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WEEK

Development of the Korea National Railroad
1 2 under the Armistice and Prospects of East Asian Railways

12-1 Purpose of Lecture

Hello, students. I'm Chaisung Lim, the lecturer of this course, <Modern and Contemporary
History of East Asia through Railways>. In this lecture, we will look at the restoration of
facilities and management conditions of the Korea National Railroad (KNR) in the armistice
system, and discuss the prospects of the East Asian railway.

When it comes to evaluating the 1950s, negative historical assessments are still being
reproduced, which was originally made by the Third Republic to ensure the legitimacy of its
rule established through military coups. They insist that the 1950s was a time of economic
chaos and corruption, and the Rhee Syngman regime failed to establish social stability and
set directions for economic policy, unable to effectively mobilize the creative capabilities of
the people.

This position also claims that the U.S. aid to Korea led to the decline of indigenous capital
and strengthened economic dependence on external factors. However, it is also important to
note that the radical progress of farmland reform, the massive disposal of
government-vested properties, aid allocation, formation of ‘chaebol (wealthy clique), and the
state's strong intervention that made all of these possible also took place in the 1950s. In
this regard, this lecture aims to analyze the railway management in detail, considering that
railway accounted for most of the domestic transportation in the 1950s.
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It will clarify the process where KNR streamlined management and established an efficient
transportation system in response to the hardening budget constraints following the
adjustment from wartime to peacetime economy. It will also reveal the significance of the
restoration and reconstruction process of peacetime system out of wartime mobilization,
which was the historical background of rapid economic growth. was established as a colonial
railway, but after liberation, it was reorganized into a divided railway and became an
infrastructure for new national and economic construction against North Korea's socialist
state. (Im Chae-sung, 2005) So, when the Korean War broke out, KNR had to go into a
transportation war despite the loss of one-third of its human resources, and nearly half of
its facilities, to carry out the three folded tasks of war, transportation, and restoration.
(Ministry of Transportation, 1952).

It went under the control of the U.S. 3" Transportation Military Railway Service (TMRS) and
carried out the distribution of transportation services in advance by priority of importance. As
a result, the supply of coal and other materials was handled as economic aid, and KNR was
fully integrated into the US. war mobilization system in both management resource
procurement and transportation capacity allocation. Since then, KNR accomplished military
transportation by deploying remaining employees and vehicles and promoting transportation
efficiency.

When the cease-fire system was established and the military situation stabilized, the right
to operate the railway was returned to the Korean government, and KNR restored its
peacetime structure. Now, Korean employees had to work on the restoration of war-damaged
facilities with their own hands and improve railway management capacity to support economic
revival in terms of transportation.

However, the aid materials were now provided at a cost, which had a negative impact on the
reinforcement of transportation capacity as well as the restoration of facilities. So, KNR was
requested to change its operating system to adapt to postwar railway management. It was
through this process that the transportational conditions were set up for the economic growth
in the 1960s.
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However, the existing research (Korean National Railroad, 1999 and Korea Railway Culture
Foundation, 2019) has not addressed the significance of the restoration of peacetime rail
system from the railway mobilization system. Even in the few studies, the changes in the
external environment surrounding KNR following the establishment of the ceasefire system
and the corresponding reorganization of the railway operation system were not in the scope
of analysis. Also, the viewpoint of economic restoration can rarely be found in the study of
Korean economic history.

We have examined the historical significance of the revival and management of KNR under
the armistice system, in that it was the historical prerequisite of the railway transportation
that supported the Korean economy in terms of logistics during the rapid growth period.

Next time, we will review the emerging management resource problem caused by the end
of free aid for operating materials by the time the railway revival plan was implemented.
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AV Initiation of Railway Recovery Project and Procurement of Railway Materials

Hello, students. Last time, we looked at the historical significance of the revival and
management of the Korea National Railroad under the armistice system, in terms of historical
prerequisite of railway transportation. In this session, we will look at the initiation of the
railway recovery project and the procurement issue of railway materials.

When concessions were made on the repatriation of prisoners, which had been the biggest
hurdle, the ceasefire talks progressed rapidly, and the Armistice Agreement was finally signed
at 10 am. on July 27, 1953, two years after the talks began.

With the signing of the armistice, ‘peace’ came to the Korean Peninsula, but transportation
facilities were still under the control of the Allied Command until the military situation
stabilized. Therefore, KNR was still focusing on the restoration of the war-damaged facilities
under the direction of the 3™ Transportation Military Railway Service (TMRS).

Here, we need to pay attention to the Tasca Report, which was the basis for Korean aid
after the ceasefire. The Tasca Mission visited Korea as a special representative of the U.S.
president in April 1953 and conducted a vigorous field survey for two months, submitting a
so-called Tasca Report titled ‘Strengthening the Korean Economy’ on June 15.

According to the report, while the restoration of transportation sector was based on the
Korean government's five-year plan, they sought to address the shortage of railway
transportation, which was the ‘most important deterrent to economic revival, with greater
investment for railways. So, the report proposed to focus on increasing railway vehicles,
restoring existing facilities, and constructing three major industrial lines.

Looking at the details of the implementation of railway recovery plan, the introduction of
investment goods in 1953 was only about $4.1 million in UNKRA aid, but in 1954, FOA aid of
$25.26 million was approved, of which the supply of investment goods reached $19.15
million, or 95% of the approved purchase.

BN G P AN NN RRRERRERERRRREE
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In particular, railway investment focused on easing difficulties in civilian transportation, and
about 60% of the investment was used to increase railway vehicles, including 56 passenger
cars and 1,540 freight cars.In addition, 15% of the investment was approved as the
construction cost of the three major industrial lines, and construction work began on May 15,
1953, with technical support from Uta Construction Company and the Korean Army Engineer
Corps, under the supervision of the newly established Railway Construction Bureau.

However, the actual order procedure of materials was extremely complicated,
and a lot of coordination efforts were requested between the Office of the Economic
Coordinator (OEC), the Korean Civil Assistance Command (KCAC), and the TMRS.

In addition, because the US and Korea were at odds over the issues of separating military
and economic aid, the right to purchase aid and the region of purchase, and the exchange
rate, FOA aid could not be properly injected until November 1954, As a result, the
construction site was suffering the ‘shortage of government supplies’ such as cement,
gunpowder, and steel, and the contractors were also in trouble obtaining materials.

Moreover, it was difficult to secure financial resources, so the construction was barely
possible by receiving support from the UN Forces and KCOMZ instead. As of April 1955, out
of the $5.18 million required for all restoration materials, only $1 million had arrived, so the
recovery project was forced to be delayed. Consequently, the recovery rate of the
war-damaged facilities in 1954 was only 6.3%, less than the previous year's 8.2%.

In addition, it was decided to reduce the number of U.S. Forces in Korea, and in August
1954, the Pentagon announced the withdrawal of four of the six divisions. Accordingly, the
procurement of railway materials by CRIK aid as well as by the personnel from the 3 TMRS
was to be reduced.
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The Far East Command (FECOM) had already decided to reduce the number of railway
workers by 12%, and in September 1953, a cost-saving committee was established in the
TMRS, auditing the railway goods and canceling the additional supply of surplus goods. In
1954, an order was issued to repatriate railway vehicles including locomotives, and it began
to be partially implemented in June.

In addition, free aid called ‘the UN Forces Supply, which amounted to $35 million a year,
was reduced to $20 million after the ceasefire, which disrupted daily railway operations.
Considering that the budget for revenue account of KNR was 8.73 billion Awan at the time,
you can tell how much the decrease in free aid, reaching 2.6 billion Awan, pressured the
management balance.

Moreover, in January 1955, ‘the UN Forces Supply’ was suspended, and the supply of
materials was funded by FOA aid, which would cause disruption of the recovery project.
Because the impact was so great, the UN Forces decided to provide $16 million of rail
operating materials for 1955 alone, but coal and oil still had to be procured as paid aid. As
the supply of coal plummeted eventually, the passenger trains were reduced once again in
January 1955,

Since the existing aid became payable like this, it became difficult to implement the railway
budget prepared in line with the retrenchment under pressure from the Combined Economic
Board (CEB). To cope with this huge change, KNR decided to cut its workforce by 25% in
August 1953 in order to reduce operating costs. Despite strong opposition from the
Federation of Korean Railroad Workers' Unions, abbreviated as the Railway Federation, of the
Great Korean Independent Labour League (GKILL), the number of employees decreased from
31,957 in 1953 to 29,304 in 1954.

In particular, in terms of status, the layoff hit the fifth-grade and lower employees the
hardest, so shortage of field workers became aggravated. Nevertheless, additional 517 jobs
were cut in 1954, As already mentioned, the deployment of U.S. railway personnel was also
reduced, and the shortage of labor became an even more serious problem.
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In response, KNR focused on frontline work related to train operation and deployed
workers accordingly, but it could not solve the shortage of personnel, so the office hours of
employees were extended to 11 hours, and the station manager had to be engaged in ticket
sales.

Working condition of drivers was worsened, and sometimes it took 40 to 50 hours from
Seoul to Incheon, and in some cases, it took more than a week to carry out operations. In
the end, the rest time during operation was shortened, which caused difficulties in recovering
from fatigue, inevitably lowering the physical strength. As a result, the number of employee
casualties reached more than 3,000 a year. There was a report suggesting that “at least
4,826 more workers are needed” to streamline railway operations by mitigating this shortage
of personnel at least to a certain degree.

At the same time, the livelihood of employees was also threatened. Inflation rarely abated
even after the ceasefire, and real wages plummeted more than the ones received during the
war. The Railway Federation began a fight for higher wages, and KNR decided to pay wages
with 5,000 Awan standard from April 1954, and to pay the increase separately for the
previous three months, but extreme budget pressure made this increase also impossible.

As a result, real wages continued to decline, and as of December 1954, the average
worker's salary was 15,000-25,000 Awan, while the transportation department staff received
only 4,500-8,000 Awan. In addition, the distribution of rice was unstable, with temporary
suspension, inconsistent quality across regions, and irregular distribution date. The number of
staff stores also decreased.

According to a survey of 86 field employees in December 1954, the average shortage of
living expenses for the minimum living reached 13,314 Awan, and 45% of the shortage was
supplemented by family side income, 37% by family auxiliary income, and 17% by employees'

own side income.
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This result is considered to be accurate, given that 70% of the respondents were over the
age of 30 and many were level 4 employees in the Ministry of Transportation, who were
relatively stable middle managers.

The failure to provide incentives resulted in the turnover of technicians and the recurrence
of absence without notice and misconduct, which seemed to have been decreasing.

Containing budget spending also disrupted the internal education system. For normal
railway operation, it was necessary to continuously retrain employees, mainly at 15 divisions
of Training Department in Transportation High School.

Nevertheless, almost all retraining, except for a little by the Training Department and field
training, practically fell into a ‘hibernating state’ during the 15-month fiscal year. Furthermore,
the regular course of the Transportation High School, which was aimed at fostering future
railway experts, was not able to provide employment opportunities to graduates who wanted
to work on the railway, due to budget constraints.

So far, we have examined the situation where the railway recovery began, but the supply
of investment goods had to wait for a long time while coordinating opinions between the
U.S. and South Korea, aggravating the shortage of materials at the construction site.

In addition, as the U.S. intervention reduced, the free supply of operation materials became
payable, which affected daily railway operations. And, in the management of human
resources, in order to reduce operating costs, personnel cut, suppression of pay raise, and
reduction of fringe benefits were made, and even retraining of existing employees became
difficult.

In the next session, we will look at the deterioration of railway operation capacity and
freight congestion.
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12-3 Decreased Railway Operation Capacity and Freight Congestion

Hello, students. In the last session, we looked at the initiation of the railway recovery
project and the procurement of railway materials. In this session, we will examine the decline
in railway operation capacity and the occurrence of freight congestion.

First of all, let's review the changes in the vehicle repair and dispatch capabilities that had
been the basis for large-scale wartime transportation during the war, as it became hard to
secure management resources for the Korea National Railroad (KNR).

As for the railway factories, the abundant supply of materials and technical guidance of the
U.S. Forces during the war enabled them to increase the repair capacity quantitatively despite
the enormous war damage.

However, the acquisition of parts through aid for steam engines, such as steel plates,
structural steel, pig iron, outer wheels, break accessories and nuts, became complicated in
terms of procedure and they were often not available in a timely manner. This not only
disrupted the repair work, but also made it difficult to obtain materials with insufficient
budget.

Moreover, as the 765" Railway Factory Battalion's forces gradually decreased from 581 in
April 1953, the repair capacity for railway vehicles began to decline. In the case of the Busan
Workshop, 138 skilled workers were transferred to general factories during 1954, and
improvement of poor working conditions was requested.

As a result, in 1954, both locomotives and freight cars had less repaired vehicles than the
previous year, and the general amount of labor per locomotive repair, or work, increased
from 1,145 in 1953 to 1,254 in 1954, showing a decrease in repair capacity.
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This deteriorated the efficiency of vehicle operation, and the ratio of locomotive operation
from April 1954 to June 1955 reduced to 70% from 80-90% during the war. This decline in
repair capacity also affected the repair conditions of the vehicles that were released from the
factory, resulting in shorter return period, and in some cases, re-entry’ to the factory that
could be humiliation to the repair worker.

Next, in terms of allocation, as the number of U.S. Forces transport personnel decreased
and the demand for transportation diversified, the capacity was inevitably decreased. While
the average number of trains per day per km, and the average km of trains and locomotives
per day increased from those during the war, in cargo transportation, the average number of
passing freight cars per day per km and the average tonnage per train were decreasing. This
can be seen as affected significantly by the decline in military transport, but considering that
the transportation market was under pressure from excessive demand, the decline in
dispatch capacity must have been the main cause.

For this reason, in December 1954, they tried to increase the efficiency of freight car
usage by conducting a campaign for ‘shortening the dwell time of freight cars and enhancing
the unloading capacity,” but it decreased from 16% in 1952 to 14% in 1953, and 11% in
1954,

It became lower than 12% in 1951, when there were fierce battles.

This decline in dispatch capacity must have been amplified before the return of the right
to operate the railway in June, 1955, by the entangling of command systems and temporary
confusion caused by the gradual transfer of transport control to the Ministry of

Transportation
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As the train operation increased, more driving accidents occurred. The number of driving
accidents, which seemed to be decreasing with the establishment of the Safety Commission
in November 1952, began to increase again in 1954. Looking at the casualties by type of
accident from April 1954 to March 1955, there were 3671 people passing or intruding the
track, 8 sleeping on the track, 22 passing railway bridges, 30 on the railroad crossing, 83
jumping up and down the train, 49 falling off the train, 24 jumping to their deaths and 97
in crash with wagons.

In addition to the accidents caused by the weakening of the ground and incomplete
restoration of facilities, it is obvious that the number of personal accidents of the residents
along the rail lines and the collision with cars and wagons increased. It was difficult to
prevent these kinds of accidents without restoring facilities, maintaining road, and installing
safety equipment at the railroad crossings, but the lack of funds made it impossible to do
them, so all that could be done was propaganda and enlightenment of traffic morals.

This decline in operational capacity was also reflected in rail transport. In terms of
transportation trends, military transportation declined from more than 80% of the total to
about 50% in 1954, while civilian transportation increased with recovery in production and
decrease in military transportation, accounting for 30% of the total. In passenger
transportation, passenger trains for general travelers increased, and in 1954, the number
reached 220 trains, including mixed ones.

As such, despite a 30% decrease in ton-km of cargo transport compared to the previous
year, about 420,000 tons of cargo were accumulated on March 29, 1955, due to deteriorated
operational capacity. This was also reflected in the trend of labor productivity per capita,
which was 126 in 1952 and fell to 99.4 in 1953 and 77.7 in 1954.

The management performance of KNR also worsened. The fare increase was 200% for
cargo and 300% for passengers in October 1953, and 90% for both passengers and cargo in
January 1955, but the deficit reached 28% of the total budget in 1953. And in the fiscal
year of 1954, from March 1954 to June 1955, KNR had to borrow 3.11589 billion Awan from
the government budget and the Bank of Korea.
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Moreover, with the return of the right to operate the railway, free aid was reduced, and
fuel cost, which accounted for one-third of the total operating expenses, was to be carried
over to the revenue account at the request of the Office of the Economic Coordinator (OEC).
Therefore, the most urgent task of KNR was to establish an efficient system while securing
independent management coping with the worsening business conditions.

So far, we have explored the process in which, as the procurement of railway materials
became payable and the intervention of the 3 TMRS declined, KNR had to face the decline
in both vehicle repair and dispatch capacities, which had been the basis for accomplishing
wartime transportation. As a result, driving accidents also tended to increase, making it clear
that the transportation system was deteriorating.

In the next session, we will review the resumption of independent operation and hardening
of budget constraints.
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Resumption of Independent Operations
and Hardening of Budget Constraints

12-4
Hello, students. In the last session, we looked at the deterioration of railway operation

capacity and the occurrence of freight congestion. In this session, we will look at the
resumption of independent operation and the hardening of budget constraints.

First of all, | would like to review the hardening of budget constraints faced by the Korea
National Railroad as the right to operate the railway was returned to Korea, and clarify the
background in which measures were taken to streamline the management.

As the military situation on the Korean Peninsula stabilized, the dissolution of the KCOMZ
and the railway command was decided, and on April 27, 1955, the ‘Contract for UN Forces
Military Transport’ was signed between the Ministry of Transportation and KCOMZ
Accordingly, the right to operate the railway was returned to the Korean government as of
June 1, 1955, and the authority to implement transportation plans and procure management
resources was transferred to the Ministry of Transportation, which triggered the restoration
of the peacetime system. And the method to provide transportation capacity to the UN
Forces shifted from the previous command relationship to a trading relationship.

So, let's start by looking at the newly reorganized military transport system. The UN Forces
redeployed the 8077™ unit, ATO, FTO, ITO, etc, with the Eighth US. Army (EUSAK)
Transportation Division at the center, and the EUSAK Transportation Division was in charge of
the transportation requests from each jurisdiction, gave them the transportation approval
numbers, and finally, the ITO applied for transportation at each station of the Ministry of
Transportation.

In addition, for liaison work with the Ministry of Transportation HQ and the Railway Bureaus,
railway advisors and local railway advisors were assigned to the Ministry of Transportation HQ
and major Railway Bureaus, respectively. In addition, the 21%" US. Forces Finance Division
managed the overall fare payment. With the return of operational rights like this, the
restoration of peacetime railway transportation progressed dramatically.
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In October 1955, the train time was revised, and freight transportation changed from the
conventional irregular and temporary train operations to regular ones, with as many way
trains as possible, giving regularity to train operation. In terms of the distribution of
transportation capacity, they focused on passenger transportation and tried to meet the
expectations of ordinary passengers by increasing the number of commuter trains and
general passenger trains in the city. In terms of handling, the allocation of transportation
capacity to military transport continued to be prioritized, taking into account the ceasefire
situation, but the quality control of the objects of transportation was significantly eliminated.

In terms of cargo transportation, previously they had the material control authority or
material control organization submit a transportation request for each controlled material to
KNR, and then the transportation plan was made accordingly, but it was not possible in the
free economy any more, so transportation services were provided in the order of the receipt
of request. Also in passenger transportation, not only the passenger certification system was
eliminated, but also the restrictions on ticket sales were lifted and the direct sale of tickets
between the main and branch lines became possible.

On the other hand, this return to the peacetime system of railway operation means that
KNR had to face hard budget constraints, away from the safe net of UN Forces support. It
should be pointed out here that following the return of the right to operate the railway, U.S.
military personnel and various facilities including diesel locomotives, were repatriated from
Korea to the U.S. military base.

Of course, $43 million worth of transportation equipment, including four diesel locomotives,
18 steam locomotives, 56 passenger cars, 1,741 freight cars, various parts for vehicle repair,
and various structures, was delivered to South Korea as the ‘U.S. military surplus fund.

However, as you can see from the fact that South Korea only acquired four 800
horsepower vehicles although it made every effort to get all the diesel locomotives used by
the UN Forces, the repatriation of U.S. Forces had a huge impact on rail transport in Korea.
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In addition, there was a big change in labor-management relations. To solve the difficulty
of maintaining employees' livelihoods, the Railway Federation launched a fight for pay raise
on the one hand and on the other, ‘promoted collective agreements from the side,’ thus
using double tactics of dispute.

Specifically, the Federation sent the draft of labor agreement to the Minister of
Transportation, while preparing for a formal dispute over wage increase on December 17,
1954, and notified that it would begin a formal dispute on the grounds of violation of Article
34 of the Trade Union Act if there was no reply concerning the labor-management council
for collective agreement by the 25"

In response, the government took part in the council for collective agreement, taking into
account the failure to keep the promise to increase wages and the strong attitude of the
Railway Federation, and applied the '5,000-Awan salary standard’” from January 1955,
calculated in the 1954 budget. This improvement did not meet the demands of the Railway
Federation, but with the continued pay raise struggle and the signing of collective
agreements, both the labor and management finally signed on the 48 articles of ‘National
Railway Collective Agreement’ for the first time in Korea on August 18, 1955.

Consequently, the National Railway Labor Council was formed, creating an institutional
framework for negotiating labor conditions such as remuneration, guarantee of status,
working hours, holidays, vacations, rewards and disciplinary action, and disaster compensation.
And this meant that the management of human resources of KNR became partially bound by
the details of collective agreement.

In addition, upon the return of the right to operate the railway, KNR was now responsible
for compensation for damages caused by driving and cargo accidents, which had previously
been handled as military expenses. Moreover, when the 772™ U.S. Forces Police Battalion and
KNR Guards, which had had about 2,000 people, were released from railway security duties,
not only cargo accidents but also equipment thefts surged at once.

BN G P AN NN RRRERRERERRRREE
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Besides the theft of coal for driving, an average of 22,000 vehicle parts were stolen per
month from April to September 1955, which not only disrupted train operations, but also put
more pressure on already difficult railway management. So, in August 1955, the cargo
security regulations were urgently enacted to strengthen independent security, and 600 new
guards were hired. However, it was not enough to prevent organized theft.

From January to December in 1956, the amount that KNR had to compensate general
shippers because of cargo theft reached 15 million Awan. The amount reached astronomical
figures if we include 120 million Awan worth of UN Forces cargo and 80 million Awan aid. In
response, KNR established the Traffic Safety Committee on August 17, 1956, to investigate
the cause and prevent the recurrence of the accident, and at the same time organized the
Railway Lovers Corps on February 9, 1957, to strengthen independent security across the
entire organization of the Ministry of Transportation.

However, it was in the material procurement and accounting sectors that showed the
strongest tendency to harden budget constraints like this. Since January 1956, materials for
railway operation other than coal and oil became payable, and half of the revenue accounts
was diverted to daily railway operating expenses in the fiscal year of 1955, from July 1955
to December 1956.

Moreover, at the request of the OEC, materials for railway operation except for imported coal
were handled in revenue accounts from 1957, and from 1958, the same was done for imported
coal.

To cope with the anticipated decrease in revenue caused by this, the fare was increased
60% for passengers and 130% for cargo on August 3, 1955, but when the 9.5 Emergency
Financial Measures were taken to prevent inflation and achieve austerity, rail fares returned
to the old rates. After all, as part of the low-price policy, rail fares were kept below
transportation costs, and conventional measure of reducing the deficit in revenue accounts

through higher fares was no longer feasible.
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As of December 1956, if you compare fares with costs per kilometre, for passenger
transport, accounting for about 40% of the entire train operations, it was 2 Awan 26 jeon to
2 hwan 92 jeon, and for freight transport, which accounted for about 60 percent, it was 1
hwan 11 jeon and 14 hAwan 18 jeon. Not only passenger transport was in the red, but
freight transport was creating a huge deficit.

So far, we have looked that when the right to operate the railway was returned to the
Korean government, the allocation of transportation power shifted from bureaucratic
adjustment to market adjustment, and train operations were also reorganized around regular
passenger trains, which in fact improved significantly. We have also looked at the situation
where, as the U.S. railway unit returned to its home country, UN Forces' support was halted,
and almost at the same time, a collective agreement between labor and management was
signed, partially restricting the human resource management of KNR, which inevitably
deteriorated its management balance.

In this situation, the increase in fares was suppressed from the standpoint of economic
stabilization, and railroad management became more and more pressured. In other words,
KNR faced hard budget constraints with the reorganization for independent operation, and
had to push for streamlining management anew and establish an efficient transportation
system.

Next time, we will look at the progress of railway investment and the realization of
management stabilization.
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AN Progress of Railway Investment and Stabilization of Management

Hello, students. In the last session, we looked at the resumption of independent operation
and hardening of budget constraints. In this session, we will look at the progress of railway
investment and the stabilization of management.

First, | would like to analyze the process in which the Korea National Railroad (KNR)
improved transportation efficiency and built a stable management base through strategic
resource management inside, and clarify the historical background of economic growth in the
transportation system in the 1960s.

First, let's look at the increase in transportation demand. In February 1955, the Ministry of
Reconstruction was established to oversee the Industrial and Economic Revival Project,
previously done by the Planning Department, and strategically managed economic aid funds
and financial investment and loans with the agreement of the Combined Economic Board
(CEB). This supplemented the low domestic savings rate, and the Korean economy achieved
continuous recovery, recording an average annual GNP growth rate of 4.8% from 1953 to
1958.

Especially, the average growth rate during the same period reached 15.1% in the mining
and industrial sectors with the textile industry at its core. Rapid economic revival was also
reflected in railway transportation, and the transportation volume increased dramatically,
mainly with general goods and imports, and reached the highest level of the Korean War
period after 1957 and 1958.

In particular, the construction of new railway networks further increased the volume of
transport by creating potential transport demand. After the Mungyeong Line opened in
September 1955, the Army Corps of Engineers was extensively deployed to the construction
of Yeongam and Yeongwol Lines, and in December 1955, both lines opened.
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The construction of the three major industrial lines, which were the symbols of economic
revival at that time, led to a sharp increase in transportation of anthracite and other minerals
in  Gangwon-do Province, South Korea's largest source of underground resource. Coal
transportation, which previously had taken as many as 10 days from Samcheok to Seoul by
ship, now took as fast as 10 hours after the construction of Yeongam Line.

It is indisputable that its effect on economic revival was huge. In addition to this cargo
transportation, in order to meet the demand of general passengers, and unlike during the
Korean War, the train operation schedule was organized focusing on passenger
transportation, and passenger trains were increased.

In addition to the increase in transportation, KNR carried out restoration work similar to
facility improvement on existing tracks, stations, and workshops, and restored 70% of
war-damaged facilities by 1957, and then restored almost all facilities by the end of the
1950s.

After the three major industrial lines, KNR drew up a 10-year plan for railway construction
and improvement, and decided to implement the first five-year plan of 562.1km construction
and 325.1km improvement between 1956 and 1960, and the second five-year plan between
1961 and 1965.

Although these plans were not carried out as they were, the constructions of rail routes
for transporting underground resources and short-circuit lines were prioritized. Since the

opening of the Hambaek Line earlier in March 1957, new lines opened one after another,
including the Ganggyeong Line and the Chungbuk Line in May 1958, and the Oryu-dong Line
and the Juin Line in May 1959. As a result, of course, the capacity and safety of the tracks
were strengthened, and more rail transportation became possible.




MZ g

SEQUL NATIONAL UNIVERSITY

However, KNR could not cope with the hard budget constraints with railway investment
alone. Amid the low fare policy, the only option left for Korea National Railroad to live
through the tightening of budget constraints was to reduce transportation costs by cutting
operating expenses. So, it decided to reduce fuel costs, which was included in the revenue
account from 1958, taking up one-third of the operating costs.

Taking advantage of the experience of using diesel locomotives under the Railway
Transportation Command during the war, KNR planned to replace steam locomotives by
introducing 128 diesel locomotives with ICA aid for five years from 1956 to 1960, and 95
were introduced by 1960, as shown in the table.

Diesel locomotives had better fuel efficiency, needed fewer crew and repair personnel, and
less coaling and water supply equipment, and were available for more operations. One diesel
locomotive was considered to replace four steam locomotives. The steam locomotive using oil
instead of coal, although fell short of diesel locomotives, also had excellent qualities which
could save operational cost, such as not requiring coal-throwing work, not producing burning
ashes, fuel uniformity, and low fuel cost of only 38% of coal, so burner modification was
promoted after a test operation in July, 1956.

In the operation of existing steam locomotives, a ‘5-year plan for domestic briquettes’ was
established to develop the binder for briquettes, and in 1956, fuel manufacturing supervisors
were assigned at 19 briquette factories to guide the improvement of coal quality. As a result,
by January 1959, all driving coal could be replaced with domestic anthracite, saving $20
million in foreign currency a year.

KNR, since World War I, was finally able to free itself from the instable fuel supply
situation, where the management of railway depended on the supply of bituminous coal from
Japan. As you can see in the table, diesel locomotives became the most important in terms
of the train-kilometer by power.
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Introducing diesel locomotives also significantly reduced the operations of locomotives such
as shunting, light engine, and banking engine to save fuel, and the ratio of train-km to
locomotive-km decreased from 184-192 during the war to 134 in 1960.

The dieselization of power also affected the repair work, leading to the division of labor
between the four workshops. In 1957, the Busan workshop turned into a factory specializing
in diesel locomotive repairs, and about 600 employees of the existing four factories of
carriage repair, lathing, steam boiler production, and metalsmith, were transferred to Seoul to
reorganize the Seoul and Yeongdeungpo workshops into repair factories for large steam
locomotives.

Since the Seoul workshop was closer in terms of location, was bigger and had a better
facility layout, the casting equipment was relocated from Yeongdeungpo workshop to Seoul
workshop to unify the casting work of both workshops, thereby doubling the production of
parts such as brakes.

In addition, the Incheon workshop took charge of repairing small locomotives, taking care
of the narrow gauge track of the Suin Line. And the Busan workshop, which were in charge
of repairing diesel locomotives, and the Jecheon branch of the locomotive plant were
expanded to the second locomotive plant.

Since diesel locomotives can be driven for 25 hours without refueling, the layout of the
driving offices was also adjusted. The Andong Driving Office was abolished, and instead a
depot of the Jecheon Driving Office was established, while reducing the Yeongju branch to a
depot at the same time. The Chuncheon branch of Cheongnyangni Driving Office was also
reorganized into a depot.

The efficiency of the repair work was also promoted.The routing system was adopted, and
each workshop held a monthly meeting of the head of the workshop, clerical and technical
assistants and the heads of engineers to discuss the procurement of necessary materials and
related technical issues, and decided on action plans according to the work schedule
established by the First Technical Division.
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And a work progress meeting was held every Monday to review the work results of the
previous week and discuss the work of the week. If the work was delayed by an unexpected
problem, they would make up for the delay through special overtime and holiday overtime.

In addition, the Halsey premium plan was introduced under the title of the ‘compensation
system' to promote stabilization of the livelihood of workshop staff and efficiency of repair
work. If the workers completed the work within the designated work amount with joint
responsibility,

the compensation amount based on the prescribed compensation rate was paid in addition
to the basic salary and allowances, for the labor saving calculated by subtracting actual labor
from designated labor.

As such, based on the routing system and the Halsey plan which had been adopted by the
Korean National Railways in the past, a campaign to improve repair efficiency of workshop
was promoted from 1956, and the number of re-repair days and vehicles could be greatly
reduced.

Since the existing vehicles were scrapped with the introduction of new vehicles, the
improvement in repair capacity was not immediately shown by the increase in the number of
repaired vehicles, but in 1958, the percentage of steam locomotive operation, which had
fallen to 70% by June 1955, recovered to 80%.

As the operating rate of diesel locomotives exceeded 96%, and the shortage of locomotives
was completely resolved, steam locomotives could be operated at a reasonable level.
Thus, through the dieselization of power, KNR was able to cope with two conditions: increase
in transportation demand and hardening of budget constraints.
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In addition to improving the efficiency of workshops, improvement in vehicle operation was
also confirmed in vehicle distribution sector, which ensured the efficient operation of
transportation system. At that time, although the right to operate the railway was returned,
the Director of Land Transport Bureau criticized that he himself didn't have enough quality
and authority which were absolutely necessary for a dispatch commander. To improve this, a
one-month campaign to promote efficiency of freight car operation was carried out from
April 1956, and since then there were continuous efforts such as reducing cargo loading and
idler delivery time, confirming the practice of transportation plans, and accurate reporting. As
a result, not only did the average transport tonnage per km per day in business and the
number of freight cars passing per km per day increase, but also the freight car rotation
period showed a tendency to shorten from 1955 to 1960, indicating that vehicle operation
improved.

The basis of this vehicle operation is transportation plan embodied in dispatch work. With
the transition of economic operations to a peacetime system, it became impossible to
implement a transportation plan based on demand adjustment, but monthly plans could be
made as the Land Transportation Bureau collected information on transportation demand based
on shipment prediction for each station.

Accordingly, each railway bureau prepared a monthly plan within the jurisdiction, notified
each station and the Land Transportation Bureau to implement it. Transportation plans were
made quarterly and annually, but freight transportation was carried out according to the
monthly plan.

As such, planned transportation, which had begun during the Second Sino-Japanese War,
continued in the contemporary Korea National Railroad operation after liberation, through the
occupation period and the Korean War. However, this time, not only the quantity was
emphasized as it had been during the war, but also the quality of transportation service was
considered important as it competed with automobiles. Since September 1957, express
transportation of freight such as fish and vegetables was carried out, and the transportation
of fresh fish, which had taken three days from Busan to Seoul, was shortened to a total of
14 hours.
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Based on this efficiency of transportation system, KNR implemented job integration and
reduced surplus employees in order to stabilize its management. From 1955 to 1956,
redundancy measures were taken through the transfer of the Maritime Transport Bureau to
the Maritime Administration Agency of the Ministry of Commerce and Industry, the abolition of
15 field institutions, and the downsizing of the Transportation Technology Research Institute,
but their scope was limited due to opposition from the Railway Federation. However, when the
dieselization of power generated surplus personnel in 1957, some employees were placed on
the frontline such as facility maintenance and vehicle repair to alleviate the labor shortage,
and at the same time, redundancy actions were taken again.

From 1958, when all fuel costs were included in the revenue account and the management
balance was predicted to deteriorate, full-fledged redundancy measures were taken, such as
reducing the driving offices and abolishing water stations. Of course, there was strong
opposition from the Railway Federation, so the laid-off employees were mainly those aged 55
or older, with less than two years of work experience, and those who had submitted to a
disciplinary measure. As a result, about 3,900 people, including driving staff, were sorted out,
and the number of employees decreased to 27,154 in 1959.

At the same time, measures to stabilize the lives of employees were also implemented.
Inflation began to slow down in 1956, and was suppressed to an annual average of 14%
until 1960, while wages continued to increase, and in 1960 real wages more than tripled,
compared to those of 1955.

In addition, working conditions improved significantly, with group checkups, short-term
training centers for middle executives, correspondence education for middle school students
implemented in 1956, disaster compensation system in 1958, revival of various allowances in
1959, pension system, overnight workers' holiday system, and holiday compensation system
implemented in 1960. Of course, this improvement served as the basis for maintaining
labor-management cooperation even in the midst of employment adjustment.
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As a result, labor productivity per capita doubled from 1955 to 1959, resulting in an
efficient transportation system that had been unimaginable during the colonial period and the
Korean War.

And this improvement was manifested in August 1957, the 12™ year since liberation, when
the Tongil-ho, a special express with the converted capacity of 11 cars, began to run between
Seoul and Busan with 7 hours and 6 minutes of running time. This was practically exceeding
the level of Akatsuki, driving with the converted capacity of 6 cars, which had run the same
section for 6 hours and 50 minutes during the colonial period.

In terms of the management balance, freight income was expanded due to increased
transportation volume, fare raise, crackdown on passengers without tickets, resumption of
tourism business, and improvement of passenger services, while operating expenses were
suppressed due to labor cost reduction, savings on fuel cost and repair materials, and
independent accounting system of transportation hospitals, and in 1959, budget execution
was practically achieved 100% and management was stabilized.

Until now, we have explored the process where KNR made use of its experience during the
Korean War to promote dieselization of power, a new technology system, while reducing
operating costs through modification of coal burners to oil burners in steam locomitives and
localization of coal production. Also, by realizing large scale personnel cut mainly on the
driving system, they created a material foundation to secure management stability and
stabilize labor-management relations.

As a result, the independent management of KNR was systematically settled, and KNR was
able to support the economic growth of the 1960s as a self-sufficient organization.
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To elaborate some more, in the 1950s, KNR experienced a decline in operational capacity,
but it pushed for a new technology system, dieselization of power, faster than other Asian
countries. Externally responding to the expanding transportation market, and internally
reducing production costs while improving productivity, it could transform itself into a
self-reliant management body which supported economic growth in the 1960s in terms of
transportation.

As discussed so far, as a result of analyzing KNR from the perspective of the ‘economics
of transition’ that the Korean economy returned from the wartime mobilization system to the
peacetime restoration system after the establishment of the ceasefire system, it became
clear that the period from the signing of armistice leading up to the end of the 1950s had
dynamism comparable to that of the rapid growth period of the 1960s.

This means that it was in the 1950s that the economic system, which was newly formed
after liberation and experienced wartime mobilization during the Korean War, was settled with
its own efficiency. Of course, it is also important that there was the U.S. economic policy
based on the strategy against the Soviet, and large-scale rent was inevitably generated in
the process of implementing it in Korea.

However, payable aid, or the establishment of an economic management system that
presupposes loans was already taking place internally, and reducing the 1950s simply to a
period of economic chaos and corruption would not be fair.

In the next session, we will look at the development of KNR and the prospects of the East
Asian railways.




MZ g

SEQUL NATIONAL UNIVERSITY

Development of Korea National Railroad
and Prospects of East Asian Railways

12-6
Last time, we looked at the progress of railway investment and the stabilization of
management. In this session, we will take a look at the development of the Korea National

Railroad (KNR) and the prospects of the East Asian railways. Let's take alook at what happened
to KNR after the 1950s.

In 1963, as the importance of the transportation sector in the economic development plan carried
out under the Park Chung-hee administration was recognized, KNR was separated into the National
Railroad Administration. Due to the rapid increase in transport demand with economic development,
passenger transport increased 3.7 times from 5,869 million pkm in 1962 to 21,640 million pkm in
1980, and freight transport also increased 2.7 times from 3,977 million tkm to 10,798 million tkm in
the same period. It goes without saying that railway management could be stabilized, and rather, the
rapid increase in transportation demand inevitably caused transportation crisis, so reinforcement of
transportation capacity was urgently called for.

However, since the opening of the Gyeongin Expressway in 1968, rail transportation has lost its
monopoly in the transportation market. Railway passenger market shares fell from 53 percent in
1961 to 23.6 percent in 1981 and 19.2 percent in 2001. The newly introduced express buses were
economical with low fares, and flexible route adjustment was also possible, which was advantageous
compared to railways in many sections.

In terms of freight transportation, the market share was eroded by low-cost coastal shipping as
well as by motorization, falling significantly from 88.2% in 1961 to 45.86% in 1981 and 17.1% in
2001. KNR also failed to show flexible adaptability. When the era of motorization began, sufficient
investment was not made to expand and modernize railway facilities.
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Not only did the proportion of rail investment in transportation investment decrease significantly
from 60.6% of the First Economic Plan in 1962-1966 to 10.1% of the Sixth economic plan in
1987-1991, but the investment was not made to enhance transportation capacity, so only 24.5%
was double tracked and 13.8% was electrified. This ‘underinvestment’ led to a decline in services in
terms of speed, comfort, and accessibility, resulting in a decline in profitability.

In addition, the fare raise was suppressed as it was state-owned, and KNR was able to maintain
surplus management until the 1970s, but it inevitably went into the red in the 1980s. Since the
deficit of ¥38.3 billion occurred in 1980, it could not break out of deficit management, and
cumulated losses reached W217.1 billion in 1988.

In response, KNR was forced to implement a five-year management improvement plan from 1997
to 2001, following the management improvement plan in 1993. In this process, the high-speed
railway project was promoted, and with the opening of the Gyeongbu Line in 2004, its market
competitiveness was expected to be strengthened. But this rather led to an increase in capital costs
and thus the deficit.

To solve this, structural reform of KNR was pushed forward. Public corporatization was promoted
since the late 1980s, but a railroad privatization plan was prepared to establish an operating
company and a railroad corporation, like the European model separating upper and lower structures.

However, with the inauguration of the Roh Moo-hyun government, it was concluded that
privatization could not secure market competitiveness, and the public corporatization of the
operating company was decided again. In January 2004, the Korea Rail Network Authority was
established and acquired facility and operating assets relating to high-speed rail, and in January
2005, the Korea National Railroad Corporation (KORAIL) was established by investing the operating
assets in kind. Now, KORAIL is managing Korean railways including both general and high-speed
railways, but SR, Suseo High Speed Rail Corporation was established in January 2014 as a subsidiary
of KORAIL and is in charge of high-speed railways starting from Suseo station.
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The reform of public corporatization was also applied to the Taiwan Railways Administration.
Although it supported postwar high economic growth in terms of logistics, privatization reform
began to be discussed after 1989 due to the loss of competitiveness. However, while the
privatization plan failed to be agreed upon, a major accident in 2018 made the safety of railway
operation the paramount issue, and the reform headed toward making it a state-owned enterprise.

In May 2022, ‘Ordinance for Establishing the National Taiwan Railroad Corporation’ was established
in the Legislative Yuan, and public corporatization of the Taiwan Railways Administration was
decided to begin in January, 2024. However, the high-speed railway, opened since 2007, is operated
by a separate company, Taiwan High Speed Rail Corporation. The shares are open, but they're still a
state-owned company in terms of ownership.

In comparison to structural reforms in Korea and Taiwan, the privatization method was applied to
Japan's state-owned railway, Japanese National Railways (INR), after 1949. The loss of
competitiveness in the transportation market cannot be avoided even by the JNR, and since 1964
when the Shinkansen opened, the management balance turned into a deficit, and management
reconstruction measures were implemented four times since 1969, but they were not effective.

So, a temporary administrative investigation committee was established in 1981, and the plan of
privatization by division was submitted in July, 1982. This measure was reviewed in policy-level, and
in 1987, six JR passenger companies and one JR cargo company were established. JR's profitability
is somewhat good except for JR Shikoku and JR Hokkaido.

Meanwhile, the Ministry of Railways of the People's Republic of China has taken a unique course.

New China's railway technology was formed by the transfer of Soviet-style technology on top
of the 'South Manchuria Railway (SMR)" technology, and significant progress was achieved
during the first five-year planning period. But the Great Leap Forward and the Cultural
Revolution, which were not based on science, had disastrous consequences in the railway
sector. Compared to Japan, Korea, and Taiwan, where power modernization and high-speed
railways were introduced, railway technology lagged behind.
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Especially because of the conflict with the Soviet Union, technology transfers from the
Soviet Union, which had been actively made in the 1950s, were rare since then. In terms of
labor productivity, China's Ministry of Railways showed the lowest productivity increase among
East Asian railways. This situation improved only after the decision to reform and open up.

In the 1990s, the Chinese Ministry of Railways decided on a plan to build a high-speed
railway between Beijing and Shanghai, and introduced technology from overseas to prepare
for it, and started operating it in 2007. It has succeeded in localizing high-speed rail vehicles
based on technology from France, Germany, and Japan.

The route recorded 29,000km at the end of 2018, and since then, it has continued to
build high-speed railways, already exceeding two-thirds of the entire high-speed railways in
the world. China's Ministry of Railways was decided to disband at the National People's
Congress in 2013 and became a ‘Chinese State Railways Group Company, Ltd.

In this way, East Asian railways experienced convergence to Japanese-style, but after the
post-war reorganization and the introduction of overseas technology, each railway ramified in
terms of technology. Among them, China, where the technology transfer resumed after
reform and opening, conducted collective learning of railway technology of the capitalist
camp, survived global competition and finally began to transfer their own railway technology
overseas.

However, North Korea has refused to open its economy and its railway is still in a technical
stagnation, and normal railway operation is difficult due to the increased energy crisis after
the ‘March of Suffering.” Steam locomotives are still in operation there, showing a sad reality.

If Korea became unified and the Trans-Korean Railway is connected, KORAIL will be able to
extend to the Eurasian railway as well as the East Asian railway through the Trans-Siberian
Railway and the Trans-Manchuria Railway.

This concludes the 12" week of the course on <Modern and Contemporary History of East
Asia through Railways>. | hope this course would provide an opportunity to think about
Korean economic history in the context of East Asian economic history. Thank you.
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