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Allocation of Non-Project Aid in 1950s

6-1 Trends and Composition of FOA/ICA Aid

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

In Week 6 lectures, we will look at non-project aid from FOA/ICA and how it was
allocated to Korean companies through the Korean government in the 1950s. This
time, we will first examine the trends and composition of FOA/ICA aid, which was
crucial in economic recovery aid during the 1950s.

Korea received aid prior to the Korean War, but it was on a small scale.
Furthermore, relief aid, such as food and daily necessities, was prioritized during the
war. From 1954, the purpose of aid shifted to economic development.

The FOA initiated an aid program for Korea from the US fiscal year (FY) of 1954
after the armistice of the Korean war. Since the US FY started in July of the previous
year, aid was supposed to begin from July 1953. However, due to delays in
negotiations with Korea, it did not begin until 1954.

The figure shows the amount of aid from the FOA, and its successor agencies the
ICA and AID, as well as the proportion of total aid. FOA aid totaled $82 million,
accounting for 54% of total aid in 1954. From 1955 to 1960, the FOA/ICA provided
$200 million in aid each year, which presented nearly 90% of the total annual aid.

1957 was the year that saw the most FOA or ICA aid, with a total of $323 million.
Korea received the most foreign aid during that year.
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The US aid was especially important during the 1950s, when Korea was struggling
to generate income from weak exports. Aid was a significant source of income,
accounting for 56% of total income in 1953 and increasing to 87% in 1957. Because
the FOA/ICA provided the majority of aid in the 1950s, it is critical to emphasize their
importance in any discussion of the subject.

The FOA/ICA aid consisted of project and non-project aid. Project aid aimed to
provide essential imported goods and consulting services for specific projects. Most of
them were focused on social overhead capital, such as transportation, education, and
sanitation. Meanwhile, non-project aid typically consisted of essential imported goods
such as fertilizers and raw materials.

During the early stages of aid negotiations, Korea requested more project aid as
capital goods to increase investment. However, the US emphasized non-project aid for
price stability, resulting in a conflict between the two countries.

At the time, project aid was known as facility aid and non-project aid as consumer
goods aid. That is why this conflict was referred to as a conflict over the ratio of
facility aid to consumer goods aid. In fact, the term consumer goods aid for
non-project aid was misleading because it included more intermediate goods.

After the conflicts between Korea and the US during the initial aid negotiations,
Korea agreed to mainly receive non-project aid. The Status of FOA/ICA Aid Table in the
BOK's Economic Yearbook and Economic Statistics Yearbook distinguished between
project aid and non-project aid.
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This table shows the proportion of each type of aid. When we add up the FOA/ICA
aid flow from 1953 to 1960, project aid made up 28%, while non-project aid accounted
for a significant portion of 72% Even in the annual trends of aid, non-project aid
typically represented a large proportion of over 70%. However, in 1955, the proportion
of project aid reached 50% due to investment in railroad projects.

What were the components of non-project aid? The US classified them into four
categories: agricultural products, fuel, raw materials and semifinished goods, and
investment goods for sale. Aid provided from 1953 to 1960 was made up of raw
materials and semifinished goods at 49%, agricultural products at 24%, as well as fuel
and investment goods at 13% respectively.

The raw materials and semifinished goods consisted of materials for various
industries such as fertilizer, rayon yarn, raw wool, chemicals, synthetic resins, and
engines. Contrary to popular belief, more than half of the agricultural products were
raw cotton for textile industries rather than food. This is why non-project aid should
not be referred to as consumer goods aid.

Hence, non-project aid from the FOA/ICA accounted for a sizable portion of aid
during the 1950s. Because they provided a variety of items, it was useful to a wide
range of businesses. To assess the impact of foreign aid on Korean economic
development by acting as a catalyst for corporate growth, it is critical to understand
how and in what ways non-project aid was allocated to which companies.

We reviewed the FOA/ICA aid trends and their composition. Next time, we will

examine the method of non-project aid allocation as first step toward understanding
overall aid allocation to Korean companies.
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m Allocation Method of Non-Project Aid

Hello, everyone. Previously, we looked at the composition of FOA and ICA aid. In this
lecture, we will focus on allocation methods of their aid in 1950s.

This chart is the Status Table of Relief Efforts in the International Trade Yearbook
from KITA. We will begin by learning about the types of FA and PA purchases.

They were related to the procedures for implementing aid in each FY. The procedure
started when the aid program for Korea in a specific FY was approved through
deliberations in the US Congress. Based on this, the OEC or USOM in Korea consulted
with the Korean government and requested aid funds by project for project aid, and by
commodity for non-project aid to the headquarters in Washington. This procedure was
known as a firm request, or FR.

The FR was then reviewed and approved by the FOA/ICA headquarters. This was
known as procurement authorizations, or PA. One FR resulted in one PA, or
occasionally multiple PAs. When the PA was issued, the OEC or USOM worked with the
Korean government to allocate the aid funds based on the PA.

As aid funds were dependent on the issuance of PA, the PA number served as a
crucial identification code. The four-digit numbers are shown as PA numbers in the
Status Table Relief Efforts. For example, the number 6154 is written in raw cotton aid.
The first digit represented the FY in US. Thus, the aid was provided in the FY 1956.

The FY started in July of the previous year and ended in June of the current year.
For example, if the FY was 1954, it would run from July 1953 to June 1954. However,
the first PA number referring to the FY indicated the authority to spend the budget
granted for that FY, not the total amount of aid used within that FY.
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For example, Of the $200 million FOA aid in FY 1954, only $90 million completed
purchase contracts by June 1954, and the total amount reached $150 million by the
end of the year. The actual aid that received was only $30 million and $90 million,
respectively.

As the system matured, contracting and delivery processes improved, but aid
allocation was completed six months after the end of the FY. For instance, aid
assigned in the FY 1955 would be fully allocated by the year-end.

FR and PA specified not only the amounts by item, but also the allocation methods.
The purchase methods were recorded in the Relief Efforts Status Table. There were
five purchasing methods. A, procurement by US agency, B, procurement for civilian
demand, C, procurement by end user, D, procurement by the Korean Office of Supply,
E, special procurement. Special procurement method was only used for project aid.

When calculating allocation for non-project aid by purchase method from FY 1954
to FY 1960, Method B accounted for the highest proportion at 49 %. Methods C and
D were the next highest with 18% each, followed by Method A with 13%.

Let's take a closer look at each allocation method. Method A was used when it was
more advantageous for US agencies to purchase and supply commodities to Korea
instead of Korean companies. Fuel was the primary commodity. In FY 1954, for the
first time, Method A was used the most, accounting for 30% of the total, as the US
believed that the Korean government lacked the capacity to effectively implement it.

Let's move to Method D, procurement by the Korean Office of Supply. In this
method, the Office, the predecessor to the current Public Procurement Service,
purchase goods for government or public use. Fertilizer was the representative item.
However, the Office did not import goods themselves, they held an international bid
and chose the lowest-priced importers.
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While the supplies were foreign companies, the importers were mostly Korean
companies. The US government paid the suppliers directly in dollars, while the Korean
government paid a commission to Korean importers in Korean currency.

Methods B, procurement for civilian demand and C, procurement by end user both
received aid through the KOB. Both of them used the same payment method. Although
private companies obtained import rights, they did not receive dollars directly. The US
government directly paid the overseas exporters in dollars, while the Korean companies
that received the aid paid the equivalent amount in Korean currency to the BOK.

The difference between B and C was the method of selecting companies. The
recipients of Method C were already chosen when the PA was issued. It was mostly
manufacturers or their associations who processed the goods. Method C included large
items such as raw cotton for textiles. As a result, at its peak, this method accounted
for 39% of all methods.

However, under Method C, big companies received aid at an official exchange rate
lower than the market rate, even when they did not compete. It drew harsh criticism.
The US government also argued against the end user purchase method, as it did not
align with the goal of obtaining as much Korean currency as possible by selling aid
materials. As a result, Method C was no longer used beginning in FY 1959. Large
items such as raw cotton were purchased through Method B.

Unlike Method C, where the recipient companies were predetermined, the recipients
for Method B, procurement for civilian demand, were determined through the KOB's
bidding or a drawing. Because participation in the bidding or drawing was not limited
to manufacturers using the respective items, many trading companies took part.

The aid allocation Method B was modified several times in response to changes in
the Korean FX and financial policies, and consultations with the US. For more details,
please refer to the Week 5 lectures.
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When aid for Method B bid was first allocated in March 1954, an exchange rate
bidding system was implemented. As a result, the funds were allocated to the bidder
who offered the highest exchange rate.

After the single rate system was implemented in August 1995, an official exchange
rate of 500 hwan per dollar was also applied to Method B aid. Since the official rate
was lower than the market rate, competition for popular items became heated.

At that time, the Korean government held a drawing system. For example, If the
total requested amount on the first day exceeded the allocation for a two-day bidding,
applications for the second day were halted, and a drawing was held among the initial
applicants. However, as more applicants viewed this drawing as a lottery game, the
government decided to slightly modify it.

When aid allocation began in 1954, applicants were required to deposit a portion of
the requested amount in Korean currency as a bid deposit. Once the drawing method
was used, applicant numbers surged. From February 1956, the Korean government
then prioritized aid allocation based on deposit amount. If requests still exceeded
allocation, a drawing was held. For example, to obtain popular items, applicants had to
deposit the entire sale amount at an exchange rate of 500 won per dollar at the time
of application.

This new condition was to reduce the number of applicants and ensure a stable

collection of sale revenue for the aid materials. Nevertheless, competition for popular
items remained tight as the gap between the official and the market exchange rate
widened.
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In 1957, a strong fiscal and financial stability plan was implemented. To boost tax
revenues, the Korean government compelled aid recipient companies to purchase
government bonds. In February 1957, the MOF mandated that companies receiving aid
for popular items purchase government bonds at 100 hwan per dollar rate. Since the
bonds traded at 15% to 20% of their issuance price, companies paid an additional cost
of 80 to 85 hwan per dollar.

In May 1957, Korea and the US agreed on and implemented a mandatory bond
placement system for a bid. Thus, aid was allocated to companies that agreed to
purchase more government bonds for every dollar of aid. This was actually an indirect
exchange rate bidding.

Aid allocation methods once again changed in 1958. In May of that year, a
temporary FX special tax law was enacted, and soon after, the mandatory bond
placement system was replaced with FX tax placement system. This was a bidding
system where the aid funds were allocated to companies that agreed to pay more FX
taxes, rather than companies that purchased more government bonds.

In reality, recipients of civilian goods aid were charged 500 hwan per dollar in
addition to the official exchange rate. The FX tax placement system continued until the
temporary FX special law was abolished in 1961.

We have looked at the methods for allocating aid. Except for Method A which
allowed only US agencies to participate, Korean companies could bid in in Method B, C,
and D.
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Korean companies with a shortage of foreign currency were able to import goods
from the Method B and C aid programs, allowing them to pursue business
opportunities. The methods of procurement by end user and procurement for civilian
demand were both used an overvalued official exchange rate. As a result, successful
bidders benefited from the higher exchange rate compared to the market rates used
for export earnings.

Importers who won a contract through international bidding conducted by the Office
of Supply could earn broker commissions.

We learned about the methods for allocating non-project aid. From the following
lectures, we will review the status of aid allocation to companies.
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6-3 Allocation Status of Aid in 1954

Hello, everyone. In the previous lecture, we discussed the methods for allocating
non-project aid. This time, we will look at documents pertaining to the status of FOA
non-project aid to corporations 1954,

In the US FY 1954, non-project aid amounted for around $100 million of the total
FAO aid. Excluding the 30% of bids in Method A reserved for US agencies, Korean
companies could participate in the other three methods. The aid allocated in 1954
indicated which companies received aid through these three methods.

At the FOA/ICA headquarters in Washington, an Office of Small Business (0SB) was
established. The OSB aimed to provide information to US SMEs about aid goods and
services, assisting them in expanding their export business.

It also published two occasional publications, Small Business Circular and Financed
Awards, which included a list of successful bidders with import licenses. These two
publications can be found in the entry for the subject of Office of Small Business
within the Document Group 469 at the NARA.

The Small Business Circular provided information about successful Korean bidders
who won contracts through the procurement for civilian demand bid. For example, the
June 15, 1954, publication listed successful bidders for PA 4238 cement and other PA
aid, including their names, addresses, and allocation amounts.

By consolidating PA count data from various publications, it is possible to identify
the recipient companies and their allocations for 39 out of 42 non-project aid
programs in 1954, amounting to around $30 million out of $35 million.
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The number of successful bidders was 1,207 with duplicates, or around 800 without
duplicates. There were individuals listed as successful bidders in 1954, which was an
unusual feature. This is likely because economic development aid was new, and the
corporate system was in its early stages at the time.

This is a list of 16 companies and organizations with a successful bid of $300,000
or higher. Although many companies received at least a small portion of the aid funds,
these top 16 bidders took a quarter of the total aid.

The six manufacturing entities in the list were Daesung Wood, Lucky Chemicals,
CheilJedang, Gyeongbuk Textile Industries Association, Jeonnam Textiles, and
Dongmyeong Wood. The listed seven trading companies were Sansumg Trading, Samik
Trading, Samyang Trading, Daehan Industry, Samyang Sugar, Taehwa Commerce, and
Wondong Development. Cheil Shipping engaged in both transportation and trading was
included.

Non-actual users who did not process the materials were allowed to bid on civilian
goods, leading to trading companies actively participating and winning contracts.

The exchange rate bid was used for procurement for civilian demand bids in 1954,
The Small Business Circular did not include information about the competition rate or
winning exchange rate for each bid, but it can be found in other sources. For example,
the May 9, 1954 Dong-A llbo article titled Purchasing Status of Materials with FOA Aid
and letters sent to Washington by the US Embassy and the OEC provided the
information.

This graph depicts the relationship between the competition rate, the
bid-to-allocation amount ratio, and the highest successful bid exchange rate for the
57th round of bidding. There were 49 PAs, but with 57 bidding rounds as some PAs
had multiple bidding sessions.
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The average competition rate based on the amount was about 2 to 1. Many cases
had a competition rate below 1, as bid amounts were lower than the announced
allocation amount. The most popular items with a competition rate greater than 10 to
1 included vellum paper, pesticides, and chemicals. Other items with competition rates
greater than 5 to 1 were wheat flour, cotton fabrics, tin, aluminum, worsted yarn, and
rayon yarn.

The highest winning exchange rates for individual bids ranged between 180 and 488
hwan per dollar. It appears that higher bid competition rates resulted in higher winning
exchange rates. Let's now compare these exchange rate to market exchange rates.

At the time, the main market exchange rate was the export dollar selling rate.
Export dollars, or dollars earned from exports, could be deposited with the BOK in the
1950s. These dollars could be sold to importers at a price called the export dollar
selling rate.

The selling rate was further divided into two categories: clearing area rates, primarily
Japan, and others. Exchange rates differed because only US dollars earned from
exports to Japan could be used to import goods from Japan.

The International Trade Yearbook contained the export dollar selling rate since April
1954. The 57th round of bidding ran from March 16 to June 4, with most of the
bidding taking place in April. In this regard, we will look at the export dollar selling
rate for April and May.

All in hwan, the selling rate in April was 555 for the clearing area and 438 for
others, while in May, it was 602 for the clearing area and 487 for others. As a result,
individual bids with the highest winning exchange rate rarely exceeded the market
exchange rate and were often considerably lower.
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US official documents provided the overall weighted average winning exchange rate
for a total of 38 bidding rounds up until April 28, 1954. It was 233.7 hwan per dollar.
This also suggest that most successful bidders could obtain aid funds for import at far
lower exchange rates than the market rates.

This Financed Awards included the results of the purchase by Office of Supply bid.
For example, a December 7, 1954 publication detailed the results of international bids
conducted by the Office of Supply for PA 4282 creosote. It shows that Hwashin
Industries imported $180,000 worth of creosote from Company Marchon in the UK.

In this case, FOA headquarters made a direct dollar payment to the supplier,
Company Marchon, and Hwasin Industries received a commission of approximately 3%
of that amount.

Financed Awards and other documents in Document Group 469 provided lists of
successful bidders for 17 of 21 PAs via the purchase by Office of Supply bid. The
number of successful bidders totaled 117 with duplicates, or 33 without duplicates,
including both Korean and foreign companies.

In the procurement for civilian demand bid, a highest bidding amount was set,
allowing many bidders to compete freely and succeed. However, in the procurement by
the Office of Supply bid, only a few bidders could win, as the lowest-priced bid was
selected.
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The total amount of winning bids in the data was approximately $11 million, which
accounts for 47% of the overall $24 million allocated for the procurement by Office of
Supply bids. PA(Procurement Authorization, FOi&QIX). There are four PAs without
winning bidder information for raw cotton and fertilizers excluding nitrogen fertilizers.
Although these goods accounted for a large portion of the total bid amount, they did
not make up many PAs. However, the Office of Supply held an international bid for
raw cotton in New York. Furthermore, since foreign companies directly participated in
the bid for nitrogen fertilizers, Korean importers would have no chance to participate
and win.

According to the list of successful bidders, 16 bidders won bids of over $300,000,
with 9 of them being foreign companies. Out of these 9, 4 won contracts for nitrogen
fertilizers in which Korean companies could not compete. There were 7 Korean trading
companies listed, including one from China. Interestingly, none of the 16 companies
that won bids of over $300,000 through the Office of Supply bid overlapped with
those that won through the civilian demand procurement bid. This indicates that major
trading companies focused their efforts on a single bid.

In addition, the winning companies from the procurement by end user bid for six
items - raw cotton, soft coal, wheat, molasses, coal tar pitch, and raw sugar - could
be found in newspapers. In 1954, they accounted for over 90% of the total of $17
million in aid allocated through the end user procurement bid. Among them, raw cotton
dominated with a total of $11 million.

In terms of aid goods allocation by item in 1954, raw cotton was allocated to
Spinners and Weavers Association of Korea as an actual user, who then distributed it
to their member companies. Soft coal and coal tar pitch were allocated to Korea Coal
Corporation, raw sugar to CheilJedang, molasses to traditional liquor makers, and wheat
to flour mill owners,
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In the 1950s, raw cotton was one of the most prominent aid goods. As a result,
cotton textile companies made huge profits. Other businesses were also given the
opportunity to grow by receiving aid funds. Some, such as Samsung Trading, received
substantial funds from the aid program.

We reviewed the status of non-project aid allocated to corporations in the 1954,
Next time, we will examine some materials regarding the aid allocation status in 1957,
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6-4 Allocation Status of Aid in 1954

Hello, everyone. Last time, we reviewed the status of aid allocation in 1954. This
time, we will look at some materials pertaining to the aid allocation status in 1957.

This is the BOK's Weekly Report of Sub-authorizations. This report is known as a SA
repot. We will start by learning what it means. The BOK organized the aid allocation
procedures for procurement for civilian demand and procurement by end user methods.

Whether the recipients were chosen through a bid or a drawing, or even if they
were predetermined, the BOK issued them with a type of import license. This license
was called sub-authorization, or SA.

In addition, Procurement Authorization, or PA was the fundamental step in aid
allocation. Since the large lump sum of aid funds approved from the PA stage were
allocated to the companies, the term sub was added, and it was called
sub-authorization.

In 1957, the BOK began collecting information on the sub-authorizations on a
weekly basis and submitting it to the aid authorities. This was the Weekly Report of
Sub-authorizations. The Small Business Circular offered a bidding result for the aid
allocation status in 1954, while the weekly report went one step further, providing
more detailed information.

However, not all companies that were granted sub-authorization by the BOK. It was
because some companies may have given up or had their contract rights revoked for
various  reasons.  Nevertheless, successful bidders were normally granted
sub-authorization.
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In 1957, 57% of non-project aid was allocated for civilian demand, and 26% for the
end user procurement. It indicated that the KOB issued the sub-authorizations for 83%
of non-project aid.

The sub-authorization weekly reports were established in two forms: one was the
original report sent to the ICA OSB, and the other was a replica printed in the OSB
irreqgularly published Financed Awards. These two publications are preserved in
Document Group 469 at the NARA.

The OSB provided information to assist US SMEs in participating in international
trade and exporting products based on aid funding. The OSB's Financed Awards
typically included a list of successful bidders in aid funds based international bids.
Regarding information on Korea, a list of successful Korean bidders was provided,
particularly in international bids held by the Korean Office of Supply.

However, aid allocation results for the civilian demand and end user procurement
bids were also included in 1957. This was because the ICA OSB made a new request
at the end of 1956. They requested the KOB to provide the sub-authorization weekly
reports.

In December 1956, the ICA OEC in Korea wrote to the officer at the Ministry of
Reconstruction about this request. In January 1957, the officer responded that the KOB
would directly send the weekly reports to both the ICA OSB and the ICA OEC.

In a letter to the OEC, the first weekly report covering January 4 to 12 was
submitted in February. The OEC headquarters then requested additional information
such as the recipiens’ names and addresses in addition to the PA number, SA number,
item name, quantity, dollar value, and supplier's name. The information on Korean
imports would have been most useful to US SMEs.
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The date when the report with additional information was sent unknown, but the
earliest discovered report was the BOK's original report for February 11 to 16, 1957.
The first weekly report for April 29 to May 4 was replicated in the Financed Awards
published on June 16, 1957.

Based on both the original reports from the BOK and the replicated reports in
Financed Awards, a total of 19 weeks' worth of reports from 1957 can be found. They
covered the time span from February 11 to October 12, with a 16-week gap in
between. In terms of weeks, it covers roughly 37% of the year, which has 52 weeks.
There are no duplicates between the original and replicated versions.

Let's look at the reports' details more closely. The 377th SA of PA 7207, for
example, was issued to Wonchang Trading Company in Seoul to fund the purchase of
rayon yarn. It could import 33,000 pounds of viscose rayon yarn from ltalviscosa, an
Italian company, for $17,380 dollars. The PA 7207 authorized the Procurement by End
User purchase method.

19 weeks' worth of reports included a total of 2,658 SA information. In the 1957
FY, $82 million was used for non-project aid out of a total of $87 million. Non-project
aid totaled $83 million when other years were factored in. The remaining $4 million
was for project and agricultural surplus aid.

the weekly reports covered 23% of the total aid of $38 million in 1957, and 27% of
the $32 million in ICA aid. Non-project aid alone covered 36% of the total $230 million
in aid. 48% of aid in 1957 was allocated to the method of civilian demand and end
user procurement.

Although the weekly reports did not include all non-project aid in 1957, it was
significantly useful information given that it was the year in which the US provided the
most aid to Korea.
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According to the data, the Office of Supply received the most aid funds through the
BOK, totaling up to $32.7 million. Although the Office of Supply conducted an
international bidding, they received aid funds through the KOB. It was because they
imported fertilizers on behalf of the end user, the Agricultural Bank, through the
procurement by end user bid.

Following the Office of Supply, associations were the next largest recipients,
including the Milling Industry receiving $10.65 million, the Sugar $3.49 million, and the
Worsted Spinners and Weavers $2.28 million. 6 of the 26 recipients who received more
than $300,000 in aid were associations.

In terms of individual companies, Daehan Yangbi, specializing in fertilizer, received
the most aid funds at $890,000, followed by Samsung C&T, which received $830,000.
Among trading entities, Samsung C&T received significant aid funds in 1954 and again
in 1957. Geonseol Construction and Mijin Chemical were also among the top 10
recipients. The predecessor of LG Chem, Lucky Chemical Company, was included.

Now, we will discuss the benefits of aid fund allocation for companies. The official
exchange rate was 500 hwan per dollar after September 1955, but the black market
rate exceeded 1,000 hwan in 1957.

If private companies did not receive aid funds for their imports, they had to
purchase dollars earned by exporters at similar black market rates. Aid was not
provided free of charge, but recipients simply were able to pay for it in Korean
currency to the KOB at an official exchange rate.

However, after the end of 1956, they were required to purchase government bonds
to receive aid. Until February 1957, 20 hwan bonds were required for every dollar of
aid. Starting in March, the requirement increased to 100 hwan bonds per dollar if the
request exceeded the allocation, and 30 hwan otherwise.
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Furthermore, auctions requiring the purchase of bonds were held, and aid was
allocated to those who purchased most bonds. The amount of government bonds
purchased by each company varied. We can find the average value in the US official
documents. After May, the required purchase of government bonds per dollar of aid
increased to 10 hwan on average.

Because the buyer could receive interest and principal payments later, not the entire
purchase price was considered cost. However, due to rapidly rising inflation, the
principal value fell sharply, resulting in the actual transaction price of the bonds being
only about 20% of the face value.

This means that if an aid recipient company purchased bonds and then sold them
immediately, they could only recoup about 20% of the purchase amount. Despite these
costs, most companies still found the average bond purchase amount to be favorable
compared to the market exchange rate of over 1,000 hwan per dollar.

We reviewed documents pertaining to aid allocation in 1957, specifically non-project
aid allocated to companies. Today, we discovered that, as in 1954, many companies
received aid funds under favorable conditions in 1957. Next time will focus on the aid
allocation status in 1959.
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m Allocation Status of Aid in 1959

Hello, everyone. In the previous lecture, we reviewed documents that detailed the
allocation of aid to companies in 1957. In this lecture, we will look at documents
pertaining to aid allocation in 1959.

The title of the document is Daily Report on Allocation of ICA Funds. The BOK
published an English report on the results of the procurement for civilian demand bid.
Despite the title Daily report, it was actually submitted to US aid officials on a monthly
basis. This is the raw wool bidding result in PA 9072, which was issued on July 20,
1959.

The Daily report differed from the Small Business Circular, Finance Awards, and
Sub-authorization Weekly Reports in that it included information on all companies that
bid, including unsuccessful companies. Its main feature was that it provided information
on individual companies' bidding conditions, such as the amount of government bond
and FX tax.

For example, Shinil Trading participated in the raw wool bidding for PA 9072 on July
20 but did not win the bid because it declared a low FX tax placement amount.

The reason for the difference is that the reports in 1954 and 1957 were created by
the Small Business Administration to inform US exporters of the status of aid
allocation for their business opportunities. In contrast, the daily reports in 1959 were
created in response to a request from US aid agencies in Korea, who were interested
in understanding the appropriate exchange rate level.

At the time, the representative exchange rate was the selling rate of export dollars.
However, US aid officials were also interested in the winning exchange rate for aid

funds.
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According to documents from US aid agencies, the first daily report was sent to
ICA's headquarters in September 1957. The daily report, covering May to September,
listed details on each bid, including winning bidder names, winning bids, and the
amount of bonds involved. During this period, bidders had to purchase government
bonds to secure the procurement for civilian demand bid.

The daily report was compiled and submitted on a monthly basis. It also included
information on unsuccessful bidders from October. In early 1958, the results of bids
from December 1956 were submitted to the ICA's headquarters, as per their request.

The daily reports are preserved in Document Group 469 at the NARA. These reports,
sent to the OEC and USOM by the BOK and the copies sent to the ICA headquarters,
are maintained in separate entries.

The reports were submitted over a 46-month period, from December 1956 to
September 1960. However, only 21 months of data have been found. The earliest
report dates back to November 1957. Three months of reports from 1958, a full year
from 1959, and five months from 1960 are preserved.

Since the daily reports focused on bidding results, they only included information on
procurement for civilian demand bids. However, the reports also covered agricultural
surplus aid, as it was allocated using the same bidding method, in addition to the ICA's
non-project aid.

The available 21 months of daily reports comprised a total of 1,082 bidding records,
with 11,918 participants with duplicates. This means that we can find 11,918 entries of
bidding information, including both winning and losing companies. Of these, 6,427
entries are associated with the winning companies.
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We will now examine the daily reports from 1959, containing the entire 12-month
bid records. In 1959, the Procurement by End User bid method was abolished, resulting
in Procurement for Civilian Demand bids accounting for 64% of the total non-project
aid.

In 1959, 6,669 companies bid, including duplicate entries. The total number of
successful bidders was 3,276. The total bid amount was approximately $180 million,
with around $100 million successful. Either way, the competition rate was about 2 to 1
on average. The more popular items had higher competition rates, whereas the less
popular items were either rejected or awarded to all bidders.

To determine how much aid a company received in 1959, it is necessary to find the
same company that bid multiple times. This task is easier in the reports from 1954 to
1957 since they listed the company addresses.

However, the daily reports from 1959 only included company names without any
addresses. Moreover, when the KOB staff translated Korean bidding records into
English, they approximated Korean company names, making it more challenging to
identify the same one. In some cases, different English names were used to refer to
the same company, but this was resolved by comparing the data to other records.

Using various supporting documents, it was estimated that 2,112 companies
participated in around 1,000 bids in 1959, excluding duplicates. Each company
submitted an average of 3.5 bids, with a success rate of 53%. The average winning
bid was roughly $50,000.

For winning bids, the average FX tax rate was 360 hwan per dollar. When factoring
in the official exchange rate, the average winning rate was 860 hwan per dollar.
Despite this, the successful bidders benefited significantly because the market
exchange rate at the time was over 1,000 won per dollar.
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To compare with the monthly market exchange rates, | calculated the monthly
highest, lowest, and weighted average winning bid exchange rates from daily report
records. Thus, the highest matched the market exchange rate or export dollar selling
rate. The bidders were mindful of the market exchange rate. No bidders would bid
higher than the market exchange rate.

The lowest rate recorded 650 hwan per dollar. This was the sum of the 500 hwan
official rate and the 150 hwan FX tax rate. The weighted average exchange rate was
notably lower than the market rate.

Many companies were able to profit greatly from the exchange rate by receiving aid
funds at lower rates. Companies that won bids at or near the market exchange rate
may not have benefited significantly from the exchange rate, but they could still secure
a significant amount of import earnings due to the insufficient volume of dollars traded
in the market.

In terms of the types of winning companies, 9 of the top 20 were cotton textile
companies. They were among the top five, and each received approximately $2.5 million
in aid. Although the aid for raw wool was allocated from end user bidders to bidders
procuring civilian goods, only companies with manufacturing facilities qualified. Thus, the
winning bidders were mostly end users.

However, some trading companies received large winnings. Geunyoung Trading,
Hyosung Trading, and Samsung C&T each won a bid of around $1 million. Lee
Byung-chul and his partners owned all three companies. Given the trend since the
1960s, they could have effectively operated as a single entity.

The three companies received approximately $3 million in aid, which exceeded that
of the textile companies. The aid allocated to Samsung Group was a significant help to
the group's activities in the 1950s.
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We examined documents pertaining to the status of non-project aid allocation to
businesses. Based on the daily reports in 1959,

companies received aid under favorable conditions.
summarize the non-project aid allocation in 1950s.

it appears that many Korean
In the next lecture, we will
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Hello, everyone. In the previous lecture, we looked at the documents about
non-project aid that allocated to companies in 1959. In this lecture, we will summarize
the allocation of non-project aid in the 1950s.

The US, through the FOA/ICA, provided substantial aid to Korea to Korea in the
mid- and late 1950s. The FOA/ICA aid funds consisted of project aid and non-project
aid. Project aid funds were used to import goods or acquire consulting services
required to complete special projects such as power plant construction. Meanwhile,
non-project aid funds were spent on importing goods for the domestic economy such
as fertilizers and raw cotton.

Although Korea requested more project aid than non-project aid, the US government
decided that non-project aid was more urgently needed to import daily commodities
and raw materials and to curb inflation. As a result, from 1953 to 1960, the 72% of
the total aid was allocated to non-project aid while 28% to project aid. That was in
line with the US's intention.

Four methods were used for non-project aid allocation. The most common method
was procurement for civilian demand where the BOK established a bid or a drawing to
select recipient companies. Since the bids or drawings were open to all companies,
many traders entered.

Procurement by end user was the second most common. Through this method, aid
was directly allocated to manufacturers or their associations without using bids or
drawing. Despite differences between the two methods, they both had the same
importing process. We will come back to it later.
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Next, procurement by the Korean Office of Supply. The Office purchased government
supplies or public goods. In this case, the Office was the buyer, but typically chose the
lowest-bidding import companies to supply. Therefore, there was an opportunity for
Korean traders to participate.

Lastly, procurement by US agency, which used the least. US agencies purchased
goods themselves and supplied them to Korea. Korean companies were not allowed to
participate in the method.

Let's go back to the importing process of the two procurement methods: civilian
demand and end user.

The numbers tell us the order. The FOA/ICA headquarters issued a PA. the BOK held
a bid or drawing for civilian demand. For end user purchase method, the pre-selected
companies were notified about the PA. Small Business Circular and daily reports on
ICA's fund allocation recorded the results of the bid or drawing.

The selected companies received an offer from the exporter and then applied for
the BOK's sub-authorization. The BOK, after reviews, issued SAs. The list can be found
in their weekly SA reports.

After that, the BOK requested the US bank that managed the FOA/ICA's funds to
open a letter of credit. The exporters then verified the LC and shipped the goods to
Korea. Upon receipt of the goods, the Korean importers paid in Korean currency at the
BOK. Then, the US bank paid the exporters in dollars.

There were three documents related to the importing process using aid funds. The
documents contained the information on aid allocation to companies. The Small
Business Circular listed which companies received the $30 million aid fund in 1954,
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The BOK's weekly SA report included the list of the recipients of the $90 million aid
fund in 1957. We can also find the names of exporters because the importers had to
receive offers from the exporters for their SA process.

The ICA’'s daily reports on fund allocation recorded the bid results for 12 months
from 1957 to 1960. The reports covering the entire year 1959 have been preserved.
The total amount was $200 million. In 1959, $100 million was set aside. We can also
find the bid price of unsuccessful bidders.

Based on the data analysis, we can confirm that the aid recipients came from
diverse industries, including flour, sugar, and cotton. They took advantage of the
exchange rate lower than the market rate in the bids. Thus, the fairness of the
allocation must be discussed.

It is noteworthy that the procurement aid fund for civilian demand, the largest
portion of the total non-project aid, was allocated through a biding or drawing process.
Although the end user procurement method was abolished in 1959, with the exception
of a few items such as raw cotton, most goods still went through a bidding or
drawing process.

As a result, there was almost no room for corruption. It may be unfair to assume
that there was corruption in the aid allocation process during the 1950s, and this
should be reconsidered.

We summarized the allocation process of non-project aid in the 1950s. This is the
end of Week 6. Next lecture will cover the allocation of project aid in the 1950s.

Thank you.
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