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With the hope that :lt uill be of assistanee to you in your | .
 meeting with Mr.. Hoover and Mr. Bollistar, thoro £ellm such uﬂar- e

| mtion as. I hau been able te obtain as o tho briefing thoy \1111 )
recoiva fm Anoﬂ.ean offisials in B’.om :I.n preparation Ior th@ con— ‘
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; ferenee ws.th you. It iadieatos tha.tit na.y be qn:!.te ditfienlt to
obta:ln agrmnt on. the thaorias and plans ndvoea‘ccd in tho aganﬂa; o
R B Amrican eemnim;s balievc thet »the Iorean plan for t.he
use of §161,000,000 (58%) of fiscal year-1956 aid fusds from the U.S..
.f@r co-called caps.tal, investnom; wﬂl not mrk beemmo the Komm :
G@vemm is mblc to obtt.in mnengh M to pagnter the lacal labor,vi; 13
L mgwms, otc.,, msasazy tc utili:« the aid éollara providcd ror ’
L “pnu nmmum uﬁ&hwt r,osortd.ng to the practice of rmmin; the
B : printing pmsa am dobum the eurroaey. Amar.tcm economists eay
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= th‘“ enly 33-1:'“ ,09@ shohlcl bs md for invoavtnont ae that an addit- R
i ienal m,eoo,ooo ean bedapem £or thiuzs th& Kc:m %vcmtnt cm R
sell. tsr Bma, thus adding a;fw billien to Govamaw inem. Iho ?..-j;: ,

o ;v"’bast ny to averem this argment would appoar te bo to obtun Anar-

: kiﬁiam agr«ama& to auwnt ths Karem gcwmam;?s ineom with Bi.roet
T ‘[Forcec Suppoz*& ami mplua asricultuml eomaditias, aa propoaed i.m

| Gwament caa dnnlap am adoqmo Knan ineom uithom uaing thc yria-:}f‘

' Tha ﬁmxzim lav mmiahing she dallars ter tho mgran to

Ca m:mrt mpm asﬁ.calmml ymdma prwiéea thmb thoy nay bo und. l

‘ enly to ﬁnanco shipaents mmr and abon the narm.l pnrchases of the
reeeivimg eamzy. me xamn ph.n, providea :Eu' a0: pu.rchaaos o.'. L
- V:&merican agricultml px'odncts uiaila obtain:tng $67,000, wort.h of b
»them aa a giﬁ; It wilL pmbahly oe msmlt to ew;l.nao nr.Halli.sm

: sl 70 ﬂ.l zm cot.ton ahanld bn on a. gii‘t baais, in the c&u or wheat &
o m Mrlﬁm or rieo 1 dasired, m nhaalu not be 20 ditncuzs. )
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Despite the Aneriean legal restrictions thers is ccnsiderable 1at-
itude for adninistrativo ‘decision. greatliy tavoring tom

3, The present thinking of the U.S. mlitaty 48" mrstood to-
be that nono of the Dircet Forces Snpport funds wﬂil be nsed tc cmr

. items in the Ropublie et Korea. nﬂ.itary bndget, tha.t 15, that this
noney will not be usod to decrease the deficit spending that tho Koroan
‘Goverhnent has planned. for ﬁ.scal year 1956. Emver, there is somo
indication that a roquest for $10 ,000 000 te roucva the Koroan bmet

would bc eonsiderod The plan. eontenp].ated in the . agenda relies on B

r ‘“1"138 350:009 000 in bndgetary assistance. It is snggeated thaf. *
peeial effort be nade to obtain the necessary change ;m Amesiean e
poliey ’ °t’h°m”! drastic changes :Ln ‘the presont ocenonic plan wm e
~ be required to prevent. a rosmption uf inflation. - L
) ke The mnd& plan also. contemplates that, of tha tosal Direct

Forces Snppert progran, 350,000 000 vill be spent in Korea to buy

suvplies and eqnipnmt for Korea.n nilitary forces. rm3 w:[ll be only_« }
| "in pa.rt the _same. as the #50,000,000 intended for nilitary budgct s
- lior, and the ﬁ.gures in thx.c ana the precoding pmph are the sm

,c.mly by. accidant. Tho Amaﬁ.can poaition is tha.t prices m so hizh | |
, in B Korea at. tho stw/ﬂ rate that am ”o:tfshers procurenent" progm
in Kom is iaposs:lhle. However, in ny apinion the $50,000 000

ofi‘shore proenrenent progru ean be realizad if the mnistxios of

?inance and Comereﬁ mke vigomna and. pronpt affm: to assiat ia

deve&cping Koman i.ndmuos capabls .Aof pz-educing itens ot valne to

: .‘}‘:kthe military Qm:abli«shnsnt, and tha policiue ef thc Gavemant m

o .-gmvised 8o that iaflation does not. wreck the price structure. mng -

‘ | ;the stopa .they shonla takc x.re ta; mnting proancers .u.beul, bv.t
gllcleaaly zmpemwa, creait, 1h) pemtung t-hosa \ﬂm oarn m.recf.

- | Forecs Support aou.u'e to mpoxt mforentm (high proﬁu) :h;m, |

: rAxﬂuaJ tanng dmatie acr.:!.on against any Govemcm otﬁc:l.ala ar otharo f; o

wha hamss or dolay conpam.as that recain com:mcts unaor the

- -uimet Forees Snpport promn. It is cuggested that strong reprcsen-}jf_'f :

I .wt.iens be mma to Mr. Eoover anu ur, Hollizter as to Kom's r:lah |

am ability to prouuce umary supplies am sqnim az msom.ble 2
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While the %offshore procuresent” program is of 1up§rtaneo te
the lorean_econély, it is even more inportant to Xorean military
strength and independence and, hence, is a matter deserving high

priority.

5. Although the idea of a $50,000,000 loan (or stand-by ecredit)
to be used for currency stabilization has hot been comsidered by the .
Alericans; obtaining'it is mot believed inposﬁiblg.’ ?ho matter hinges
chiefly on confidence in the Korean Government's ability to.nnnago its
financial aftairs properly. 'I am informed that this confidenece is
at rather a low ebb at tie present time. However, I believe cenfid-
ence cen be restored if the Xorean Government presents a logieal,
carefully conceived plan and follows it closely,

6., One question that Mr. Hoover and Mr. Hollister may rniso is
the Korean policy toward business with Japam. %hey will probably
sympathisze with the Korean position so far as the use of Korean momey
is concermed, but will not agree to a clear-cut boycott of Japan whem
purchases are financed with American money. However, in the eaci of
machinery ana other nanufaetnred.goodu, they mayy not object to Korea's
giving prefersnce to American ana Suropean sources on the theory that
the quality of the Japanese products is usually inferior, repair parts
for Japanese machines are frequently ovor-priced, and it is impessible
for.dapanoso experts to come to Korea to service machinery purchased
from them.

7. A weakness in the plan reflected by the agenda is that it
shows no economic develpment financed with Eorean foreigm exchange
{I was unable to obtain information on this) or by private American
investors. It is suggested that these two tepics be aveided if possibdle.
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Harold Wendell Lady




