the Korean government. The link between the Associates and the Korean economy
did not end with the publication of the Report in 1954. In February 1964, the Nathan
Associates contracted with the Korean government to provide advisory services for
economic policy and development plans while serving at the EPB for two years.

As a result, the Nathan Economic Advisory Group was established. Its primary task
was to assist the EPB in preparing the Second Five-Year Economic Development Plan,
with a secondary task of advising on overall economic policies.

The advisory group's eight members included six researchers and two secretaries.
The chairman was Peyton Kerr, who received a PhD in economics from George
Washington University in 1939 and worked as an economic bureaucrat at the US
Department of State. The panel included experts in financial, general, agricultural,
industrial, engineering, and mathematical economics, with one member specializing in
each field.

Some of their advisory reports were published as Nathan Reports by the
Congressional Research Service of the National Assembly Library. The advisory group
provided 18 consultations, with the majority related to the Second Five-Year Economic
Development Plan. They also offered advice on various economic issues, such as
fair-trade law, interest rate rationalization, distribution of shares, agricultural price
stabilization policy, and SME promotion policy.

Nathan was interviewed in 1989 about his 1960s advisory experience. He stated
this.
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“We worked with every five-year plan. Korea was a disciplined society, and they were
tremendously interested in education. We had tremendous success in Korea. When
Congressman Paul Simon went to Korea about a dozen years ago, and they were so
impressed. He said, "How did you guys manage all of this? Somebody, one of the high
officials in the Government, said., "Your Bob Nathan really helped us. Well, | was very
flattered.”

We reviewed the Nathan Report, commissioned by the UNKRA in the 1950s, and its
significance and continuing impact on the Korean economy in the 1960s. Next time, we
will briefly look at the breakdown of UNKRA aid.
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4-5 Breakdown of UNKRA Aid

Hello, everyone. Last time, we reviewed the Nathan Report, commissioned by the
UNKRA in the 1950s, and its significance and continuing impact on the Korean
economy in the 1960s. This lecture will focus on the breakdown of the UNKRA aid.

According to the BOK's Economic Statistics Yearbook, the UNKRA provided around
$120 million aid from 1951 to 1960. The highest amount of aid, totaling approximately
$30 million, was provided in 1953. From 1954 to 1956, annual aid amounted to around
$20 million, which gradually decreased over time. Although the UNKRA was disbanded
in 1958, some aid continued until 1960 to complete unfinished projects.

The proportion of foreign aid was highest in 1953, accounting for 15.2% of total
aid, but rapidly declined as FOA/ICA aid increased. While the UNKRA aimed to promote
the reconstruction of a unified Korea, its role greatly diminished as circumstances
changed.

Let's now breakdown the UNKRA aid. The KOB's ESY divided the UNKRA aid into
eleven categories: agriculture and forestry, fisheries, industries power, transport and
communications, mining, housing, education, health and sanitation, civilian goods, and
special projects.

Based on the total amount of aid by category from 1951 to 1959, civilian goods
accounted for the highest proportion at 29.7%, followed by industry at 22.1%.
Together, these two represented more than half of the total aid. Mining came next at
10.5% and education at 7.9%.
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Let's examine the aid breakdown by year. When the armistice was signed in 1953,
civilian goods made up a dominant 65.9%. This showed how important it was to supply
scarce goods immediately. As post-war reconstruction began, the need for civilian
goods decreased, and industrial aid became the priority. In 1956, 53.8% of UNKRA aid
was provided to the industry area.

Let's take a closer look at each category. The UN Board of Auditors sent a
financial audit report to the UN Secretary-General, covering the period from the
UNKRA's inception on December 1, 1950, to August 31, 1960. The report categorized
the aid into ten groups, combining agriculture and fisheries, and classified the rest
identically to the ESY. The aid flows were almost the same, with minor differences in
category allocation.

The report also had more detailed sub-categories than the BOK's UNKRA Aid Status
report. For instance, the civilian goods category had 37 subcategories that included
items such as bicycle parts and worsted yarn. Among subcategories, food took up the
largest portion. It made up nearly $10 million, or 28.7%.

Fertilizer was the second largest, accounting for around $9 million. By combining
fertilizer and food aid, 53% of total civilian goods aid was funded to prevent food
shortages or price increases. Given that 1953 fell either during or immediately after
the Korean War, it was natural to allocate the most aid for civilian goods.

Raw wool, the third largest, and rayon yarn, the fifth largest, were both required
by the textile industry. Aid totaled nearly $2.5 million to import raw wool and $1.6
million for rayon vyarn. When worsted vyarn, raw wool, and rayon vyarn aid were
combined, clothing materials accounted for 12.4% of civilian goods aid, second only to
food. The fourth largest subcategory was printing paper with almost $2.1 million in aid.
This was for directly addressing the shortage of paper.
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Next is the industrial aid, the second largest portion of the UNKRA aid. The
industry category had 17 subprojects that aimed to construct factories or provide
machinery. The Mungyeong cement plant construction project received the most aid.
Nearly $9 million was funded, comprising 33.2% of total industrial aid.

The second largest amount of almost $7 million was spent on cotton textile
machinery This accounted for 24.7%. Papers on the post-Korean war cotton textile
industry suggested that the UNKRA aid was used to rebuild destroyed factories.

Next, the mining area. The mining aid included 15 subprojects. The most aid was
used to rehabilitate and develop state-owned coal mines. Around $5.5 million, or
43.3%, was set aside for coal mine development.

The coal mine project aid was also provided to private mines and used for
technical assistance. In total, the aid amounted to about $8.4 million. Around $1.4
million, the second largest amount, was funded for smelter rehabilitation.

The health and sanitation area had 14 subprojects. The top three subprojects
included building the National Medical Center and providing equipment and technical
assistance to the center. The three projects alone received around $7 million,
accounting for 68.8%.

The education area had 16 subprojects, with more than half funded to constructing
or repairing classrooms. About $5.35 million was allocated for the purposes, accounting
for 55.7%. The second-largest allocation, at around $1.4 million, was for vocational
training.

The combined category of agriculture, forestry, and fisheries alone included 20
projects. The largest project was irrigation and land reclamation, with around $2.2
million in funding. It accounted for 27.2%.
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The second largest project was providing fisheries equipment. The project
represented 17.1% with funding of around $1.4 million. Other fishing-related projects
included fishing boats, nets, and fish canneries. Together, they amounted to around
$3.4 million.

We will complete transport and communications, even though other categories
remain. Around $1.8 million, or 32.9% was funded for cargo handling, $1.5 million, or
27.1% for railroad ties, and $1.3 million, 23.4% for harbor dredge. This category
covered almost all areas of transportation.

We have looked at the primary areas that were funded by UNKRA. Next time, we
will summarize the UNKRA aid and the Nathan report.
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4-6 Summary

Hello, everyone. Last time, we reviewed the main areas of UNKRA aid breakdown.
This time, we will summarize what we learned about the UNKRA aid and the Nathan
report.

First, UNKRA's inception and closure. The UNKRA was established by the UN
General Assembly in December 1950 to implement relief and reconstruction programs
in Korea in preparation for reunification. Donald Kingsley, a New Dealer, was appointed
as the first Chief in February 1951.

However, the UNKRA faced significant challenges from the start due to the
intervention of Chinese forces. During the Korean War, the UN Command and UNKRA
agreed in July 1951 that the UN Command would solely handle the relief portion of UN
aid. Thus, the UNKRA' role was limited to establishing post-war reconstruction plans. In
August 1952, the UNKRA contracted the Nathan Associates as consultants for
reconstruction plans. They provided a preliminary report in December 1952,

Chief Kingsley announced the expansion of aid projects during his visit to Korea in
October 1952, during armistice negotiations. After the November presidential election,
the altered political landscape had a significant impact on the foreign aid situation. The
Republican Eisenhower administration preferred to provide US aid directly rather than
through the UN. As a result, the UNKRA project ended in 1958 with reduced scope.

Despite being smaller in scale than US aid, one of the UNKRA's activities was
noteworthy. It was the Nathan report, the first economic development plan based on
modern development economics. The report was prepared by the Nation Associates. As
such, knowing the founder is essential.
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In an interview in 1989, Robert Nathan, the founder, described three steps he took
to move beyond the ivory tower. The first step was to combat the Great Depression.
He participated in a Philadelphia unemployment survey while at the Wharton School.
After earning his master's degree, he estimated national income at the Department of
Commerce. The second step was to mobilize resources during war. He joined the
National Defense Advisory Commission in 1940, and in 1942, he chaired the War
Production Board's planning committee.

The third step was to recover and rebuild developing countries’ economy. In 1946,
Nathan founded the Nathan Associates, and from 1951 he participated in Burma's
development planning. He oversaw the Korea's post-war development plan,
commissioned by the UNKRA.

He produced the report using his expertise in national income estimation and
resource mobilization. In their final March 1954 report, his team proposed an annual
investment plan to restore individual consumption above pre-war levels by 1958
without relying on foreign aid. They also calculated amount of foreign aid required to
achieve this goal.

The final reports mainly focused on reconstruction policies and organizations. They
emphasized the importance of policy integration and major reconstruction policies.
Leadership was also highlighted. Even though Korea had the greatest opportunity to
transition to a self-sustaining economy, they argued that the Korean government
required both realistic and idealistic leadership to achieve this goal.

The final report included updated reconstruction plans for each economic area,
based on submissions from the Korean government and UN agencies. The report also
provided a useful reference for annual production, consumption, and investment plans,
as well as a description of the current industry situation.
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Hence, the Nathan report was dubbed the first systematic long-term plan based on
modern techniques. However, the report's goals and strategies were unrealistic and
difficult to implement for the Korean government. Regardless, this report heavily
influenced both the US aid authorities and the Korean government.

The Nathan team's assistance was crucial in completing the Tasker report in a
short period of time, which in turn enabled large-scale FOA/ICA aid in the mid to late
1950s. The Nathan report was frequently used by Korean officials and KDB staff in
devising development plans.

The report also established the first link between its Associates and the Korean
government. The Nathan Economic Advisory Group assisted with several consultations
for the Second Five-Year Development Plan. Nathan described that period as a
tremendous success in an interview in 1989.

Finally, Let's briefly review the UNKRA aid. The UNKRA aid totaled $120 million
from 1951 to 1960. It was only half of the originally planned $250 million and was far
less than FOA/ICA aid.

However, the UNKRA aid was used for significant projects, such as constructing the
Mungyeong cement plant and importing textile machinery. Overall, aid for civilian goods
imports was the highest at 29.7%, followed by manufacturing-related aid at 22.1%. In
1953, civilian goods imports peaked with food being the largest category and fertilizer
in second.

This concludes the Week 4 lectures summarizing the UNKRA aid and the Nathan
Report. The next lecture in Week 5 will examine the trend in exchange rate policy,
which was a hot topic between Korea and the US during the US-led aid era from
liberation to the early 1960s. Thank you.
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