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> ¢ NUMBERED LETTER
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: gl‘iE‘“ ook
E&TEBNALfAE RS, OTTAWA, CANADA.
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FROM: . ===
- The Office of the High Commi ssiocner

'foeranada,vKuala Lumpur, Malaysia

References ..o iviisiiniiseeaeeasinsnatneesosasnooncasoassenns Air or Surface Mail:.” .. ", .; ...........
Our letter 545 of Dec.30, 1964 and

Subject:. Tk, telegram. 124 .of .March 19,. 1965, | post File Na:.?.‘?};?rﬁf ererieaenn. &

[« -

R R Ottaw e No R B
Proposed Seoul Asian Foreign ' ,f”f}*Ti/ SO .

...................... r..“..“..“..”..¢..“..”..n..”. fﬁﬁﬁ/7,/' s
Ministers! Conference. . ffl”i;//x,,a*”“*’

A .

References A : = . _
"~ We understand from the Ministry of External

Affairs here that the February ambassadorial meeting in

Bangkok to prepare the ground for the foreign ministers!'.

conference in Seoul was a desultory affalr at which no

f4rm decisions were reached, Malaysia's Ambassador to

Thailand participated as an observer. Since then, the

South Koreans have been pressing the Halaysians to

attend the conference which, with the passage of time,

has been postponed rather vaguely until later in the o

yeal‘. ' ’ , e

2. During the Tunku's visit to Seoul at the end
of April he was agaln urged to have Malaysia attend the
proposed conference., While on a publle occasion he
praised the Koreans for initiating a move to bring about
closer cooperation among Asian nations which he thought
ought to be explored with as many Asian countries as
possible, the Tunku made it quite clear in private to
the Koreans that Malaysia would not attend thelr con-
ference at least as long as countries such as Japan and
Augtralia showed such a negative attitude to the Korean
proposal. The Tunku instead came out with his suggestion
for an organization of Aslan unity in which he invited

Japan to play the leading role,
Internal '
Circul ation

& D, COPITHORNE,
Office of the High Commissioner

Distribution
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To%{o
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Canberra
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DEPARTMENT OF EXTERNAL AFFAIRS, CANADA

OUTGOING MESSAGE

FILE ‘ SECURITY

TO:  EXT OTTAWA

DATE .
MAR.19/65 '7” /-] CONFD,
em:  EMB TOKYO
NUMBER PRECEDENCE
ROUTINE
1214

INFO:

Ref.:

Subject:  SEGUL FOREIGN MINISTERS MEETING.

FOREIGN MINISTER SHEIINA TOID DIET THURS. THAT HE VJOUID NOT RPT NOT

ATTEND MEETING OF FOREIGN MINISTERS SCHEDUIED TO EE HELD IN SEOUL IN AFRIL,

J | -
2. KRODA, HEAD OF NORTHEAST ASIA SECTION OF GAIMUSHO, DESCRIEED

SHIINA'S POSITION AS SIMPLE PUBLIC CONFIRMATION OF LONG HELD JAPANESE POSITION,

HE SAID JAPAN DID NOT RPT NOT THINK THAT PROSPECTS OF SUBSTANTIAL RESULTS

! FROM CONFERENCE WERE ANYTHING BUT DIM.

MOREOVER, SINCE.ONE OF ORJECTS OF
CONFERENCE WAS REINFORCEMENT. OF SECURITY OF AREA IT WAS LIKELY THAT ANY

| SUBSTANTIVE DECISIONS MIGHT RAISE CONSTITUTIONAL PROBLEM IN. JAPAN. MAIN

REASON HOWEVER HAS TO DO WITH- SOCIALIST PARTY CHARGE THAT OBJECT OF JAPAN ~

KOREA NORMALIZATION TALKS IS TO PREPARE WAY FOR CREATION vOF ANTI-CQIMUNIST ‘

SECURITY TREATY IN NORTHEAST ASIA.
AT THIS TIME WOULD THUS LEND WEIGHT TO SOCIALIST CHARGES AND DISQUIET

JAPAN'S PARTICIPATION IN SEOUL CONFERENCE

JAPANESE OPINION WHICH IS AIREADY HARDLY ENTHUSIASTIC ON NORMALIZATICN ISSUE,

LOCAL.
DISTRIBUTION

ORIGINATOR

DIVISION

PHONE

APPROVED BY

NAME..,....IQ.ML.PQP?/rg

EXT. 18 (REV. 12/61)
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KOREAN MISSION IN JAPAN

LKM-2
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NOTE VERBALE

The Korean Mission presents its compliments
to the Canadian Embassy and has the honour to
forward to the latter a released text of the
New Yeér's Message to the National Assembly
addressed by the President of the Republic of
Korea on January 16, '1965.

The Korean Mission avails itself of this
opportunity to renew to the Canadian Embassy

the assurances of its highest consideration.

February 2, 1965

Tokyo.
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January 16, 1665

THE NATIONAL ASSZMBLY

NZW YEAR'S KIS 70 ‘
1 of the Republic of Korea

SAGE
Sy the President

Iy

lir. Spealker, members of the Hational Assembly:

Yle have now greeted & new year e
forward to a brighter and bhetter life with the
new year.

le are looking
awning of this

furl

It is both & pleasure and significant for me to discuss with
yvou nerbers of the National Assembly, witb whom I ghall ’“v the
privilege of working again together throughout this year, our
new vear's resolution and the dir G”t101 of our national nolicies,
bearing in mind the wishes of the neople.

rirst of all, allow me to npréise the efforts you have exerted
in overcoming the initial confusiocn and trials of the past year
after the inauguration of the civilian government, achieviag a
base for stabilization and progress in meny fields and conscli-
dating the foundations of a constitutional government.

In greeting the second year of ry adﬂlﬁ¢ot ation, when I observe
domegtic and internationel situations and look ahead to the
ot

e
0]

P

[ 154 e

difficult path tha* lies before us, I once again deeply feel
A - 3 . 3 &

the weight of our responsibility, nine as well as yours, as

leaders of this nation,. ‘

We recall that 1044 saw many tumultuvous chonges in interanational
scenes. A presidential election in the United ltates, a "“uden
change of nower in the Soviet Union, recognition of Communict
China by France, upheavals in Vietnam, increase:s instability in
Southeast Acia, the obstinate menace of the norih Horean Communists

J-

and eope01ally the expleosion of an atonmic bomb by Communist Chinae—-

all thege significant events toolz place during the nast year.

-

In spite of the gradual tendency toward diversification in the
over-ail world situation, we find one common fact that atitracts our
\4 attention: REach country of the world is more and more clearly
“ nursuing itg own practical interests. :

Uniier such circumstances, we siould sten the economic develon-
ment of our iand based on our own basic national rOﬁ*ure To thig
eng, new awakening and regolution, nct only of those in the
overnoment but of 2ll the people, connot but be called for.

.

Jomestically, it was truly regrettable that we had an unfortu-~

nate development in the form of 2 proclamation of martial law only
six months after 01v411dn sovernment was re-cstablighed.

Je must, however, highly aprreciate the fact that all of vyeu
nembers of the Hational Assembly, of the government and opposition
partiec hoth, defended the order of a parliiamentary government
through debate and compromise, and that the people, without losing
their reason, carried on production and construction steadfastly
despite the over-heated politiczl condition. This was nost fortuna
for the future of the country. This, we may say, was a really
valuable lesoon for our futlrc. '

[ANS
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Ve have now entered into the second year of the civilian
Cover“mcuy, and also the fourth year of the first five~year
GCOQOﬁlu Jeve¢ornent nlan, which nust be stepped up more
vigorougly thoi ever. We now face tine in wnxch o nerto
wortnwh’e' work. ' S o :

i ar COHVlﬂCe" Hgt'we heve now nroete a ye"r in which all

Document disclosed under the Access fo Infofmation ATt
Document divulgué en vertu de la Loj sur l'acces a l'information

We may say ;urﬂ“cr that we, of this generation and of this
nation, who shoulder the historic respongild 1ity of modernizing
our land, have exyerienced anew the truth that genuine, public-

spirited discussion of national affairs ulone can obtain pan-
qatlonal sunport.

My dear members of uhe National Assembly and compatriotis|

Twenty years have passed since the Liberation and 15 years
since the Korean War. In this new year, we cannot but feel
enmotiong that are more profound and special than ever before.

Some countries have regained prosperity on the ruins of
past wars and others have reclaimed deserts, bduilding abundant
cocieties thereupon. When we recall these facts and reflect
upon what have we done during these precious 29 years, we
cannot but feel deep repentance and self-reproach.

While we idle? time away, others sweated. ¥When we consumed,
they saved. 7When we forgot the morrow and thought only of teday,
they saved and worriei about tomorrow.

How, however, wihen they smile, we are oppressed with grief.
When they feel the joy of life amidst prosperity, we cre
constrained to fret over our poeverty.

Hevertheless, this is not to say that it is too late.

If 211 the ncople do their best with determinatiocn, self-
sufficiency, and indomitable courage to achieve, save whes
they have, nmake more, and earn ncre, we can recover before
long frou the futility of the past 20 years.

From now on, we nust renew our uetermlzatlon, we nust sweat
and worliz.. We nust serudb away the ccecumulated dirt of the past
20 years which were spent ih confusion and stagnatiom' We must
20w begin to do genuine woriz, neaningful worlz,

s,

Herbers of the Hational Lssembly and beleved peoplel

conditions favor our wori. ki _¢'j woting the econonic.
dovelbsient plan during the papt thrée yeirs; we vere Paced

w;th cepital shorteges. We now gec the bright prossect thad,
thanks to our efforts to atiain muliilateral eccenomic coopera-
tion, more than $100 million worth of eapital goads will be
vigorouslv brought 1intc Lhis coullry auring thle year, oilabLing
us to secure forelvr capital which we so badly need.

Hot only theat, but thanks further to our steady cfferte N
during the past, we have now secured sufficlent electvicity,
coal, petroleun ani otler power ressurces to support icdustrial
construction. Construction of key industriec hasc been promoted,
zud we have now a foundation on which to woric.

L&

{
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4 seven~year food production plan, meanwhile, has been
formulated, and necescary funds have been securet, en™bhling
h " " 3
us to aunbark on the firgt.year nlan of the nroject.

¥ BroJ

Last year we exmorted %120 niilion worth of commodities.
This acconpl'sh:eat has given us confidence that we can expand
exports decisivem,, not only in agricultural and fishery products)
but in industrial products as well. k

I have set this jear as a Wyear to work." I call on ny
beloved 27 m1,1¢oa Kereans to worik and progress in complete
harmony with the government.

I have set the following three major targets for this year:
Increaged producticn, exzort, and construction. |

To achieve the three targets of the year to wori, I nmost |
earnestly call on the admninistration and the Hatiornal &Assembly
to unite with the people and achieve decisive progress.

_ As Tor the concrete policies of the government with: vegard
to attaining our aims, I have already stated them in the 1665
budget message. As for the general direction of the admini-

gtration this year, the above three major targetc will be its
suprene task.

Lis you know, economic development is attained not by miracle.
It is an ocutcome of the diligeénce, thrift, and savings of ali
the people. This is attested by what has been achieved by the
advenced nations. This is no reasoa why our country alone
should be an exception.

I will now explain one by one methods by which these three
major targets can be zccomplished as WOIL as other problems
both domestic and 1nternctloncl, that require our urgent
attention.

Ddplomacy and Hational Defense

The administraticn will inaugurate more vigorous diplomacy
o as to adapt to changing intermational c1rcuwsteqceu, carefully
aking into account the world situation of the past year and
ts future course.

et

As for the unification of the nation, which is the aspiration
of the whole country, I reassure you that there will be no change
in the existing basic policy of the nation.

Lt the same time, the trzditional ties of friendship with the
Unitel States will be further utrengun sned, and relations of
good will and econcmic cooperation with thie Federal Republic
of Germany and other West Burcpean nations will be gteoged up.
In the near future I will visit the United States, discuss
matters of common interest to bhoth our nations, and devote

amore cfforts to the strengthening of Xorea-U.S5. ties.

-2 - 000104
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‘Communist strvggle, has asized cur country for military assistance.
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Just as I vigsited the Federal Republic of Germeny last year,
I plan to meke as neny goodewill trips as possible to meny other
friendly nations this year. I will also invite leaders of
friendly nations to Horece so that they may witness and evaluate
nore accurately the role Norsa plays today for international
security and pcace, congoiidating a base of :umituel cooperation
with these nations.

Ls for the normelization of relations between Korea and Japan,
a cuestion wihich hag long reneined unsolved, I believe it should
be brought to an early conclusion in the interests of the

nrosperity and seccurity of both Korea and Japan.

Solution of the pending probleis between the two nations is

not an issue that concerns the two nations alone. Considering :
the need to reinforce the unity of the free world, we Lave held

the door open for establishing neighborly reletions witl: Japan

with 2ll possible disnateh. Tt dis my intention to bring an enc

to this matter this year, within the framework of maximum H
guarantees of our aational: intercsts. '

Southeast Asia is faced with a new threat oceasiened dy the
nuclear testing of Communist China. 7To safeguard peace in
Southeast Asie, the need for a common gecurity organization
anong the frec nations in the area is more strengly required
thin ever.

To promote nolitical and economic cooperation anong the
Southeast Asian nations, plans for a meeting of foreign ministers.
Agia

of the Southeast and West Pocific area natione will be
pushed forward.

¢

In this connection, being unable to afford to remain idl
spectators to the increasing threat of aggression by Comemunist
China and its followers, we will keep a close watch over the
developrment in thic area.

This is necessary becauce Cormunist aggrecgion ageingt anti-
Comrminict free allies is directly connected with the seeurity
of our natien, and because our bdroadesr contributicn to the
rmeintenance of anti-Communist collective security ig called
for more urgently thaan ever before.

. 7/

The Republic of Vietnan, wnich continues an arduous anti-

I have asked the lloticnal Assembly for aprroval, heving decided to
extend this military ascistance from the viewpoint of consoli.-
dating our anti-Communist stand and cur national seeurity as well
2g of centributing wmore to the united anti-Comrunist effort of

tie free world.

Wlise judgment and apwroval of the measure by ell of you
members of the Hational Assenlly are liereby most carnestly
sought.

Algo in 1655, the administration will exert efforts in Africa
and the Middle Zast countrie o se

there.
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If we produce 37 million solt of grain thip year and 40 nilldion [

sok in 1967, three years from now, our grain self.sufficiency
will be rea*lzed

Meanwhile, the governrent must make avallable domevtically
materials necessary to support this increased agricultural and

fishery output--such as fertllizer, fodder, egricultural sesticides,

farming utensils, fishing craft, nets, and fishing tools.

The government has herctofore axerted efforts from many hngles,

-

but it is a fact that the sunply of facilities and ecuipment to
SUDNPOo "t sufficient production of food for the nation hao not
een satisfactory.

Thus, far, we have relied on import for the groater part of
our chemical fertilizer. By 1687, however, the third and fourth

fertilizer plants will be completed, 2ad .sroduction of fertilizer

will be increased by 260,000 tons over the present 80,000 tons

to a total of 370,000 tons a year, therehy almost realizing self.-

sufficiency.

As for other important agricultural ecuipment and materials,
donestic "roauCtIOﬁ is still not suf fficient. DBut efforts will
be made to increase nroduction gradually in this direction, toc.

In the industrizl and nining sectors, we are set to produce
chis year 10 nillion tons of coal, 770,000 XWH of eleetricity,
35,0900 barrels of petroleum a day, 1,000,000 tons of cenent,
690,000 hoxes of glass, and other important materials.

i s & remnarkzable progress compared with 1¢50:
d i.crease in coal production, fourfold inecrease in
ity, fourfold imcrease in cement output, and a nmore
.reefold increase in sheet glags thig year.

Cnly a few years 2go, 211 the chops in our cici e
ities. EBut todey

were LlnlOJ mostly with ”creiﬁn-prodvceg neces
iz not it true that ull of them have been reclaced vy domesti-
cal y~3voquﬂed :ood dblle we argued pro and con about what

we did undertake, it ‘has boon unnistakable fzet that our
proZuction of materials kept increccing every day, without
anybody realizing it.

Wihen we gean t’e phage of econcumer goods producti fon, we see
G Ie’}

at, although in SUO w2 produced enﬁj ZU,OJO bicyeles and
22,000 sewing machines, we nro~uccd in 1964 155,900 uicyclea

-

and 150,000 sewing niachinesn, 1sgei~'fnu a four to gixfold

J. ?

Thess facts should inenire ne with zride and gelf-confidence
that we ecan achieve eelf-gufficiency.

As 2 mecpure against the expanding gporulation and to gusrant
£ bapic standard of living of tire peonic, t >”overuwcnt wzll
try, as far 2s pocsible, ip create an indusirial production
environnent in which the mescec can always uy their ”Pce zities
at iow —ricesc. Iacreasced production ip commected with 2 petter
life fer us.

and villages
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in all fields. It is 4

To go with increased

aroduction, the government has
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The government plans to incrceage production on a vast scale
£ ietermined to doi'so

set as

another major target--increased exports.

1

In a country which depends heavily on imported raw naterials

for its industries, export is

the economic lifelinc.

Prine

Kinister Winston ,nurchlll of Britain immeiiately after World

Jar 1T was not exaggerating when he made th

RS

oern“l receipts, Th
L snd
o

v

5
ue receipts; and a gstate
es Thi

1
It is indeed acot an uaderst
iznew s“cha thing as exrvort in
ocurs was &n enslaved econony
not Fulily awake to the need to
with our own resources, living
The wiil to develop export markcet

Korca exrorted

Zut in the pact few years the
> s

enily shoulsd live within the
a ﬂovcr"ment should one
~

went to 8
past. 3e
after the Liberation we did
atisfy cur own import demands

- .
Tl

2id in an aided econony.

> ars, only $20 ni
1 of goods a year. Zven

appeal-=export or

inconie of the master of
nd W'; th i‘ﬂ
should

the linits of
spenhd abroad to the
nothing but the first

ay that Zores never
fere the LI ration,

almost nonexistent.

o to 330

iii
such cxportis were negligible,

& (=] 5]

S
.

governnent and necople awoke from l

a slecp an trove. Exporits began to expand rapidly. Last year,
at Icnz last, our exports exceeded the $120 million mark. l

(RS 1. P “ >
Lithough there ig

5 p
this oueh is ﬁrue that we aave a
i

export race.

From the export tempo of the

algo the $300 million target sct

without difficulty.

rme

<

export potentials of Xorez,
finally arrived for us to reap th

If dormestic —olitiecs is s
and econonic po?lﬂy concentra

o ﬁ'

trade.

The governnent will
pronction of trade. It
export trade and stabili

'xed tho self~cenfidence
s

last couple of years, it is )
anticipated that the $170 nillion goal set for this
for 1067 . will be realized

The international conmmunity iz gradeally awekening to the
believe that the time has
e fruit of our investnent.

abilized in the next few years
tes on export trade, our country
will be zlso able to achieve self-sufficiency in international

concentrate its econonic UO]LCY on the
will do everything it can to increase
ze the national econony.

¢ balance of paynents,

in the international

year and
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While porforning these two great tasks, increaesed production
ald export, the governnent should establish and execute a
tailed plan to huild factories, 2lectrical power plants,

il ways, comrmnications, and housing for the over-zll induse
tria developnent of <the nation.

;‘3 f.h,'u

2)

This year, dams which are undsar construction will be completed.
ilore than 240 kin of railrcad +traclhz will ke laid, including the
Chongson, Lyongbul, and Chingan lines, which will be opened this
vear.

Ta the field of communications, microwave facilities will be
newly installed and automatic pclcnhones will bhe expandaed by
37,000 lines. As for naritine transportation, morae than 40,000
tons of occan-going vessels will be imported.

Te accomplish the above-nentioned three major tasizs, the
governnent will first effect 2 stable currency.

The 1585 financial stabildization program is still under study
and the bosic indexes for beanking, neney supply, and foreign
exchange have not yet been determined., Taking the expericences
of 1564 intoc account, sound indexes which will be most appro-
nriate to the state of our cconomy will be set, so as to attain
increased production and exports on a stable basis.

finencing plan will be established within

T,
a fixed noney ceiling with emphasis placed on in-
ction, export, and mediunm and small cnter;risces.

In foreizn exchange, the governrent will enforce thigs year a
unitery fluctuating systern, so as to deternine the eoxchanpge rate
Chrona* T and demend in a free market. At the same tine,

nt willi sce to it t&at imports will he odjustcd

thﬂough interaction between international narket
estic mariel prices.

Uext, we will step up economic cooperation with friendliy
nations to helip develop our econonry. We must turn our cyes
cutward.

wWe must realize that we are underdeveloped, and at the same
time we must now that we have the potentiaic for development.
Also we should be aware that there are nany friendly allies who
can help us.

Loans to be granted by the United States, West Germany and
other West Zuropcan nations, and Japan will amount to a consi-
derabic sum this year. What is needed is reorganization of our
aid~receiving postu“e. 7o receive foreign copital pronmptly and
use it correctly, I nlan to reform and sitrengthen parts of the
econcmic administration setup for more efficiency.

Lz I mentioned previously, medium and smell indugtries will
receive special attention.
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First, the governnent will suppart conversion to axnort
industries. For the tine being, mediun and pmall industries
will be systcenatized and organizaed o moderate thedr conpétition
with large industrics and to onhance their productivity.

It is also the governmentis plan to drasoically expand the
supply of necessary funds and raw materidls to rediun and snall

5 to agricnlture and figheries, efforts will be

3¢ ain agricultural and fisgheries pricas at a reason-
le ;cver To this end, production of industrial raw materials
and export commoditices under contracts will continuae to be
encouraged, aad investment of urban capital in thic field will
he welcomeu.

'\"J

o

2 O
Ju

p.u

cf CD

n the ephere of agriculitural and fisheriec banking, loons
will be released with emphasis on financial guidance.

In ocur ccuntry, however, farning families wit th less than five
tanbe of land each number more than a million, and success of

any agricultural«first pollcy dcpends on the voluntary and

coome rative organ izacicn of the fermers. 4s a living exanmple,

we nmay tate the farmal and rescttlement project now under way . -
cn a volunteary basis in Kyongsang Pukto. -

\

slan to enhance the spirit of agricultural cooperation by ’
xtending the example of Lyongseang Pukto throughout the nation /2

to carry cut sinilar projects on a2 national scazle to lay a .
oundetion ?o rationalizaticn of agricultural ﬁanavenent.

Vembers of the Hational Ascenbly

How, I wish to meke it clear that the ahove-mentioned efforts
for eccnomic 1nuependence are not designed to ensure the pros-
perity of a few individuals. I ohou-“ also like to stressc that
econonic development of a nation depends largely on how nwuch
the entreprencsurs are aware of their important mission.

I should lile to recall again that it is I myself, vou, and
the entrepreneurs who should lead the van in our national effort
to reotrulh consumwuion and build up industries. A4s such, the
entregpreneurs cho !lc work with the thouplt of our national hope
and future goals in mind.

Also we must convince the people that they will be duly rewarded
Tor their efforts to enhance productivity. I am gsure that if this
is done, our creative endeavors will bring us a tremendous progress
in the not-too-~digtant future.

Education and Socizl Affeairs

The mejor emphasis of educational policy will be laid on
cuzalitative ratler than cuantitative improverent with a view to
educational renovation. :ducation will be strengthened in such
a way as to enhance the spirit of anti-commmnism and of indc-
pendence and morality.
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The current excessive liberal arts and sciences education at [1

“college level will be gradually transformed into advanced toche

nological and vocational education.

To help promote training in production techniques and skills,
the government ains at establishing in each province at least
one such technical school as the vocational guidence department
of the Inha Institute of Technology. Colleges will be strongly
enceouraged to transform themsaelves into vocational schools
wherever possible.

To meet these needs of our time, to reduce school expenses on
the part of the parents and students, econonize in the national
budget, and render middle school education compatible with
reality, the govcecrament will push ahead with reform of the
present school system with a view tc integrating the middle
and biﬁn schools from next year under a longetern and conpre-
hensive schene.

(411 educationel efforts will always be directed toward
improvement of the individual standard of living, economic
growth of the nation, and renovation of social morality.

In the social and cultural fieclds, a general atmosphere for
a self-reliant way of living, based on diligence and thrift,
wll1 be proaoted. The nation will be encouraged to develop
its traditional national culture in harnony with foreign cultures
to contribute toward creation of a new national culture.

-

Regarding the public information asznistracloﬁ, steps will
be talen to expand facilities so that there will be no areas
where radio listening is difficult. Civilian cultural activities
will be encouraged and assisted. Bfforts will also be made to
enable all localities to sharc ecually the benefits of culture.

Especially, anti-Communist activities will be belstered to
consclidate the public convietion in liberal democracy, and
overgeas public relations activities will be strengthened to
enhance natienal prestige abroad and to increase cultural ex-
change and cooperation with friendly allies.

The emphasis of social welfare policy will be laid on utghlnlnr
social stability through expansion of employment. Adecuate sclf-
help methods w111 be positively nromoted for the unemployed and the
destltute. : , .
Particularly, to increase food production, expansion of farm . p
lands under projects sponsered by the U.S. Food far Peace progrom,
and varlous other self-help work projects will. be further steppod\u
up‘ s , .

oy

A1l but efférEs thus will be eXerfed to reép'tﬁé’double fruit
of econocmic development and social stability by increasing sclf-

supporting means for the needy and accelerating compunity develop-
nent. :

In the field of local administration, meanwhile, efforts will
be continued to foster and strengthen the basis for local adninis-
traticn at the ri and tong level and to improve local tax and
financial operations.

e 10 -
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In the administration of law and justice, preventive police
activities will be increased to ensure the publicts safety and
sceurity in its deily life and projects to protect and guide’ -
juveniles will be actively carried out.

Special attention will be given to the nation's anti.Comnunist
surveillance to frustrate any attempt at indirect aggression by
the eneny.

Conclusion

T have outlined what we plan to do this year. The time has
comc vhen we must all march forward the goal of prosperity and
independence. I assure you once nore that I myself will stand
at the head of this national procession.

Honcrable nembers of the Netional Assembly!

Ho matier how good a plan or poiicy is, it cannot succeed
thiout your active cooperation. Last year was not without sone
nects of inefficiency and stagnation. But in the fields where
you and the pecople were united and where you cooperated with
each cther, did not we reap wonderful fruit? 3Electrical power
increase was one exanple and increase of exports another.

Wi

a5

Dear ncmbers of the Hational Assembly and beloved countrymen!

The path of life is always open to a people who has wisdon
as well as courage. The trials and tribulations we arec under-
going today are the birthpangs of a brighter and nore vigorous
TORorrow.

t is & worthy and rewarding task for us to overcome obstacles
for the reconstruction of our great fatherland for the glory of
our nosterity. I should like to recall once again that the
success of failure of this task rests on the shoulders of all
who are serving in public posts.

@

The difficulties facing public officials who, though receiving
. ray, handle a large volune of work on a limited budget are
my own difficuities. I express my heartfelt thanks to not only
the central government officials, who endure great difficultdies
to accomplish their assigned administrative objectives, but also ?
i and tong chiefsg, up and myon chiefs, county chiefs, and other ‘
nrovincial officials who arc working hard at the provincial fronts.

As it did last year, the government will do its best to {
irprove the pay scale of public officials as much as possible. i
At the sanme time, the discipline of public officials will be
curhasized more than cver before. B

Imnediately, we should promote a fresh atmosphere to wipe .
out falsehood. Tax ecvasion, brcach of law, prevalence of tax
free foreign commodities, direct or indirect smuggling, and all
other forms of dishonesty and corruption should be rooted out
from zmong us.

“ 11 -
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In tﬁis new year, the governuent will thovouchly crack down on
such dishoneasty and cortruptlon, rejeot complaecency, and protect
honest people and publio officiale. a

Dear members of the National Assombly and beloved peoplei

It is the new moral of the free world téday that friendly
ccuntries should not sit on theilr hands and watch the desperate
strugsle of the underdoveloped nations 4o help themselves and
achieve progress. It is alao the common tasgk of the free world
to achieve balaince in prosperity through trade, capital exchange, \
and mutual coofieration”to-sufpiss~thd Comunist bloé. .- R

R

"
. .-
. ~

This yecr, we should eliminate unnecessary and unproductive
controversies, ensure the stability of the public nind through
political stability, and unite our streagth to step up exports
and to increase production and congtruction. If this is done,

I am certzin that we will have talen a hopeful step forward toward
progress by this time next year.

I hopefully expect you the nmembers of the National Assembly to
pronose nany valuable and useful policies and neasures. I will
then study them resolutely in relation to the over-all state affairs.

Jdear members of the Mational Assembly and beloved peoplel

We should now have the courage to forget yesterday and the wisdom
to live for tomorrow. Although the path is thorny and the goal
distant, we must stride ahead with hope, confidence, and courage.
What we need is the concerted strength of the nation.

Now I should like to conclude my speech. What society should
we build in this land, which we have inherited from our ancestors
and which our posterity will inherit frcem us?

To cecnstruct a society that is free from falsehocd and that is
pased on truth, conscience, and morality is our political ideczl
and our ultimete goal. And in order to construct a welfare
society in this country, we need cenormous invesiment of materials
and capital. But, eabove all, we need one most precious capital
iten. And that is spiritval cepitale«truth and justice.

So long as falsehood, dishonessty, corruption, and injustice
prevail in this country and society, I conclude, no amount of
caenital will help us build a welfare society.

| I pledge that this year as in other years, I will not call off
£

| ny fight against dishonesty and corruption. Let us concentrate
Tiie true strength of our nation on our efforts for increased
production, exports, and construction.

Let us nmake diligence, thrift, and savings our code of conduct.
Let us thus make this year a truly working year for all of us.

I thenk you.

President Chung Hee Park
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FROMNe Office of the High Commissionor

....................................................

fqr”Canaﬂa@“Knala.Lumpur,nMalaysia, ......
“efe’e"“’c}uf' Tettor 417 of Vetover 9y 18564

Subjeqy st '6f Koredh Poreign HInister and

{
{

Post File No:)éégzwezééz.4f:;14%a4< .....

.................... Ottawa File No.
tie Proposed’ Asian Foreipgn Mitistors? e e
...... c.o-fl-i,éféh.c-é..iﬁ.soééiﬂ;.-.....-.........*W A
[ in
MRS thocn
M2 fing

References

| paid a three-day visit to Kuala Lumpur last weck.

The Korean Foreign Ministor, Dr. Tong WGnTﬁee,
The
primary purpose of the visit was to secure Malaysiats
agreenent to attend the conference of Asian Foreign
¥inisters which the Koreans would like to have iu Seoul
in April 1965. In this the Koreans failed, and Halaysia's
position on the question for the moment at least remains
that it will not attond becausc it does mot believe in

"a gapnging up of anti communist countries".

2. Howuover, the Prime linistor did agroe to attend
a preliminary ambassadors! mecting in Bangkolt now set for
February. To this the Thais have invited those countries
invited to the proposed forcisn ministors meeting, namely
Australia, Nev Zealand, the Fhilippines, Taiwan, Japan,
South Viotnam, South Koroa ond ilalaysia. According to the
Australians, the ambassadorial mecting is to discuss the
prospects for a worthwhile meeting of foreign ministers.
Therse are no precise terms of reference, and the meeting
might for oxample decido to hold the conference of foroign
ministers elsevhere than in Korea. Ye are told that this
neeting is an initlative of Thal Foreign Minister Thanat
Khoman who is anxiocus to have wider represcntation at the
proposed forcign ministers! meeoting than has so far been

Internal evident, The Australian position is that a foreign
Circul ation ministers' meeting might be helpful providing it is widely
representative of countries in the area. We should think
that from the Australian and New Zeaiand point of view,
such a conference might be advantageous in furthering thelr
locus standi as Asians as well as providing them with a
rare opportunity to meet othor Asians without the guffocating
influence of the bipg powers. e understand that the
‘countries vhich have so far agreed to attend the pre-
liminary meeting in Banghtok are Thalland, Korea, Australia,
New Zcaland and now lialaysia, According to the Australians,
the Tunku assurcd Dr. Lec that he vould have a represcatative
- at the BDangkok meceting buf vould not comalt himsoelf on the
foreign ministers! meoting beyond undertaking to reconsider
Malaysia's position if countrles such as Japan doeclded to
. participato. .
Distribution
to Posts
tellington
Canberra eeel

\

(Ext.182C(Rev.2/52)
/
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for the Kore: inister. The press coverage was apathetic and
. there was a/fear minimum of ministerial attendance at official
functions. its part, the Ministry of External Affairs
opposes warming up relations with the members of the so called
Asian anti communist bloc, and the Ministry did not go out of
its way to make the visit a success. ‘Indeed the Press Officer
went to work on a holiday to issue a denial of a story arising
from an airport interview with the Minister that Malaysia
would be attending the Seoul conference.

Se There/was little warmth in the Malagysian reception
i
|
|

N1

. | - - C. E. MCGAUGHEY

- . Office of the High Commissioner.
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INFO:

CBRA
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Ref.:

Subject:

KOREA -~ NORMALIZATION AND REUNIFICATION

I TCOK ADVANTAGE OF TRIP TO' KOREA TO DISCUSS WITH COI.LEAGUES PRESENT

POSITION OF KOREAN GOVT, ESPECTALLY IN RELATION TO THE TWO PRINCIPAL FOREIGN

POLICY ISSUES FACING KCREA -- NORMAILIZATION OF RELATIONS WITH JAPAN AND

REUNIFICATION.

IMPCRTANCE OF BOTH ISSUES STEMS FRGM FACT THAT SOLUTION OF

EITHER IS REGARDED IN KOREA AS MEANS CF OVERCOMING SOUTH KOREA'S MOST

PRESSING ECONOMIC DIFFICULTIES BASED ON LACK OF CAPITAL (WHICH WOULD BE

ALIEVIATED BY NORMALIZATION WITH JAPAN) AND LACK OF RESOURCES (VHICH WOULD BE

RELIEVED BY REUNIFICATION).

IN EITHER CASE PROGRESS WOULD EE MADE TOWARD

SOLVING SCUTH KOREA'S FUNDAMENTAL PROBLEM WHICH IS THAT OF OVER-POPULATICN

TOGETHER WITH EXCESSIVE RATE OF POPULATION GROWIH. BOTH THEREFCRE REPRESENT

ASPECTS OF SIMILAR PROBLEM AND WE WERE TOLD THAT PART OF ATTRACTIVENESS OF

REUNIFICATION (APART FROM ITS DESIRABILITY AS A NATIONAL OBJECTIVE) IJES IN

FACT THAT IT WOUID TAKE THE PRESSURE CFF THE NEED TO SEEK NORMALIZATION WITH

JAPAN,

LOCAL
DISTRIBUTION

ORIGINATOR

DIVISION

PHONE

APPROVED BY

NAME . ...t etittiecrensssterensans
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2. A. NORMALIZATION WITH JAPAN: KOREAN GOVT SEEMS DETERMINED TO MAKE NEW EFFCRT
TO NORMALIZE RELATIONS WITH JAPAN FOLLOWING ADVENT oF NEW FRIME MINISTER IN
LATTER COUNTRY. TITS OWN INTERNAL mmss IS SUCH HOVEVER THAT IT CAN WITH
DIFFICULTY TAKE INITIATIVES THAT WOULD COMPROMISE TTS UNCERTATN POPULARITY,
ESPECIALLY ON AN ISSUE WHICH IS TTSEIF NOT RPT NOT POPULAR IN KOREA. . KOREAN

ATTITUDE TOWARD JAPAN IS BASED IN PART ON I‘EMORII;}S. OF JAPANESE OCCUPATION

OF KOREA; EVEN MORE, HOWEVER, I7 STEMS FROM PROBABLY CORRECT CALCULATION THAT.
KOREAN INFANT INbUSTmEs WOULD FIND IT DIFFICULT TO COMPETE AGATNST JAPANESE
CAPITAL IF LATTER WERE ALL(%VED FREE ENTRY, WHILE TECHNICALLY BACKWARD FISHING
INDUSTRY NEEDS RHEE LINE Td PEOTECT IT FROM COMPETITION OF SUPEELCR JAPANESE
FISHING 'mcmmuas A.HTHOUGH OPPOSITION IS ITSELF FACTION-RIDDEN, IT WOULD NOT
RFT NOT FIND IT DIFFICULT %o CRITICIZE ANY SETTLEMENT WITH JAPAN NOMATTER

HOW GENERCUS ITS TERMS WERE TO KOREA. WE WERE ASSURED THAT IN SO DOING
OPPOSITION WOULD TAKE INTO ACCOUNT LESS KOREA'S INTERESTS THAN ITS O

OBJECTIVE OF EMBARRASSING GovT. |

3. A FURTHER PROBIEM WILL CERTAINLY ARTSE IN CONNECTION WITH ANY FISHARIES
SETTIENENT CONNECTED WITH NCRMALIZATION. IT IS ONLY DIMLY UNDERSTOOD IN KORSA
THAT NORMALIZATION OF RELATIONS WITH JAPAN WILL NECESSARILY MEAN ABANDONMENT

OF RHEE LINE. A PROBLEM WILL THEREFORE ARISE IN CONVINCING PUBLIC OPINION

THAT ANY ECONCMIC BENEFITS T0 BE DERIVED FRQM NCRMALIZATION ARE WORTH THIS
SACRIFICE. AT SAME TIME, ROK GOVT ITSELF MADE FROBLEM MORE DIFFICULT TO

SOLVE WHEN TTS INTENSIFIED EFFORTS IAST SEPT TO PATROL RHEE LINE GAVE

IMPRESSION IT WAS FPREPARING TO MAINTAIN IT AT ALL COSTS.

4. REUNIFICATION: IT IS DIFFICULT T0 JUDGE HOW KOREAN SENTTMENT TOWARD

KOREAN REUNIFICATION WILL DEVELOP IN IMMEDIATE FUTURE. KOREAN ANTI~COMMUNISH
APPEARS GENUINE AND EVEN STUDENTS (NEW GENERATION OF WHICH HARDLY REMEVBERS
COMMUNIST OCCUPATION OF 1950) ARE AT IEAST OVERTLY NOT RPT NOT IEFTIST.

(IT WOUID OF COURSE BE DIFFICULT TC JUDGE AS FREE EXPRESSION OF VIEWS IS CONTROLLED) ,l‘
NEVERTHELESS, HANKERING FOR REUNIFICATION HAS GROWN IN PAST YEAR AND RECELVED
ADDED FILLIP FROM SUCCESSFUL CHINESE TEST WHICH INCREASED SOUTH KOREA'S SHSE

OF ISOLATION BETWEEN HOSTILE CHINA AND DETESTED JAPAN. GROWING JAPANESE CONTACTS
WITH CHINA HAVE ALSO PLAYED ROIE IN MAKING REUNIFICATION APPEAR MORE DESIRABIE,

.o e o 30
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NONE OF THIS YET REFRESENTS ANYTHING LIKE FULL SCALE MOVEMENT IN FAVOUR OF UNI-
_ FICATION, ESPECIALIY SINCE DISCUSSION GF ISSUE HAS ONLY TOUCHED -SURFACE OF
PROBLEM (AND AT VERY LEAST HAS NOT RPT NOT BEGUN TO CALCUIATE POLITICAL RISKS).
MCREOVER, IF REAL MOVEMENT IN FAVCUR OF REUNIFICATION DID DEVELOP IT WOULD
IMMEDIATELY BE MET BY FQUALLY STRONG SENTIMENT AGAINST ANY FORM OF CONTACT WITH
NORTH KOREA ON ANY BUT SOUTH KOREAN TERMS, |
54 A8 I SEE IT, THE URGE FOR UNIFICATION IS GROWING IN KORFA. - IT HAS
NOT RPT NOT YET REACHED THE STAGE Hovmvm WHERE < THE PEOPLE ARE PREPARED 0
ABANDON ALL HOPE OF A SATISFACTORY LIVELIHOOD IN FREEDOM IN CRDER TC ACHIEVE IT.
THE DANGER LIES IN THE GOVT FAILING TO SOLVE BASIC ECONOMIC AND SOCIAL PROBLEMS
IN SOUTH, WHICH WOULD HAVE DUAL EFFECT OF MAKING THE SOUTH KCREANS LESS |
CRITICAL OF UNION ON ANY TERMS WITH THE NORTH, AND AT SAME TINE WOULD DISCOURAGE
smm@m%mmnmwmmmwmﬂmwmmmmmmmwwmmmm

TERMS. THIS ISSUE COULD BECOME CRUCIAL. IN THE FORESEEABLE FUTURE.

BOWER
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1. Submittod her with for vour information is 2 rostar of oy Bepublic
of Tores Torsonnel of tho Govermment, Armed Forcos <nd Otner sctivitier

which is intended for vonr heanfit in contacting sush srencies or individual.

%, %hnauld theare be further informstion you w2y necd, plosce contuct
the underdisn~d at Yong#ah 2278/3331, and it will be =restly approci:ted

. . . 1 . e 5 R s
in you advise any difference or errors tint you find to be cortain.
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/7) A A

KI't, YOG SO0
Colonel ROKsF
RO Yember
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KOREAN POLITICAL SITUATION

SOUTH KOREA REMAINS UNDER MARTIAL LAV PROCLAIMED JUN3 AND,ACCORDING |
70 NORRED. OF STATE DEPT KOREAN DESK,EFFORTS TO NEGOTIATE AN ALLEVIA-
' TION OF MARTIAL LAw REGIME WITH OPPOSITION PARTY HAVE SO FAR BEEN '

"UNSUCCESSFUL.

2, STUDENT DEMONSTRATIONS WHICH LED TO PROCLAMATION OF MARTIAL LAW
INVOLVED SOME 20,000 OUT OF 1oo,ooo'ﬁNIVERsxi§ STUDENTS IN SOUTH
. KOREA;THIS CONTRASTS WITH FIGURE OF 150 TO 200 THOUSAND STUDENTS

“ (INCLUDING SCHOOLBOYS)INVOLVED IN DEMONSTRATIONS WHICH LED TO RHEES

* OVERTHROW IN 1960.NORRED SAID THAT MOST OF THE STUDENT GROUPS WHICH
'HAD ORGANIZED DEMONSTRATIONS WERE LINKED WITH OPPOSITION PARTIES;
ONLY ONE GROUP HAD MINOR LEFT-WING CONNECTIONS.ALTH@UCH OPPOSITION
T KOREA=JAPAN TRtATY WAS THEME OF EARLIER DEMONSTRATIONS THE LAST
AND MOST VIOLENT FOCUSSED EXCLUSIVELY ON DOMESTIC ISSUES SUZCH AS

~ CORRUPTION IN GOVT.NONE OF DEMONSTRATIONS WAS ANTI-AMERICAN ACCOR-
'DING TO NORRED4WE UNDERSTAND THAT RELATIONS VITH USA HAVE NOT RPT NOT .
RECENTLY BEEN AN ISSUE AMONG MAIN LEGAL POLITICAL GROUPS IN SOUTH

- KOREA,EXCEPT INASMUCH AS EACH GROUP rnxzs TO DEPICT RIVALS AS LESS
'CAPABLE OF FOSTERING GOOD RELATIONS WITH USA. . .

3,70 ENFORCE MARTIAL LAW KOREAN GOVT REQUESTED UN COMMAND TO

“ RELEASE TWO KOREAN DIVISIONS TO JURISDICTION OF GOVT IN ORDER "//

’ B ' ' 2 000131
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TO ESTABLISH PUBLIC ORDERUN COMMAND(IE USA AUTHORITIES)IN AGREEING
I'fTO RELEASE INDICATED PUBLICLY THAT THIS DID NOT RPT NOT IMPLY EITHER
APPROVAL OR DISAPPROVAL OF MARTIAL LAW. ,
.WE ALSO ASKED NORRED ABOUT AN ARTICLE SOME WEEKS AGO BY CORRESPON~
DENT OF "LDN SUN TIMES THAT SOUTHKOREA WAS MOVING CL
, OSER TO NORTHKOREA
_ AAND THAT FRENCH GOVT HAD PROMISED ASSISTANCE BOTH. IN AID FIELD AND
\ E L WITH PEKING,TO BRING ABOUT QUOTE NEUTRALIZED UNIFICATION UNQUOTE OoN -
: GAULLIST MODEL. NORRED SAID THAT AS FAR AS STATE DEPT WAS AWARE THIS
STORY HAD ABSOLUTELY NO RPT NO BASIS IN FACT IT APPEARED TO HAVE

q
BEEN DERIVED. ALMOST ENTIRELY FROM AN ARTICLE ‘IN THE ECONOMIST ;"
CONFD QUOTE FOREIGN REPORT UNQUOTE WHICH HAD FREQUENTLY BEEN o -
BADLY MISINFORMED ON KOREAN AFFAIRS,IN ANY CASE IT SEEMED mosr
~ IMPROBABLE THAT FRANCE HAD- ANY DESIRE TO PURSUE AN ACTIVE POLICY . A
IN THIS PART OF ASIA. | :
5, WHEN VE ENQUIRED(WITH TOKYO TEL305 JUN12 IN MIND)WHETHER NORRED |
THOUGHT THERE WAS ANY INCREASED INTEREST 1IN REUNIFICATION AND NEUTRA-
’LISM IN SOUTHKOREA JHE DECLINED TO ADMIT THAT THERE HAD BEEN ANY |
'BSIGNIFICANT CHANGE IN: PUBLIC SENTIMENT ON THESE SUBJECTS.A GREAK -
.TSDEAL oF THOUGHT HAD BEEN DEVOTED ALL ALONG IN SOUTHKOREA TO SUBJECT
. OF REUNIFICATION AND HE CONSIDERED THAT THERE WAS A GREATER INTEREST T
IN REUNIFICATION ACCORDING TO UN FORMULA THAN EVER BEFORE. FORMER
'PRES RHEE HAD TALKED A GREAT DEAL ABOUT REUNIFICATION IN FORM OF
" QUOTE THE MARCH TO THE NORTH UNQUOTE BUT PRESENT REGIME HAD QUIETLY o
- SHIFTED EMXPHASLS OF POLICY TO A MORE MODERATE POSITION ALTHOUGH IT o
COULD NOT RPT NOT STRESS THE FACT IN PUBLIC.NORREDS REPLY TO OUR o
.'QUESTION ON KOREAN NEUTRALISM WAS IN GENERAL RATHER UNILLUMINATING,
V'wnxcu IS NOT RPT NOT SURPRISING CONSIDERING SENSITIVITY OF SUBJECT
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PAC SOUTH KOREA _ i
IF SITUATION IN SOUTH KOREA IS DISCUSSED YOU -MIGHT SIMPLY EXPRESS
CDN CONCERN OVER SERIOUSNESS OF POPULAR UNREST AND APPARENT
'"INABILITY OF THE "PARK REGIME TO MAKE ECONOMIC PROGRESS IT SEEMS TO
. US ESPECIALLY REGRETTABLE THAT OPPOSITION ELEMENTS HAVE BEFN ABLE

TO FOCUS THIS BROAD POPULAR DISSATISFACTION ON THE NARRON ISSUE oF

- NEGOTIATIONS NITH JAPAN AT A TIME WHEN SOME SORT OF ECONOMIC

,RAPPROCHEMENT BETWEEN THE TWO .COUNTRIES IS MORE DESIRABLE THAN'EVER;

Ze OTHERS HAVE EXPRESSED TO US THEIR CONCERN WHICH WE ARE INCLINED
I,TO SHARE THAT COQTINUED POPULAR UNREST LACK OF ECONOMIC PROGRESS
‘DECLINING UN INTEREST AND SUPPORT AND~ GENERAL DIMINUTION OoF ROK
PRESTIGE ABROAD MAY RESULT IN A SITUATION NHICH NORTHKOREANS ALWAYS
"ANXIOUS TO TALK ABOUT REUNIFICATION MAY BE ABLE TO EXPLOIT.'

N
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- , | 7-1-1 |
1 JUNE 12/64 - CONFD.
1 EMB TOKYO | :
o EXTERNAL OTT. Zpos | PRIITY
|
o,  WASHDC CNERA WLGTON IDN NATOPARIS CCOS
Ref.: YOURTEL Y~412 OF JUNE 5/64
Subject:  PRESSURES FOR KOREAN REUNIFICATION
OUR INFORMATION ON KOREA IS LARGELY SECONDHAND AND THE
AUSTRALIANS WLTH AN EMBASSY IN SEOUL ARE IN A MUCH BETTER PDSITION TO
| ASSESS THE SITUATION, HOWEVER, WE BELIEVE THERE ARE PROBABLY GOOD
GROUNDS FOR THE AUSTRALIAN FEAR THAT PRESENT TREND OF EVENTS IN KCREA
. WILL INCREASE FRESSURE FCR ACCOMMODATION WITH THE NORTH.
‘ 2. IN OUR IETTER 246 OF JUNE 5 REVIEWING THE PROSPECTSFOR
KOREA WE TOUCHED ON THIS SUBJECT AND EXPRESSED THE OPINION THAT THERE
IS CONSIDERABLE THINKING ABOUT REUNION WITH THE NORTH GOING ON EELOW
| THE SURFACE IN SOUTH KOREA ALTHOUGH THE SUBJECT IS ALMOST COMPLETELY
TABOO TN PUBLIC. W POINTED OUT THAT THERE ARE STRONG NATIONALISTIC
OVERTONES IN THE RECENT DISTURBANCES TN KOREA AND IT WOULD BE SURPRISING
INDEED JF THOSE ELEMENTS OF THE POPULATION WHICH ARE PARTICULARLY
FRUSTRATED AND DISENCHANTED WITH ROK LEADERSHIP ARE NOT BECOMING MCRE
o - R
LOCAL
DISTRIBUTION
ORIGINATOR " DIVISION i PHONE ' APPROVED B:Y
_ G‘Igm—a} Siomed 5y
:'f.;;'.'.'.'. ''''''''' A8, MeGill/re ... ..'f..';"" %G r '''''''''''''''

EXT. 18 (REV. 12/61)
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 AND MORE SUSCEPTIBLE TO PROPAGANDA APFEAL FROM THE NORTH. WE
UNDERSTAND THAT PYONGYANG PROPAGANDA HAS BEEN FAIRLY SKILFULLY

PLAYING ON THE DISCONTENT IN THE SOUTH. FCR EXAMPIE, IN MARCH THE
NORTH BROADCAST A SPECIFIC ENUMERATION OF THE COMMODITIES AND

MATERIALS IT COULD MAKE AVAILABLE TO THE SOUTH, INCIUDING SUCH

THINGS AS CEMENT AND FERTILIZER WHICH ARE IN PARTICULARLY SHORT

SUPPLY IN THE SOUTH. . |

3. THIS PARTICULAR ITEM WAS DRAWN TO OUR ATTENTION BY

ONE OF OUR COLLEAGUES IN TOKYO WHO SERVES ON UNCURK. WE UNDERSTAND

| THAT MEMBERS OF UNCURK HAD SOME DISCUSSION JUST LAST VEEK ABOUT THE
APPEAL TO THE SOUTH KORFAN POPULATION OfF THE IDEA OF REUNIFLCATION

" AND NEUTRALIZATION ON BfLINES ADVOCATED BY THE NORTH. THEY
APPARENTLY AGREED THAT THE PRESSURE FCR ACCOMMODATION WITH PYONGYANG
WAS LIKELY TO INCREASE. THE OPINION WE ATTRIBUTED TO A CDN

MISSIONARY TN OUR REFIET THAT MERF SOUTH KOREANS WOULD SOONER.COME TO TERMS WITH
"TME COMMUNISTS IN THE NCRTH THAN WITH THE JAPANESE IS APPARENTLY ALSO
 CURRENT AMONG UNCURK MEMBERS.

5 ONE SENTOR FOREIGN MINISTRY OFFLCIAL IN SEOUL WITH WHOM
WE DISCUSSED THE HANDLING OF KOREAN QUESTION IN UN GENERAL ASSEMBLY
SATD FIRMLY THAT KIS GOVT COULD NOT RPT NOT CONTEMPLATE NEGOTTATIONS
WITH THE NORTH BECAUSE THEY COULD NOT RPT NOT TRUST THE COMMUNISTS,
HOWEVER, HE DID SAY THAT PERHAPS NORTH AND SOUTH MIGHT COME T0 TERMS IN
TEN OR FIFTEEN YEARS WHEN THE ROK COVT WAS STRONGER AND MORE STABLE
AND THE NORTHERN REGLME HAD MELLOWED AND PRRHAPS EECOME MORE INDEPENDENT
OF CHINA, WE BELIEVE IT IS VERY UNUSUAL FOR KOREAN OFFICIALS TD DISCUSS
THIS EVEN IN SUCH LONG-RANGE TERMS. IT HAS OCCURRED 10 US THAT THE .
VEHEMENCE WITH WHICH KOREAN GOVT REPRESENTATIVES REACT AGAINST ANY
SUGGESTION OF NEGOTIATIONS WLTH THE NORTH MAY BE PARTLY ATTRIBUTABLE

TO FEAR ON THEXEERE THEIR PART THAT MANY OF THEIR OWN FEOPIE DESIRE
SUCH AN ACCOMMCDATION AND WOULD CREATE VERY GREAT PRESSURE FOR IT IF
THE POSSIBILITY OF COMING TO TERMS WITH THE NCRTH WERE EVER OPENLY
CONTEMPLATED BY THE ROK GOVT.
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The first-hand impressions brought back by officers of this
mission from a recent trip to Seoul, combined with what information we
have froam other sources, do not support a very optimistic assessment
of the current prospects for the Republic of Korea., It is evidently
still a fragile state, governed by an essentially unstable regime
and heavily dependent on American bounty, and it is hard to find
grounds for believing that the situvation will improve,

2. Nevertheless, one can say that the econamic outlook is
not altogether discouraging. While South Korea cannot easily
overcome the basic handicaps of meagre natural resources, an
excessive ratio of population to arable land and a high rate of
population increase (2.88% per annum), the groundwork has largely
been laid for a break-through to an expanding econamy. Three of the .
fundamentals for industrialization =- power, transport and communi-
cations ~~ have been developed to a point which would be the envy
of most underdeveloped nations. The railways are adequate and are
being re-equipped with AID and IDA help, Electric generating
capacity is now significantly in excess of demand. The Koreans

are a literate people and, although their educational system may
be deficient in some technical fields, lack of educational
facilities is not the major obstacle that it is in so many other
developing countriles, Numerous manufacturing enterprises are
springing up, some of them first~class, efficient plants capable

of producing competitively for the world market. As a result,
indices of industrial production have been showing a fairly
healthy rise of the order of 10% = 15% per annum, despite

shortages of raw material which keep some factories operating

~ well below capacity. GNP rose by a respectable 5.9% last year.

36 On the other hand, agriculture, the laggard sector of
practically all Asian economies, is also the weakest part of the
Korean picture. Even in agriculture, however, productivity is
rising appreciably with much greater use of fertilizer and there
are good prospects of further increased yields from irrigation
schemes, hillside terracing and other measures.
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L, It appears, therefore, that there are now no
insurmountable obstacles in the way of Korean economic
development, Particularly encouraging to the American
officials charged with prodding the Koreans to greater
efforts in their own behalf has been the export performance.
Exports totalled about $60 million in 1962, increased to
$86 million in 1963 and hopefully will come to about $125
million this year. Of course, the bill for essential

excluding food grains, so there is yet a long road ahead |
to anything like a commodity trade balance. Nevertheless,
if the pace of economic advance achieved in 1963 could be
kept up for another 5 years, Korea might be in sight of
economic self-sufficiency, U.S. economic experts in
Seoul believe this is not beyond possibility and no doubt
their belief is justified, given a reasonable degree of
sensible management on the part of the Koreans.

5e But the pursuit of sensible and consistent
economic policies by the Korean Govermment is unfortunately
not to be counted on in present circumstances. The problem
does not seem to be one of sheer ineptitude, although
foreign observers in Seoul do point out some foolish
actions — the $5 million spent on the pleasure domes at
Walker Hill, the insistence on immediate construction of
an integrated steel works, the three new power stations -
located on the east coast while industry in the south is
short of power. This kind of mistake, hawever, arises
from overambitious planning in many countries and is not
necessarily fatal, What seems to us to be much more
serious is the continued failure of Korean Governments

to stick to the economic policies and programmes drawn

up by their own quite capable experts with foreign advice.
Inflation is seriously threatening to wipe out the economic
gains of the past year or so but the Government has a
discouraging record so far of falling away fram successive
stablligation schemes, In the first week of May a fresh
start was made with revaluation of the currency and appoint-
ment of a new Cabinet. According to American officlals in
Seoul, the revaluation exercise was efficiently carried out
and the new Cabinet is stronger than the previous one in
talent and integrity. But several fresh starts have been
made in Korea in recent years without lasting results.

6. The really discouraging feature of the Korean

scene is that there is no sign of forceful leadership emerging
or, conversely, of the growth of a political consensus which
might produce at least one strong party. The lack of cohesion
is so striking that one might almost conclude that there is
some congenital defect in the Korean character which inhibits
group action in a common cause. More likely the origins of
the present state of affairs lie deep in Korean history.

The country has always been a meeting ground for conflicting
cultural, political and military forces in North-East Asia,

At any rate, excessive factionalism, captious opposition and
pursuit of individual self-interest are characteristic of
Korean politics today.
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7. President Park Chung Hee is clearly not equipped by
temperament or inclination to assert effective leadership,

He is regarded as well-meaning but shows a positive distaste
for the political platform and does little more than issue
periodic exhortations for redoubled effort to solve the
country's problems. Kim Chong Pil, Chairman of the Democratic
Republican Party, who is generally credited with organizing
the military revolution in 1961, is undoubtedly the individual
wlelding the greatest amount of power after the President, but
even his power is strictly circumscribed., He commands the
personal allegiance of perhaps two-fifths of the members of
the DRP, the rest being divided into three or four factions,
and he is widely distrusted as an unscrupulous schemer by
important segments of civilian and military opinion. There
does not appear to be much likelihood of Kim's playing

Nasser to President Park's Neguib,

8. None of the political parties at present on the
stage in South Korea has any well-defined ideology or platform.
They are all anti-communist and ostensibly in favour of a
democracy and some seem slightly more liberal or more conser-
vative as the case may be but beyond that they are more like
factiong owing allegiance to some individual than politieal
parties in the proper sense. The leading party, the DRP, is
of course an outgrowth of the military junta. Kim Chong Pil
made an attempt to give it some sort of platform by enunciating
a set of principles tut the fact that no one we spoke to in
Korea seemed to remember quite what the principles were
demonstrates his failure to produce a "philosophy of the
revolution®,

9. The military revolution slso failed to provide, for
any appreciable length of time, the kind of efficient, puritan
rule which may somstimes lend a degree of justification to the
intervention of soldiers in politics. Initially the military
junta did clear up some scandals, throw a number of rascals
ocut of office and introduce more effective administration, but
the new-broom effect did not last long., The military leaders
soon began to be carrupted by office and relapsed increasingly
into familiar Korean bad habits to such an extent that they were
eventually not much of an improvement over their civilian
predecessors. As examples, we noted in the Korean newspapers
reports of the arrest of the Army Judge-Advocate General and
five other Army legal officers on charges of accepting bribes
from civilians, and the indictment of the former Finance
Minister of the military regime for complicity in the illegal
sale of land in a public park.

10. Corruption is endemic in Korea and it is not surprising
that the military regime was undermined by it. The Australian
Ambassador in Seoul and the First Secretary of the British
Embassy, both of whom happened to have served in Thailand,
expressed the opinion that corruption is not quite as widespread
or blatant in Korea as it is in Thailand but it is serious
enough, On the other hand, Korean graft is evidently much less
sophisticated than the Thal version., A Karean who obtains
public office is likely to take the attitude that he must

grab all he can for himself and his friends before the next
turn of the wheel throws his party or faction ocut and he is
denounced, This is obviously most destructive of orderly
administration,

o .k.
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11, We found that United States representatives in
Korea professed a degree of optimism about the future., They
emphasized that there is a lot of talent, knowledge, and
initiative among the Koreans and they bellevé that, as long
as democracy can be preserved, enough public-spirited men
will be found to steer the nation through its present
difficulties. Ve do not mean to suggest that there is
anything pollyanna-ish about the American assessment, The
American officials on the spot know the realities of the
Korean situation., On the other hand they have to selze on
the hopeful factors and make the most of them because they
are so deeply committed to seeing the Republic of Korea
through to self-sufficiency. We are impressed by the good
sense and determination with which most Americans in Korea
seem to be pursuing their immensely difficult task. They
seek to hold the ring for democracy and ensure the military
and economic underpinning to prevent disaster while cajoling,
urging, advising or even threatening the Koreans to make
the necessary efforts on their own behalf. They try to
give support to the best elements in the country and
withhold it from the worst{ although they dare not employ
the ultimate sanction of ¢ing away and leaving the
Koreans to their own devicds.

12, There grave doubts in owr minds, however,

that there is ¢ enough for the building up of a stable
basis for democrapy in Korea on the lines hoped and worked
for by the United States., Same factors threaten to reverse
the 1ittle progreps painfully achieved in the past few years,
perhaps irrevocably. The rioting in Seoul this week is
ommously symptomatic of these underlying threats.

13. The British Ambassador in Seoul wvouched for the
alarming statistic that only 600 out of 20,000 graduates

of the local universities last year had obtained jobs,

This illustrates at least one of the reasons vwhy Korean
students have again been rioting in the streets. They are
hard-pressed by rising prices, frustrated by lack of employ-
ment. opportunities and resentful of ineffectual and dishonest
politicians. Many liberal intellectuals teaching in the high
schools and universities are also completely out of sympathy
with the present civil and military leadership and they
encourage the rebellious students.

14, It seems to us that nationalism is also an important
component in the students! attitude, They are intensely proud
of their national heritage and much more conscious of it than
the less educated elements of the population, who share their .
economic¢ grievances. During the week of our last visit to
Seoul, a long line of statues of Korean natiomal heroes was
being installed on the mein avenue leading to the capitol as
a result of the initiative of university students. It is
significant that one of the main targets of the student
demonstrations 1s the Government's "humiliating" diplomacy

in negotiations with Japan. There has also apparently been
some expression of anti-American sentiment in the latest
demonstrations.
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15, It is much clearer, however, what the students
are against than what they are for., While the opposition
parties evidently hope to profit from the student unrest
and perhaps take power if the present government falls,
the students do not show much sign of working positively
on behalf of any particular party.

l6. . The events of the past two weeks seem to us to
raise the distinet possibility of another coup by military
elements, This was strongly discounted by all those we

spoke to in Seoul at the beginning of May but events have
moved rapidly since then. There was an incident ten days

ago of paratroopers calling on a judge on their own initiative
and demanding sterner measwures against rioters, which suggests
impatience in the Army, and now, of course, the Govermment has
had to call in the troops to enforee martial law,

17. Even if the Korean Government survives the present
immediate crisis, its longer term ocutlook is not good, It
now seems highly improbable that any further progress can

be made toward a settlement with Japan in the foreseeable
future, The students have made this issue the focus of

their discontent and should the Government suceced in
suppressing the agitation and negotiating successfully the
remaining issues with Japan, there would still be the

problem of putting the agreement through the Koarean Assembly.
It was freely predicted by diplomatic observers in Seoul

that the Assembly would pick to pieces any agreement with
Japan and never ratify it. The opposition to the projected
normalization with Japan is just as much a matter of :
suspicion of Korea's own representatives! motives as it is

of distrust of the Japanese, although that, too, is widespread.

i8. Failure to come to terms with Japan will bs
particularly discouraging to the Americans who have been
counting greatly on this, Perhaps too much emphasis has
been placed on the settlement with Japan as a panacea for
all Korea's ills but, still, it would be & great help. The
Japanese grants and loans, the trade, the technical and
managerial assistance, which would be available would
undoubtedly give a strong impetus to economic progress in
Korea. One Canadian missionary with some ten years! service
in Korea remarked to us, however, that he suspected many
South Kareans would socner come to terms with the Communist
regime in the North than with the Japanese, although they
dared not say so.

19. We suspect that there may be a considerable amount
of thinking about reunion with the North going on below the
surface in South Korea, although the subject is almost
completely taboo in public. The students are obviously
highly susceptible to the propaganda which is broadcast
steadily from Pyongyang. The contrast between apparent
order and progress in the North and confusion and corruption
in the South, coupled with the appeal of a reunited Korean
nation, may incline many South Koreans to gloss over the
harsh nature of the Northern regime and the brutalities of
the war, which is now more than ten years past., With a

ROK army of half a million men well trained and equipped

by the Americans, as well as 50,000 American troops, the
North is not likely to try force again but it may insidiously
undermine the will of the South Koreans to remain committed
to the free world.

20. It would be risky indeed for us to try to predict
the course of events in Korea, Our knowledge is too limited
and there are too many incalculable factors., We can only

revert to what we said at the beginning of this report, that

it is hard to find grounds for optimism. If, as seems probable, 000141

6.



LY

Document disclosed under the Access to Information Act '

Document divulgué en vertu de la Loi sur 'accés a l'information

political stability is going to remain a distant goal and-
the prospects for a settlement with Japan are also remote,
the United States will have to shore up the Republic for
a long time yet. We can only hope they will maintain
their determination and not tire of the burden for it is
not likely to get any easier. In fact, the Americans
will probably find that they are increasingly a target
‘for the frustrations and resentment engendered in the
Koreans by their dependent status.

Original Signed by

A S. McGILL

The Embassy.
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3. . KIM HAS SUCCEEDED T FORCING A CHARGE AND IS GENGRALLY ASSUIED 10

BT ARCHITECT OF NIE¥) CABLNET BUT GN OTHER HAUD HE HAS BY NO RPT 1O FGAIS
ENTIRELY GOT HIS O WY, VMILZ THE MVEER OF DRP MEERS HAS GRS TNCREASED
THEY STILL CONPRISE GILY FIVE OUF OF & TUTAL OF SEVENTEEN ALTHOWGH THD FREIR
AND 0 OTHER WE HEMEERS JOINED THE PARTY NSEDIATELY AFTER THEIR APPONNTEHIS.

| T NEW PREMIER IS DEFINTTELY IOT RPT NOT KHOM AS A KIM CHOYG PIL FAN, IN
MAKIG THE UBY APPOINTMENTS THE PRESIDINP APPSARS 70 HAVE ATTZHPTZD T0 ERING

in IT“‘@ OoF TMENT AlD xm‘mnr"x THILE AT THE SAE TIME TAKING SOME ACCOUNT OF
THE PRESSURES F(R mPRESIﬁTAﬁON OF VARIOUS FOLITICAL PACTIQNS,
4o . SIRCE KIM EVIDDNTLY IID NOT RPT NOT GET ALL HE VANTED, THE CCLIPOSITION o

')OFT}ENEICABIHETISMOKEBWBYWASAW*%AGKPDRHIIJMR)THEBEARE

PERSISTERIT RULOT}RS 1Y SEOUL THAT PRBS PARK 1S BECOMING MORE AND 1XRE »
DISK’CHANTED HITH o7 A IESS AID IESS INCLINED TO FOLIOUH HIS ADVICE QR _
ACQUIESCE IN ﬁmmaﬂmm HIS THFLUSHCE ON THE GOVT, THERE ARE A GOCD I&&IIY

" PEOPLE IN KCREA, IIJCID'DH‘G THE USA B8, VWHO WOULD LIRB 70 SEE THE UHS@UPUIQUS

KIM GET HIS COME<UPPANCE.
5. THE NBW mmm, CHUNG II»IQ@N, HAD AN TMPRESSIVE ITLITARY mcmn,
BSCCUIID ARMY CHIEF OF STAFF AT THS AGE OF THIRTY-TYO. SINCE 1957 HE HAS BEDN

SUCCESSIVELY, AVBASSADCR TO TURKEY, AMBASSADOR TO FRAIICE, AMBASSAD(R T0

VASHITNGTON AND FOREIGN MINISTER, WITH TR CUT CJ TO OCOASIGHS PCR POSP
GRADUATS STUDY AT BARVARD AND OXFORD. HE RETAINS PCRYFOLIO OP FORTIGN AFFAIRS.
USA REPRESENTATIVES -Tif KOREA THINK VERY VELL OF HIM AID PLACE CONSIDERABIE

HOPE TH HIS PRENISRSHIP,

6. THEOTHER KEY FIGURE IN ﬂmsw CABINET IS czm; REY-YOULG, YHO IS VICE- -
FREMIER AND MINISTER OF EGONQAIC PLANNING, HE HAS CONSIDIRABLE BACKGROUND

Xti BANICTNG AND IATTERLY RAS EEEN PRES.-O7 ONE OF IEADING KCREAN NEWSPAPERS

"IMHEMLTUPWPERSOHALEPWS mxsmmnmmwm

ECONGIST AND A HAN OF corzsmmam EXECUTIVE ABILITY DUT PCREICH OBSERVEIRS
IN KOREA ARE NOT RPT NOT c,mm SO SURE TN KIS GASE THAT HE WILL RUT NATIGNAL -
INTERESTS ABOVE. PERSCHAL AMBITION, |

s e » 30
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7. 188 SOO-YOUNG, LATELY KOREAN AMBASSADOR TO UNITED NATIONS AND TO
CDA, HAS EEEN APPOINTED MINISTER OF INFORMATION. ~HIS REPLACEMENT IN NEW
YORK IS LIKELY TO BE KIM YONG-SHIK, A FORMER MINISTER WITHOUT PORTFOLIO
WHO IS SATD TO BE PRETTY MUCH OF A SECOND RATER.

8.  IN NEW PREMIER'S FIRST STATEMENT HE MADE AN APPEAL FOR A MORATORIUM

ON QUOTE EXCESSIVE POLITICAL DEMANDS UNQUOTE FOR A PERIOD OF SIX MONTHS TO

ONE YEAR IN ORDER TO GIVE HIS CABINET A CHANCE TO MAKE SOME PROGRESS WITH
ECONOMIC PROBLEMS IN PARTICULAR. HE S{AID, HE WOULD STEP DOWN AT THE END OF
THAT TIME IF HE, FAIlED TO SHOW RESULTS!. CHUNG MADE PIEDGES TO TACKIE THE
JAPAN - KOREA NEGOTIATIONS AFRESH AND TO ROOT OUT CCRRUPTION. = HE PROMISED
SALARY INCREASES FOR LOWER 1IEVEL CIVIL’ SERVANTS, ABSOLU‘I‘E FREEDOM OF THE
CAMPUS FOR THE STUDENTS, PRODUCTION oni MORE FERTII.»IZERS AND PESTICIDES: FOR
THE FARMERS AND FREEDCM OF THE PRESS.

OFFICIALS IN KCREA THAT THE RECONSTITUTED CABINET WILL DO EETTER THAN THE
IAST TEAM, THE GOVT IS DEFINITELY STRENGTHENED BY HAVING CHUNG AND CHANG
AS PREMIER AND VICE~PREMIER RESPECTIVELY, AMERICANS PARTICULARLY HOPE THAT

'THE CABINET WILL HAVE THE COURAGE TO STICK TO THE ECONOMIC STABILIZATION

'PROGRAMME WHICH HAS EEEN DRAWN UP WITH AMERICAN ADVICE AND OF WHICH THE

DEVALUATION OF THE HWAN TWO WEEKS AGO WAS AN IMPORTANT STEP. THEY ALSO HOFE
THE GOVT WILL PERSEVERE WITH THE JAPAN - KOREA NORMALIZATION TALKS‘ WE

" FOUND THE BRITISH AMBASSADOR SOMEWHAT MORE SKEPTICAL THAN THE AMERICANS

ABOUT THE OUTIOOK FOR THIS CABINET. HE POINTED OUTTHAT KCREA IS. NOT RPT NOT

. LACKING IN TALENT AND THAT OTHER ABIE MEN HAVE CONSCIENTIOUSLY TRIED TO GRAPPIE

WITH THE COUNTRY'S IMMEDIATE PROBLEMS BUT SOONER CBAATER THEY ALL COMES . TO
GRIEF IN FACE OF THE APPARENTLY INCURABLE KQREAN- HABIT OF SEEKING PERSONAL
GAIN WITHOUT REGARD TO THE PUBLIC INTEREST.
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2,  U.S. EMB IN SEOUL HOPES THAT PARK'S REGIME UILL USE
DEMOGRATIC MANDATE RECEIVED FROM KOREAN ELECTORATE TO IM-
PROVE ITS MANAGEMENT OF ECONOMY. ACHIEVEMENT OF THIS (B~
JECTIVE VILL DEPEND IN LARGE MEASURE ON MAINTENANCE OF
POLITICA STABILITY. MAJORITY OF KOREAN PEOPLE VOULD PROBABLY
BE PREPARED T0 GIVE AT LEAST PASSIVE SUPPORT TO AUSTERITY
MEASURES WHICH ARE NEEDED AT THIS TIME BUT THERE IS DANGER

THAT PACTIONAL DISPUTES WITHIN GEN PARK'S DEWOCRATIC REPUBLICAN
PARTY WILL HINDER INTRODUCTICN OF STRINGENT ECONOMIC REFORMS.

INDICATIONS ARE THAT POVER STRUGGLE IS CONTINUING WITHIN

PARTY ALTHOUGH U.S, OFFICIALS FIND SOME CGMFORT IN FACT THAT
OPPONENTS OF KIM CHUNG PIL SEEM T(HAVE OBTAINED LARGER

NUMBER OF KEY POSTS IN NEW ADMINISTRATICN THAN EARLIER EXPECTED.
HOJEVER, KIM IS LIKELY TO TRY TO GAIN UPPER HAND AGAIN AND
OUTCOME VILL DEPEND IN FINAL ANALYSIS ON ATTITUDE OF PRES

PARK VHO UNTIL NOU APPEARS TO HAVE BEEN MAINLY CONCERNED

TO MAINTAIN BABANCE BETUEEN RIVAL FACTIONS.

o, JAPANESE OFFICIALS ARE CLEARLY PLEASED AT OUCOME

ON BASIS THET WITH AN ASSURED MAJORITY PARK'S REGIME VILL
BE MORE READY TO CONCLUDE AGREEMENTS FOR NORMALIZATIGN OF

" RELATIONS UITH JAPAN. THEY COMMENTED, HOJEVER, THAT THERE

IS SOME DANGER THAT FACTIONS WITHIN DRP WILL FALL TO
BICKERING AMONG THEMSELVES AND WEAKEN EFFECTIVENESS OF NEV
GOVT. |
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1. Further to te]_ephoné conversation Capt Cogdon - Maj Dure,

29 Nov 63.

2. In the final election returns the DRP won 110 seats out of
a total of 175 seats; their closest rival (Minjong-dang) won 41

seats.

3. A total of 9,600,000 votes were cast of which the DRP
gained 3,100,000 (33 percent). The remaining 6,500,000 votes
were split among eleven opposition parties with the Minjong-~dang
gaining 1,800,000 (20 percent) and the Democrats 1,200,000 (13

percent for 13 seats)

k. It is my opinion that approximately 66 percent of the ROK
voters defeated their own wishes by voting in such a diversified

manner; the DRP voters were united.

5. This date I had an interview with Mr GV

Brady (Charge D'

Affaires, Australian Embassy) a member of the UNCURK Observer
Team. In his opinion there was no pressure brought to bear on the

voters at the polling booths and that the counting of ballots

1

was honest. As I mentioned on the phone the Thai Ambassador was
quoted in the paper as saying "the elections were carried out in

an orderly and quiet atmosphere”.

5. As of writing, approximately two hundred persons (candidates
and campaigners) have been charged with election violations. In
the opinion of Mr Brady these charges are NOT serious and that

they merely represent the normal post election

"groans". He stated

that, in his opinion, the elections were fair.and that there was

no overall "rigging".

7. It is my opinion (and that of Mr Bradys) that the DRP won
because of better organization, that they possibly had more finances
at their disposal for electioneering and that their voters were

united.
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_INFO TT TOKYO DE OTT
"REF YOURTEL’ YQSO NOV27 AND. TOKYO TEL493 NOV29 _

NORRED OF . STATE DEPT KOREAN DESK SAID TODAY THAT KOREAN ELECTION '
LVIHAD NOT RPT NOT BEEN AS FREE AS SOME OTHER RECENT KOREAN ELECTIONS,'
VAND THAT THERE WERE A NUMBER'OF EXAMPLES OF GOVT PRESSURE THROUGH
:;POLICE AND OTHER OFFICIALS BUT THAT SUCH IRREGULARITIES AS HAD -
OV”OCCURRED HAD PROBABLY NOT RPT NOT AFEECTED OUTCOME OF ELECTIONS.

H.-2 NORRED EXPRESSED EMBARRASSUENT THAT PREDICTION HE AND OTHER

-TOBSERVERS HAD MADE THAT GOVT WOULD WIN ONLY 40 SEATS BY DIRECT™
ELECTION(PARA4 OURTEL3675 NOVS)HAD PROVED TO. BE SUCH AN UNDE~

'ﬂRESTIMATE PAKS DEMOCRATIC REPUBLICAN PARTY HAD. WON 85 ‘SEATS. BY s
VDIRECT ELECTION AND ANOTHER 22 BY PROPORTIONAL REPRESENTATION TO

'.MAKE A TOTAL Or 107 OUT OF 175 SEATS POPULAR VOTE EIGURES TOLD N

'DIFFERENT STORY HOWEVER HIS PARTY HAD ONLY 34PERCENT(2 8. MILLION) | ‘
_’OF TOTAL., NORRED THOUGHT ONE REASON PREDICTIONS HAD PROVED" INACCURATE ' Zi

> WAS THAT THEY HAD BEEN BASED ON ELECTORAL RESULTS IN EORMER 233~
SEAT CHANBER NEW CONSTITUENCIES WERE ALL- LARGER AND PRO OPPOSITION _.~
.ELECTORATE SEAT NHICH IN OLD CONSTITUENCIES KNEU WHICH OPPOSITION

_ VDIDATL WAS LIKELY TO DO WELL AND THUS DID NOT RPT NOT WASTE o
I.‘ITS VOTE . THIS TIME HAD ALLOWED ITS STRENGHT TO BE DISSIPATED AMONG _
SEVERAL OPPOSITION CANDIDATES IN MAJORITY OF CONSITUENCIES., _
3. ALTHOUGH LACK OF UNITY AMONG OPPOSITION HAD BEEN MOST INPORTANT
‘QFACTOR IN GOVT VICTORY THERE WERE OTHER CAUSES OPPOSITION HAD BEEN
.TOO NEGATIVE AND HAD NOT RPT NOT OFEERED COUNTRY ALTERNATIVE
IPOLICIES PAKS ATTENDANCE AT PRES KENNEDYS FUVERAL "AND HIS INTERVIEW

| fWITH PRES JOHNSON WHICH HIS PARTY HAD TAKEN PAINS TO PUBLICIZE _
NIDELY ON EVE OE ELECTION HAD HELPED TO" REBUT OPPOSITONS CHARGE . "_
.THAT REGIMES RELATIONS WITH USA UERE POOR. RELEASE TO KOREA OF TEN ,.

. "32 000151
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',IIILLION DOLLARS OF BLOCKED Usa AID oN- NOVlO(PARA3 OURTEL3715 Nov14>
HAD BEEN USED" BY GOVT FOR. SAME PUPOSE NORRED SAID DECISION.TO RELEA&:
“THIS DOLLARS 10 MILLION HAD. BEEN EXTREMELY DIFFICULT AS g

E OPPOSITION HAD BEEN CHARGING THAT AID SUSPENSION WAS DUE TO_POOR

- RELATIONS OF REGIME WITH USA AND STATE DEPT KNEW THAT WHATEVER IT

_DID WOULD BE USED BY ONE SIDE OR THE OTHER AS" AN I
AELECTORAL ARGUMENT IN THE END ECONOﬂIC CONSIDERATIONS HAD HAD 10
.PREVAIL. ', | | | ) !
. NORRED EVIDENTLY IN CHASTENED MOOD HAD NO RPT NO FIRN PREDICTIONS
IABOUT FUTURE COURSE OF EVENTS IN KOREA. HE SAID THAT AT THE WORST
THE KIM CHONG PIL GROUP'-COULD RETURN TO PREDOMINANT INFLUENCE AND
IMPEL GOVT IN AUTHORITARIAN AND- ANTI -USA DIRECTION WITH DEMANDS
LBOTH FOR MORE USA AID AND. LESS USA CONTROL OVER ITS USE. MOST |
DVSIREABLE ALTERMATIVE WOULD BE 'FORMATION OF A~ BASICALLY QUPRA~ :
-PARTY ADﬁIN WHICH WOULD PRESS oN WITH BADLY~ NEEDED MEASURES oF

I»‘ECONOMIC REEOR AND STABILIZATION.

Se ACCORDING TO NORRFD PAK NAS PLEASED BY RESULTS OF HIS TRIP TO
IATTEND FUNERAL AND HIS CONTACTS WITH OTHER LEADING PRERSONALITIES
'PRESENT IN UASHDC FOR THE CEREWONY NORRED SAID THEPE WAS LITTLE .
IIOF SUBSTANTIVE NATURE IN PAKS CONVERSAIONS WITH AWERICAVS HERE,
ALTHOUGH LIKE REPS FROM MOST OTHER COUNTRIES HE RECEIVED ASSURANCES
THAT USA POLICY UOULD REMAIN UNECHANGED. e

1000152
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G © DEPARTMENT OF EXTERNAL AFFAIRS, CANADA L
" > . . I8
| OUTGOING_ MESSAGE
. _ DAT.‘E K T FiLE | SECURITY
™, o v
o h . NOV 29 T~l~1 | CONFD
pm; EMB TOKYO B - |INDEXED |
< : T " NUMBER ' PRECEDENCE COMCENTRE
' - . USE ONLY
- . . B | OPIMMEDIATE
10, EXTOIT - L F73 S
INFO: WASHDC - o e L PRIORITY
Ref.:  YOURTEL Y-430 NOV 27/63
Subject: KOREAN ELECTION
1, * YOU HAVE PROBABLY SEEN AP REPORT THAT QUOTE ALTHOUGH BALLOTING GENERALLY

ORDERLY THROUGHOUT THE COUNTRY THE OPPOSITION UNLEASED A SEVERE CHARGE OF ALLEGED
IRREGULARITIES BY THE JUNTA PARTY UNQUOTE, KORE AN PRESS REPORTS THAT 200 VIOLATIONS
ARE UNDER INVESTIGATION, | | |

2, REPORTS AVAILABIE 10 US IMBASSY TOKYO SAY THAT IT REMAINS TO BE SEEN WHETHER

IRREGULARITIES WERE AS SERIOUS AS OFPOSITION ALLEGES, ~AMERICANS FIRST ASSESSMENT SERMS
T0 BE THAT ELECTION WAS CONDUOTED FAIRLY ON THE WHOLE | | -
3. DURE REPORTS THAT UNCURK TEAM IS BEHIND CLOSED DOORS WRITING REPORT WHICH WILL
NOT BE AVAILABLE TODAY, HE WILL REPORT UNCURK FINDINGS WHEN AVAILABIE,

S KOREAN PRESS REPORTED THAT AMB, WHO TS MEMBER OF UNCURK TEAM, SAYING THAT QUOTE
ELECTION WAS CARRIED OUT IN AN ORDERLY AND \QUEST ATMOSPHERE UNQUOTE BUT HE MADE NO COMENT
ON QUOTE FATRNESS UNQUOTE.. ,

5, WA VISITED POLLING sm'm:oms IN SEOUL WITH DURE ON EIECTION DAY AND NOTED NO

) e
" GROWDS AROUND STATIONS, NO SIGNS OF TROUBLE, NO EXTRA POLICE, BOTH HE AND DURE GOT

- . v : - . . o . . ;. Lo T

LOCAL -

DISTRIBUTION co: Capts No Cogdon

ORIGINATOR . . DIVISION PHONE . . ‘ APPROVED BY
T S1G....... Original Signed B%
name. . AL, . McGilJ/;;a .......... NAME. .. ... A.S. MCGILL ................
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2. |
HIM JUST AFTER POLI_S CLOSED HE HAD NO SUBSTANTIATED REPORTS OF IRREGULARITIES, |
6, WE HAVE NOT BEEN ABLE TO SPEAK 10 JAPANESE OFFICIALS T0D AY SINCE THEY ARE
OCCUPIED WHLTH GENERAL PARK WHO IS STOPPING BRIEFLY IN TOKYO EN ROUTE HOME FROM FUNERAL
IN WASHDC.
3 WE HOPE 10 BE ABIE T0 SEND YOU MORE COMVENTS AFTER WEEKEND BUT SO FAR IT
APPEARS THAT WHATEVER IRREGULARITIES OCCURRED WERE NOT ON LARGE SCAIE AND THAT EIECTION
WAS REASONABLY WELL CONDUCTED. o | |
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29 November, 1963

MEMORANDUM TO: Mr.égéééfiA,

KOREAN ELECTIONS

Further to my previous memo on this subject,
Dure has now called back from Seoul. He reports that,-

- (a) the UNCURK team is behind closed doors writing

their report - it will almost certainly not be
available today. '

(b) the local press has reported the Thai Ambassador
(a member of the UNCURK team) as saying the
"election was carried out in an orderly and

quiet atmosphere'". He made no comment on the
"fairness",

(¢) the Korean press reports that 200 vioclations
are now under investigation.

2., Major Dure will report the UNCURK findings when
available.

e

(N. Cogdon)
Captain, RCN.
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29 November, 1963

MEMORANDUM TO: Mr. MM

KOREAN ELECTIONS

The following comments are offered in connection

with Externals Y430 asking for observations concerning
conduct of Korean elections.

(a)

()

(e)

(d)

(e)

Major Dure and myself toured several of the polling
stations in Seoul about mid-morning of election day.
I was impressed by the complete absence of any signs
that the day was any different from any other
national holiday - no crowds around the stations,

no trouble of any kind, no extra police, etc. The
following day there were no more than 20 or 30 people
gathered around the large tote boards set up downtown
to show up to the mihute returns. Dure claims the
lack of congestion about the polls was in direct
contrast to the presidential elections. We both got
an impression of general apathy.

I had ten or fifteen minutes conversation with the
British Ambassador M. Godfrey just after the polls
had closed. He also had toured several of the Seoul
polling stations in company with an interpretor.

His impression also was one of general apathy. Up
to that time he had had no substantiated reports of
irregularities,

The local staff at the UN Compound mess - waitresses,
cooks, etc - during the presidential elections had
kept their own tote boards of latest returns and were
able to supply up to the minute results at any time.
During the general elections none of them voted and
had no idea how the various parties were faring.

News media speculated that the weather had caused the
poor turn out, however, while it was chilly (as Seoul
often is) it was also a beautifully clear, sunny day -
an invigorating day during which it was a real pleasure
to be out of doors.

At the time I left Seoul the UNCURK observers were still

"at their posts in the field and no impressions from this

group were yet available, Major Dure has been requested
to phone me by 1500 today, Friday, if he can obtain any
UNCURK comment.

(N. Cogdon)
Captain, RCN.

000156



Décument disclosed under the n Act

Oocument divulgué en vertu de la LW&?&@%&OMM |

N [ B
R ;-7-;-1-
e ';NDEXED} |
;. : w‘ ‘.v
. e “return
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M E}\TERNAL OTT NOV27/63 CoNFD_ L o file
0 TOKYO Y430 OPEMMED ~ TR .
“INFO WASHDC ) Zv T o |
.KQ,REAN,.ELECTION LT

7GRATEFUL FOR ANY OBSERVATIONS AVAILABLE IN TOKYO CONCERNING CONDUCT
..OF KOREAN ELECTIONS PRELIMINARY ASSESSf:fENT BY PRINCIPAL SECRETARY
.OF UNCURK BY MAJOR DURE AND BY OTHER OBSERVERS IN SEOUL WOULD

'ALSO BE USEFUL INFO URGENTLY REQUIREB.’
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TO EXTVRNAL 3266 PRIORITY

_INFO WASHDC PERMISNY EABPARIS PRIORITY

II TOKYO PRIORITY DE OTT *[ 1 _j' 15", ,

" BAG RKONG CNBRA- VLETN SAIGON KLUMPUR JAKARTA DE LDN -
_REF WASHDF TEL3675 NOVS -

SOUTHKOREA o :,"f : a'_;'k-

YE - ASKED LANTON KOREAN DESK OFFICER FO, FOR' ASSESSMENT OE RPCENT

| DEVELOPMENTS IN KOREA. AND PUIURE PROSPECTS LAVTON. ALSO EXPRESSED ‘
SURPRISE AT. CLOSENESS OF GEN PAKS VICTORY DURING LAST PRESIDENTIAL.
ELECIION JIT WAS MAINLY. HEAVY MAJORITY IN SOUTHERN DISTRICTS wHICHf
'HAD ENSURED GEN PAKS VICTORY. NORThERN DISTRICT HAD

RATHER SURPRISINGLY VOIED IN SIRENGTR FOR OPPOSITION HE NOTED THAT
B GREAT PART .OF ARMY UNITS ARE IN NORINERN DISTRICIS AND THAT PEOPLE

| IN THESE AREAS ARE GENERALLY MUCH MORE cowcLRNED WITH REUNIFICATION.
2 THERE UERE SIGNS, HowEVER THAT ELFCTIONS POR NEXT ASSENBLY ON

NOV26 WOULD BE QUOTE BETIER ORGANISED UNQUOTE LAUIOI DID NOT RPT
“NOT SEEM AS PESSIRISIIC AS NORRED(PARAA NASRDC REPTEL)ON PROSPECTS
L OF DEMOCRATIC REPURLICAN PARTY MUCH “WORK :WAS BEIIG DONE . EITHER TO
' NEUTRALIZE OPPOSITION OR TO LNSURE THAT MODERATES NHo NOULD SUPPORT
| GOVT. HE THOUGHT THAT IF ELECTIONS PRODUCE A STALE4ATE BETNEEN

I“ PRESIDENT AND ASSENBLY THIS MIGHT IAvE BAD CONSEOUENCES FOR DEBATE ,
IN UN ON KOREAN 'ITEM WHICH HE UNDERSTDOD WAS DUE TO TAKE PLACE EARLY
"IN DEC. IT NAS HOPED RowEVER THAT GOVT WOULD BE. ABLE TO NAVE SUPPORT

- OF A WORYING MAJORITY.

3 IN REPLY TO OUR QUESTION LAWTON SAID HT DID NOI RPT NOT EXPECT
ITEM WOULD CREATE TOO MUCH DIFFICULTY IN UN THERE WAS ALWAYS DANGER,
HOI VER THAT SOME NEW UNCONMITTED COUNTRY WOULD SEIZE OPPORIUNITY
...2 | I. | ' L | |
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"[RAGE TWO 3266 B o n
'Drf"' TAKE. CENTRE OF STAGE AND CREATE TROUBLE RE SAID GhANA HAD THREAT~'
vff;ENED TO BE DIFFICULT IN THIS WAY IN 1961, }E THOUGHT IT onLD BE
‘waCR BETTLR IF IN FUTURE ROREAN ITEM WAS NOT RPT NOT PUT ON AGENDA
OF UN AT, LEAST LUNTIL SOUTHKOREA WOULD BE nBLE TO BECOME STRONG
ENOUGH ECOQOMICALLY TO BE ABLE TO ENVISAGE REDNIEICATIDN AT MOMENT .
3~_K0REAN IIEM SUFFLRED LARGELY FROu DEFECT OE BEING WESTERN(GRP CRPT).
“TwWITR DRICR LARGER AND GRowIDG NUMBER OF UNCOEMITTED COUNTRIES
.. WERE BECOMING DISSATISFIED, I
| b LAWTON co:wEDTED ON CHAOTIC SITUATION OF ECONOMY AND ON URGENT *
NEED FOR NEU GOVT TO MAKE SUBSTANTIAL PROGRESS IN THIS FIELD.
“THIS wAs MOST IRRORTANT TASK OF PAK GOVT AND 118
o SUCCESS AND VIABILITY WOULD LARGELY DEPEND ON THIS.
'v,;fs WE ASKED FOR- HIS COMMENTS ON DIFFICULTIES ARISING - ERon RECOGNITION
'ﬁ$OF BOTH NORTH AND SOUTHKOREA AND DAIREENANCE OF. DIPLO RELATIONS' E -
WITH BOTH 'OF - TREM LAWTON SATD IT WAS SOUTHKOREA OF COURSE UHICH'v__ o
. Was VOST RELUCTANT TO ACCEPT REcocRITqu OE BOTH GOVTS BY OTHER . |
*}:COUNTRIES AND . MAIDTENADCE OF DIPLO RELATIONS WITH BOTH.THIS WAs'V
‘i‘BASED OF COURSE,ON FACT THAT soUTRKOREq CONSIDERED ITSELF BY RIGHTS
N.*TO BE SOLE LEGIIIMATE GOVT FOR WHOLE OF KOREA.ALso SINCE IT WAS
; RECOGNIZED BY. 62 coDNTRIEs IT HAD MORE TO LOSE THAV NORTHKOREA
'7 wR1cR WAS RECOGNIZED BY ONLY FIVE CDUNTRIES OUTSIDE OF COMMUNLST *
) BLoc.TRERE_RADEBEEN soME.DEEEICULEY»RECENTLY IN UGANDA WHERE CoVT
‘vVHAD-MENTIONED”ETS'ENEENTIDN‘TDvEsTADLISR*DIRLo RELATIONS AT LEVEL *
_“,JOE CHARGE DAFFAIRES WITH BOT} NORTH AND SOUThKOREA BRIT yHOWEVER
'fZINTERVEJED AND WHILE UGANDA HAD NOT RPT NOT SPECITICALLY RETRACTED
~ITS STATEHENTS: T RAD IN FACT ACCERTED ONLY THE 'PRESENCE OF SOUTH
R-KOREAN CHARGE NO RPT NO' DOUBT RowEVER UNCOMﬁITTED COUNTRIES WOULD.
’fNOT RPT NOT. WANT T0 TAKE SIDES LAWTON' THOUGHT GENERALLY THAT MOST -
1EESATISFACTORY SOLUTTION IN QEUTRAL COUNTRIFS WAS FOR BOTH: SOUTH
AND NORTHKOREA TO BE REPRESENTED AT CONSUL GENERAL LEVELs DISRUPTION
IN THIS PATTERN, RowEVER HAD ARREARED RECENTLY IN CAIRO wRERE GOVT

ceed - L i -« 000159
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o "GE THREE sts B Rt T

OOVPAD ANNOUNCED ITS INTENTION TO RAISE NORTHKOREAN CONSULATE GEQFRAL

f“TO LEVEL OF DIPLO WISSION HEADED BY A CHARGE THERE WAS NO RPT NO :
T‘DOUBT DANGER THAT IQCREASINGLY NEUTRAL COUNTRIES WOULD WANT TO RECOG—-,'

-

NIZE AND MAINTAIN DIPLO RELATIONS WITH BOTH GOVTS.‘
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INFO PERMISNY LDN EMBPARIS NATOPARIS

XTERNAL 3737

IT TOKYO CAIRO DE OTT - »;'* g‘“;,iA»fii‘.._° '"TEEf;- g .'».-NMI@:.‘M
BAG DSLAM ACCRA YAOUNDE LAGOS LEO HKONG KLUAPUR CNBRA WLGTN SAIGON - f&ﬁ:;”’/
- JAKARTA DE LDN . o ' |
REE.Y.OJIRIEIJ&.@_.QMJ

SOUTH KOREA: FOREIGN RELATIONS AND LEGAL STATUS.

i THEM AGAINSTfTHIS SOUTH KOREANS CERTAIALY DESIRE TC MAINTAIN

T T e .M-—-w- ==

DURLNG RECENT TALK WITH NORRED OF *STATE DEPT. KOREAN DESK WE PUT
T0 HIM YOUR VIEWS EXPRESSED IN REFTEL AS O How SOUTH KOREA MIGHT
_BEST DEFEND ITSELF AGAINST DANGER OF SPREAD OF NORTH KOREAN DIPLO
RELATIONS ALTHOUGH WE NOTE FROM NATOPARIS LET N- 1403 0CT25 THAT
THERE “WAS NO RPT NO' PARTICULAR USA COMUENT ON CDN THESIS IN NATO
"PAC WHEN THIS QUESTION WAS DISCUSSED NORREDS COMMENTS. MADE IT
(CLEAR THAT USA IS NOT RPT NOT IN ENTIRE AGREEMENT WITH YOUR
SUGGESTED TACTICS. A e o _

| 2.NORRED SAID. THAT STATE DEPT DID NoT RPT NOT THINA THAT SOUTH

" KOREANS. SHOULD BE ACTIVELY DISSUADED FROM INSISTING ‘on DRIAKING

RELATIONC WITH COUNTRIES RECOGNIZING NORTH KOREA SUCH AS UAR.
ACCORDING TO NORRED SOUTH KOREANS ARE STILL STRONGLY INCLINED TO
WITHDRAW FROM REPRESENTATION IN CAIRO IF NORTH KOREAN AMBASSA~

DOR Is ACCREDITED THERE AND UsA DOES NOT RPT NOT INTEND TO ADVISE )

THEIR REPRESENTATION AT CAIRO IF THIS IS POSSIBLE AND WILL NOT .
PPT NOT WITHDRAW THEIR CONSUL GEN UNTIL UAR GOVT ACTUALLY IMPLENENTS

ITS ANNOUNCEMENT REGARDING ESTABLISHMENT OF DIPLO RELATIONS WITH

: NORTH KOREA WHICH IT HAS NOT RPT NOT YET DONE ACCORDING TO

NORRED ; STATE DEPT UAR' DESK HAS SOME HOPE THAT CAIRO WILL NOT RPT 'TI
NOT ESTABLISH RELATIONS, BECAUSE OF A DESIRE TO MAINTAIN ‘GOOD RE- -
LATIONS WITH USALVE EXPRESSED SOME SCEPTICISH ABOUT THIS HOPE,j T
BECAUSE OF IMPORTANCE TO CAIRO OF WAINTAINING ITS NEUTRALIST N

* STANCE, AND DESIRE To PLACATE CHINA AFTER UARS PRO- INDIAN ATTI- .
TUDE IN SINO- INDIAN DISPUTE. | ; | 000161
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[ PAGE TWO 5737

R

3“'OFRED SAID THAT SOUTH KOREAN RESOLVE TO BREAK RELATIONS WITH

!ICAIRO IF NECESSARY WAS MOTIVATED BY FEELING THAT THIS WAS ESSENTIAL
"IN ORDER TO. PREVENT THE ROT SPREADING TO OTHER COUNTRIES IN AFRICAc
IT WAS TRUE THAT VIGOROUS ACTION HAD SO FAR PREVENTED UGANDAN

PERMITTED TO REMAIN IN KAMPALA ALTHOUGH WITHOUT DIPLO STATUS, 3

- AND. USA AMBASSADOR THOUGHT THAT DANGER oF RECOGNITION HAD NOT

'_RPT NOT BEEV FINALLY AVERTED CAIRO WAS AN INFLUENTIAL CEQTPE,;»

‘AND OTHER AFRICAN COUNTRIES MIGHT BE IMPRESSED BY WHAT WENT ON

j,THERE. | : N . ;
-k NORRED AGREED WITH YOUR COMMENT THAT SOUTH KOREAN. CONSULATES
’GEN IN INDIA AND CAMBODIA WHERE THERE ARE ALSO NORTH KOREAN

VSULATES sHAVE SERVED A USEFUL FUNCTION BUT HE SAID THAT THIS DID
NOT RPT NOT PROVE OUR POINT SINCE SITUATION IN DELHI AND PHNOMPEN
NOU WAS SINILAR TO THAT WHICH HAD EXISTED IN CAIRO BEFORE CAIRO

- Document diwilgué en vertu de la Loi sur l'acces & I'information

"E_RECOGNITION OF NORTH KOREA NEVERTHELESS NORTH KOREAN REP HAD BEEN _ I

HANNOUNCEMENT OF AUG25 POINT WAS THAT SITUATION IN CAIRO HAD SINCE ’ “g'

ALTLPED AND WAS'NO RPT NO LONGER SATISFACTORY.lA g

-5 NORRED SAID THAT SOUTH KOREAN OPPOSITION TO DIPLO RELATIONS UITH

' NORTH KOREA WAS, OF COURSE BASED oN' DEC12/48 UNGA RESLN DECLARING

THAT GOVT OF REPUBLIC OF KOREA uas THE ONLY LAWFUL GOVT - IN KOREA.
HE POINTED OUT THAT ARTICLE S OF SAME RESLN WAS ALSO RELEVANT-"
THIS QUOTE RECOMMENDS THAT MEMBER STATES AND OTHER NATIONS' N

:ESTABLISHING THEIR RELATIONS WITH GOVT OE REPUBLIC OF KOREA

: -THAT SOUTH KOREA HAD IN PAST INTERPRETED THIS RESLN TO MEAN THAT

ITAKE INTO CONSIDERATION FACTS SET. OUT IN PARA2 OE PRESENT RESLN
fnUNQUOTE(IE THE ARTICLE ABOUT LAUFUL GOVT) WHEN WE POINTED OUT |

‘_ROK HAD JURISDICTION OVER ALL KOREA AND ASKED WHAT USA POSITION

_WAS NORRED REPLIED THAT LT WAS PARTICULARLY THE FORMER RHEE GOVT

WHICH: HAD CLAIIED JURISDICTION OVER ALI KOREA ON BASIS OF - 1943

‘RESLN PRESENT REGIME DID NOT RPT NOT STRESS THIS PARTICULAR LEGAL
—A——w

YARGUMENT AND LATEST SOUTH KOREAN CONSTITUTION HAD DROPPED PREVIOUS

...3

]
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'”PAGE THREE 3737 o N |
| E)?/ISION FOR ASSEMBLY SEATS FOR NORTH KOREAN DISTRICTS. »
6. LATER NORREDS OVFICE GAVE us- IN WRITING FOLLOWING DESCRIPTION oF |
 USh POSITION QUOTE THE PERTINENT UN RESLNS CONCERNED WITH THE
STATUS OF THE GOYT OF THE' REPUB OF KOREA ARE, A5 WORDED AS |
| CONSTRUED, LIMITED IN SCOPE, THEY INDICATE THAT(A)THE GOVT OF THE
REPUB OF KOREA IS THE ONLY LEGITIMATE GOVT(NOT RPT NOT. THE ONLle‘
v;GOVTL AUTHORLTY)IN KOREA AND THAT(B)ITS AUTHORITY EMBRAGES ONLY:
THAT A AREA OF KOREA IN WHICH ELECTLONS WERE HELD' UNDER THE un
,SUPERVISION UNQUOTE WE WERE TOLD THAT ALTHOUGH THIS TEXT HAD BLEN L
" DRAFTED IN COOPERATION WITH STATE DEPT LEGAL EXPERTS TO MEET OUR L
afREOUEST TO SAVE.TIME IT HAD NOT RPT NOT BEEN PUT. THROUGH THE -
SR CUTBROUS PROCESS OF OFFICAL CLTARANCE WITHIN DEPT AND MUST. THERE--.
QTORE NOT RPT NOT. BE: PUBLICLY CITLD as USA POSITIONMIF VE WISHED To
STATE: A PUBLIC CDN' POSITION BY REFERRING EXPLICITLY 10 IT, wE
SHOULD OF COURSE CONTACT STATE ‘DEPT AGAIN. ,
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’ TO: Tokyo ‘*f"aﬁi

ar Exstern Div.

EXT.AFFAIRS/ECONOMIC

MEMORANDUM
Department of External Affairs.

CONFIDENTIAL MATERTAL

The attached doocument has been
supplied to us on a confidentlal
basis and is for your use only.
Neither the contents of this
document nor the fact that it is
in your possession should be
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v TALeAPCosRa-
CONTATNS CONFINENTIAL >
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To: Members of the Executi§e Board : ¢=Q¥§§:?i

From: The Secretary

Subject: ‘Korea - 1963 Avticie XIV Consultstions

There follows the Secretary's record of the decision taken by the
Executive Board at Meeting 63/60, November 15, 1963, on the 1963 Article XIV
consultations with Korse. This text will be included in the mimates of that
neeting and will be transmitted to the member after the close of business on
Monday, November 18, 1963.

1. The Government of Korea has consulted the Fund under Article XTV,
Section h of the Fund Agreement concerning the further retention of its
transitional arrangements.

2. The rate of growth of GNP in real terms was smaller in 1962 than
in 1961, largely because of poor agricultural harvests owing to unfavorable
weather. A Purther decline in the 1953 summer grain harvest contributed
to a serious foodgrain shortage and high grain prices but the situation is
being relieved by a good fall rice crop. Output of industrial products
increased markedly in 1962 and the expansion continued in the first half
of 1963. The Five-Year Economic Development Plan is in the process of
dowvnward adjustment.

3. Inflationary pressures increased in 1962 and grew further in 1963.
A financiel stabilization program for 1963 is being implemented with a view
to restoring monetary stéility. The Fund welcomes thils action by the
Korean authorities. Although the rate of increase in money supply slowed
dovn noticeably during 1962, the rate of increase in wholesale prices vas
about the seme in 1962 as in 1961l. Money supply declined in the first half
of 1963, chiefly because of a large drop in exchange reserves and a con-
gsiderable growth in time and savings deposits. However, prices rose at
an accelerated rate, owing in part to activation of earlier excess liquidity
and to the poor harvests. Active measures have been taken to reduce the
1963 budget deficit to a lower level, and & small surplus was realized in
the first half of the year. However, the expansion of credit to the private
sector, financed in large part by central bank rediscounts, was substantial
in the first half of 1963. During September, monetary expansion was ocon-
siderable, bringing money supply over the target of the stabilization program.
The Fund urges the Korean authorities to continue a firm budgetary policy
and to pursue a more stringent monetary policy in order to attain the
stabilization targets.
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4, The irternational payments position deteriorated markedly in 1962
and in the first half of 1963 despite a continuing large flow of U.S.
economic aid. There occurred an impressive growth of exports, but commercial
imports increased even more. After a substantial gain in 1961, foreign
exchange reserves dropped considerably both in 1682 and in the first seven
ponths of 1963. The Fund notes that the Korean authcrities are seriously
concerned about this decline and intend to stabllize the level of reserves
in the coming months. UGN ST BN e S R T
5. Restrictions on payments for imports and invicibles have been il
tightened and the restrictive system has been made more complex by the
reintroduction of the linking device and its associated regulations.and ~l..
by the expansion of barter arrangements. The Fund recommends that early
and substantlal steps be taken to 51mplify thp complex multiple rate systen.
FASNRY A v
TG In conolading the 1963 consu].tations, the Fund has no o+her mx.m;nen*“sw
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1. This form may be used in sending material for informational purposes
from the Department to posts abroad and vice versa.

This form should NOT be used to cover documents requiring action.

. The name of the person responsible for authorizing the despatch
of the material should be shown opposite the words "Despatching:
Authority". This may be done by signature, name stamp or by any
other suitable means. '

. The form should bear the security classification of the material
it covers.
“*~ 5. The colunn for "Copies" should indicate the number of copies of
each document transmitted. The space for "No. of Enclosures" should
_show the total number of copies of all documents covered by the
transmittal slip. This will facilitate checking on despatch and
receipt of mail.
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October 29 to November 411, 1963

Preparations_for the Assembly elections on November 26
are proceeding calmly. There are signs of considerable

indignation with the Americans over aid.

Assembly Elections

2. In the new National Assenbly there will be 131 seats

filled by direct election and 44 by proportional representation.
At the close of registration on November 1 847 candidates had
been nominated for the regional seats and 152 for the PR ones.
A few names have since been withdrawn. The candidates (who
have to belong to a properly registered party) are divided
between the following parties:-

Democratic Republican Party
Minjong Party

Party of the People
Liberal Democratic Party
Democratic Party
Conservative Party
Liberal Party

Right Citizens League
Chupung-hoe

Shinmin-hoe

Shinhung Party

Korea: Independent Party

| Only the first five are of any conseguence at all as parties,

but if, as seems likely, the D.R.P. do not obtain an overall
majority even the smaller groups may turn out to be important
in the Assembly.

3 It would be wronz to gay that the campaign so far has
excited no interest: there is quite a lot of interest, but

it is purely local and personal and no broad issues are being
aired, and at joint special meetings prescribed under the
electoral law attendance has been small., As in the Presidential
‘election campaign, the various opposition candidates and groups
are concentrating on the doubtful antecedents of the D.R.P. and
its leaders. There seems to be considerable dissension within
the D.R.P. and there have been a number of defectors amongst
those who failed to secure registration as candidates. A
considerable proportion of candidates, including those of the
D.R.P.; are ex-members of the former assembly.

L There is much interest in the probable composition of the
future Government, which, under the Constitution, is appointed
by the President from persons not members of the Assembly. It
is notable that Huh Chung has decided not to stand for election,
and this has given rise to suggestions, denied by the P.0.P.,

/that

CONFIDENTIAL
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that he har made a deal with ®ak Chung-hi. Lee Bum-suk, who
is also not standing, seems a more likely candidate for a
government appointment. Kim Chong-pil is standing for his
home town, Puyo, and will doubtless lead the D.R.P. in the _
Assembly. He made a long and much-criticised speech recently
to students of Seoul National University advocating "nationalist
democracy', which, he ¢ontended, would not be anti-~American,
but rejected "Yankeeism".

5. The Army has been promised a shorter call-up period and
bigger rations - a move perhaps not unconnected with the
elections.

Song Y.o=chan

6. Song Yo-chan announced on November 2 that he had =Zovuercd
his short-lived connexion with the L.D.P. and would support
Pak Chung-hi, though without taking any personal part in
politics. A week later he was released on bail. He is
still in the military hospital.

Student Plot

Zo A retired Brigadier-General of the Marine Corps, Song In-
Myong, has been arrsstzd in connexion with the 'student plot'.
He had retired about the time of the Military coup and
subsequently become a district chairman of the D.R.P.

Relations with Japan

8. Both Pak Chung-hi and the Prime Minister have indicated
that the Government are studying plans for "bona fide economic
cooperation with Japan to be put into effect before a
resumption of diplomatic relations. A senior member of the
Japanese Tishery administration is due here this week. It
seems possible that the recently concluded Japanese fishery
agreecment with China may make agreement with Korea more
difficult, in that the Koreans feel that the Japanese have
granted concessions to the Chinese which they are still refusing
to the Koreans. '

Vietnam

e The news from Vietnam has been followed with great interest
here, and the Koreans are pleased at having been asked, it
appears, for advice by General Minh. The new régime was
recognised by the Koreans on November 8.

Labour

Dispute between United States Army Xorean Employees
and the U.S. 8th Army

10. The dispute continues between the trade union of Koreans
employed in U.S., Army installations and the 8th Army here
(please see last report). Korean workers are now reporting

to work wearing tags reading: "Give us better salaries!" The
Central Labour Committee has refused to intervene in the dispute
on the grounds that no status of forces agreement has yet been
concluded between Xorea and the United States.

/Economic
CONFIDENTIAL
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Economic Affairs

Economic Indicators

11+ Exports during Octcber came to a total of U.S. $5,937,000,
some 30 per cent lower than for September. The reason was
partly the outbreak of cholera, which reduced food exports,
particularly fish, and partly a shortage of imported raw
materials.

12, The Wholesale Price Index on October 25 stood at 290.1
‘ (1955 = 100).

| 13. The Seoul Consumer Price Index on the same day was 238.8
| (1955=100). These figures showed a slight rise, after an
earlier substantial fall.
|

|

|

1964 Budget

143, The 1964 Budget has been presented to the S.C.N.R., but
returned for pruning. As proposed it involved a reduction in
expenditure by comparison with last year but a substantial
increase in indirect taxation to which the S.C.N.R. took
exception.

Rice

15 QGovernment distribution of rice was recently discontinued,
after being in operation for nine months, following the
appearance of this year's crop on the market.

A.T.D, and the Korean economy

16+ The Director of USOM returned to Korea after a three-—

- weeks stay in Wagshington. Though firmly optimistic about the
future generally, he indicated to the press at the airport that
aid next year would be less than 1t has been this yeare.
Speculation has centred on whether he has brought back with
him plans for the release of the U.S. $15 million of Support
Assistance which was granted as an extra to the original
amount for Financial Year 1963 of U.S. $75,000,000, subject to
certain conditions designed to improve and stabilize the
financial situation which the Koreans have failed to observe.
The Koreans now asscrt that the failure so far to release this
sum is a major factor in the present difficulties of the
economy and there has been a growing volume of criticism of
U.S. failure to understand Korea's eaonomic situation. The
Director of USOM declined comment on the prospects of release
and tried to point out that the sum is small in relation to
total U.S. aid to Korea this year - without much affecting the
volume of criticism. After a number of meetings with the
Prime Minister and the Chairman of the Economic Planning Board,
gnd on November 11 it was announced that $10 of the $15 million
would be released,.

17. Foreign exchange reserves have risen slightly, and the
responsible ministers declare themselves satisfied that money
supply at the end of the year will be within the ceiling of
Won 38,500 million. (It is tacitly admitted that at one point
/recently
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recently it was above this figure.) On the other hand, there
is great pressure from the Ministry of Agriculture for a sharp
increase in the Govasrnment purchasing price for rice, and any
large increase would make it difficult to keep the volume of
money down. :

Price Control

18. The Central Commodity Price Measures Committee was
established early in November, to study economic problems,
and in particular how to stop prices rising sharply. The
Committee meets daily, and comprises Ministers and Presidents
of trade associations.

British trade with North Korea

19, The subject continues to interest the local press which
has picked up a London report dealing with a contract supposed
to have been concluded between a London metals firm and North
Korea. ‘

Pusan fish market

20, The integrated fish market in Pusan opened on November 1.

It incorporates a refrigeration plant of 600 tons capacity,
freszing plant (22 tons), storage plant (300 tons), ice-making
plant, etce. Some 65,000 tons of fish a year (one-fifth of
Korea's total catch) will go through the market, which was
built at a2 cost of Won 139 million plus U.S. %250,000 A.T.D,
fundse.

Beryllium

21 The Korea Beryllium Mining Company has resumed the mining
of this mineral after a lapse of 18 years. Their mine 1is at

Toridong, Kangwon, and they hope to produce three to five tons
a monthe.

Atomic Energy

22, A mission from the International Atomic Energy Agency  left
Korea on October 31, after a ten-days visite. The mission
expressed the view that Korea would have to come, eventually,

to the use cof atomic energy for domestic power, basing its view
on the factors of limited coal resourcss, the virtual absence of

construction of hydro-slectric plants. The carliest that an
atomic power plant might be expected to be in operation in Korea
was, the mission thought, 1971 (the final year of the second
five-year coal development plan), and Dr. Krymn - the mission's
leader - said that his Agency would consider technical aid to
Korea, and would assist in making international loans available.
The mission included a British member - Mr. H.C. Armstead.

23, The Korean government is reported to have a tentative plan
for an atomic plant of generating capacity of 150,000 hep..

/Stock
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Stock Exchange

2L, Dealings on the Stock Exchange have recently become
irregular and prices have fallen, after a period of relative
steadinesses _ There has been some delay over settlements,
and uncertainty about whether "earnest-money" (i.e. a deposit
to guarantee good rfaith in futures dealings) was still being
collected, The roct cause of the difficulty was lack of ready
%ash combined with a sense of uncertainty about the economic
uture.

Korea/Japan liner service

25. The Korea Shipping Corporation(a government organisation)
has made an arrangement with two Japanese companies, Kansail
Steamship and Kyushu Yusan, for a rcgular liner service between
Korea and Japan, to start on December l. Three ships will
operate on the route; Pusan will be the terminal for Korea.
Passengers and freight will be accepted, and to a certain exten
the scheme is an experiment. No subsidy will be paid.

Distribution
Far Eastern Department 22
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. ACCORDING TO NORRED STATE DEPT KOREAN DESK OFFICER RESULTS OF

) :'RECENT KOREAN PRESIDENTIAL ELECTIONS WERE MODERATELY REASSURING

IN THAT THEY GAVE EVIDENCE OF EXISTENCE OF AN INCREASINGLY SOPHIS~ .

.:LTICATED ELECTORATE AND OF POLITICAL TRENDS AND VOTING PATTERNS {I

;‘WHICH WERE BECOMING MORE COMPLEX AND THUS MORE QIMILAR TO THOSE OE

A WESTERN DEMOCRATIC STATE NORRED MADE NO RPT. NO CLAIMS THAT SOUTH

E KOREA WAS FULLY DEAOCRATIC BUT HE EXPRESSED SOME OPTIMISM ABOUT

. 24 HE POINTED OUT THAT AS HE HAD PREDICTED IN CONVERSATION REPORTFD“"

TYIN RErTEL ELECTIONS HAD NOT RPT VOT BEEN EXTENSIVELY RIGGED BY

c REGIME ALTHOUGH HE ADMITTED THAT GEN/PAKS PARTY HAD BEEN PASSING

CI OUT FOR ELECTORAL PURPOSES (WE ARE REPORTING SEPARATELY ON FACT
I.THIS WAS PROBABLY CDN FLOUR) RELATIVE ABSENCE OF ELECTORAL RIGGING,

o WHICH HAD RESULTED IN DOWNFALL OF RHEE GROWING COMPLEXITY OF

:‘ HAD BEEN STRONG IN ALMOST ALL RURAL AREAS IN THE OLD -DAYS - PAK HAD

© DONE WELL IN SOME AREAS PARTICULARLY IN THE SOUTH BUT NOT RPT NOT

. INDICATED BY hIS SLIM MAJORITY OF 150 THOUSAND OVER S00. THOUSAND e

.:,OF THESE WERE SO LISTED BECAUSE THEY WERE CAST IN FAVOUR OF PRES-

'ELECTION DAY, IN OTHER WORDS THESE 600 THOUSAND VOTES HAD ALL

_DARE MANAGE ELECTIONS BLCAUSF OF LIKELIHOOD OF VIOLENT POPULAR
-EXPLOSION OF KIND THAT HAD OCCURRED AFTER RIGGING OF 1960 ELECTIONS'

IN OTHERS.»‘

‘IDENTIAL CANDIDATES NHO HAD WITHDRAUN FROW RACE SHORTLY BEFORE

'w: ACCORDIYG TO NORRED WAS NOT RPT NOT DUE TO ANY EXCESS OF VIRTUE

ON PART OF PAK AND HIS FOLLOWERS BUT TO FACT THEY DID NOT RPT NOT

ELECTORAL SITUATION WAS ILLUSTRATED BY FACT THAT WHEREAS RHEE -

EXTFNT OF OPPOSITION TO PAK WAS EVEN GREATER T{AN WAS
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| BEEN CAST' AGAINST e REGIME AND IN EFFECT WIPED ouT PAKS MAJORITY..

| FACT THAT HE HAD DONE POORLY AMONG. MILITARY VOTERS WAS PARTICULARLY

OiI%PORTANT AND MIGHT DISCOURAGE HIN FROM ARBITRARY RULE SINCE BOTH
HE "AND. THE POPULACE. NOW KNEW HE DID NOT RPT NOT HAVE FULL SUPPORT

'vOF ARMY, | ‘ |

4.NORRED SAID THAT PAKS DEMOCRATIC REPUBLICAN PARTY WAS EXPECTED
" T0DO_EVEN WORSE IN FORTHCOMING ASSEMBLY ELECTIONS.CLOSE STUDY -’
. oF INDIVIDUAL CONSTITUENCIES'HAD»CONVINCEDESIATE DEPT THAT NOT'RPT:13
NOT MORE THAN FORTY OUT OF 131 DIRECTLY ELECTED CANDIDATES VERE -
" LIKELY TO BE PAK FOLLOWERS: ALTHOUGH HEWOULD: OBTAIN ADDITIONAL
vvf_SEATS FROM THE OTHER PROPORTIONALLY-ELECTED CANDIDATES.
©_5.PAK WAS INCLINED.TO BE MORE SOCLALIST AND NATIONALLST-MINDED

.

THAN NOST OF THE OPPOSITION AND HIS PARTYS THEME EARLY IN CAMPAIGN
'HAD BEEN THAT OPPOSITION SOUGHT TO TOADY ‘TO' USA LATER IN CANPAICN
._HIS LINE HAD CHANGED BECAUSE OF EFFECTIVENESS OF OPPOSITIONS o
.COUNT RATTACK THAT . HIS REGIME POLICY HAD NORSFNED KOREAN USA REL~‘
“ATIONS LED -TO. SLOWDONN IN-USA AID ETC HE HAD THEREFORE SOUGHT TO

SHOW HOW WELL HE WAS GETTING ALONG WITH USA. HIS LEADING SUPPORTFR
KIM CHONG PIL HAD SPENT A WHOLE MONTH IN Usa BEGINNING MID SEP-

» :IN EFFORT TO OBTAIN INTERVIEN WITH LEADING USA OFFICIALS WHICH ,
b‘n _COULD BE USED TO SHOW THAT KIM ENJOYED USA FAVOUR HE HELD NO RPT “
.';iNO OFFICIAL POSITION HOWEVER AND NO RPT NO USA OFFICIAL HAD . SEEN

IHIM HE UAS NOW RUNNING IN ASSEMBLY ELECTIONS BUT HIS. CANDIDATURE

© UAS BEING USED AS CAUPAIGN ISSUE BY OPPOSITION AND HE MIGHT EVEN
(IEZIBE DEFEATED. . ; | N

" " 6.NORRED QUALIFIED HIS REMARKS ABOUT STRENGTH OF OPPOSITION BY
*'. "POINTING' OUT THAT PRESENT KOREAN CONSTITUTION ALTHOUGH MODELLED ‘
I'-PARTLY ON THAT OF usA GAVE MORE EXTENSIVE POVERS, TO EXECUTIVE.
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To: Members of the Executive Board
From: The Secretary

Subject: Korea - 1963 Article XIV Consultations

Attached is a supplement to the staff report on the 1963
Article XIV consultations with Korea, together with revised recommenda-
tions. This subject has been tentatively scheduled for Board discussion
on Friday, November 15.

Att: (1)

Other Distribution:
Depertment Heads
Division Chief's
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Pfepared by the Asian Department and
the Exchange Restrictions Department

.

Approved by D.S. Savkar and F.A.G. Keesing

November 6, 1963

The following 1nformat10n on recent economic developments has become

available since the issuance of the staff report on the 1963 Consultatlons
with Korea (SM/63/97)

1. Financial Stabilization Program

Following a steady decline in April-July, money supply resumed a
rising trend in August and its expansion accelerated in September. Foreign
exchange reserves remained relatively stable in August and in September,
in contrast to a sharp decline in previous months. The tendency toward a

budget cash surplus and private credit expansion continued in July-August,
as in the first half of 1963.

Money supply increased by 3 per cent during August, to 36.1 billion
won. The latter figure represents a decline of 2 per cent for the first
eight months of the year. The money supply ceiling for the end of 1963
undéer the financial stabilization program is 38.5 billion won. The
principal factors affecting contraction of money supply in the first
~ eight months of 1963 were a reduction of net foreign assets, an increase
in time and savings deposits, and a surplus of government cash trans-
actions. These contractionary factors more than offset the substantial
expansion of bank credit to the private sector and a reduction in net un-
classified liabilities:. The private credit expansion in 1963 was almost .
entirely attributed to loans of the specialized banking institutions,
vwhereas the expansion of private credit in the corresponding period of
1962 had resulted mainly from operations of the commercial banks. According
to preliminary data just received, money supply increased by 12 per cent
during September to 40.5 billion won; 5 per cent more than the target under
the stabilization program. Details regarding factors affecting thls
increase during September are not available.
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2. First Supplementsry Budge&

The first supplementary budget adopted in August 1963 anticipated a
congolidated budget deficit of 2.8 billion won, compared with the deficit
of 1.2 billion won in the April budget implementation program ard that
or 5.7 biliion won in the original approved budget for fiscal year 1963
(see Table 1, end for further details, SM/63/97, Part II, p. 20 and p. 23).
The components of financing the consolidated deficit in the supplementary
budget remain unchanged from the April program, except that cash balances
show a decline of 0.2 billion won in contrast to an increase of 1.4
biilion won in the April program.

The Korean authorities ha&e recently estimated the expansionary
impact of over-all fiscal operations on money supply to be 2.0 billion
won in 1963, compared with 0.k billion won under the April progrem and
5.3 billion won under the originally approved budget. The recent estimate
is based on the supplementary budget and takes account of the following:
expansionary factors of 2.8 billion won (consolidated budget deficit) and
of 2.4 billion won (carry-over receipts to be spent in 1963); and non-
inflationary factors of 2.2 bi}lion won (foreign borrowings), 0.6 billion
won (sales of bonds to nonbanking institutions), and 0.k billion won
(capital subscription to international agencies and others).

I

3. Prices and Production L

After a sharp rise in July and & further increase in August 1963,
the indices of both consumer and wholesale prices declined slightly in
September, and the downward movements appear to have continued in the
early weeks of Cctober, reflecting a marked seasonal decline in the price
of foodgrains. The lower foodgrain prices resulted chiefly from the
shipment of newly harvested rice to the market and from the expected
good current rice crop, which is estimated to be about 20 per cent
larger than the 1962 harvest. JHowever, prices of nongrain commodities
continued to show an upward trend in September.

1

The revised index of consdmer prices}/shows a rise of 28 per cent in
January-September 1963 compared with 14 per cent in the corresponding
period of 1962; the increase in 1963 reflected a rise of 60 per cent in

1/ The index of consumer prices was revised in September 1963 to include
a weighted portion of government-rationed foodgrains in the foodgrain com-
ponent of the index. Prior to 'this change, the index of the grain com-
ponent of consumer prices was Based solely on free market prices, thereby
. disregarding the effect of government-rationed foodgrains (which became
inereasingly important beginniﬁg in February 1963) on consumer expendi-
tures. During August when foodgrain prices reached a record high, the
free market retail prices of fdodgrains were about 250 per cent higher
than those of government-rationed foodgrains.

!
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~ Table 1. Summary Budget, Fiscal Years 1960-1963

(In billions of won)

Actual FY Approved FY 1963 .
: Firsv
1960 1961 1962 Original Revised = Supple-
l/ ment g/
I. General Budget
Expenditures | '
Ordinary 19.7 22,2 37.6 33.6 33.5 31.2
Defense 1L.7 16.6 20.5 21.3 21.2 21.L
Financed with domes~ '
tic revenue (9.L)  (--) (5.5) (6.3) (6.2) (6.4)
Financed with
counterpart funds (5.7) (16.6) (15.0) (15.0) (15.0) (15.0)
Economic development 17.0 . 23.9 23.Lh 20,0 20.3
Financed with )
counterpart funds ) 4 o - (6.3) (12.9)  (10.7) (10.7) (9.9)
Financed with all ) *
other funds ) (10.7) (1L.0)  (12.7) (9.3) (10.5)
Total : 113 EERG 82.0 78.3 0.7 72.9
Receipts ' B
Taxes o 2h.6 21.3 28,2 28.1 30,9 31.6
Monopoly profits 2.3 2.6 L.0 L.3 L.3 L.6
Other revenue 2.0 L.6 13.L 15.8 13.6 10.8 ‘
Total revenue 28.9 28.5 L5.6 L8.2 L8.7 L7.0
Counterpart fund ’ |
collections 13,6 22.3 28,7 27.1 27.1 25.8 |
Total h205 50;8 7&03 73-3 7 -9 72-8 |
Surplus or Deficit : ‘ i
) 1.2 ~5.0 -1.7 -3.0 1.2 -0.1 |
II. Other Special Accounts
~Surplus or Deficit (=) 1.8 -0.5 -2.5 -2.7 =24 =2.7.
ITTI, Consolidated Surplus or
Deficit (-) 3.0 -5.5  =10.2 -5.7 -1.2 -2.8
IV. Finance of Consolidated
Surplus or Deficit
Use of cash balance -1.6 -2.3)
Use of counterpart ) 0.1 0.2 -1.5L 0.2
fund balance -1.L 1.6 ) |
Increase in overdrafts -0.6 3.3 5.9 - —_— - |
Net sales of bonds 0.6 2.9 . L0 3.2 0.l 0.l |
Borrowing from abroad —- 0.1 0.2 2.2 2.2 2.2 |
Total -3.0 5.5 10,2 9% 1.2 2.8 |

Source: Data provided by Korean authorities.

l/.Adjusted data according to the budget implementation program approved in April
under the financial stabilization program for 1963.

g/ Approved by the Supreme Council for National Reconstruction on August 12, 1963.

’
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the foodgrain component and of 17 per cent in the nongrain component of
the index. The index of wholesale prices shows. an increase of 38 per
cent in January-September 1963 compared with 16 per cent in the same
period of 1962; in 1963, the foodgrain component rose by 98 per cent and
the nongrain component by 19 per cent.

k. Foreign Trade and Exchange Reserves

Merchandise exports (f.o.b.) amounted to $64 million in January-
September 1963, compared with an annual target of $81 million for 1963
and $35 million of exports in the corresponding period of 1962. Imports
(c.i.f.) amounted to $325 million in Januery-September 1963 compared with
$302 million in the same period of 1962, resulting in a trade deficit of
$261 million in the 1963 period compared with $267 million a year earlier.
Total imports in the 1963 period included $185 million financed with Korean
foreign exchange (KFX) and $140 million with aid funds, while in the same
period of 1962, KFX imports amounted to $141 million and aid-financed
imports, $161 million. Exchange earnings from sales of goods and services,
including sales of local currency to UN forces, totaled $4#6 million in -
‘Janvary-September 1963 compared with $63 million in the same period of
1962 and an annual target of $75 million for 1963. .

Mainly because commercial imports increased far more than did exchange
earnings, gross gold and foreign exchange holdings of the Bank of Korea
declined by $60 million in the first nine months of 1963 to $107 million
at the end of September, compared with a reduction of $23 million in the
same period of 1962. However, after a marked steady decline in January-
July 1963, the exchange reserves remained relatively stable during August-
September, resulting mainly from stricter import restrictions‘and_adgreater'
use of usance facilities for financing commercial imports after July..

5. Restrictive System

A few changes in the restrictive system were made in August and
September 1963. The linking system was partially relaxed in August by
permitting additional imports of raw materials to be used for re-export
and for supplies to UN forces within the amount of export earnings expected
in the remaining months of 1963, provided that such earnings are received
by the end of 1963.. Previously, total commercial imports were limited to
the actual exchange earnings from exports.

The Ministry of Commerce and Industry announced in September certain

revisions of the import program for the second.half of 1963. Under these
changes, $10 million of imports scheduled to be paid on an L/C basis in
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the second half of 1963 were shifted to payment on a D/A or a usance L/C
basis with a minimum period of deferred payment of 18 months and more

than two installments. This arrangement was designed primarily to enable
importation of essential commodities needed for currently prograrmed
economic activities despite a shortfall of certain exchange earnings that
were expected in the latter part of 1963, and to alleviate further Pressures
on exchange reserve holdings in 1963 and 196k.

Also, beginning in September, certain imports, mainly end-user com-
modities and some essential goods, were permitted under the automatic
approval procedure whereas all commercial imports had been subjected to
prior licensing beginning in August 1963. However, imports of these com~
modities on a D/A basis continue to require licenses.

Finally, the export subsidy scheme was adjusted in September. The
revision considerably raised the subsidy rates applied to earnings from
practically all bonded workshop and processed exports, while those applied
-to earnings from ordinary exports remained unchanged. .

6. Recommendations
In view of the new information received, two changes are required in
the Recommendations. The second sentence in Paragraph 2 of the Recommen-
dations would be revised to read:
A further decline in the 1963 summer grain harvest
contributed to a serious foodgrain shortage and high
grain prices but the situation is being relieved by

a good fall rice crop.

Also, the following would be inserted as the penultimate sentence of
Paragraph 3:

During September, monetary expension was considerable,
threatening the stabilization program.

The revised recommendations would then read as follows:
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Revised Recommendations

The féllowing draft decision is submitted for the consideration of
the Executive Board: |

1. The CGovernment of Korea has consulted the Fund under Article XIV,
Section lj, of the Fund Agreement concerning the further retention of its
transitional arrangements,

2. The rate of growth of GNP in real terms was smaller in 1962 than
in 1961, largely because of poor agricultural harvests owing £o unfa#érable
weather, A further decline in the 1963 summer grain harvest contributed..
to a serious foodgrain shortage and high grain prices but the situétion is
being relieved by a good fall rice crop. Output of industrial products
increased markedly in 1962 and the expansion continued in the first half
of 1963, The Five-Year Economic Development Plan is in the process of.
dowvnward adjustment.

3. Inflationary pressures increased in 1962 and gfew further in 1963,
A financial stabilization program for 1963 is being implemented with a view
to restoring monetary stability. The Fund welcomes this action by the
Korean authorities, Although the rate of increase in money supply sloWed
down noticeably during 1962, the rate of increase in wholesale prices was
about the same in 1962 as in 1961, Money supply declined in the first half
of 1963, chiefly because of a large drop in exchange reserves.and a con-
siderable growth in time and savings deposits., However, prices rose at
an accelerated rate, owing in part to activation of earlier excess liquidity
end to the poor harvests. Active measures have been taken to reduce the
1963 budget deficit to a lower level, and a small surplus was realized in

the first half of the year. However, the expansion of credit to the private
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sector, financed in lérge part by central bank rediscounts, was substantial

in the first half of 1963. During September, monetary expansion was con-

siderable, threatening the stabilization program., The Fund urges the

Korean authorities to continue a firm budgetary policy and to pursue a

more stringent monetary policy in order to attain the stabilization targets.
L. The international payments position deteriorated markedly in 1962

and in the first half of 1963 despite a cortinuing large.flow of U.S.

economic aid, There occurred an impressive growth of exports, but commercial

imports increased even more, After a substantial gain in 1961, foreign

exchange reserves dropped considerably both in 1962 and in the first seven

months of 1963, The Fund notes that the Korean authorities are seriously

concerned about this decline and intend to stabilize the level of reserves
in the coming months,

5. Restrictions on payments for imports and invisibles have been
tightened and the restrictive system has been made more complex by the
reintroduction of the linking device and its associated regulations and
by the expansion of barter arrangements, The Fund recommends that early
and substantial steps be taken to simplify the complex multiple rate system.

6, In concluding the 1963 Consultations, the Fund has no other comments

to make on the transitional arrangements maintained by Korea.
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