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THE WHITE HOUSE 

WASHINGTON 

SECRET June 9, 196 

MEMORANDUM FOR THE SECRETARY OF STATE 
THE SECRETARY OF DEFENSE 

SUBJECT: NSAM 298 on US Forces in Korea • 

Confirming our oral understanding,_ the President 
has agreed to hold in abayance the exercise called for 
by NSAM 298. Therefore, no formal reply is neces­
sary at this time. I suggest, however, that we circu­
late the draft response which has been prepared, so 
that it can be available for study. 
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McGeor ge Bundy 
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DEPUTY UNDER SECRETARY OF STATE 

WASHINGTON 

Jun 6JJ19~~ 

~~(.,V 
Jo, I/rt,} C 

')'Y'(, GV'\' 

MFMORANDUMFOR THE HC>lORABL~EORGE BUNDY 

SUBJECT: NSA~ 298 - US Forces in Korea 

It is my understanding that Secretary of Defense McNam~ra 
has discussed with you holding in abeyance response to the fore• 
going NSA~. Secretary Rusk also feels that this is not an 
opportune time to seek to deal with the subject. Therefore, 
although the staff work for the two Secretaries has been com­
pleted a formal reply will not go fo-rward at this time. 

In order to clear the record I sugg~st that if you cone• r 
with the foregoing that you will desire to issue a new NS~1 or 
an amendment indefinitely postponing the request for a response 
to NS#-! 298. 

ti!
u. Alexis Jo 
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__BUNDY-SMITHC0Wifi?F z!f&,'NO FOREIGNDISSEM.- -:itLE'!IAHJ;\iR 
_BATOR 

DEPARTMENT OF TATE _BELK 
· ___BRUBECK

THE DJRECTOI. OF INTELLIGENCE AN'> R,'""1111p1Jo:;~ 
__ CHASE 
--~Q~ RESTAL 

elligen<:=_J~ p . 
To The Secretary J S 1n __ JOHNSQN
Through: i.::i6!__KEENY
From ~~ - Thomas L. Hughes 'fi:4 __ KLEIN 

KOMER
Subject: South Korean Crisis Eased But Still Critical _J\100,JY \ 

_REE'JY 
D RSIn an attempt to preserve order in the :face of anti-governmem~.t U ]fl 
an M. Y.demonstrations President Pak Chong-hui has enforced martial law in ~b 

accepted the resignation of Kim Chong-p'il, the chairman of the go· zrnment 

party and the chief·target of public criticism. All schools have been closed 

and the government apparently plans to keep the universities closed until 

September. On June 4 there were :....rge and in some cases violent demonstrations 

in other major South Korean cities, but sizeable military units employed vigorous 

measures to keep Seoul quiet. On June 5 demonstrations continued outside 

Seoul, but apparently on a declining scale. tt appears that the measures which 

the government has now taken will enable it to control the situatiorr for the 

next few days. 

Effect On Korean Politics. Kim's removal could temporarily blunt the anti­

government temper of students, but is not in itself sufficient to insure their 

respect for authority when martial law is lifted. Pressure for further reforms 

and concessions by the government seer~likely to L~ntinue. Also, even if Kim 

is again forced into exile as he was in 1963, he will 1~obably still struggle 
' 

to maintain the political machine which is sometimes termed the Pak-Kim axis. 
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The new situation thus remains one in which an overthrow of t~e government, 

perhaps by military officers disenchanted with the Pak regime in collusion 

with some civilian politicians, remains a significant threat. 

Where Does The Opposition Stand, The origina} rallies in protest over 

the Government's "humiliating diplomacy'' toward Ja1~n were organized by a 

struggle committee of opposition parties. When st~dents took up protest 

demonstrations there was evidence that they were being L_1couraged by opposition 

party leaders. Although financial backing of student leaders at Seoul National 

University by the leading opposition party was. reported recently, the extent 

and intensity of student participation indicate a dislike of the government 

going beyond the expectation of monetary reward. Opposition parties, of course, 

wish to see the government resign and call for new elections. There is little 

evidence available to date, however, to show that they are making serious pre­

parations for such a contingency. 

International Effects. Kim has not played an active part in the currently 

stagnant Japan-Korean normalization talks since March. However, with Kim and 

the Japanese conservative politician Bamboku Ono, who died last weekend, removed 

as the two most active proponents for a settlement and increased uncertainty as 

to the stability of the Pak government, prospects for renewed progress have been 

further reduced. 

There have been some anti-American overtones in the student demonstrations. 

Demonstrators have attacked the United States for its efforts to bring about 

normalization with Japan. A small group of leftist students are probably 
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responsible for slogans decrying "comprador capitalists," apparently a term 

for Korean businessmen with ties to the United States or Japan, and other 

slogans have ~mphasized the government's ties with the United States. However, 

leftist influence and anti-American sentiment do not seem to be major factors 

at this time. 

CQi.f iDEiu!tt/NO FOREIGN DISSEM 
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1 June 1964 

MEMORANDUM FOR MR. KOMER 
/ 

Attached is JCS document JCSM 458-64 , dated 

30 May 1964 , which may be of interest to you. As Mr. Bundy 

directed o 19 November, please read this document for "back­

ground only,'' in the sense in which the press understands that 

term. Any compromise of source could dry up this potentially 

useful channel of information overnight. 
387 

Please return the attached document to Smith, Room :i:il»:A 

EOB, in a sealed envelope, not later than __ 8.....,Ju_n_e_l9_6_4 _.... _____ 

SMITH 

Attachment 
a/s 

JU1J1 l...54 



27 May 1964 

MEMORANDUM FOR MR. KOMER 

Attached ia JCS document JCSM 440-64 , dated 

22 May 64 , which may be of interest to you. As Mr. Bundy 

directed on 19 November, please read this document for "back­

ground only," in the sense in which the pre•• understands that 

term. Any compromise of source could dry up thie potentially 

useful channel of information overnight. 
387 · 

Please return the attached document to Smith, Roorfi ~ 

EOB, in a. sealed envelope, not later than 2 June 1964 

W. Y. SMITH 

Attachment 
a/s 

' 

"-,•1AY2 7 1BS4 



Ar.:. 

_·-.:,,STATE 3t 
- .. .. : .. o.c. -

DEPARTMENT OF STATE 
WASHINGTON 

SECRDI?-
May15, 1964 

MAY 1 81964 

~1,«7350 ME~IO?.AlmUM BUNDIFC.1 HR. McGEORGE 
THE w1IITE iiOUSE 

~ 
~-

Subject: Draft Statanent by the President Whon U.S. Helicotite 
Personnel Are Released by the North Korean:, • 

The Commander-in-Chief United nations Cowma.nd has reported. 
(telecram UK 603.55} that the t'WO U.S. helicopter personnel held 
unjustifiably by the North Koren.ns are to be released in Pan..111unjom 
at 10:00 p.m. Washington tine tonight. 

Attached is a draft statement, concurred in by the Depart..~ent 
of 'Defense, for release in the naroo of the President. Sinca the 
North Koreans have de::ianded that North .:ind South Korean news rep­
resentatives be present, there is no way to delay press knouledge 
of the release. They '!UY make use of purported confessions broad­
cast February 18. CIHCu1IChas been requested to inform U!3 by 
FLASHmessage when the men actually have been released, so that 
the statement here could be issued promptly. 

Also attached is a background briefing for use by your press 
officers. 

Senators Douclas, Hart, and Sparkman have follo,;-red this case 
cloeely. The first two -note Secretary Rusk very recently, asking 
for ~o~e intensive action on the c~se, and the Acting Secretary 
asked them to hold up any public statements for a time, in tho 
hope that a release llipit be obtained around the time of the first 
anru. versary of their detention, r!ay 17. We understand Senator 
Sparkman did. not join with the others because he did not wish to 
criticize the Departllent:J of State and Dei',mse. The Senc.tors have 
been informed. of the present developments and asked not to make 
any public statements until the release of the men has been effected. 

Isl BHR 

Benjamin H. Read 
Executive Secretary 

Attachments2 

Dr.:i.ft :Jtateme:1t by the President 
13.:lckground information 
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I have boen Wonned by the Unitcd l!ati.ons C~ in Sooul 

that Captain Carleton 1-1. Voltz of Fro.nki'ort, Michigan, and Captain 

3e.'1 ~·I. Stutts or Florence• ..Uaba.'":la, who had been dotm.ned unju...<>ti­

fi.i.bly b~ the North Koreans since Hay 17, l96J, '\:..-erereleasod by 

Pa."l..":!U."ljo:iat ____ Korco.n timo (_____ EDT). \:e havo 

made ::;rea.t errorts to obt:tln their rel.ease, and have had the help 

- for v.'hich we aro grateful - ot hu.-:ianitari.an orr;a."lizations and 

a nu;nbar ot other countrioo. I az:i sure Ye all :mare the joy or 

their families at the news of their release. The men mll be in 

touch With their frunilies as soon an possible. 

' 

• ' 

PRESiRVATIONCOPy_..... 
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3t b-
If queried uhether they were guilty of military a::ipion2v,e1 

The facts of tha csse are well known. The helicopter did cross 

into North Korean territory; we have stated many time::, in the Hilitary 

Ar::1istice Corr.missionmeetings that the crossing was inadvertent. The 

rucn wo1·0 in unii'orm., were perfonning the military mission ·of checking 

aircraft warning markers south o°tthe Demiliuirized Zone1 and had no 

weapons or cameras in their possession. It is preposterous to allege 

they were engnged in mill tary espionage. We have o.ften heard such 

allegations in tho past :rrom the lforth Koreans. 

PRESERVATIONCOPY 
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Ca-atain Ben W. Stutts, OS.A, of Floranco, Alabar.-.a, and C.::.ptain 
C=,r!.ctcn l-l. Voltz, U.'.JA,of Fr2..'1kfortt HichiS;JJ1, uere pilot and 
p=,,ssc:13er respecthrely of a United No.tions Commandhelicopter that 
Lmdc.i !fay 17, 1963, just insido north Korea.n territory after be­
inb fired on. They -;.;ere on a routir.o military mission chedcine 
aircr.'.lft l,.-J.rnin5 ::1o.rkc:i:-s when they crossed the DG!?lilito.rizcd Zone, 
ue believe inadvertently, and flew ov0r !forth Korea.n territory. 
Upo:-i landing, the officors were observed stepping cut of their 
hclico-ptor J.nd being led a~iay to nearby trucks by North Korc~l 
soldiers. 

On the c:L:l~rth0"1J -were t:llcen into custody t and in ten subsequent 
r.Jeetinr;e of tho ~1lilib.rJ Ar:!lirrtice Co:n.":lission at ?an::nunjor.i, the 
United !::itions Co:r.::-.anddo::innd;;d the re.lea~e of the tion and the 
helicopter. Dcspi te our c:<;pro::.sicn of rc;rcts at the intr-ision 
and assura.11ces that rnen::mres -would be taken to prevent recurrence, 
the !!orth Koro::ins at these EAC meetin:3s uould state only that tho 
officers -~:erein their custod~r, in nor:,.:u condition, and th.::l.t it 
.,;as for the !forth Koreans to decide what li.-ould bo done iw"ith the men. 

In addition to these meetings, the assistance of interaationa.l 
hum~m.tarian or~anizatio~s was sought to obtain additiontl informa­
tion en thG welfare of the men and to arranE;e for the q:tch,'..ln£J:3of 
mail between the officers a."'ld their fr...r.iilics. After ma.."'lymonths 
of effort, uo were told indirectly that lettm-3 fron tho far.ti.lies 
had been delivered to the officers,. but we \cJill have to auait con­
firmation of this report from the men the:nselves. 

In a.ddi tion, t:c have had the assista.."1ce of a number of coun­
tries in seeking a.dditiontl infornation on tho office.rs and in 
exerting im'1.ucnce or pi•essure whenever possible. We also made 
a special report to the l.frI General Asse:;ibly la.st Decei:lber on North 
Korea's unjustified. detention of the men. 

We c-~ only speculate as to why the !forth Korrono .:ire no';;! re­
le.2sing tho i::ien. One y~r less one day has passed since the oen 
were ta.lc~n into custody and the North Koreans may h~ve decided to 
maka a gesture at this tir:1c. As far as we know,rna.,,r:onar-.:.1.mous the 
men were never sentencedt although pu..-r-;,orted confessions were 
broadcast on February 18, 1964. Tho Horth Koreans h~ve never re­
vealed their intentions in continuing to hold them for this perl.od 
or tiln.o. There was no ~ 12!2 !llli2.m-~ ~cment. 

Two known incidents of this n:1.ture h:2.vc occurred since the 
1953 Arm.sties Agreement i."~ s~91cd.. The first occurred in 1954 
whon 3. :-!a.rine Corps Colonel landed .in L-19 by accident at a North 
Ko:-.:.___-iairport; he was held f o-r about eicht months be.fora being 

PRESERVATIOOOPY 
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rele:lscd unhn.med alon~ with a U.S. soldier who had been wou.11.ded 
i."l a r'J.na field alone the Demilitarized Zone. A more recent in­
cident occ--1.1ITcdin 1958 11,'henen Air Force pilot was shot do·wnover 
.'!orth Xore.m territory after becominb disoriented. He was rel.eased 
unha~ed eleven days later. 

FYI: North !oreJ. continues to hold three Anerica.'l soldiers 
who dci'ected \Ji.thin the last two years. There are no other know 
~eric.ms i."l !forth Korean custody. 

PRESERV~TIONCOPY 



This document consisttof .. __./..~g~ ►---. 
N-0._~. of .. /.~. C-::~·,-~v,·.:1 ____ , 

To : s/s - Mies Moor 

FROM. f F' .. Marshall Or.Gen 

SUBJECT: St.udy ot Possible Redeployment of u.s. Divuq.on 
nQW Stationed in Korea 

Attnehed for running off and distribution as appropriate are 
stencils o.f a proposed response by the S.eoretary to NS.AM298 on 
the above subject. The paper has been prepared. 1n cooperation 
with Defense, AID; o/ , and E.working l.e\'Ql$, but one, or two 
pare.graphs of the bas.;lc study Nrunin unagr ed with the .AIDworking 
le'Vel. Mr. Bundy b.ae not yet. r:ovi.ew~ tho pa.per. I unde:ratand 
t.hat copies will be prcvided DQ!ense, A;rD, o/PM , d'E and others 
concerned for top-level approval prior to the paper's sutmission 

1to the eer:atary. A earbon copy ie being provided. Mr. Komer at 
/ the 1 hi to House today. • 

Also attached is a draft. copy of a st.atr study under cover of 
whi.cb h". Bundy will forward the proposed Merao:i"and.umi'or the 
Prc,sldent to the Secretary as soon as h& (. • BW'ldy) has l'>eGn 
hle to raview it and '111 noo ssary concurrences have been secured. 

FEz :RAFe(l?'ey/pmh
5/22/64 

~ 

AY 2 3 
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https://r:ovi.ew
https://Divuq.on


S£eREr 

TO I The Secretary 

THR0OOHt S/S 

FROM i FE - Willimn P. Bundy 

SUBJECT: Study or Possible Redeployment or U.S. Division nm, Stationed 
1n Korea 

DilSCussion 

In NSAM298 (Tab B) you were asked by the President to "coordinate 

a joint State-AID-Defense study.which will enable me to weigh and resolve 

the choices racing us with respect to the possible redeployment of one 

or the u.s. Divisions now stationed in Korea." The requeated study, 

approved by Secretary McNamara and Administrator Bell and baaed on the 

similar study prepared last January, is at Tab A, covered by a summary 

memorandUl!lfrom you to the President. 

Recommendation 

That, you sign the ~lemorandumFor the President at Tab A. 

Concurrences1 

0/PM -
E .. 

FEiEA:RAFearey/pmh 5/22/64
FE: M. Green 

AY 3 



May 14, 1964 

Mr. Komer: 

The attached paper, drawn up 
by State, Defense and AID last January, 
is provided pursuant to Mro Bundy's 
conversation with Mr. Bator. We are 
proceeding with preparation of the 
paper called for by NSAM298, using this 
paper as the foundation. 

MAY 14 
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SUBJECT: US and ROK Force Reductions in Korea 

1. This memorandum sets forth the views of the 

Departments of State and Defense as to the im~lica­

tions for US national security of effecting reductions 

in ROK forces and a withdrawal of the major portion of 

one US division from Korea. The detailed analyses are 

at Attachment A. 

2. We are agreed as to the desirability of a 

proposal to the Korean Government for reduction in 

ROK forces of 70,000 to counnence. within the next few 

months and to take place over a 24 month period. We-
believe that such a reduction: 

a. Will be politically manageable. There will 

be some political resistance from the Korean Government 

but not substantial .. 

.......-----b-;--wtll- have some economic benefits. We 

believe that over the long run the reduction of the 

ROK military establishment will be desirable from an 

economic point of view, especially if freed ROK military 

budget resources can be effectively channeled into 
SANITIZED 

E.O. 13292, Sec. 3.5 'tOP iiCRET 
NLJ 03-/,o -

By ~ , NARA, Date , -.J~-/J'/ 

MAY 141964 
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investment. 

c. Will be militarily acceptable. The military 

risks involved are acceptable, and the reduction will 

permit a more effective use of reduced MAP resources. 

3. State and Defense are not in agreement on the 

desirability of a withdrawal of the major portion of 

one US division from Korea. 

a. Defense recommends that such a withdrawal 

should be announced to the Korean Government at the 

same time that the proposal for a reduction in ROK 

forces is made and that the actual withdrawals should 

begin in the latter half of 1964. The DOD position is 

based on the following considerations: 

(1) The present level of US/ROK forces is in 

excess of needs to contain a North Korean attack but 

is too small for defense against a combined North Korean­

ChiCom attack. In the latter case, 

Militarily, the withdrawal of a major portion of a US 

TOP SECRET 
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division would not substantially alter this strategic 

posture. We would have the same option 

although the decision 

would probably have to be made earlier. 

(2) An increase in the flexibility of our 

total military posture would result from having the 

additional division in reserve in the US rather than 

in a static deployment in Korea. 

(3) Department of Defense balance of payments 

expenditures would be reduced by $19 to $22 million 

annually and the Defense budg~t would be reduced by an 

estimated $18 million annually. 

(4) Heavy equipment would be pre-stocked in 

Korea, thus permitting rapid replacement of the with­

drawn division in time of need. The 40,000 US troops 

remaining there and our ability to deploy augmenting 

forces would be convincing evidence of our willingness 

and ability to defend Korea. 

DOD believes 

the withdrawal of the major portion of one division 

TOP SECRE't-
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would not adversely affect US command and control over 

UN and ROK troops. 

b. The Department of State believes that the pro­

posed withdrawal of US forces would not be in the US 

interest at this time and accordingly that it should 

not be broached to the Korean Government. It proposes 

to review by December 31, 1964, afte~ the ROK reductions 

have gotten well under way, the advisability of the 

withdrawal of a US division. State's objections to the 

DOD proposal for making a decision now to withdraw and 

making this known to the ROK are: 

{l) The US position in Asia will be under 

unusually heavy strain this year -- in Vietnam, Indonesia, 

Laos and elsewhere -- and we face the probability of 

intensified international pressures with respect to 

Communist China and its admission to the UN. Fortunately 

we have a position of relative strength in Northeast 

Asia, but we fear that the withdrawal of a division from 

Korea at this time, taken in conjunction with other 

developments in the Far East, would pose real risks to 

this position thus adding to the unsettled situation 

throughout the entire Far East. We cannot accurately 

~TOP SECRE'f 
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guage the depth of Far Eastern reactions to the with­

drawal of one US division from Korea, but we do know 

the reactions would be adverse. State does not think 

that the relatively limited benefits derived through 

the withdrawal of the division warrants the considerable 

risks involved. 

(2) The memory of the US force pull-out in 

1949 is still fresh in Korea, although there is an 

obvious difference between the current proposal to 

withdraw one of the two divisions and the complete pull­

out in 1949_.. Sizable US force reductions now would 

undermine confidence in our abilities and intentions 

just as the new civil Government addresses itself to 

economic stabilization, 

With regard to the proposal 

to reduce ROK forces, the Korean Government has already 

put us on notice that it regards the maintenance of 

existing US strength iri Korea as a pre-condition to 

such a reduction. As regards US influence exercised 

through our military presence, even if the Koreans did 

not challenge continued US control within the UN 
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Command following the withdrawals, the effectiveness of 

that control might be reduced. 

(3) Coming on top of the just announced US 

redeployments from Japan, 

(4) Withdrawal of a US division would inevitably 

- 'tOP SESRE'I 
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State believes, as a practical matter, it is 

bound to decrease somewhat the flexibility of the 

President 
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should have before him a full range of alternatives in 

order to cope with the situation as it might, in fact, 

exist at the time. 

(6) State does not believe that US forces should 

be retained overseas for the purpose of supporting the 

economies of host countries. It is true, however, that 

the balance of payments and budgetary savings which would 

result from a reduction in US military expenditures in 

Korea would have to be made up by increased e~pnomic 

assistance to that Government. Our estimates indicate 

that thus the net balance of payments advantage to the 

US would not be the full $22 million saved from Defense 

expenditures in Korea but would only be in the order of 

$4 million to the US Government as a whole. The savings 

in the Defense budget would also be offset by the 

increased budget requirements of AID. 

- 'fOP SECRi'l'.. 
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(7) The Secretary of State has been attempting 

to get the message to Hanoi (which also means P~king) 

that any impression that the US will get tired of the 

Vietnam effort and withdraw is wholly wrong. Withdrawal 

of a division from Korea would tend to confirm in Hanoi 

and Peking any judgment they might have that we are 

becoming war weary in Southeast Asia. 

(8) It is impossible now to foresee whether 

these adverse factors will have sufficiently shifted 

by the end of the year to permit a withdrawal, however, 

we do reconmend reconsidering the situation at that 

time. 

Recommendation: That you (1) accept the agreed 

State/DOD proposal to proceed with a 70,000 man reduc­

tion in ROK forces, and (2) resolve the difference in 

views of the advisability of withdrawing one US 

division at this time. 

Attachment 

G/PM/SWeiss/vl 
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I. Political Implications of Reduction of US Forces in Korea 

A. Considerations Unrelated to Nuclear Threshold 

1. Koreans have already voiced publ~cty and pri­
vately their uneasiness over rumors of US force red,uctions 
in Korea. Memory of what happened in 1949 when we ,pulled 
out our forces, followed by the Korean_ War ,.},is ~-~ill fresh 
in peoole 's minds in Korea. Any sizahle US.,:with(;lrawals at 
this j{.mcture would cause apprehensi~~- among Kor~ins. regarding 
their security and especially our inte~tions towar~'.~orea. 
(They would also be concerned over eco~9mic losses ::-;r~'sp,lting 
from US withdr~~als (see economic section.below).) ·A~1'>this 
would undermine· the atmosphere of confidetj.ce we have been 
laboriously seeking to create in Korea, p,~rticularly a,s the 
ne,.-1 go·;ernment in Korea enters upon chall~pging tasks·l ·con• 
fronted with a multitude of serious problems. 

2. A reduction of US forces at this time would 
obstruct our efforts to bring about the desired reduction 
in Korean force levels, which we believe to be necessary in 
order to pro:mi?~~e economic stability and development in Kore._a •. 
The ROK Gov~xfuilent has now come to see the need.,:,; to move inJ';f · 
this directi'bn; However, as a condition for-rthe.se reductions 
in Korean fot·ce le~els, the Korean Defense·:11:i.nfster on Nov'~­
ber 9, 1963, sough~ from us an assurance that there would be 
no reduction in US forces. 

:, ,.,::. 
3. US control~; over the Korean military frees 

would also .be affected. The successful 1961 military coup, 
carr~e,d.iout in the fa 1f of US remonstr~~ce_ and objection, 
demonstrated that the control of the UN-Commander over the 
Korean forces is alre~dy far from comptete. Within the UN 

: Command, the US role has~ been enlarged~:by . formit~g the two 
.. ·: :US divisions defending the\key approatjle_s ,to Seoul into· 
• • "I Corps" ._a_nd joining' a Korean corps to it lto form •111 Corps 

Group" under-- an American c'ommander. If less than· one US 
._I 
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division were withdrawn, it is unlikely that the Koreans 
would challenge the continued control of the UN Commander 
over the Korean forces, but the effectiveness of that con­
trol, especially in the area north of Seoul,,would be sub­
stantially reduced. This would increase possibilities of 
military coups, would weaken a stabilizing element in the 
Korean scene, and might in the long range give us less con­
trol over·RoK military ventures against (or dealings with) 
the North Koreans. The international composition of the 
UN Command probably would also be impaired. Possibilities 
of the Turkish and Thai companies being withdrawn would be 
significantly increased, leaving only US and Korean forces 
in the UN Command. This would give ammunition to the Com­
munists in their efforts to portray the UN Command as a 
purely US force, and to press for its dissolution. 

4. Sizable US force reductions in Korea also present 
a possibility of seriously adverse consequences in Japan, 

.the keystone of our defense structure in East Asia. Just 
how serious the consequences would be would depend in large 
degree on the Japanese estimate of the effects of the. re­
duction on political stability and military strength and 
determination in South Korea. Even assuming the best in 
the ROK, the reductions, coming on top of the just announced 
US Air Force withdrawals from Japan, would weaken Japanese 
public and official confidence in the US military commitment 
and posture in Northeast Asia, which find their most con­
vincing form in American troops "on the ground"·in Korea 
and Japan. The result could be an intensification of the 
Japanese·home defense effort, but is far more likely to be 
an increase in neutralist-pacifist sentiment and added dif­
ficulties for the Government in securing necessary public 
and Diet support for continuation of a slow but steady in­
crease in Japanese defense appropriations. The Japanese 
Government would almost certainly defer finalizing the 
negotiations for normalization of relations with the ROK-­
now hopefully entering their final stages--until it could 
assure itself that the reaction to the reductions in South 
Korea was of acceptable dimensions, not significantly af­
fecting the ROKG's future policies and prospects. Large­
scale Japanese investments in the ROK, important to the 
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country's economic stabilization and development, would be 
similarly deferred. 

5. The impact of a sizable US reduction of forces 
in Korea, although stronger and more immediate in Japan and 
Korea, would extend to other areas, particularly to countries 
near the periphery of Communist Asia. Both they and other 
nations interested in the Far East would interpret it in 
the light of the current generally unsettled .situation in 
the Far East. Many would regard it as a weakening of the 
US position against Communist China. Certain non-aligned 
countries, on the other hand, might profess to welcome it 
as an easing of tensions. • 

B. Considerations Relating to Nuclear Threshold 

1. Overlying the basic reactions already described 
would be the reaction to the lowering of the nuclear thres..: 
hold that is implicit in such a reduction of US forces. 
Koreans, like other allies, fear becomang a target area in 
a nuclear war. The Korean Defense Minister, in discussing 
possible reductions of Korean forces and urging that US 
forces not be reduced, told us that substitution of nuclear 
defense for conventional forces would give the Korean 
people concern because nuclear defense would entail the 
destruction of Korea. At the same time, the Korean Govern­
ment and people would fear that the US might shrink from 
using nuclear weapons in Korea's defense, with a resulting 
compromise of Korea's security and increased likelihood of 
attack. A sizable reduction of US forces, coming on top of 
sizable ROK reductions, would present the ROK with the un­
settling dilemma of whether to acquiesce in a reduction of 
ROK security or to insist on an advance commitment of early 
use of nuclear weapons. 

2. Lowering of the nuclear threshold in Korea 
would compound the political consequences in Japan already 
discussed. The Japanese public retains an almost patho­
logical fear of involvement in nuclear war. Prospects of 
early US resort to nuclear weapons in Korea could be expected 
to lead to public pressures from the Right as well as from 
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the Left for re-examination of US rights under the Security 
Treaty of 1960 J 

I. 

3. Lowering of the nuclear threshold would have 
impact throughout Asia and even globally. Communist repre­
sentatives in the Military Armistice Commission and in the 
annual debate of the Korean question in the UN General. 
Assembly probably would increasingly feature attacks on US 
nuclear policy. We are _committed by diplomatic understand­
ings dating back to 1950 to consult, before withdrawing 
substantial forces, with the other fifteen countries which 
originally contributed forces to the UN Command. Some of 
them probably would oppose it. In this fashion, if not 
otherwise, the question would be brought to the attention of 
our NATO allies, who probably would question its compatibility 
with the US NATO policy stressing the importance of con­
ventional capabilities. Our apparent greater willingness to 
use nuclear weapons against non-white races would give 
Peiping useful ammunition in its appeals to Asian and 
African peoples. Although some of our allies, depending 
upon the nature of our nuclear commitment to the Koreans, 
might press us for nuclear commitments in their areas, the 
reaction would on the whole probably be adverse to our in­
terests. Not wishing to become nuclear target areas, and 
mistrustful of the US capability to make a quick non-nuclear 
response, our Asian friends might tend to accommodate 
Chinese Communist pressures rather than face the alternative 
of fighting. 

S. The effects of the US move on the Sino-Soviet 
rift are not predictable. Lack of Soviet support for Com­
munist China has recently made conventional defense in 
Korea more feasible than it was previously. A lowering of 
the nuclear threshold on our part, or the appearance of it, 
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would place the USSR in an awkward' situation. If it 
failed to respond, its role of sole custodian of the Bloc's 
nuclear deterrent and defender of the "socialist camp" would 
lose credibility. Moreover, even though North Korea is 
aligned with Communist China, the USSR has its own set of 
interests and ties with North Korea. In the event of actual 
hostilities, the USSR would at a minimum make ambiguous 
threatening statements which would create great uncertainty 
as to Soviet intentions as well as great pressure upon the 
US to cease the use of nuclear weapons and to enter into 
negotiations for the end of hostilities. While it is far 
from certain that the USSR would provide nuclear weapons to 
the Communist side, this is a sufficiently serious possi­
bility that it must be taken into account. Among other 
possible reactions relating to the Sino-Soviet rift is the 
possibility that awareness of its dependence upon the Soviet 
nuclear capabilities might make North Korea more susceptible 
to Soviet as opposed to Chinese Communist influence. This 
could as easily lead to a strengthening of the North Korean 
military balance against the Republic of Korea as to an 
easing of tensions. The Chinese Communists for their part 
might exploit a US reduction as a victory for their poli­
cies and a step toward the withdrawal of all US forces from 
Korea, enhancing Communist China's influence in Asia. What­
eve~ the precise outcome of these conflicting reactions, it 
is likely that it would not be to US advantage as compared 
with the present situation. 

C. Conclusion 

Any substantial reduction of US forces in Korea 
at the present time would be highly damaging to the general 
US position in the Far East. Our investment of blood, 
treasure and principle in Korea and the· utility of our 
bases in Japan would be jeopardized. The implication of 
increased reliance on nuclear weapons would be particularly 
damaging, supplementing the other adverse effects of the 
reduction. A small savings in foreign exchange and pos-
sible military flexibility advantages hardly seem worth these 
political and security costs. A reduction in US forces would 
cause the Koreans strongly to resist the reductions in their 
own forces which they are now at last apparently ready to 
accept. 
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II. Political Implications of Reduction of Korean Forces 

The reduction of Korean forces of the magnitude sug­
gested probably would have no significant adverse political 
implications if it were not coupled with US reductions. ROK 
fear of and hostility toward the North Korean regime has 
made the government and peopl~ willing to bear a heavy mili­
tary burden. Realists in government, press and political 
circles have, however, 'Often argued that the ROK forces are 
excessive. Reductions have been accomplished at US initia­
tive in the past. In recent years, the need for economic 
development and reduced US assistance have created a favor­
able atmosphere for reducing the forces further. Over the 
longer run a smaller ROK military establishment should tend 
to promote greater political stability within the country. 
During the past year, high Korean officials, military as 
well as civilian, have indicated their preparedness to under­
take reductions, asking for assurance that the US forces 
would not also be reduced. With such assurance for the 
immediately foreseeable future, reductions in the ROK forces 
of the magnitude proposed probably would not encounter 
strong ROK Government or military opposition nor arouse 
serious popular misgivings. Under these circumstances, 
reactions elsewhere in the Far East would be negligible. 
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DEPARTMENT MEMORANDUMOF bEFENSESUPPORTING 

This memorandum analyzes the military aspects of. 
the recommendation that the major portion of one US 
division be withdrawn from Korea by late 1964*and that 
the ROKground forces be reduced by 70,000 men over a 
24-month period beginning as soon as practicable. (Ti,e 
replacement of the remaining US division by an air .:, 
assault division, as proposed by General How.ze, is not 
considered in this paper because evalua:tion of the air 
assault concept will not be ma.•de until the second haif 
of 1965 upon completion of tests now.in progress.J • 

Present Military Forces 

The North Korean ground force consists of 330,000 
men oi·ganized into 19 infantry <:Iivisions and one armored· 
division, equipped with modern Soviet materiel. This 
force could be increased in a short time by some 26,000 

.__ from the Internal Security Force. There is also a ;··) 1 

partially armed militia of 400,000. The Chinese 
Communists could support North Korean forces with up to 
450,000 men in 30 divisions, with the first division 
,arriving at the demilitarized zone _in 48 hours and the 
others thereafter at the rate of one a day~ ~It is 
.estimated that the CHICOMScould not introduce more than 
.two divisions covertly.) Logistic limitations and other 
-;commitments make use of the remaining 87 line divisions 
,unlikely, although engaged forces could e~pect replace-
.ments from strategic reserves. • • •• • 

. .,The ROKground forces, all under UN cocnmand, comprise
•;560,000 men· organized into 19 divisions. These forces can 
•be augmented by 3 poorly equipped ROKreserve divisions, .of 

·•* • The US withdrawal could be completed within 6 months 
but with a less orderly realignment of US and Ra<. Forces. 
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limited initial effectiveness. The·US maintains in 
Korea 52,000 men, including 2 divisions. Contingency 
plans provide for the augmentation of US forces by one 
division in 3-12 days, by a second in 28 days, by a 
third in 31 days, and by a total of S divisions in 60 
days. An additional division would also be available 
in reserve in the Western Pacific in 35 days. 

The North Korean Air Force has about 400 jet fighters 
and 85 jet light bombers.· Some 1,500 CHICOM jet fighters 
and 200 jet light bombers are also readily available • 
for combat in the Korean area. Possible reduction in 
over-all CHICOM aircraft inventories indicated by recent 
intelligence, does not as yet affect capabilities in th~ 
Korean area. 

The ROK Air Force consists of 300 tactical aircraft· 
of which 17 5 are combat aircraft. The US can quickly . 
support operations in Korea with 100 interceptors and 
4.25 fighter bombers from the Pacific and the West Coast. 
Additional USAF units, not specifically earmarked for 
PACOMuse, could be introduced as needed. Operation of 
most USAF aircraft is predicated on the use of Japanese 
air bases. (If these bases shoul~ be denied us, operations 
could be co_nducted satisfactorily from Okinawa, although 
with greater difficulty.) USAF units could be augmented 
by carrier aviation (6 attack carriers). 

Present Force_Capabilities 

Present ROK ground forces are more than ample to 
contain a unilateral North Korean attack. 

It is estimated that the enemy may gain air superiority 
initially but that he will be unable to hold it., Despite . 
the high probability of car:1:-yUS/ROK air superiority in the,''=-·.· 
battle zone, present US/Rm<. forces are inadequate to contain·· 
by conventional means a sustained North Korean/CHICOM attack~ 
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It is estimated that the US Navy could effectively 
control the seas from the outset. Present ROK naval 
forces now control their coastal waters. 

Basis for Change 
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Recommended Force Readjustments 

. Heavy equipment for the withdrawn 
US division would be pre-stocked in Korea. 

Military Implications of the Force Reduction 

The US and ROK forces remaining in Korea following 
this reduction would be able to withstand with conventional 

combined North Korean/CttICOM attack, 
means any unilateral North Korean attack.· A ainst a 

.• probably have. to be made somewhat .sooner· than at present. 

Among the principal factors that will bear on this 
decision - with or without the proposed reductions - are: 

b. the political 
.significant areas of South Korea 

implications 

c. our willingness and ability, given9ur 
possible involvement elsewhere, to commit additional US 
divisions to mount a conventional counteroffensive; 

d. our ability to gain air superiority, and 

r-------i;-~-~ ···---··-··---·. 
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e. the degree bf strategic t-latn:i.ng that• 
we receive. 

Air superiority ~rid ~trat~gic w~rriirti wili hd~e a _ 
direct bearing on wh~tH~t~ with a reduction in the-·us and 
ROK forces, the decisi9h need be made ~artier~ The. 
reduced Rdk forces would have tb fill ~hy gaps ieft by 
the withdrawal of a US division ~ram one of the two 
direct approaches to Seoul. This would leave little, if 
any, reserve to meet a massing of troops by the enemy to 
force a penetration. Early and decisive action would be 
needed to redeploy repidly the withdrawn US division and 

,to mobilize the ROK reserves, ~swell as to protect the 
stocks of these forces against enemy air attack. Our 
increasing airlift capability now makes it: 'possible to 
deploy one division, less heavy equipment, from the US to 
Korean airfields in 5-6 days. Up to 7 additional days 

. , would be needed for all elements of the division to
' ',· .. •· 

.. .. absorb the prepositioned equipmerit·and deploy for combat . 

While the proposed reductions are apt to 
decision to the US earlier, it will not re 

.The remaining US-ROK force 

the 

capable of effective delaying action with conventional 
. arms pending reinforcement, although its ability to prevent 

an enemy advance will be lessened. 

• . .- cone u e that the Kore.an Government ;would 
• • the present command structure. 

Military Advantages of Withdrawal 

The withdrawal of a major portion of a US division 
from Korea would increase significantly our ground forces 

,~ 
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available to meet contingencies worldwid'e. There are now 
ten divisions (8 Army and 2 Marine) stationed in the US. 
Five of these divisions are comtrtitted to the NATO. 
Strategic Reserve, and contit1gencies in Southeast Asia~ 
gr elsewhere, co_uld 1ay heavy demands on US ground forces.­
(Fdt sxart1ple • the c;:_(?rttingency pla.n far Southeast Asi:i • 
calls .tt1r tip to· 5 divisions~). Preposit:i:oning. ~£ heavy 
eqUit,thi?ht ih Kdrea ~411 perm.it the tapta return- of.-·the 
withdtawt1 div:f.~ibh with a thihimuni bf ait-lift: At th-e··same •• 
time, additiort of i:h~s._d~v:Lsion with, fb~tetj_1.iiph1e~tto CONUS 
forces wili ai.igment . and 1.mp1;c1vsth~ fiexibiftty of those ·. 
forces available. for wotldwide cond.ngertcies, . • _.. _ 

.• J 

Relocation of ~he divis:i.dn iti the United sta't:e~ offers' 
the greatest combination of advantagesi Costs bf relocatiJ:1tis 
will be held to a minimum through the use of ex:J.stirii . 
facilities and, with airlift available in the US, the diviiidn 
could be deployed rapidly to the Far East or elsewhere. . 
While there are certain psychological advantages in relocating:,·-
the division in either the Philippines or Hawaii, construction 
costs would be greatly increased. (New temporary construction. 
in Hawaii would cost an estimated $126 million as opposed to· 
an unrefined estimate o_f under $6 million for renovating 
facilities in the US.) Costs would be aggravated by an 
adverse balance of payments if the Philippines were chosen.· 
Although the division wquld be physically closer to • 
potential trouble areas, there would be little improvement 
in its deploY!Dent capabilitie·s since its strategic air and 
sea lift would be based in the United States. (Certain 
heavy equipment, such as tanks, would have to be moved in 
any case by sealift.) 

Budgetary Aspects 
. . . ' . 

It is estimated that the proposed reduction. t·n R.OK• 
forces will permit a MAP savings, principally maintenance, 
of approximately $10 million annually. Retention of this 
entire amount for force improvement in Korea would be 
highly desirable. 
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DOD budgetary savings attributable to the us:'with-
· drawal of 12,000·men are estimated at $18 million 

••annually after the move is complete. Relocation expenses 
on the basis of unrefined estimates are assumed.to be on 
the order of $6 million. 

DOD balance of payments savings attributab.le to the 
US withdrawal are estimated at $22 million annually. US 
balance of payments savings would.probably not exceed $4 

•• million, since it is likely we· would provide additional 
economic aid to Korea to compensate, substantially if.not 
wholly, for the reduction in Korean dollar earnings 

· · .. ($18 million) attributable to the force withdrawa_l. This 
topic is further discussed in the economic' sed:iE>n. 
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·1 DEPARTMENTOF STATEAND AGENCY FOR INTERNATIONAL 
I DEVELOPMENT MEMORANDUMSUPPORTING 

Economic Implications of Reduction of Korean Forces 

The proposed reduction of three Korean army divisions 
(70,000 men) over a two-year period starting in 1964 would, 
by the second year, relieve the Korean budget of over $10 

i 
million per year in expenditure requirements. Such a re­

1. duction would be of signal assistance to the major joint 
US-Korean efforts to eliminate the budget deficit, as part 
of a stabilization program, without implementation of which 
economic development in Korea and reduction of aid require­
ments will be virtually impossible. If effectively shifted 
to investment, this sum might also yield-$5 to $10 million 
annually in additional product, thereby re·ducing the US 
economic aid requirements. The deactivation of major force 
units would (if officers and NCO's were discharged) release 
managerial talents and skilled labor critically needed in 
economic development efforts. This benefit would outweigh 
the problem of increasing somewhat the number of unemployed

i and under-employed.
·I 

II. Foreign Exchange Impact of US Force Reduction 

The proposed reduction of 12,000 men in the US forces 
stationed in Korea would deprive the Korean economy of net 
dollar earnings of an estimated $1~ to $18 million a year.* 
Taken in conjunction with other pressures on Korean foreign 
exchange, this loss of earnings would probably reduce • 
essential Korean imports. This in turn would jeopardize 
the achievement of economic development and stabilization 
goals, causing the ROKG to turn to the US for increased 
economic aid. Given Korean strategic importance, the US 
would probably be constrained to provide this aid. This 
loss of earnings from US forces would correspondingly in­
crease annual US economic aid requirements. FY 64.Supporting 
Assistance appropriations are inadequate to provide such 

*In addition approximately $4 million is expended in Japan 
(for example by expenditures made by visiting US troops), for 
a gross US balance of payments impact of $19 to $22 million. 
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supplemental assistance without resort to the Contingency 
. Fund. This use of the Contir.gency Fund would, of course, 

reduce the amounts potentially available for transfer to 
the Military Assistance Program. Korea would be one of 
the main countries affected by this alternative use of the 
Contingency Fund. • 

An insignificant reduction in the US balance of pay- , : 
r· , . 

. ,;' ··_,' ments deficit would be likely to result from withdrawing 
the US division as proposed. Assuming that the Korean loss 
of $15-18 million in dollar earnings resulting· from the 
troop withdrawal were compensated for by increased US 
economic aid, the tendency would then be for the Korean 
Government to shift expenditures of its free foreign ex~ 
change to procuremen~ from non-US sources~ 
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THE WHITE HOUSE 

WASIIINGTON 

May 5, 1964 

SECRET-. 

NATIONAL SECURITY ACTION MEMORANDUM NO. 298 

TO: The Secretary of State 
The Secretary of Defense 
The Administrator, Agency for International 

Development 

SUBJECT: Study of Possible Redeployment of U.S. 
Division now Stationed in Korea 

equest that the Secretary of State coordinate a joint 
State-AID-D ense study which will enable me to weigh and 
resolve the cho es facing us with respect to the possible re-
deployment-- •• -of one of the U.S. Divisions now 
stationed in Korea. The study should explore what sequence of 
U.S. actions, involving econonric assistance, military assistance, 
diplomatic communications, and public statements, would mini­
mize the negative effects and maxinrize the benefit of such a 

, redeployment, taking into account 

--Korea's military security 

--Korea's short-term political stability 

--the long-term U.S. objective of stimulating sustain-
able econonric expansion and strengthening Korea's 
social and political institutions. 

Specific requirements follow: 

1. In considering changes in the level and composition of 
U.S. assistance, the study should offer both a bare-bones 
nrinimum program and a more generous variant which would 
fully compensate the Korean Government for the loss of a 
U.S. Division. In connection with the latter, attention should 
be given to the internal economic and military measures 
by the ROK which we might bargain for--meas11res that might 
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appreciably. shorten the period of Korea's dependence on 
extraordinary econo:mi.c assistance~ 

2.. The study should assess the value of such a redeployment 
for the balance and fiex:i bility of the U. S. military 

posture. 

3. The study should contain estimates of the budgetary gains 
and costs. 

4. As regards the U.S. balance of payments, the study should 
estimate both the gross gain of withdrawing a U.S. Division, 
and the~ gain that will result, after account is taken of the 
recommended changes in U.S. assistance. 

5. The study should include recommendations as to the steps 
we should take, in the event of a redeployment, {a) to avoid 
any :misreading of our intentions in Japan, Southeast Asia, 
Europe- -and in Russia and Communist China, and { b) to explain 
the good sense of the move to the Congress and the U.S. public. 

6. As regards ti:mi.ng, I should like two alternatives to be ex­
,\ plored: one with a decision date of June l, 1964; the other with 

a decision date of December l, 1964. • With respect to each 
alternative, the study should elaborate a detailed plan of action,. 
giving announcement dates and implementation dates for all 
major actions. 

The study should be completed in time for NSC consideration on 
May 2.6. 

The White House staff officer assigned to follow the study will be 
Mr. Robert Komer. Mr .. Francis Bator will act in his stead until 
Mr. Komer's return. 

cc: Director of Central Intelligence 

cc: Mr. Bundy ./ 
Mr. Komerv 

•Mr. Bator 
Mr. Johnson 

/·-,' '___,1-. -. -e--, · ._-::_---...-cNt-· 0 11'H •• 
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Mr. Komer 

THE WHITE HOUSE 

WASHINGTON 

May 11, 1964 
SECRET, 

MEMORANDUM TO 

HOLDERS OF NSAM NO. 298, MAY 5, 1964 

The President has instructed that the study of a possible re­
deployment of one of the U.S. Divisions stationed in Korea, 
as ordered in NSAM No. 298, is not to be. confined to a 
redeployment to Hawaii. It should exp.lore the advantages and 
disadvantages of basing the Division, or units thereof, else­
where, and make recommendations accordingly. 

The following specific changes in NSAM No. 298 are called 
for: 

Pagel, para. l, line 4 - Strike "--to Hawaii--". 

Page 2, para. 2, line 2 - Strike "to Hawa~i". 

~c_{)~~ 
McGeorge Bundy 

• 
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I O O I 3OUTGOINGTELEGRAM of StateDepartment
INDICATE: □ COLLECT 
□ CHARGE TO ir>UNCLASSIFIED 1/ 

Origin ACTION: Amembassy SEOUL 943 
FE 7 10 PH'&allnfo1 

ss 
PR Deliver toll.owing message dated April J6, 1964 to President Park. p 

USIA QTE Dear Hr-. Presidents 
NSC 

I thank you personal~ on behalf of the American people for 

your sympathetic expression of bereavement at the death of General. 

Douglas MacArthur. I also wish to take this opportunity to expres1 

nv appreciation for your courtesy in sending the Korean delegation 

headed by His Excellency Prime Minister Doo Sun CHOI which came to 

attend the funeral ceremonies for General MacArthur. His pasaing ia 

a great loss to us all 
, 

and your expres ■ ions of support and s;ympattv 

have made it easier to bear. 

Iqndon B. Johnson ~TE 
/ 

Department plans no public release this message. No objection if 

. ROK wishes rel.ease but Dept should be advised 24 hou ance • ._­='I.I~ 

~C 

END BALL 

Drafted by1 

Clearances, 

Tal•oraphlc tran1ml11lon and 

S/S-S - Mr. ~~owe '·. ; • P - Mr. McCloskeyr 

FE/P - Mr. Oaiduk4,{draft) . . t. 

T~T ITCJ'r." 

raft) 

REPRODUCTIONFROM THIS COPY IS 
PROHIBITED UNLESS "UNCLASSIFIED" 

"' l, ✓ 
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O 6 l 7 6 
OUTGOINGTELEGRAM of StateDepartment
INDICATE, 0 COLLECT ~ 
0 CHARGE TO UNCLASSIFlED 

Origin ACTION: ,Amembassy,SEOUL 921 
FE 
Info, 

ss ='/.
/ 

G Deliver following message dated April 10» 1964to President Park .. 
PR 
p Q!S Dear Mr. Presidents 

The American people and I are most appreciathe of your message ot 
the recent earthquake 

condolence over ...... z:re+•P in Alaskac11 Your kind thoughts will be 
I 

a comfort to our citizens during the long task of rebuildingc11 

Lyndon B., Johnson UNQTE 

Dept plans no public release this message.. No objection if ROK wishes 

release but Dept should be advised 24 hours in advance. 

END 

ll (} NDY.ffAnr,,r... 
- e~ ~~ACTING 
• l3EL • is~ I

J•' e. JOI( 
, 

\\l . ~, 

\ 

! 

1} 

N' 
l 

ze 

j 

Dralled by, 

CINn1nCH1 

FEsEA::GEB.eynoldssmf's 

s/s .,,Mr. Tue lV-n,/P 

4/l! 
Telegraphic lran1mlulon and 

9".111callon approved by, 

Ma.nell 
= Hr"zzxzxzxz 

EA C, Thelma E. Vettel 

P ... Mr. McCloskey (subs) 

UNCUSSIFIED REPRODUCTIONFROM THIS COPY IS 
PROHIBITED UNLESS "UNCLASSIFIED" 
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DEPA,~~Tsi>fr:lTATE 

March 9 . 1964-• 

BUREAVQf IWBJJ¢65P1AND RESEARCH 
__BELK 
__BRUBECK 

Research Memorandum_CHASE roE-14, __DI~GEMAN 
__DUNGAN 
_F,JD.RESTAL . 
__ JE:~SUP • 

JOHNSON
To The Secretar -v,. F1N • ' 
Through: 
From ~ Thomas L.- Hug ]jikJ,,~W4 

• SAUNDERS 7',Y
Subject: The Korean Competition Fur Internati al Acceptance 

_SMITH, WM. Y 

i:n Yiev of the interest which French recognition of Ccmnunist Chin& has 
stimulated with respect to international recognition of divided countries, we 
have examined how the Republic of Korea and the communist North Korean regime 
have fared in this competition. An unclassified attachment shows the ties 
whioh tlie·- two Koreas : have established. 

-- ---- ·-- ··-- --

ABS~ACT 

The Republic of Korea now holds a three-to-one advantage over the 

rival North Korean regime in terms of international recognition. Seoul's 

present strong position was established by intensive diplomatic efforts 

undertaken since the fall of President Rhee in 1960. Pyongyang achieved 

some compensatory diplomatic gains in 1963 and its trade representative 

program provides an effective opening wedge for consular or - ultimately -

diplomatic status. However, for the immediate future, it seems unlikely 

that North Korea can detach many of the countries now disposed to deal 

primarily with the Republic of Korea, nor secure substantial international 

support from am.orig the sms;ll number of countries which remain uncommitted 

in the rivalry. 

DECLASSIFIED GROUP4 
Downgraded at 3-year intervals. 

Authority G□'f 'i . Declassified 12 years af'ter 
Bv-fL-, NARA. Date '5-~--D{ date of origin. 

MAR111964 C9i)iijjj9iJi!iflff.hla....... 
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_Republic of Korea Holds Advantage 

A glance at the attached table will show that the Republic of Korea 
holds a decided lead over North Korea in the contest for international 
acceptance. A precise count is not possible since evidence of mutual re- . ".i. , 
cognition, or an agreement to exchange representatives, is in a number of 
cases not available. However, it appears that seventy-six countri~s have 
commitments . to or are favorably disposed toward. the Republic of Korea, 

.while only twenty-three states give similar support to North Korea. 

For six COUf;ltries, the United Arab Republic, Uganda, Laos, India, 
Cambodia, and Burma the issue is undecided. The United Arab Republic has 
recently agreed to raise the North Korean representation in•Cairo to dip­
lomatic status and, according to a broadcast of February 15, 1964, is ready 
to establish a diplomatic mission in North Korea. The Republic of Korea has 
not been willing to accept a diplomatic exchange with the UAR which would 
equate it with North Korea. In Uganda, on the other hand, the Republic of, 
Korea representatives seem to have gained at the expense of the North Korean 
establishment. ·In Laos, the contest is temporarily in abeyance, with the 
Republic of Korea perhaps having a slight tactical advantage. India, Cam­
bodia and Burma have accepted consular representatives f-r'om ~oth Seoul and 
Pyongyang. 

There are no reliable indications of the leanings of thirteen other 
countries. ~Most of the nations which are not known to have taken any position 
are pr'obably- little.. disposed to take an independent stand on a rivalry far 

•removed from their own l.iniitedc·oI!C'erns. In this group, however, it is sur­
prising to find Pakistan, which through its (United Nations Commission,UNCURK 
for the Unification and Rehabilitation of Korea) representatives has had 
dealings with the Republic of Korea for a number of years. Other countries 
which have taken active international roles but which remain uncommitted in 
this rivalry are Finland, Tunisia and Ghana. 

Seoul Has Moved With Energy 

The Republic of Korea vigorously broadened its contacts in the world 
community during the two year and seven month period of military government 
which began on May 16, 1961.. Within approximately one year it had established 
diplomatic relations with thirty-two nations, twice· the pre-coup number. (se·e 
RFE-28, June 27, 1962) . When the military regime gave way to the Third Republic 
on December 17, 1963 the number of countries which reportedly recognized the 
Republic of Korea had again more than redoubled since JUne 1962. 

These impressive gains reflected a willingness to abandon President Rhee's 
policy of a..lm.ost exclusive reliance on ties with the United States. He had 
been willing to con.fine other relations to the major.Free World nations, such 

I • 
l 

comrnnx~ 
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as the United Kingdom, and such anti-communist bastions as Nationalist China. 
His successors sought international support where they could find it. How­
ever, while the Republic of Korea has established relations with nations re-
garded as neutral, it has nc relations with any of the communist countries. 

North Korea's Modeet ntiloena.t.ic Achi~vements 

North Xorea NS received diplomatic recognition from only twenty states, 
and of theN, ~h~~teen are communist countries. Eight communist nations, 
including Y1.1&osla,via, recognized North Korea soon after it was formally estab­
lished in S•p~ember 1948; three others (Albania, Communist China and East 
Germany) gyanted recognition in 1949; North Vietnam followed suit in 1950; and 
Cuba was the last to do so in 1960. 

However, it is also notcWorthy that the Pyongyang regime has recently 
made soma gains among non-communist states. Five of the seven non-communist 

' states which now recognize North Korea, i.e., all except Guinea and Mali, 
have granted recognition since the beginning of 1963. 

Consular Representation Compared 

The Republic of Korea has consular establishments in Australia (Sydney), 
Burma (Rangoon), Cambodia(Phnom Penh), Hong Kong, Japan {Osaka and Fukuoka), • 
Kenya (Nairobi), the United Arab Republic (Cairo) and the United States (Los 
Angeles, New York, San Francisco). The Republic of Korea is negotiating with 

·-

: 
I 

~ Indonesia concerning the establishment of consular offices and will probably 
I 
I 

attempt tc do the same with Ceylon. India is planning to establish a consular I 
I 

office in Seoul. Seoul maintains some of its consular offices as a device to I
Iobtain or preserve an aspect of recognition in certain neutralist countries. 

In the case of Kenya, it hopes to transform its consulate general into an 
embassy. 

North Korea has consular establishments in Burma (Rangoon), Cambodia 
(Phnom Penh), Ceylon (Colombo), Communist China (Changchun and Shenyang), 
India (New Delhi) and Indonesia {Dja:karta). 

Like Seoul, Pyongyang seems to have had largely political aims in 
establi$hing consular representation in neutralist countries since in recent 
cases when it has done so there.has been little or no trade or other interests 
which would call for consular relations (See RFE-26, April 12, 1963.) The • 
only non-communist resident representation in Pyongyang is the Indonesian 
Consulate General. No communist country maintains a consular establishment 
in North Korea. ' 

7 
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Other Forms of Representation 

North Korea has had some success in converting permanent trade offices 
into consular establishments. The DPRK consular offices in Burma, Indonesia, 
India and Ceylon were opened as trade offices. Further efforts along this 
line are likely. North Korea and Iraq agreed in 1960 to the stationing in 
Baghdad of a North Korean trade representative. A "private" agreement signed 
by a North Korean representative and an Austrian Chamber of Commerce group in 
1960 provided for the stationing of a North Korean trade representative in 
Vienna. In the spring of 1~63, a North Korean delegation which visited several 
La.tin .American countries unsuccessfully requested permission from the Uruguayan 
Government to open a consulate or a permanent trade office in Montevideo; 
ultimately North Korea was allowed to establish an "unofficial" office there. 

The Republic of Korea maintains three· permanent missions: at the United 
Nations in New York; at the European Office of the United Nations in Geneva; 
and in Tokyo. The Tokyo establishment, a large and active mission which 
fulfills ail the normal functions of an embassy, operates under somewhat 
unusual circumstances. The Republic of Korea has not yet established diplomatic 
relations with Japan and does not permit a Japan~se mission in Seoul. (The 
status of Japan-Korea normalization talks was the subject of RFE-6of January 
22, 1964). 

l/.. 
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UNCLASSIFIED Attachment 

-4-
International Relations Of The Republic Of Korea And North Korea 

(As of March 1, 1964) 

Notes: (1) Legend: 

-· --· -------"-ROK - The Republic of Korea, or South Korea; 
DPRK • -the Demo·c-z-atic Peoples Republic of Korea, ~he 

title used by the North Korean regime; 
X indicates recognition or some form of official 

representation; 
XR - indicates the presence of a resident diplomatic 

or consular representative of that coillltry in 
Seoul or Pyongyang. 

(2) Evidence of mutual recognition. or of an agreement to 
exchange official representatives is not always available. An indication 
on the part of one of the countries that it is prepared to recogn±ze the 
other is, in some cases, the only basis for the determination of ties. 

Recognition -
Not Necessarily 
Including Diplo­ Consular Other 
matic Relations Representation Representation 

Country '(ROK) (DPRK) (ROK) (DPRK) (ROK) (DPRK) Remarks 

Far East 

Australia XR X 

Burma X X 

Cambodia X X 

China (Nationalist) XR 

China (Communist) XR 

Indonesia XR 

Japan X X ROK has perma-
nent mission in 
Tokyo; no Japanese 
representation in 
Seoul 

Laos 

Malaysia X 

Mongolia XR 

UNCLASSIFIED 
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Country 

New Zealand 

Philippines 

Thailand 

Vietnam (South) 

Vietnam (North) 

Western Samoa 

Middle and East 

' Mgham.s.;an 

Ceylon 

Cyprus 

India 

Iran 

Iraq 

Israel 

i 
Jordan 

I. 
I Kuwai~I 
I 
! Lebanon 
I 
I 

NepalI 
l Pakista:r;
1 
' I 

Saudi Arabia 

illlCLASSIFIED 
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Recognition -
Not Necessarily 
Including Diplo­
matic Relations 
(ROK) (DPRK) 

Con
Represen
(ROK) 

sular 
tation 

(DPRK) 

X 

XR 

XR 

XR 

XR 

and South Asia 

X 

X X 

X 

X 

X 

X 

Other 
Representation 
(ROK) (DPRK) ·Remarks· 

-=-

X Trade office 

Agreement to 
establish relatioru 
(10/62) 

UNCLASSIFIED 
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Recognition -
Not Necessarily 
Including Diplo­ Coneula.r Other 

Country 
matic Relations 
(ROK) (DPRK) 

Representation 
(ROK) (DPRK) 

Representation 
(ROK) (DPRK) Remarks 

I.I 
:1 

Syrian Arab Republic X Agreement to 
establish relations 
(ll/62) · 

Turkey XR 

Yemen X 

Europe 

Albania XR 

Austria X X "unofficial 11 

DPRK trade office 

Belgium X 

Bulgaria XR 

Czechoslovakia XR !J 

Denmark X 

Finland 

XR 

Germany ( FRG) XR 

Germany ( GDR) XR 

Greece X 

Hungary XR 

Iceland X 

Ireland X Mutual recog­
nition; no announ­
ced intention to 
exchange diplomats 

UNCLASSIFIED 
~------------------------·----------~ 
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Country 

Italy 

Luxembourg 

Netherlands 

Norway 

Poland 

Portugal 

Rumania 

Soviet Union 

Spain 

Sweden 

Switzerland 

United Kingdom 

Vatican 

Yugoslavia 

Africa 

Algeria 

Burundi 

Cameroun 

Central Afr.Rep. 

( 

UNCLASSIFIED 
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Recognition -
Not Necessarily 
Including Diplo­ Consular Other 
matic Relations Representation Representatiun 
(ROK) (DPRK) (ROK) (DPRK) (ROK) (DPRK) Remarks 

XR 

X 

X 

X 

XR 

X 
/ 

XR 

XR 

X 

X 

X 

XR X ROK Consulate 
General at Hong 
Kong 

XR 

X 

X ! 
I 

X 

X .Agreement to 
Exd1o.nge 
(9/63) 

diplomats 

UNCLASSIFIED 

PRESERVATIONCOP'l 
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Recognition -
Not Necessarily 
Including Diplo­ Consular Other 
matic Relations Representation Representation 

Country (ROK) (DPRK) (ROK) (DPRK) (ROK) (DPRK) Remarks 

- Chad X .Agreement to 
Exchange diplomats 
(8/61) 

Congo 
(Brazzaville) X 

Congo 
(Leopoldville) X 

Dahomey 

Ethiopia .. X 
---- ---- - ----· -

Gabon X 

Ghana 

Guinea X 

Ivory Coast X 

Kenya X 

Liberia X .Agreement to 
establish relation 
(2/60) 

Libya 

Malagasy Republic X 

Mali X 
ii 

Mauritania X Agreement to 
exchange diplomats
(8/62) 

Morocco X 

Niger X Agreement to 
exchange diplomate
(9/63) 

Nigeria X 

PRESERYATIO.NCOPY 
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Recognition -
Not Necessarily 
Including Diplo­ CcnauJ.a.r Other 
matic Relations Representation Representation 

Country (ROK) (DPRK) (ROK) (DPRK) (ROK) (DPRK) Remarks 

Rwanda X 

Senegal X 

Sierra Leone x 
Somali Republic 

South Af'rica X Mutual recogni­. r· 
;. tion; no announced 

intention to ex­
change diplomats 

Sudan 

Tanganyika 

Togo X 

Tunisia 

U.A.R. X X 

Uganda X X Uganda announced 
that it would re­
cognize both ROK 
and DPRK 

Upper Volta X 

Zanzibar X 

Western :Icmisphere 

Argentina X 

Brazil X 

Canada X Agreement to es­
tablish relations 
( 1/63) 

Chile X 

UNCLASSIFIED 
. ··-· - ·-·-··-------------------------------- ·- ·-- --
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Country 

Colombia 

Costa Rica 

Cuba 

Dominican Republic 

Ecuador 

El Sal vaa.o:i.~ 

Guatemala 

Haiti 

Honduras 

Jamaica 

Mexico 

Nicaragua 

Panama 

Paraguay 

Peru 

Trinid.rv'i 

United States 

Uru;uay 

Venezuela 

C 

-.. -UNCLASSIFIED 
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Recognition -
Not Necessarily 
Including Diplo­ Consular Other 
matic Relations Representation Representation 
(ROK) (DPRK) (ROK) (DPRK) (ROK) (DPR1<:) Remarks 

X 

X 

XR 

X 

X 

X 

X 

X Agreement to 
establish relation: 
(9/62) 

X 

X 

X 

X 

X Agreement to 
establish relationi 
(10/62) 

X 

X Agreement to 
exchange diplomats 
(4/63) 

X 

XR X 

X X 11Unof'f'icialttDPRK 
trade ::,-,~-:.ce 

X 

UNCLASSIFIED 
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THE WHITE HOUSE OFFICE 

ROUTE SL~P ,_ ✓.; 

"~·-) -~ (To Remain With Correspondence) 
~)-~/ 

PROMPT HANDLING IS ESSENTIAL. ~:] 0 Mr. Bundy 
WHEN DRAFT REPLY IS REQUESTED 
THE BASIC CORRESPONDENCE MUST 
BE RETURNED. IF ANY DELAY IN 
SUBMISSION OF DRAFT REPLY IS 
ENCOUNTERED,PLEASE TELEPHONE 
OFFICE OF THE SPECIAL ASSISTANT. 

Date March 5, 

r ~ OM THE SPECIAL ASSIST ANT Senator Scott 

ACTION: Comment ______ _ 

Draft reply __________ _ 

For dh:'ect reply _________ _ 

For your information _______ _ 

For necessary action_. _______ _ 

For appropriate handling XXXX 

See below ___________ _ 

Remarks: 
Since Senator Scott recently complained publicly about not receiving 

a reply from the White House to a letter regarding the Genocide Convent ion, 
this letter is being referred to you for further reply. Attached is my 
correspondence with Congressman Murphy to which he referred. 

GPO :&4-1U6H 

By direction of_ the President: 

Lawrence F. O'Brien 
Special Assistant 
to the President • 

1AR 9 1964 



EDITH V. SKINNER 

WASHINGTON, D.C. 

P'ER&ONAL ASSISTANT 

l-;:...;c;(--1S 'OTT ROBERT L. KUNZIG 
?lc,J,.~YL.VANIA ADMINISTRATIVE A81il&TANT 

March 3, 1964 

I< 

Mr. Lawrence F. O'Brien 
Special Assistant to the President 
The White House 
Washington, D. C. 

Dear Larry: 

With reference to your letter of January 21, to 
Representative John M. Murphy, I was included in the 
delegation which attended the Inauguration of President 
Park last December. We went as guests of the Government 
of South Korea. 

I had an excellent opportunity to review our 
situation in Korea with many Americans and Koreans. I 
am personally convinced that the withdrawal of any of our 
combat forces would be a crushing blow to the South Korean 
Government and would damage severely the regard in which 
the United States is held in that country. Moreover, I 
am certain that it would greatly encourage the Communist 
forces should there be any evidence of a loss of interest 
or a loss of fighting power contributed by us to keeping 
this government free. 

I have seen our men and the Koreans at th~ front lines, 
and their morale is excellent and cooperation superb. 

I would think in caosing some logistic bases in this 
country, it may become nece.ssary to narrow somewhat the 
personnel involved in purely logistic and supply bases over­
seas, but I earnestly urge the President to carefully con­
sider the importance of our fighting forces which, after all, 
represent only a small percentage of those who stand with 
arms against the Communists in South Korea. 

Yours 

Hug Seo 
U. S. Se 

cordiall 

HS:bes 
cc: Honorable John M. Murphy 



Dear Senator: 
• if," 

Thank you for your letter of March 3 •. 
.. ,' ◄ , 

Your interest 1n presffltlna yom­
racom.menutions with re,;ard to our 
fo~ces in South Korea is appreciated, 
and the contents of your letter will b• 
made available for the President'• 
consideratiCNi. 

Sincerely yours. 

Lawrence F. •O'Brien 
Special Assistant • 
to the President 

Honorable Hugh Scott 
United State-s Senate 
Washington. D. C. 

jl/ncza 

,,. 
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January f-';.//VJ._. 

Dear Congressman: 

The President bas asked me to thank you £9r < 
. . '\' 

your letter of January 16 regarding the •is- . :" 1 

cussions you had witb officials 0£ the South ,. -··.·t: . .'· . .' • •,., , 
Korea·n Qovernment at the inauiutatlon of 1,:'·-: '':'°",~ 
President Park, 
~H«~ 

The President appreciates your kind offer to 
come by and share with him yo\1r views on Korea. 
Because of the heavy ech.edute· to which he is 
already committed. however, we have been un-
able to ~rranie an appointment at this time~ li 
you will eend to tke President a memorandum· 
summarizin& your cocversations with 
of!ic.lala, it wilt receive his careful 

Sincerely yours·, 

I ' 

tbe .Korean 
attention. 

La.wreaci;, F. O'Brien 
Special Assistant 

.to the Prestdent ••1• 

i~ 
Ho11erable John M. M11rphy 
House of Representatives 
Washingtoo. D. C. 

\ ...._ 
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THE WHITE HOUSE OFEICE •',!',·.-1~"?,.cc-1',r,i:,,•;r,,. 

ROUTE SLIP : .' 
(To Remain With Correspo_~dence) • 

-:$,,. • ' 

PROMPT HANDLING IS ESSENTIAL.
TO Mr. Forreatal WHEN DRAFT REPLY JS REQUESTED 

THE BASIC CORRESPONDENCE MUSTNational Security Council 
BE RETURNED.IF ANY DELAY IN 
SUBMISSION OF DRAFT REPLY JS 

'£0:S lZ◄ A ENCOUNTERED,PLEASE TELEPHONE 
OFFICE OF THE SPEOAL ASS/ST ANT. 

FROM THE SPECIAL ASSISTANT 

___ ...,Y...,X...,X----For your information 

For necessary action _______ _ 

For appropriate handling._.::.==.:::::..:..;.:;,;_;=.,~.. 
) 

See below __ -_,,__ .:.:X.:..:X:..!::X~----

Remarks: 
Forwarded at suggestion el' Balph Dungaa. 

GPO 111-71.UH 

By direction ·of the President: 

.... 
' . • -

Lawrence F. O'Brien 

O· • I Special Assistant 
to the President 

PRESERVATIONCO~Y 

https://111-71.UH


-' 
JOE,N M. MURPHY 

16,ri,NcwY-

,.........,,'\ :-\_. ;.: ..... -
ADMINISTRATIVE ASSISTANT;

7 1964 ANTHONY GAETA 

LEGlau.TIVII ASSISTANT, 

COMMrr'T&E8r ELAINE A. KOVESSY 
MERCHANT MARINE ANO P'ISHERIES 

KCRETAIIJ&S: • 
PUBLIC WORK& <ieongress ts>tatesof tbe Wnittb HD.EN R. SMITH 

WILLIAM LYNCH 
IIAIIIIIAIIA LEWllil 11,ou~eof 3&tpre~entatibt~ 
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January 16, 1964 

THE \'!Hll t HOUSc. 

J.~N17 9 45 AM'6ll 
Honorable Lyndon B. Johnson REC ElVED 
President of the United States 
The White House 
Washington, D. c. 

Dear Mr. President: 

From 14 December through 19 December, I participated 
in the inauguration of the new South Korean President Park, 
along with Senator Hugh Scott of Pennsylvania, Rep. Frank 
C. Osni.ers of New Jersey, Rep. William G. Bray of Indiana, 
and :Etep. Lucien N. Nedzie of Michigan. 

Throughout this period we discussed in detail with the 
various Korean officials, the problems of that country and 
the United States assistance in resolving these problems. 

The above Representatives assured the Korean officials 
the.t we would bring these problems to your attention upon 
our return to the United States, and we would be delighted 
to discuss them with you at your convenience should you deem 
it appropriate. 

Sincerely yours, 

,,,.~ 
M. ~HY/ f 

Member of Congress 

JMM:hs 
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A. I.n.· Strategy for Korea 

I. ·Objectives 

The basic U.S. objective is the maintenance of an 
independent Republic of Korea, resistant to subversion and, with U.S. 

• assistance, capable of deterring or repelling renewed Cotmnunist aggression. 
Related objectives a.re the development of a stable, democratically oriented, 
and increasingly sel.f-reliant nation in the creation and defense of whic~ 
the u.s. has been deeply involved. u.s. support enables the Republic of 
Korea (ROK) to maintain a major military force serving U.S. security 

•.·,:interest in Northeast Asia,· and to meet an otherwise unmanageable 
balance of payments gap. Economic growth by at least 5'1,annually is 
sought to strengthen Korea against Communist econonm competition and 
subversion and to create a stronger and more nearly self-sustaining 
economy. ,Economic aid levels a.re carefully designed to both reduce the 
u.s. burden in Korea and, at the same time, foster expanded Korean self. 
reliance. 

II. Country Circumstances 

Movement toward the long-term goal of a self-sustaining 
Korean economy is limited by the heavy burden of a ROK6oo,.ooo.ma.n 
military establishment. Proposals that the U.S. negotiate at the proper 
time with the ROK Government for a phased and substantial reduction of 
active ROK military forces a.re under consideration. Force reduction 
would contribute to our ability to bring about increased sel.f-support 
and reduced U.S. balance of payments support. 

T:1e failure to achieve significant economic growth and to 
reduce massive unemployment and under-employment has contributed sub­
stantially to political unrest in recent years. The long-term outlook 
for economic development in the ROK has improved, however, as a consequence 
of ne¥ elements in the Korean situation, including greater Korean Government 
interest in economic development and export promo!iion and the prospects of a 
Korean-Japan settlement, which promises a strong impetus to investment and 
trade as well as direct Japanese aid. We will continue to seek achievement 
of a ROKG-Japan settlement, hopefully sufficiently early to permit the flow 
of Japanese capital by the end of 1964. In the near future, and possibly 
over a period of several years, however, the internal political situation 
may have an adverse effect on the progress of the economy. 

Korean economic development requires basic changes in current 
ROK attitudes, both public and private, and the develol>Jllent of policies 
and institutions &re needed to gear the economy to a realistic long-range 
program. Such changes are needed to generate savings, to encourage and 
expand private enterprise and to enable the reOnO!llYto function efficiently, 
without undue political interference. 

CROOP3 
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The \l!lderlying econom.ic problem (with powerful political 
overtones) confronting the ROK today is the need to restrain internal 
cop.sumption while achieving a substantia~ ·higher rate of domestically 
financed investment and pushing hard on the export drive, all within a 
realistic assessment of total resources and a relatively stable economy. 
Consunrption has increased. over the past year despite reduced U.S. aid 

I, 

programming. Tb.is has been made :possible not only by increased domestic 
output, but also by use of the aid :p.ipeline and by a sharp drawdown in ,....,·~ 
Korean-owned foreign exchange, neither of' which expedients can be tapped" 
much further. .Accustomed to high aid levels, the ROKGis loathe to take• ... 
the steps necessary t0 restrain consunrption within tight resource avail- ••. 
abilities leaving a margin f'or the demands of investment. 

ROKGpolicies have resulted in an overvalued currency, 
inflationary pressure and increas~d iI111>orts, causing foreign ~xchange . 
reserves to decline from $212 million in February, 1962 to $108 million 
in October, 1963. Tb.e exchange rate problem has been mitigated by the 
export-in:q)at link system introduced in 1963, whi.ch in effect created a 
free market rate for exports and KF'X-financed imports. Under strong 
U.S. pressures the ROKGhas taken steps to ease domestic in:flationaiy 
pressures, but these are not yet under control. With the present 
inflation and decline in reserves, an adjustment in the exchange rate 
is inevitable. 

In addition to halting inflation and the foreign exchange 
~losses, there is need for a rationalization of internal prices consistent 
'with, and resulting from the necessary curtailment of imports for consumptbn. 

• Effective price stabilization of food grains and essential imported materi~ls 
will undoubtedly be at a level substantially above the levels which the 

,.ROKGis presently seeking to maintain. 

With the population increase running ahead of the expansion 
of food production ever since the .Armistice, the achievement of food 
self'-sufficiency (a basic operational objective of' the aid program) 
will be a multi-year effort, hinged in large part on the introduction 
of balanced fertilizers and other iuqlroved farm practices. In the mean­
time, periodic preoccupation with food problems constitutes a deterrent 
to stabilization efforts and exaggerates demands for PL 480 deliveries. 

The task of adjusting consumption and investment to a 
• realistic assessment of available resources and requirements of economic 
growth calls for action: '.\ 

https://econom.ic
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(a) containing demand for consumer goods, thus 
pushing more productive capacity into export activity 
and reducing consumption inq>orts; 

(b) diverting more indigenous resources from 
consumption to productive investment; 

(c) stabilizing prices, with especial attention 
to control of budget deficits,,and excessive credit 
expansion. 

III. A.I.D. Strategy. 

1. Develop a long-range analysis of total resource 
availabilities and practicable economic goals as a basis for A.I.D. 
decisions, and assist the ROK Government effectively tp manage the 
utilization of scarce resources by preparing and implementing a 
satisfactory economic development plan. 

2. Gradually reduce aid funds for maintenance of the 

·: . economy and increase funds for development as warranted, thus transferring 
to the Koreans more and more responsibility to sustain themselves. ·In 
addition to DL projects, it may be desirable to consider program ioans 
for developmental comuodities should such loans appear to be a usefultI instrument for furthering the emphasis on sound develgpment. The re­
ductions in Supporting Assistance from $181 million ~in FY 1961 to 
$80 million in FY 1964and to $75 million in FY 1965, in line with the 
Mansfield Amendment, have been designed to implement this strategy and 
put increasing pressure on Korea to continue to expand its ownearnings 
of foreign exchange, use its foreign exchange increasingly on imports of--­
essential commodities and capital goods, limit its im_ports of consmner 
goods, and responsibly manage its internal budget. To this end,.the • 
level of Supporting Assistance should not be determined by BOK budgetary 
requirements, but based upon a determination of unmet and essential :iJ!I_port 
requirements.- It must be released incrementally pending an evaluatioh of 
ROKGperformance, primarily in connection with the planning and use of. 
its o-;m foreign ex~arg e and containment of inflation. 

':J Includes $10.million project support, $15 million Section 4o2,·and 
$20 million stabilization fund. 

. . 
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3. Insist u~on the creation of and adherence ~o a.• ··:. ,,.·' ' • J 

. , . stabilization program controlling money supply, ROKGbudget deficit, 
credit to the economy and KFX drawiown, with the objective of balanced 
internal and external accounts. Since the A.I.D. strategy of gradual 
reduction in Supporting Assistance must face the possibility that the 

~ Koreans will not trim their plans to available resources and will continue,.
;. to experience severe inflation, A.I.D. will continue to warn the ROKGthat 

• f _ violation of the stabilization program will not justify increased U.S. 
balance of payment support. In the event of severe inflation, A.I.D. 
will withhold development lending as a further means of support for 
this program. In connection with stabilization the USG should at the 
earliest appropriate time urge the ROKGto establish a realistic rate 
of exchange which can be accepted. by the IMF as par value. At a minimum-
we should insist that local currency generation under PL 1i80 ~nd SA 
should reflect market values. 

4. Einphasize ROKGdevelopment of attitudes and policies 
which will be conducive to private sector development. A.I.D. will 
c::mtinu~ to lay stress on (a) an increased role f_or private,' including 
foreign, investment and a reversal of the sharp rise following the military 
revolution in the proportion of investment going into the public sector; 
(b) increasing savings and domestically financed investment; (c) moderni­

.. ,, :. .. ' ........ zationaf' the existing banking and· credit system and qevelopment of incen­ ., , 

tives to private capital formation; and (d) the development of improved 
· accounting, entrepreneurial and managerial abilities. ~ese objectives 
•are sought by direct negotiations, service trainingUSOM/ROKG by amtis.ory 
contracts financed by Development Grants, and by self-help "strings" 
on our aid. 

5. Strengthen Korea's economy by interrelating efforts to 

• ,) encourage the developmant of appropriate manufacturing 
industries in the private sector; because of Korea's shortage 
of natural resources, Korea's economic viability will depend 
in the long-run on adding value to largely imported materials 
and exporting semi-manufactured and finished goods; • 

b) ,encourage the development of medium and small scale, 
labor-intensive private enterprise to make use of Korea's 
underemployed but industrious and literate labor force; and 

4) seek to assure that crucial economic development 
o~jectives are served by the Korea-Japan settlement. Such a 

•settlement is expected to bring in substantiaJ. Japanese private 
and, after a time lag, official capital which a U.s .. -influenced 

:•, 
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Korean economic development program should channel into 
. the fields indicated in subparagraphs (a) and (b) above, 

• • so that it will not be wasted in the financing of consumption. 
A.I.Do should develop now its strategy for achieving maJC:imum 
coord.ination of U.S. and Japanese assistance. As early as is 
feasible, steps should be taken to elicit cooperation from ' .. ......:...,...
both the Korean and Japanese Governments to assure the 

i . channeling of Japan's assistapce into programs and projects 
that will contribute to genuihe economic development in Korea, 
in effective coordination with U.S. assistance. 

. ' '. 

• .-• I60 Assist the ROK to achieve self'.:.sufficienc-y in food by 
of 

.---:-· ·.···.~,-.·continuing to emphasize Government policies aimed at rationalization 
land use and provision of adequate pricei, crea.it and fertilizer for the 
farmer. PL 480 food imports will be limited to need, with precaution that 
such imports neither discourage agricultural development nor respond to 
ROKGdesires for excessive local currency generation or for satisfaction 
of consumer preferences for imported rather than indigenous grains. 

7. Continue to encourage other capital sources to assist. 
Korea on concessional terms while using the U.S./ROK agreement which 
provides for consultation on ROKGuse of its foreign exchange and, .if 

: J, necessary, a curtailment of Development Lending to k~ep short-term 
'\ I•conmdtments within Korea 1s capacity to repay. Following a settlement .with Japan, A.I.D. will work towards DAC participation in Korea's • " 

' ' 
development. 

8. Encourage the most appropriate allocation of total 
resources, both Korean and U.S., between the 4ual requirements of defense 
and economic growth by 

a) endeavoring to hold the over-all size of the 
ROKGmilitary defense budget to the lowest levels compatible 
with U.s. -strategic objectives; this size should be considered 
in an over-all context of control of inflationary pressures. 
and the competing demands of other sectors of the budget,· 
which consideration may require some reduction in the real 
level of the military budget; 

b) abandoning as soon as feasible the allocation of 
local currency su)?por·t between these purposes and insisting 
at the same time on U.S. review of the entire ROKGbudget; and 

" 
c) requiring in the interim the ROKGto absorb any 

e:qiansion of local costs in the military budget, ex~ept those 
increases resulting from charges in u.s. policy, which should 
be considered as they arise. • 

.-:,~ 
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A.~.D. recognizes that the desired measure Of development 
•requires relatiye political as well as economic stability, Political 

---

developments in the com.i.ng months may create conditions which will 
require adjustmants in the aid strategy. In case of threat of renewed 
insurgency, the U.S. may also have to review this strategy • 

.. . 

IV. Funding Implications in FY 1964 and 1965 

The funding implications of this strategy· support our 
. 

plans 
•{

• 
for the follow:lng approximate assistance levels: 

For FY 1964, $80 million in Supporting Assistance (FY 64 
OYB dated 1/2/64 provides $66.2), $40 million in Development wans, 
_and $5,3 million in Development Grants (including Civic Action). 
(A.I.D. is also requesting a PL 480 program of $70 million under Title I 
and $12 million under Title I[ and III.) 

For FY 1965, $75 million in Supporting Assistance, $30-45 
million in Development loans, $5.3 million in Development Grants . 
(including Civic Action), $70million in PL 480 Title I sales and $13.4 
million under Title II and III. Title I deliveries will be evaluated 
and determined in accordance with section,II, paragraph 6 above. The 
actual value might range from $60-90 million. 

The decision has been made to resume in FY 1964 the. transfer • 
to ROKGfinancing of a total of almost $40 million of consumables now 

. funded in the MAP, accomplishing the transfer by 1970. If an accelerated 
program is adopted, it might require some upward revision in assistance 
levels. 

V. Program 

The. Development Loans and other capital funds are currently 
focused largely on infrastructural growth (~ewer, transportation, 
conmrunications, etc.) and on industries which will save foreign exchange, 
e.g., fertilizer, with most loans going to governmental entities. However, 
A. I.D. hopes to place increasing emphasis on the private sector. F'or 
example, A. I.D. has been working in detail with the Korean Reconstruction 
Bank, a development bank funded in large part with DLF and counterpart loans, 
to assure its use of acceptable banking principles, and expects in FY 1964 
to fund a major advisory contract. It will also encourage foreigrl, 
particularly u. s., private investment. A. I.D. ·also intends to stimulate 
the identi:fication and presentation of sound projects, _the shortage of 
which has hindered ROKGdevelopment plans. • -- --·--- • 

https://com.i.ng
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The Development Grant program is being used to strengthen 
ROKGmanagement capability and :Performance in essential fields of in-
vestmept ared.it, power production and d1str1but,ion, industrial development, 
monetary and fiscal policy, tax administration, export promotion, and planning 
resources use. Additionally, technical assistance is being provided in 
vocational education, agriculture and fisheries, minerals and coal 
exploration,· pul)lic administration,' and to a very _limited degree it{ 
public health, poJice administration, housing a.nd connnunic~tions.: 

• • . \. ·,· ;\'-~·;,.
\·· 
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1964 

~----
, dated 

10 February 

MEMORANDUM FOR MR. FORRESTA____..;._ _______ 

Attached is JCS document JCSM 101-64 

6 Feb 64 , which may be of interest to you. As Mr. Bundy 

directed on 19 November, please read this document for "back­

ground only, 11 in the sense in which the press understands that 

term. Any compromise of source could dry up this potentially 

useful channel of information overnight. 

Please return the attached document to Smith, Room 376A 

EOB, in a sealed envelope, not later than 14 February 1964 

W. Y. SMITH 

Attachment 
a/s 

FEB 1 3 l~b4 
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THE JOINT CHIEFS OF STAFF 

WASHINGTON, D.C. 20301 

JCSM.101-64 
6 February 1964 

MEMORANDUM FOR THE SECRETARY OF DEFENSE 

Subject, Time Required for Reduction of Force• in Korea (U) 

1. Reference ta made to JCSM-989-63, dated 16 December 1963, 
which forwarded an outline plan relating to the withdrawal o:f one US 
dtvt,ion (12,600 men) from Korea and reduction of 50,000 ROK Army 
and Marine £ore ea. The outlined plan included a time-phasing which 
would require 24 month• £or accomplishment. 

2. Further study of the time required to complete the forca adjuatmont• 
ha■ been conducted to determine if the ecbedulo could be compreesed. 
Period■ of 24, 18, 12, and 6 months have been examined. Tho .AppendlJC 

• to thia memorandum contain• a review of the rxlajor time factor• whi'cb 
would have an impact on the proposed reduction• and the advantages and 
diaadvantagee of accomplishing the fo:rce adjuotment1 in the time ,period• 
above. 'l'hte review b predicated on the aosumptlon that provieton lor 
the neceeeary .funds which are not now programmed will be made at the 
time of decleion and that a aignificant amount of division equipment wlll 
remain tn Korea. 

3. A• a reault of the study, the Joint Chiefs of Staff have concluded 
that: 

a. An orderly phaaed reduction could be accompliahed in 
24 month•. 

b. A reduction could be accomplished in 18 n1onths. but thi• 
would incur disadvantages associated with reorganization, equipment 
,ihortagea, and atoraga problen.,,a. 

DOWNGRADEDAT 12 YEAR Copy l of 2 / copies each S[Gft[f""fQP 
INTERVALS;NOT AUTOMATICALLY ot 2 pages se:ries_ 8 -- -, 
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c. Although lt would be po■ alble to complete the propo■ ecl 

reduction of force ■ in tea ■ than 18 month ■, the dleadva.ntago1, 
which ■tom from reduced combat capabtltty and equipment, ■ tora1e, 
reorganiaatton, and political problem ■, outweigh the advantaa••· 

4. The Joint Chtef1 of Staff concluded that 24 month• i• the optimum 
period to permit the moat orderly withdrawal of US force• from Korea 
and a reduction of ROK tore••• If a declelon la made to reduce fore•• 
ln Korea at a more accelerated rate, they .recommend that a minimum 
of 18 month• from the d•te of decision be allowed for completion. 
Con1lderlng only th• US dlvi ■ lon, •hould the dec:t•ton be. nu.de that no 
•lgnificant amount of lt• equipment would be left in Korea, the US 
dlvl1lon could be withdrawn in 12 month,. 

For the J otnt. Chl•f• of Staff& 

Signed 

J. W. DAVIS 
Rear Admiral, USN 

Deputy Direct0r, Joint Staff 

Attachment 
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APPENDIX 

TIME REQUIRED FOR REDUCTION OF FORCES IN KOREA (U) 

1. General 1 

a. On 16 December 1963, the Joint Chiefs of Staff 2 

forwarded a plan for US/ROK force reductions in Korea to 3 

the Secretary of Defense. This plan provided for the with- 4 

drawal of one US Division (12,600 men) and a reduction of 5 

ROK forces by 50,000, both to be accomplished over a 24- 6 

month period. 7 

•b·. The outline plan included the following time schedule 8 

for US/ROK force reductions in Korea (preceded by a request 9 

for emergency funding action by the Department of the Army): 10 

(1) January/February 1964 - Notify ROKG of planned 11 

reductions. 12 

(2) June 196l~ - Commence construction for pre- 13 

positioning storage in Korea. 14 

(3) June 1964 - ROKA& ROK Marine Corps commence 15 

force cuts totaling approximately 3000/month, by 16 

attrition to total of 50,000 end CY 1965. 17 

(4) January 1965 - Commence rehabilitation of 18 

relocation site. 19 

(5) April 1965 - Commence phase out of KATUSAs from 20 

US division scheduled for withdrawal. 21 

(6) August 1965 - Complete rehabilitation of 22 

relocation site. 23 

(7) September 1965 - Complete delivery division 24 

equipment to relocation site. 25 

(8) September 1965 - Complete prepositioning storage 26 

construction in Korea. ·27 
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(9) October 1965 - Commence withdrawal US division 

to relocation site. 

(10) October 1965 - Complete phase out of KATUSAs from 

departing US division. 

(11) December 1965 - Complete withdrawal of US division. 

(12) December 1965 - Complete ROKA force reductions. 

c. On 26 December 1963, as a result of a discussion with 

the Assistant Secretary of Defense (ISA), the Chairman, 

Joint Chiefs of Staff, requested that a study be prepared on 

the timing of the above force reductions in Korea to estab-

lish a schedule for compression of the reductions in the 

minimum time consistent with orderly action. 

d. The following study examines the pros and cons involved 

in effecting the contemplated force reductions in 6, 12, 18, 

and 24 month periods. 

2. Assumptions 

The following assumptions have been made in developing 

the study: 

a. Provision for necessary funds will be made at the 

time of decision. 

b. The rehabilitation of the relocation site, to be 

recommended by the Army, will not be a limiting factor. 

c. A significant part of divisional equipment will remain 

in Korea. 

3. Major Limiting Factors 

The major limiting factors involved in effecting US/ROK 

force reductions are: 

a. Time required prior to the withdrawal to make necessary 

adjustments in tactical deployments along the DMZ and in 

command/control arrangements for remaining US/ROK forces. 

b. Time required to construct storage facilities in Korea 

for equipment to be prepositioned. 3~ 

~P SEC:£► 2 Appendix 
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c. Time required to fund for and replace long lead time 1 

items of equipment left in Korea whj_ch are not available 2 

from authorized War Rese1 .. ves, including pipeline assets. 3 

l~. Discussion of Major Limiting Factors 4 

a. A reorganization of forces deployed along the DMZ will 

be necessary if one US division is withdrawn and two to 6 

three ROKA divisions are inactivated. This would involve 7 

changes in division areas of responsibility, changes in the 8 

command structure within the United Nations Command and 9 

probably activation another ROI<A field army headquarters.Qf 

It is estimated that after arran~ements are completed with thel~ 

ROK government about a year would be required for the ROK 14 

Army to organize, train, and equip a field army headquarters 13 

and assume responsibility for the I Corps (Gp) Sector, and 14 

to accomplish the other changes indicated above. This time 

could be reduced by accepting a 1-Jwer defensive posture 16 

uith the attendant increased risk. 17 

b. Based on ult:l.mate total c-Jst., which includes mai.nte- 18 

nance and security considerations., the optimum type of 19 

storage facilities for the prepositioned equipment to be 

left in Korea would J.nclude dehumidified buildings. It is • 21 

estimates that construction of stora8e facilities would 22 

require approxirra tel~ 7 24 months. Temporary storage facili- . 23 

ties could be used in the interim but maintenance and 24 

security requirements would be increased greatly during 

this period. The minimum time required to store the equipment26 

in temporary storage is estimated at four and a half months. 27 

The Army is c::>nsidering other alternatives to storing the 28 

equipment in Korea. 29 

c. Preliminary 1\rmy studies ind:Lcate that the Army would 

prefer to statj_on t;.1e infantry di v:i.sion withdrawn from Korea· 31 

in Alaska ( absorbing the separate brigades now in Alaska), 32 

with one brigade at F::>rt Lewis, Washington. 33 

No major rehabilitation or new construction of 34 

-.ep §59BW:-- 3 Appendix 
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troop housing would be required; therefore, troops could 1 

be received within approximately 45 days of decision date. 2 

No on-post family housing is available for the increased 3 

strength at either location. CINCAL concurs in the 4 

desirability of stationing the redeployed division(-) in 

Alaska. In the event a decision is made to withdraw a 6 

division, the Joint Chiefs of Staff will recommend a 7 

relocation site after consideration of the recommendations 8 

of the Chief of Staff, US Army. 9 

d. The divisional equipment left behind -in Korea in 

prepositioned status should be replaced by the time the 11 

division is re-settled at its new location. Procurement of 12 

short lead-time replacements items would require 12 months. 13 

Long lead-time replacement items (electronic equipment) 14 

would require 24 months. Although some items will be 

available from authorized War Reserve Stocks including 16 

pipeline assets other items may have to be procured. 17 

5. The spread sheet in the attached Annex lists advantages 18 

and disadvantages of four time periods for the proposed with- 19 

drawal/reductions: 24 months, 18 months, 12 months, and 

6 months. 21 

6. Conclusions 22 

a. An orderly phased reduction could be accomplished 23 

in 24 months. 24 

b. A reduction could be accomplished in 18 months but 

this would incur disadvantages associated with equipment 26 

procurement and storage problems. 27 • 

c. Although it would be possible to complete the proposed28 

reduction of forces in less than 18 months, the dis- 29 

advantages, which stem from reduced combat capability and 

equipment shortages, storage, reorganization, and political 31 

problems, outweigh the advantages. 

"!'.'RR§BQfll@- 4 Appendix 



4'Qf -srsw 

7. If a decision is made to reduce forces in Korea in less 1 

than 24 months, it is recommended that a minimum of 18 months 2 

from the date of decision be allowed for completion. A 3 

schedule for accomplishing the reduction in 18 months follows 4 

(DD=Decis1on Date; timing is indicated in months). Any delays 5 

caused by protracted US/ROK consultations and planning would 6' 

have to be added to the schedule. 7 

a. DD to DD+-2- US notify ROKG of planned US/ROK force 8 

reductions. 9 

b. DD+3 - ROKA and ROK Marine Corps commence force 10 

reductions totaling approximately 4000/mo to total of ll 

50,000. 1~ 

c. DD+4- Commence construction for prepositioning 13 

storage in Korea. 14 

d. DD+-7- Commence preparation of relocation sites. 1~ 

e. DD+ll - Commence phase out of KATUSAs from US 1~ 

division scheduled for withdrawal. 17 

f. DD+l4 - Complete preparation of relocation sites. 18 

g. DD+-15- Complete delivery of available division 19 

equipment to relocation sites. 20 

h. DD+l6 - Commence withdrawal of US division to 21 

relocation sites. 22 

1. DD+-16- Complete phase out of KATUSAs from departing 23 

US division. 24 

J. DD+-18- Complete withdrawal of US division to 25 

relocation sites. 26 

k. DD+l8 - Complete ROKA force reductions. 'Zf. 

'PAR§§QBE'l' 5 Appendix 



TIME TO·COMPLETE ACTION ADVAlfrAGFa DISADVANTAGE:3 
{Fran decision date) 

24 MOlffllS 1. Penni ts orderly 1d.thdrawal. of' US Division. l. Delays realization of' savings 

in DODexpenditures entering the 

International Ba.lance of Paymt!Jlts. 

2. Pemits orderly reduction of ROKforces. 

3. H.a.s least impact on EUSAcombat readiness. 

4. Has least political and economic ~e.ct 
\0 

on ROKG. 

5. Allows adequate time for construction of 

stcrage facilities in Korea. 

6. Allows adequate time to i:-e:_:;lacc items 

of eq,.rl1,ment left in Korea. 

7. Allows adequate time to organize, train, 

and equip new I Corps Sector ROKA • Headquarters. 

'. 



ANNEX 

TIME TO·COMPI:.ETE A<'-rION 
(From decision date) 

ADVAlfrAGFS DISADVANI'A.Gm 

18 MONTHS 1. Permits reasonably 

of' IB Division. 

2. Permits reasonably 

ROKforces. 

orderly 

orderly 

withdrawal 

reduction of 

1. Will not permit procurement cf' long 

lead-time items of Divi€ion equipment 

'\-lhich are not ava:Liabieout of .authcl.-ized 

V.9ol"rese'.i.~es including i;ipe.line assets. 

2. Jay reg_u:!..~ O}leration without some 

·necessa:;,r equip:nent for 6 months. 

3. Moderate impact 

4. Moderate impact 

economy. 

5•. Allows adequate 

and equip new I 

on EUSA combat readiness 3~-Prepo_Efltioning storage 

on Korean politics and. Itot be comp-1.eted prior 

a:.rdivision.· 

time to 1:1rganize, train, 

Corps Sector ROKAHeadquarters. 

facill tie& "W0uld 

to vi thdraweJ. 



ANNEX 

Time to COmplete Action 
(From decision date) 

Advantages Disadvantages 

12 M)l'fl'HS 1. Permits procure:ioont of short lead.­ 1. Creates adverse impact on Korean politics and 

time items of Division new equ:1:pment. economy. 

2. Al.lows time to organize, train, and equip 2. Will not permit procure:ioont of long lead-ti:ioo items 

new I Corps Sector ROKAHeadquarters. cf D1Via1on equipmenc which are not available frol,i 

authorised war reserves, in~luding pipeline assets. 

3. Me.y require operation without some necessary equipment 

for 12 i11021ths. 
co 

4. Pre·0ositicned stcrage facilities would not be completed 
prior to withdrawal. of division • 

.' 

) 

• 

" 



ANNEX 

~ To Complete Action Advantages Disadvantages
om decision date) 

6 MONTHS 1. Allows mximum saTing in OOD 1. Will have 1lll.XinlJm adverse impact on defense 

expenditures entering the Inter­ cape.bili.ty in Korea. 

national Balance of Payments. f
2. Allows ROKGto realize lIBXimum 2. Will not permit no?'B,:.l prccurci;-1ent cM .)quirnc,:1t -,:hict1 i:_: not 

saving in defense budget. cY :il· ble from nuthcrizea 1n r rcr.;crvec, ·1ncll1d1:,·: pi:reline L~ets. 

3. Will require maximum use o:f WaT Reserve St-:icks. 

4. Will require uaxi:n:mn use of temporary and outdoor 

0\storage facilities 1n Korea causing equipment deterioration. 

5. Will not permit time to provide a major ROKA 

Head.quarters :for use in I Corps Sector. 

6. Division probably not be f'Ul1y operational upon 

return to CONU3. 

7. Will have maximum adverse impact on ROKG politics. 

,..
' ' 
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// FAR EAST 

~ 4 .. Summary of Rusk/Pak Discussion in Seoul - -
Embassy Seoul reports that President Pak and Secretary Rusk touched 
on a range of international and domestic problems during their three­
hour conference January 29. Pak focused his prepared presentation 
on four major items: ROK security in light of recent FE developments; 
force levels and MAP transfer; the Korean economic situation and US 
aid; ROK-Japan relations. The level of US economic assistance to ROK 
was linked by Pak both to the problem of economic development and 
settlement of ROK-Japan relations. He requested US aid be kept at the 
present levels for the next 4-5 years during which time ROK would move 
toward economic self-reliance. To facilitate an early ROKG settlement 
with Japan, Pak specifically request.ed: (1) early agreement on PL 480 
grain imports and their timely arrival; (2) additional US aid in the order 
of $20-30 million to check the inflationary spiral and control labor dis­
putes; and {3) US assurance that aid.will not be reduced proportionately 
to Japanese assistance entering Korea under terms of the settlement. 
Rusk emphasized that external resources are only a fraction of the total 
ROK economy although a critical element in providing unavailable re­
sources. • He urged Pak to proceed, with two things in mind: (1) the US 
will not let Korea down; and (2) there are many ways, in economic terms, 
to skin a cat. He said he would look into the food problem, but pointed 
out there lire 100,000 tons of PL 480 grain now on the way to Korea. 
(SECRET) 

5. • Withdraw of French-Technical d in Vietnam a Dan er - -
Embassy/AID Saigon b ieve that the curr t deterioration in Franco­
Vietnamese relations cou result in wit rawal or departure of a por-
tion of the Frencl1- technica nd managct'rial comm-qnity and French aid. 
This would obviously affect tli fundaylental economic situation in Vietnam. 
CT urges that Washington give mi! thought to the extent to which we 
might be able to fill the gap left 1 French withdrawal, even though com­
plete withdrawal would be impro,.bab . (Confidential)

I 
I 

6. Lao Militar Bud /~ in, Violat n of December 24 Stabilization 
Agreements -- USAID Vie~ 1ane was infor ed by iMF Advisor Boushehri 
this 
FY 

week 
63/64, 

.that Phoumi sigded a copy 
which inste 7adiof being at 

of the R 
the level 

G military 
o 3,407.8 

budget for 
(millions) as 
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GENERAL 

1. 
- -

on US-Japan Joint Economic Committee Meetin s 
Transmitted mbassy Tokyo has transmitted summaries of the 
meetings of the U Japan Joint Economic Commi 1ttee held in Tokyo, 

1January 2? -28. (C fidential) , , / 

EAR EAST AND souTA ASIA 

2 . .,._Embass elhi Recommenqations on Use of US-Owned 
Rupees Requested -- Emb ssy New Delhi pas been informed that the 
Washington Post on Januar 25 carried ~rticles datelined New Delhi, 
January 20, describing the Em bas sy_/as faced with an embarrassment 
of riches - - unable to pay dri rs, re:ryts, or for travel and operation 
of Embassy fountains, -- while 319 million of US-owned rupees are 
presently available but which "B ~l~S cannot touch. " An article in the 
New York Times January 19, des /ibed Embassy's inability to expand 
its activities in lndia by spending l;1 eked rupee holdings because of the 
requirement that specific Congre.¢'si al appropriation in dollars is re­
quired to cover rupees drawn by/Emb ssy. At the time Ambassador 
Bowles was here .last Novembe:)i he spa e to a number of Congressmen 
and discussed generally the pl_'..oblem of e use of US-owned rupees and 
ways in which their use rpight. be increas d. The Department understood 
that Bowles intended to pull _,.together the r sults of these meetings and 
submit re'commendations fo·r a possible cou se of action in dealing with 
the US-owned rupee quest}tm. Such a proce re is still desirable and 
the Department· would app'reciate such recom endations soonest in view 
of the fact that State· bu 'et hearings are beginn·ng. (Limited Official Use) 

LA TIN AMERICA 

3. -----+-------- The Departm t has announced 
that Carlos Sanz de Santa Maria, Finance Minister of olombia, was 
elected Chairman f ,CIAP at a special IA-ECOSOC mee ing in Washington. 
Election of CIAP epresentatives followed. (Limited Offi: ial Use) 

-SECRET-





I. ·Objectives 

The basic U.S. objective is the maintenance of an 
independent Republic of Korea, resistant to subversion and, with U.S. 

·assistance, capable of deterring or repelling renewed Communist aggression. 
Related objectives are the development of a stable, democratically oriented, 
and increasingly self-reliant nation in the creation and defense of whic~ 
the U.s. has been d.eeply involved. U.S. support enables the Republic of . 
Korea (ROK) to maintain a major military force serving U.S. security • 
interest in Northeast Asia,· and to meet an otherwise unmanageable 
balance of payments gap. Economic growth by at least 5</,annually is 
sought to strengthen Korea against Co!IlIIIUnisteconomb competition and 
subversion and to create a stronger and more nearly self-sustaining 
economy •. Economic aid levels a.re ca~efully designed to both reduce the 
U.S. burden in Korea and, at the same time, foster expanded Korean self .. 
reliance. 

II. Country Circumstances 

Movement toward the long-term goal of a self-sustaining 
Korean economy is limited by the heavy burden of a 6oOTOOO-manROK 
military establishment. Proposals that the U.S. negotiate at the proper 
time with the ROK Government for a phased and substantial reduction of 
active ROK military forces are under consideration. Force reduction 
would contribute to our ability to bring about increased sel.f-support 
and reduced U.S. balance of ~ayments support. 

T:,e failure to achieve significant economic growth and to 
reduce massive unemployment and under-employment has contributed sub­
stantially to political unrest in recent years. The long-term outlook 
for economic development in the ROK has improved, however, as a consequence 
of ne;r elements in the Korean situation, including greater Korean Government 
interest in economic development and export promo~ion and the prospects of a 
Korean-Japan settlement, which promises a strong impetus to investment and 
trade as well as direct Japanese aid. We will continue to seek achievement 
of a ROKG-Japan settlement, hopefully sufficiently early to permit the flow 
of Japanese capital by the end of 1964. In the near future, and possibly 
over a period of several years, however, the internal political situation 
may have an adverse effect on the progress of the economy. 

Korean economic development requires basic changes in current 
ROK attitudes, both public and private, and the development of policies 
and institutions are needed to gear the economy to a realistic long-range 
program. Such changes are needed to generate savings, to encourage and 
expand private enterprise and to enable the a!Onomy to function efficiently, 
without undue political interference. 

' DECLASSIFIED 
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' ' ,- ,' t • ~ •'I'he \J.Ilderlying economic problem {with powerful political 
overtones) confronting the ROK today is the need to restrain internal 
cop_sumption while achieving a substantially 'higher r·ate of a'.omesticaily 
f'IliMceif !nvestment and pushing hard on the export drive, all within a 
realistic assessment of total resources and a relatively stable economy. 

;. ' Consumption has increased over the past year despite reduced U.S. aid 
programming. This has been ma.de possible not only by increased domestic 
output, but also by use of the aid pipeline and by a sharp drawdown in ,,...;;:... 
Korean-owned foreign exchange, neither of which expedients can be tapped .,-.• "­
much :further. Accustomed to high aid levels, the ROKGis loathe to take :;..... : ., . 
the steps necessary t0 restrain consumption within tight resource avail- · ::_·• • • 
abilities leaving a margin for the demands of investment. •· .•, • 

.;;, ._, ' : 

,. . '";

ROKGpolicies have resulted in ·anovervalued currency, 
inflationary pressure and increas~d imports, causing foreign ~xcha.nge . 
reserves to decline from $212 million in February, 1962 to $lo8 million 
in October, 1963. The exchange rate problem has been mitigated by the 
export-impat link system introduced in 1963, which in effect created a 
free market rate for exports and KFX-financed imports. Under strong 
u.S. pressures the ROKGhas taken steps to ease domestic inflationar., 
pressures, but these are not yet under control. With the present 
inflation and decline in reserves, an ~d ustment in the exghange rate 
. is inevitable. • 

' ••. ', In addition to halting inflation and the foreign exchange 
·:·.-·· • ~losses, there is. need for a rationalization of internal prices consistent · • 
" ~t, ·' . •'with, and resulting from the necessary curtailment of imports for· consumptbn.

.'-'.··.· ...>.Et'fective price stabilization of food grains and essential imported materials,,:)'· 
.. : . .. ·., • .. •• will undoubtedly be at a levei substantially above the levels which the -'\?~ • 

• - ROKG is presently seeking to. maintain. , ,. ·" : .-. . . ~ •,, 

With the population increase running ahead of the expansion 
of food production ever since the Armistice, the achievement of food 
self-sufficiency (a basic operational objective of the aid program) 

.. ·, ! • 
will be a multi-year effort, hinged in large part on the introduction 
of balanced fertilizers and other improved farm practices. In the mean- . 
time, periodic preoccupation with food problems constitutes a deterrent 
to stabilization efforts and exaggerates demands for PL 480 deliveries. 

,,... The task of ad.justing consumption and investment to.a 
'realistic assessment of available resources and requirements of.economic 

growth calls for action:.· ' : .. ;,: .._:.:.·. . . . .>· 
•, : '•,.;: •. /' • •• ' • f ~ • .' .• ''·,:· 
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(a) containing demand for consumer goods, thus 
pushing more productive capacity into ex,port activity. 
and reducing coneUI!q)tion imports; 

(b) diverting more indigenous resources from 
consumption to productive investment; 

(c) stabilizing prices, with especial.attention 
to control of budget deficits,,and excessive credit 
expansion. 

III. A.I.D. Strategy. 

'•:, 
• .. I 

1. Develop a long-range analysis of total resource 
availabilities and practicable economic goals as a basis for A.I.D. 
decisions, and assist the ROK Government effectively to manage the . :·' '' -

' 
/' ' - ., ;utilization of scarce resources by preparing and implementing a 

satisfactory economic development plan. 

2. Gradually reduce aid frmds for maintenance of the 
economy and increase funds for development as warranted, thus transferring. 
to the Koreans more and more responsibility to sustain themselves. ·In 
addition to DL projects, it may be desirable to consider program loans 
for developmental comnodities should such loans appear to be a useful 
instrument for furthering the emphasis on sormd develqpment. The re­
ductions in Supporting Assistance from $181million ~ in FY 1961 to 
$80 million in FY 1964and to $75 million in FY 1965, in line ·with the 
Mansfield Amendment, have been designed to implement this strategy and 
put increasing pressure on Korea to continue tq expand its own earnings 
of foreign exchange, use its foreign exchange increasingly on imports of_:..:, 
essential commodities and capital goods, limit its inrports of consumer 
goods, and responsibly manage its internal budget. To this end,.the 
level of Supporting Assistance should not be determined by ROK budgetary 
requirements, but based upon a determination of unmet and essential import 
requirements. It must be released incrementally pending anevalu.atioh of 
ROKGperformance, primarily in connection with the planning and use of. 
its own foreign exc~arg e and contaimnent of inflation.· 

1::/ Includes $10,million project support, $15 ~llion'Section 4o2, 'and 
$20 million stabilization fund. 

• •,j:.. ' : ;, .,... 
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\•. .,: 3. Insist. u}?on the creation of and adherence 'tci a 
stabilization program controlling money supply, ROH;Gbudget deficit, 
credit to the economy e.nd KFX drawio"W'l'l, wit;h the objective of balanced 
internal and external accounts. Since the A.I.D. strategy of gradual 
reduction in Supporting Assistance must face the possibility that the 
Koreans will not trim their plans to available resources and will continue 
to eX]?erience severe :lnf'lation, A.I.D. will continue to warn the ROKGthat 
violation of the stabilization program will not justif'y increased U.S. 
balance of payment support. In the event of severe inflation, A.I.D. 
will withhold development lending as a further means of support for 
this programo In connection with stabilization the USG should at the 
earliest appropriate time urge the ROKGto establish a realistic rate __ 
of exchange which can be accepted by the IMF as par value. At a minimum 
we should insist that local currency generation under PL lt-80 ~nd SA 
should reflect market values • 

.__... 

4. Emphasize ROKGdevelopment of attitudes and policies 
which will be conducive to private sector development. A.I.D. will 
continu':! to lay stress on (a) an increased role f.or private, including 
foreign, investment and a reversal of the sharp rise following the military 
revolution in the proportion of investment going into the public sector; 
(b) increasing savings and domestically financed investment; (c) moderni­
zationaf' the existing banking and credit system and qevelopment of incen­
tives ·to private capital formation; and (d) the development of improved 
accounting, entrepreneurial and managerial abilities. 'lhese objectives 
a.re sought by direct negotiations, service trainingUSOM/ROKG by a&tisory 
contracts financed by Development Grants, and by self-help "strings" 
on our aid. 

5. Strengthen Korea's economy by interrelating efforts to 

~) encourage the development of appropriate manufacturing 
industries in the private sector; because of Korea's shortage 
of natural resources, Korea's economic viability will depend . 
in the long-run on adding value to largely imported materials 
and exporting semi-manufactured and finished goods; • 

b) encourage the development of medium and small scale, 
labor-intensive private enterprise to make use of Korea's 
underemployed but industrious and literate labor force; and 

4) seek to assure that crucial economic development 
objectives are served by the Korea-Japan settlement. Such a 
settlement is expected to bring in substantial Japanese private 
and, after a time lag, official capital which a u.S.--influenced 

' ., 
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Korean economic development program should channel into 
the fields indicated in subparagraphs (a) and (b) above, 
so that it w-111 not be wasted in the financing of consumption. 
A.I.D. should develop now its strategy for achieving maximum 
coordination of u.s. and Japanese assj.stance. As early as is 
feasible, steps should be taken to elicit cooperation from 
both the Korean and Japanese Governments to assure the 
channeling of Japan's assistapce into programs and projects 
that will contribute to genuihe economic development in Korea, 
in ei'fective coordination with u. s.· assistance. 

60 Assist the ROK to achieve self'~su.fficiency in food by _ 
continuing to emphasize Government policies aimed at rationalization or·-· 
land use and provision of adequate prices, credit and fertilizer for the 
farmere PL 480 food imports will be limited to need, with precaution that 
such imports neither discourage agricultural development nor respond to 
ROKG desires for excessive local currency generation or for satisfaction 
of consumer preferences for imported rather than indigenous grains. 

7. Continue to encourage other capital sources to assist 
Korea on concessional terms while using the U.S./ROK agreement which 
provides for consultation on ROKGuse of its foreign exchange and, if 
necessary, a curtailment of Development lending to k~ep short-term 
commitments within Korea's capacity to repay. Following a settlement 
with Japan, A.I.D. will work towards DAC participation in Korea's 
development. 

8. Encourage the most appropriate allocation of total 
resources, both Korean and U.S., between the 4ual requirements of defense 
and economic growth by 

a) endeavoring to hold the over-all size of the 
ROKG~nilitary defense budget to the lowest levels compatible 
with U.s. ·strategic objectives; this size should be considered 
in an over-all context of control of inflationary pressures 
and the competing demands of other sectors of the budget,' 
which consideration :'.nay re~uire some reduction in the real 
level of the military budget; 

b) abandoning as soon as feasible the allocation of 
local currency support between these purposes and insisting 
at the same time on U.S. review of the entire ROKGbudget; and .. 

c) requiring in the interim the ROKGto absorb any 
expansion of local costs in the military budget, except those 
increases resulting from charges in U,S. policy, which should 
be considered as they a.rise. 
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A.~.D. recognizes that the desired measure Of development _:..-·. 
•requires relative political as well as economic stability. Political 
developments in the coming months may create conditions w:hich will 

°r\ . require adjustments in the aid strategy. In case of threat ot renewed .. 
...__,_..' i 

insurgency, the U.S. may also have to review this strategy . 
: ♦ • ~ 

.... 

IV. Funding Implications in FY 1964and 1965 

The funding implications of this strategy· support our plans 
for the following approx~nate assistance levels: 

For FY1964, $80 million in Supporting Assistance (FY64 
OYBdated 1/2/64 provides $66.2), $40 million in Development wans, 
_and $5.3 million in Development Grants (including Civic Action). , • •• • 
(A.I.D. is also requesting a PL 480 program of $70 million under Title I 
and $12 million under Title Il and III. ) 

For FY 1965, $75 million in Supporting Assistance, $30-45 
million in D3velopment loans, $5~3million in Development Grants . 
(including Civic .Action), $70 million in PL480 Title I sales and $13.4 . \ ••- :'-~ ~:·~-': 
million under Title II and III. Title I deliveries will be evaluated ~ ., 

and determined in accordance with section-II,· paragraph 6 above. The· 
actual value might range from $60-90million. • 

The decision has been ma.de to resume in FY 1964the· transfer. 
to ROKGfinancing of a total of almost $40 million of consumables now 
funded in the MAP,accomplishing the transfer by 1970. If an accelerat~d 

.: • program is adopted, it might re quire some upward revision in assistance 
levels. .. 

V. Program 

The Development Loans and other capital funds are currently 
focused largely on infrastructural growth (~ower, transportation, 
communications, etc.) and on industries which will save foreign exchange, 
e.g., fertilizer, with most loans going to governmental entities. However, 
.A.I.D. hopes to place increasing emphasis on the private sector. E'er 
exa.nrple, A.I.D. has been working in detail with-the Korean Reconstruction 
Bank, a development bank funded in large part with DLF and counterpart loans, 
to assure its use of acceptable banking principles, and expects in FY 1964 
to fund a major advisory contract. It will also encourage foreigrl, 
particularly u.s., private investment. A. I.D. ·also intends to stimulate; 
the identification and presentation of sound projects, .. :!:ihe shortage of 
which has hindered ROKGdevelopment plans. • •.• . . • •• ·~·-,: ·" ~-, - ..,,·. . . 

• ~ ' . 
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The Development Grant program is being used to strengthen 
ROKGmanagement capability and performance in essential fields of in-
vestmept credit, power production and distribut_ion, industrial development, 
monetary and fiscal policy, tax administration, export promotion, and planning 
resources use. Additionally, technical assistance is being provided in 

,.vocational education, agriculture and fisheries, minerals and coal 
,J

exploration,' public adirtinistration,' and to a very limited degree in ., 
public health, police administration, housing and c~Llllict:1,tions. •.. •• ;/·~;:·:; 

' •••·• ' , •-•,•-•..;'. ..,~~ •. r-..,• •;,-._:.:...•J•~ 

• ' ~ .?JANt7l;64
David E. Bell. •• • , 

Administrat'or 
&-' • . l', \ • •,• 
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THE WHITE HOUSE 

WASHINGTON 

j 

1.MEMORANDUM 

• l' 
., 
' . ,· ~t ·:~ ... , 0~' 

' ,, 
SUBJECT: 

i 
December 2.0., 1963' 

. /, I .,. 

FOR • •t 

The Honorabi~ U. Alexis Johnson 
Dep·J.ty Under Secretary for. Political Affairs 
Depa-rtment. of State 

Korea 

·- ' '.r .. ... • I have your mem~randum of December 18 on fo~ce reduction 
in Kor'ea .. I agree that we need to develop a political-mili_tary 
plan of U. s. action which will deal with all of the implications 
of U.S. and ROK force reduction. 

The,President is most anxious that we get some action on 
, this matter which has been hanging fire for so long; and in 
this connection I assume that State will want to consider not 

. only .how to convey to the Koreans the rationale for the sug-
gested force reductions, but would also want to formulate a 
diplomatic plan for achieving an ROK-Japanese peace treaty in 
the very n~ar future. This is especially important iri light of (. 
the economic impact of a U.S. force reduction and the diminished 
funds we will have available for economic assistance to Korea 

. in the coming year. 
1 

. , ·.,,. 
,·:•.·l h;7 .\ 

McGeorge Bundy -I 
j 

I,., .. I I• 

J .: ( 
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