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one-third of the coefficient of VML, since VNA ha&· been about three times 
as large as VM over the sample period. Equation (12.2) also includes a banking 
sector interest rate variable for reasoDS peculiar to the Korean monetary sys
tem. 

Deposit and loan rates have been flxed by fiat and have been rather in
flexible over the sample peri~d. During 1957•64 the bank rates were well be
low the unorganized money market rates, and as a consequence the banks at
tracted very little savings and could not play an important· role in financing 
capital formation. Korean monetary authorities state that the dimand f0r 
loanablQ funds always was well in ex~ess of supply during this peri'od so various 
forms of non-price rationing. were used to allocate loans . 

Late in 1965 the t:op bank deposit rates we·re raised to 30o/. pet year, and 
the top loan rates to 26'7•• The results ware dramatic: savings deposits·have 
been increasing by about 100% per year since then, and the volume of bank 
loans to indlllltry has risen correspondingly. Thus -in this context the interest 
rate variable signifies availability of savings for investment, and not sur
prisingly it is statistically significant in all formul4tiona, 

Various specifications of the accelerator hypothesis were estimated and 
some are shown in Table 11-A, page • Equation (12.2) was · selected for fore
casting. It approximated reasonably well an uneven paccer~ of investment, as 
shown in Table 12-A following: 
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TABLB -11·1' 

FUNCnllllS l<Jl J'lll!ll lllVIS'J:HIIIT Ill llllllllO Al'ID lWIUl'ACTOJWIG 
(11 OMl!B.VATtOIIS: 1937-417) 

Value Added Non•A~J,11ltural scni ■ tic•l/
H1ntoa and Kemafncturinr21 
~ _conot,11t ii% m- Serial Con·, 

,Kquation A VII .0VKL VIIL VNAL LIVllAL 

•0,375 0,471 2,35J -11.373 .974 9.91 neg, 
(2.68) (2 ,22) (6 ,61) 

12.2 -0.565 0,281 2.599 -46.963 ,982 8.36 nes. 
(3 ,54) (J .12) (10.42) (3.81) 

12,3 -0.164 0,136 J.009 •ll.847 .950 13,79 aeg, 
(0.57) (0,36) (4.34) (2 .18) 

U,4 ~.105 0.021 2,963 •lJ.473 .949 13,91 neg, 
(0 .22) (0.09) (2 ,35) (0.38) 

12,5 0,744 0,9391 0,961 4.574 ,913 18.24 nono 
(2 .96) (2.78) (2 .36) (0.69) 

• 
12,6 -0.468 0,523 0,907 -12.422 ,829 25.55 non• 

(1.01) (0,80) (1,33) {1,48) 

12.7 -0,07S 0,401 2.43& -7 .500 .971 10.44 Mg. 
(h77) ( 1,93) (6,74) (2,78) 

12.8 -0.069 0.431 
(1,32) (l,93) 2.50J -8.447 .967 11,25 na1, 

(5 .10) (3,07) 

O.OOI+ 2,831 -8,972 .9,6 12.93 nea, 
(0.()2) (7 .24) (2,15) 

12.10 --0,lOS 0,114 2.122 •6,668 .969 10.85 118J, 
(2.H) (1.72) (8,63) (2.22) 

12.11 0.102 0,116 2,895 -8.895 .962 12.os nea, 
(1,65) (1,'1) (5, 9J) (2.57) 

12.12 0.201 0.236 -5,850 ,686 34.61 nea. 
2. 1 1.1z 0,61 

11 Caplt• otock 1n mlning md umsfacturilla (L ia 1or one year lag).
21 V•lua added in ■ lnlna an,! unufactudns (L ia fo>e ona year t ■ s).
J/ R011••1doult11ul GNP (1, 1■ for ona JU~ la1),
!J Bigheat bank ant.nae depoalt rate (ao _.n Index of all blllllt uvtnii- depoalt -ratu). 
5/ St•lldnd error of eaU.llolte, divided by man value of dependent variable CO,
!/ 'f•ratlo ii ii> parendleli• hlow c-fficieot, 

• 
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• fAllLB 12-A 

ACl'IJAL AND CO!IPUT!!D VAW£S C1F INVESTMENT IN IIIN!NC ANll 

• 

1957 

1958 

1959 

1960 

1961 

1962 

1963 

1964 

1965 

1966 

1967 

l!A.'IUFACMDIG, EQUATION (12,2) 

~ Compue•d 

20,6 19 .7 

18.2 18 .8 

13,6 12 ,7 

16 ,2 13.0 

14,2 18.1 

18.5 19.9 

25,5 24.l 

23,3 25.4 

32,0 30.9 

63.7 64 . 0 

55.8 55 .l 



A.6.3 Social Overhead Inve11:m1snt: Puru:tioc. 

Acc•loxator tyJ>e fww:tion• provide a a,_..t,at better explanatio" of iD
vootmaat ill thia tcttor than dcu a 1:fmplo ~- ieelat:t.011 • . Two year• 1 tagscd 
capital atock and incou porforud bottor than current and one yur lassod 
variable ■, a reflection of tha 1""8 a•• totlcm lag i~ thU •cctor, Gavol"lllllellt 
■ AVl:nga proved to be significant, •• expected, blll: wLtll a one-yaar lq. Sme 
sample equ.ai;ior,,1 &re: 1et out in Table 12-A. !quacioa 13.l waa ■ eloct:cd for 
for1:ca1tina. 

A.6.4 Service Sector Inveatment Fnp.ction.1 

In thia teeter tho accelc:ruor doea not provide a aub1t:utial improvemant 
over a!l!lplo relationa to incoaic, The chanae iD Hrvice eector incar.a, current 
And lag~d, ia 110t • aignificant vadable and 10rvl.cc 1ector capital stock ia 
•i&dficaac only 1n cca:bination wir:h total noo-agricultural income. (?hi• m&'f 
be • nncct1on of l:he difficulty of obtainillll accurato ,....,.,r....,,u of inccao 
in acnicaa .. ) 

'?he bank interest rate ia n.ot lllj>C?tant fer ""J>laf.ning fluct:wttiona in 
nervice incame einca QOOt capital f'oftlWltio.c 141 fi.P.ai>ccd through tbo wwrgaatzed 
PIO<>a)l' ""'rket, llowcv,:r, there 1a 101111 avid•nce that t:be influence of the intere1t 
rate ia cagative vheo. it: operat11111, in conb.aat to tha poait:ivo infl.aenc:c on 
mining and manu:f&etu.ring capital fo:JMtiou. 'Ibi• co:nfi.rm:a bypotbe•e• put :forth 
by aonetazy authoritiea in ¥area who teel thu the 1965 b ■Dk interest rate in• 
cruaa aec otf a aubatant:ial raalloc.ation of aavinga aw.ry frOGl the unorgan;Li:od 
money market and !.oto banlr.o. 1'bl.8 cauorxl " 1c:4rcity of . funda on the unorga11Ued 
,..rl<et which ia the primary source ot loacable furlda for the urv!.ce aector. 

A.6.5 Inventory tmn,1tment [uocti.011.0 

I11vontoria1 in Korea conaiat primarily of •f!T!.culturd produce- (moacly 
graina). Otte to the inf1uen.c ■ of weather 011 agti.culturo, by far the largest 
part of invontory fluctuations 1a attributable to fluctwitiona in qricultural 
oucp.at .. 

A ral.ativcly oimplo formul4t1o11 ot 1.!Nentory behavior provided an •xplano
tion of 8~ ot the obaerved mov"""'nu in inventor!.••: 

(1s.1) n - -9.54S + o.Jo1~vA + 1.zo7 Dfl'G 
(3.08) (4,36) (6.27) 

...2 c». - .s,a, 
W..re II 1• inventory inva ■ t::ment a.nd. 1KPC denote• t.mporta of grain.a. Thia 
fluic t ion captured v•ry t1ell tha many tw:,i:!.na po iota in the 10.ventory acrioo, 
Tho racher high percantag. (30'1;) of agricultural produ,:tion goina into :inv1u1torioa 
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• 
ll•AtABLB 

SOCJ.\L. OVlllUlEAl> .JNVESTl4!!1l'f l'llHCTIOt§ 

Non-AgYl.culturelValue·A<lded Z/
2 1 soc111l OVerhea@- GNP GNPCapit:al S t:ocl< Gaver"""lyt Cm11tant Stat!•t!••

&guauoJ-' Social 0vorltea<i=- saving&- aZ -s'.Al Ser laI corr. 
KOLL VOLL G-SL GSlJ. CSL+ VOL T VNA 

GSl.:L 

-48,536 ,944 16,69 Mg,
1,184lJ,l -0,747 5.,5&2 (6.30)

(3,M) (4,61) (3,36 

-38,035 ,865 15.87 
13 .2 -0,592 6,3Sl •0.370 (3,45) """" 

(2.05) (3.35) (0.78) 

-51,142 .920 19,91 ..,.
0,7345,770 

(3,50) (4.11) 
13,J -0,880 (5,1.4)°(2.42) 

21,82 DOM-39.387 .904o,:io:t 4,859• ll.4 -0,803 (4,J0)
(J,02) (1.47) (3.59) 

-35,823 .903 11,97 DOM
4,455

13.5 -0.651 Q,724 (4.38)(J .0~)(2.55) (1.42) 

0,180 •41,113 .885 23,87 nono 
13.6 (8,83) (4,90) 

-60.582 ,823 29.60 none0,133
l],7 . {4.42)(6,90) 

T•-r•t101 a-re 111 parentbe ■ ao l>.1011 th• coeffic!.Qntl. 
L, LL daaot:e lap of one •nd tvo 1•ar• re•pectlvely.

1/
!I 

• 
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• '?AILE l)•A 

Sl!llVICE S!C'lllll. IlNBS'n!ll!IT ~?J;OIIS 
(11 OIISl!RVIITIOMS: 19)747 

cae:1.ta1!IY Yalqe Added H,on•Al!icultural ~/ !ll!!. [nt<>It•tY couunt StatittiCIagaal:i<n> n2 Sl'C Sedal Corr
IS ISL vs VSL VIIII VII.IL 

0.48,6 •15.903 ,936 10,78 neg.O.ll2 
(1.40) (1.29) (l.~)14.1 -0,035 

-0 .032 -35.638 -~68 7.64 neg.
14.2 -o. OOCJ 0.21a 

(0.10) (4,94)(0 .12) (2.42) ...,. 0.199 -0,315 -9.880 .988 · 4.62
l.4.3 -0.115 

(2, 14) (5.32) (1,47) (2.49) 

0,617 -31,671 .933 11.0l 1188•
14.4 0.017 0,204 

(0.14) (1.26) (l ,64) (3,19) 

-JS.070 .972 7 .15 ""8•14.5 -0.007 0.212 
(8,73)

(0,11) (3 .02) 

-9.759 .987 4.49 ""ti•0.16414,6 -0.486 (2.30)(5.28)(1.60) 

-16.900 .983 s.ss0,123 0.14~14.7• (6.33) ""'· (8,62) (0,61) 

0,079 .0.168 -:ZS.582 .939 10,63 t1•1• 
14.8 (3.80) (0.17) (3.24) 

·34,IW• ,973 6.75 n1g.
0.26214.9 (10.08)(19.73) 

n■ g.•15,87,. .984 5,360.11s 
~24,98)

14,10 p.96} 

1' U. ■ tan<I ■ for 0\'19 :1••r la,, 
°%.f Capital stock in aervls:e ■, 

3I Va"lue added :l.n 1 ■ rvl.ce• . 
B-anlrlag tect:or intere ■ t: TAt•• aa Hineaot\ted by the higl\eat annual aavinaa devo ■ lt ~•t•.~' 
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ia e:ic,la!.nad by the f4"t that national 4"C<WIU l.nventcrl.ea ••• maaaured 
nt the end of the calendar year, only three oontha 4£ter · th• rice harveat. 
Thero could also he 4 atatiat:ical coz:apen•&tion for tho low oegat1ve c:onataot 
tena. 

Addition cf a YiYUble dtnotilll chanaa in a1nina md IIWUlfacturing out• 
pUl: w• ftOt fruitful, for, •lthoaah tho jlJlodnaa••of ■fit vat u,,prov.ed, thi• 
vari.able'a coefficient took a negati.va •1p, a.a ehown below: 

(14,2) II • -6.675 + O,233/.IV.l) + 1,435 Illl'C • 0,354 ~\Ill) 
(2,42) (Z.,7) (6,86) (2.42) 

l\ • .908 DII • 1,30 

A.7.0 Jmport ?unction• 

:rhe ""'rsinal import rat• in Kora& ,;.11 fairly higll in the 1951•67 ptiriod • 
32t of Glll', but the patten of growth 11aa uneven. Throush 1965 there was an 
irragular upward trond 1:t1ark.Gd by ab ■ oluta dac.liDOa in Ullpol"tl in four year•• 
l9~6, 19,9, 1961, ~na 1964. In l566 Wld 1967, the dollar valU<: of i111p<>rt• 
jlll!ped 59% and 371, and :it spl)ears that tb.e 1968 increase will be about 
351. • ~Cit. 

Total inporte .are h~0.1dly reutl!d to GNP and aomowat 10ora elouly re, 
lat:ed to l\on ...agricu1tural GNP over thi• period. '?he Tatio of cha i11xchanSQ 
r4te -co the p'I'ice index alao La a a1sn1£1can~ variable. However, tht regreaaiorus 
of total import• on the&e vn1abl•• are not very accurate: the aurulard 
error of ••timatc i• $80 million to $100 million (out of an average import 
lcvd of about ~4:50 mill1DD). 

Tho explaaation of import. beh&viar i.1 improved subttanti.&lly by dis• 
A&gregac.1011 inc.a· major coaanodity group•. Some experiment.ac10n wa• c.ooduc.ted 
prior to ■ attling on four c1tegoric1: "-Pital gooda, grain, fuele. and all 
oth,n, l'l\o lat tu oatosory ia pred...iuantly rav maccriale and aam1•mani,fact1'rod 
coaaoc:11c1e1 for W&e in induat:ry. srrc code• 'lOT the cacegor1e• and cha im-
port ti.a aeries arc listed in an appendU. 

A. 7, l Capital Coodu lmporta 

Thia cacagory g.ccountod for .a Large pare of the 1966-6:, jv:mp in taporc• 
and 1'C quite clearly 1• I'elaced cc non•agriculcoral t1.xcd capital formac1on, 
The exchange rate plays a leu important b"t 11&Dif1cant role, l'he following 
aqu.atioa waa usad: 

(16,l) IMPX • •2,465 + 0.433 (IFI'•ll'A) • 0.062 XVK 
(0.35) (10.82) (l,6S) 

..2 
II • 0,927 , "!!I!• 23.61, Serial corr.: negative, 

vharo 
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IP"l - total fixed inveatment. 

UA • .a.gric.ulcur&l fixed iwo•tacnt 

XVll • ntlo of official exch•ns• .-ate to bo CNP prl.ce 1..dex (CNP daflator 
index) 

l!IPJC ~ import• of eapitAl goO<I• 

'the coefficient va111e of 0.433 1& in line vith croaa-uctiond e1t1m.at.. of 
the share of importod capit•l good• La no:i•&grieultural c.dp{tal formation. 

4.7.2 l mportD of l'IIOle 

Until It<>•••'• Hrot oi1 i:-cfinery commenced operauon in 1964, fuel l.mports 
hod ~can petroleum producu and a llttlo anthracite coal. Since tb&n crud• 
petroleum ~• acc0W1ted for an. 'L~rcasiIJsly larg• ah.Ire of fuel i~rto. Both 
before end aftu the oil rcfiury completioa, iacoma lavclo aod ttic qll41ltity 
of doae ■ tic co~l produc.e:d ver• important decorciwut ■ of fuel tmporta. · Coal 
prcductlon ia relavaiit not only becau.a, thara b.a"Oe been eoaie coal import• but 
al■ o becauaa :h•r• ha• \cen ■ oCDO ■ copo f0t co.al-oil IUbltitutioa in :lnduatrial 
•nd office hearing and 1n procluctioa of elcctr1': powo-r. The equatiOM, vhieb 
are estimated in 1965 price ■ • indicate: th.4~ domaatic co.al waa UIL.darpric.ed by· 
about 2~-3ot in 1965, rolAtl.ve to iapo~ted fuola. In 1967 the price of coal 
wa1 inc:raucd by about 2.51# 

The o><chans• rota ia not aignlfic•,u: in facl illlpo-rta 1 'Which tonfiTIDS 
the ger.eul be lief that demand for fuel tend• to be prica-1oelut1e. • 

The fuol import aqu.ac1ou ai:c 4• followa: 

(17,l) IM!'P • -l.932 + 0.0S3 VNA - 1,188 COAl. 
(1.17) (6.58) (4.98) 

t' • .847. SPC • ll.07, I:1,/ • 2.19; 10 ob10.-vat1on1, 1958-67. 

(17 .2) Illl'P • 1.697 + 0.057 VN4 • 1,367 COAL 
(0,90) (6.37) (5.48) 

...2 
a • 800, S?C • 12.33, W • l.96; ll obaorvatl.ona. 1957-67. 

(l) .3) IMPP • -6.587 + 0.203 VNJ. - 4.308 COAL - 3.980 nil 
(0.55) (4.74) (2.76) (0.33) 

it2 • 0.754. SPC • 14.45, Ill( • 1.86; ll ob1orvatioia 

----' ·. - --- ---
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J:MPf .. Imporca of fuQ ls 

VM.o\ • Nc,r,-agricu1cur~l GNP 

COAL • Do...,•tic cod pTodl>Ction (1000 "°") 
XVR • Ratio of officia l ~xc:hange rate to GNP p-ric:e index 

iiic • Standard arrCT of ucimace,, dl.vic!ed by IMl&o value of dopo11donc 
vaciabla 

llW • Ducbin-Vat10n 1tathc1c 

A.,.l I95!rta of Qraina 

Grain i.Jriport• are le•• auacapcible than other: import• to 1t1tiattcal 
anolyai&, being laxgcly dependent oo t!S PL 480 policiea. However, th"re ii 
an approx1niate relation between the arrival of iJDported grain.s and conaUlllptiCll 
needa, al measured by dom11111tic conaumptioa and da:nestic production ltivels. 
'Ihc following eq1oUti.O0 vao derived from the 1958•67 do.ta: 

(18.l) Dll'G • ll ,620 + 0,201 CP - 0,433~VA , 
(0.87) (?,77) (Z,34) 

...2 
B. • O.~i.. SPC • 36.23, Ill/ • 2.30, 

whert nee • imports of gr.a.ins• 

CP • private conao.mpeicn 

b,VA • ehango in •srioiltuul produccion. 

3ec.au&e of lag• in PL 480 a:rrival, .aAd tho effects of com:ercial ;rain 
!Jnp,>~t•, the conol.Atit>n ••tw••" eotAl S'"•ito imports •na the 1101\ ualue of 
I'L 480 c.oncr1bct1Doa in tho Korean balanco of p.aymant1 i■ r.ath.er lov, 0,397. 
Iha otooa1rd error of c1t1.mAtc 111 equai;1011 (LB.l) ia 4 ,3 lllillion """• m<>ro 
th.In ona•third of tho avoraaa value of grt:in import• but le•• rh■ o 4l of the 
aver.age value of tctal impocto. 

Attew:pt• to flnd a con.aietent explan&cioa for non--araf.n. food import ■ 
were wusucccdDful, prcbebly bcco.uac the at-ructurc of import• chaagod can
•iderahly during the period. In the earlier yearo of the aauple period food 
t.mpoi-ta con•iatctd af Yolief good•; in cha lato.r year•, h0114!var, l.Dlport:1 have 
l.n<:rual.ngly tolld4d r;.o bo L111111ry fQod l.tCIIIO, tn rcconc yoara, non-5ra1n 
fooda have canprUed less than 2?. of total tmporta, so 1n the eacu,atlld oqua• 
tiona thoy are grouped rith the ?'aw mater.t.al :b,porta •nd ae.mi.-man1,1factured 
impcrta in the c&t:egory "other imports" . 
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A, 7 .4 functicna of Otbor l'5'ort1 

As IIOteci, this category compr11e1 mostly raw materiala and •omi"'IUnu
f4ct11red &ooda for use ill. 1ndua~y; thcreforo, ir ia moat directly related to 
non•agricultui:o.1 produ;tion. Demand tor t:heae COIDoditi ■ s i8 morQ price
elastic than the demand for imported fuels, •• ia evlde11t lll th• •quatton 
in Table 14-A on tho ntxt page. Al iru!i.cated, alig)\t difforenco• in the defi· 
riition of 11 othc-r impo-rt•" do not affect the baaic relation.ahip. Wh.tn varia
b?, total export• arc t.ncluded as a weor in pl...ca 0£ noa••sr:to\llt=d GNP, 
the equa.tton chansa• very lit.tlo. Thie va1ld be c,q>acted from the observed 
clooc rclotioMhtp bet\/ean expon g,:owt:h ;md non-agricultural inCOIIO g;owth, 
When cotal GIii' ia u1G<! in place 0£ noo..grtc:ultural CNP, the • tatiaticd 
onors in.cre.a•e. 

l'he dependtnce of productioo 00 imported good• ia ratllar hiah - tho rot:to 
of income to imported foputa ia about 29%. '?hie ia • nflactioo of the laclt 
c,f indu6trlal natural reaoureea in Xores; it eonfip,a the vi<III that !Corea•, 
road to higher inccae liu through trade; that b, through che role of entrc
pot 1111ti011. {See Tabla 14•A following.) 

A.8 ISX:ch.ange Rate Determination 

During the pcrioci l9S7•67, the •~erage annual e,cchango rate moved by 
20'.t to 1007. on four separate occasions, and by about 211'1, on ooa occ,uion. A 
fixed exchange rato ayottt vaa formally iu effect until April , 1964, ..iton a 
nominally floating Tate wa• adopted., E.Jr;pLainUl& the•e c:hana:•• cauaally is 
tacilitated if a diat:in~ciOn is made between ahmt-'1'1111 and lona-rvn cqui• 
librium, and tho a.naly1i1 focuaea on the ohart.-r1.U1 c'i'&il:1.brtwa, the latter 
lons•rvn cquilibriam i• defliied a■ the rate llbieh would exist without net 
capital in/l(Xla and traiu&r payD111t1 - the 1-\mau.pparced" -race. t"ha ahol'.t
run equilibrium 't.ate i• dotaradned 111 o•c.b period by tho demand fo~ And 
•upply of fordg11 exchange, witbout r<!gard to tile ot1Ji11 of thole demaod• 
and •upplie•. In view of the continuou• pruene• of irub1tantial capital in· 
flov• a,id transfer pa:,,oenu dw'ina the ~riod otudlod; the ahort-r,m ccnu:epc 
of t'at.o &\uilib'tiWI io adopted• 

The relation betvoen impo'tCI aod the ax:chanso rAC. may be apcc;ificd iii 
either alll.lltAaaou1 or r:e.cureive fon.. no ebo1ce depend& on the length of 
the, unit time per1od u1d the langth of laaa in .tho adJwo;ment procao1. l:loth 
fon>Ulationa were teated 00 the Xcreoa data, and tho ncuraivo veraion waa 
found to b• a nsuch ~ttnr explatw1tion of ob1ez:ved behavior. Thia fiuding 
corrobor&t¥ tho judgiaont of uoy ''Koreurbta 11 thac mcvem.anb i.o. the rate 
ger,eraUy oecw: only after 11gnif1ca:nt dicO<tuili'briua, nu poraioted £or at 
lea1t ~ yitar. 

In 11Jwltaneoue fora, the rate -Y ha upnucd ii, tho otat>dard faahion 
as an e.quilibriUZD prlca: 

(1) D • a,+ l,11'(. -1- ... +I....Y~ +- c, )(~ ~ FJ(A 

(2) s • a,.., +- ~ l-, + • , • ·• i..,,.'Z, .. c.,.Xlt + l'T 

(3) D !!. S 
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\'AIILB 14-A 

!!JUATtOl/6 fOR ontKII IMPQU'S 
(10 0BSl!ll.VAUONS, 1938•67) 

Dependani Non-Agricultural Ratio of Exchange Stotlltlc.1/ 
E911aUon!/ Y1-r1a1,1e::/ CNP !•te to gm Cgtant R 

..:z 
SPC Seri•l COTE 1 

19,l Il(l'Ol 0.287 -0.112 -12,416 .887 ll,69 nes•tiv• 
(8.14) (1.56) (0.75) 

• 
19.2 IIIP02 0.101 -0.134 -22,678 ,881 l5,4<J non• 

(7.94) (1,71) (1.37) 

19.3· llll03 0.286 -0.147 -19,286 .873 13,56 none 
(7.71) (1.17) (l.ll) 

19.4 IMP04 o.192 ·O,il3 -9,016 .882 lZ,69 aeg.ttf.~e 
(7.99) (l,65) (O,Sl) 

1/ T-ratlo• are given .Ill parutluul• llelaw the codflchnU,
II lHPOl • 1Mr01 \llU ■ Cectill&U f.JOport•, 

lllP02 • Impart• of 1arvl~•• a11d all c0qll0die1e• ellctpt gralna, a.on-grain food•, fartLliaer, capital good ■ , •nd fuel■ , 
IH10l • Ull'02 pl"" non-pain food i.mpo,ta, 

• lll!O pln ■ fncllizer and non•guin foccl i..i,01:U, 
1J SPC· a Standard error of aatiaat:e divided by 11>1an value af the dependent -,adable (") 
~ 

• 
211 



where 

D.. s = demand for• supply of foreign exchange ; 

(t1 ;~1,'(i •• -~'"""") represent• those factors determining delll8nd for imports; 

rxA • net foreign ex:cb&nge accamulat!.oa (+) or decumulation (-),; 

(ill,:.:, buZ, •••·~1.1\"Z"') repreaenta thGse factors determining aalea of exporu. 

F'?"' net foreign capital inflows plus transfer payments from abroad. 
ll ' 

XI.• exchauge rate. won per dollar. 

fhese equatiOPB yield 

<4>XB. • (fl>-..3"Zj +t2J.-t IT-fl.,~~· -41- r1'A)/(e,.-c 1) 

Aasumt.ug downward alopiDg demand curves and upward sloping supply curves. 

C1cO awl Ci,> o , so (c2 - c1),0. If exports are exosenous in the modfll, (4) 

becmca 

(4') X:R = ( E)(P • +T- °I b,,;"(; -~.- F"J/A) le.ti" 
cl*• -cl~o, and EXP• total exports. 

In recursive form., the system may be written as followa: 

(5) Xll • (J..~ +.b's-1 + c/ I)_, 
. s o- -+ ~\.i{ZjJ + fi-1- "r\.\2·~->- F}(A-1 

(6) IMP = a1 + !°l.1d '(i ~ ~, )(R._ 

(7) EXP •a.~-+ I'!>"Lj~ t c:,.){R 

(8) F'l' • n 
(9) J'XA. = EXP + H - IMP 

1/ With slight 1110,Hficatim'ls in the structm:a, Xl can be replaced by the ratio 
0£ the exchanse rate to the domestic price .index. 
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where the •~perscript indicates a one year lag. (In forecasting, the equa-· 
tlons are solved 1n the order given.) 

i
Eq_uation (5) l!UIY be estimated as is • with the determinants of exports_ 

a:nd illlPOrts as the arguments• or the import and export variables the111Selve~ 
~Y be used as arguments. 

Variations on e~uationa (4), (4') 1 and (5) were estimated from the 1957• 
~7 data. Equations (4) and (4") were rejected: in all cases the importing• 
detennining variables iook the wrong sign. (See Table 18-A on the follo.wing 
P.-.se.) Thia is ® doubt due to the COIIIDIOD tendency for importers to stockpile 
ia an~icipation of devaluation~ which in turn makes devaluation more likely, 
Such a hypo1:hesi3 on illl~ting behavior can be exp-ressed easily by adding 
expe~tational variable to (6)t and letting that variable be dependent on cur
rent and lagged balance of payments variables. In particular, if expectations 
d~pend on the ~ate of foreign exchange accumulation, then 

(6 ) IMP • a,1 + I:' b,~'(j +c;~R. 'f d 1 ~)(1't1 

~here d1 has a cegative sign. 'l'hen . 

cs> Xtl = f (FXA.-1, 'PXA-2. zj~1, Fr-1, yj-1) 

whe~e the coeff:l.cienta of FXA-1 and FXA-2 are negative. These equations 
describe the data fai~ly well and with correct signs. (See rable 15-A.) 
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TABLE l5•A - EXCHANGE RATE EQUATIONS 

Eguations Statistics 
Serial_2 

R. SPC Corr. 

I. Eguations 0£ Type (S).1/ 

(20.1) 39.534 + 256.119 VPIL 
(1.77) (3.44) 

-1.623 + 1.033 IMPL 
(.l.60) (0.91) 

.918 18.0% neg. 

(20.2) -39.749 + 227.600 VPIL - 0.701 F'I: 
(0.50) (2 .31) (2,63) 

+o,323 VNAL 
(0.96} 

.919 17.9% neg. 

(20.3) 29.631 + 289.153 VPIL • 0.771 F-k 
(1.26) (5 .47) (2. 77) 

+o.287 IPT 
{0.67) 

.914 14.71. neg. 

II, Eguations of TYPe !5'l 

(20.8) 

(20.9) 

-30.562 + 265.368 VPI 
(1.61} (11.26) 

.~1:H) (FXAL + FXALL) 

-27,303 + 260.975 VIP 
(1.30) (10.32) 

·90.139 FXA* 
(1.02) 

.935 

,929 

14.8% 

15.5% 

neg. 

neg. 

l/ VPI • GNP price index 
IMP ~ total imports of gooda and services 
F* 3 net foreign capital inflow plus transfer payments 
PXA = foreign exchange accumulation 
L,LL denote lags of one and two years 
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APPEHDIX B 

S'lOCIJAfflC EOUATIONS Ill !BB FOIEcASTING MODEL 

B.l Production Functiona 

Agricw.tore 
VA 111 -il68.379 + 0.293 LAND+ 12.362W 

(20.98) (35.76) (11.73) 

-2 -I = 0.994 SPC • l.06 

Mining am:1 MapufactuJin'o 268 0 648 
\1M • 3.370 1M • VO • 

(2.03.) (0.91) (2,51) 

i2 • 0.994 

Social Ove-rhead 
VO 0.436 KO 0-839G 

(4.51) (22.90) 

i 2 = 0.981 

Services 
VS m 132.106 + 0,764 (VM + VO +HFI)

_qs.sa) c~s> 
l • 0.993 SPC = l.64 

Ret factor IncOllle f:rpm A'braad · 
m 111 4.591 + o.4os (IGsv -t- EMSC) 

(11.21) (15.37) 

i2 • 0.959 SPC =- 10. 79 

.1.2 Consumption FWlctions 

Private.Ccm.apptiom _ _ 
CP • 111,183 + 0,379 l(V•'?AXIM) + (VL - TAXIMLl/ 

(9.27) (41.44) 
-2 -l • 0.995 SPC =1,18 

Gover11111ent Non•Defeuae Ccnsmnption 
CGC = 18.481 + 0.059 VKA 

(8.36) (11.30) 
-2 -l = 0,920 SPC = 4.98 
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- . B.3 Investment J'W2Ctiou 

Agriculture 
DA • • 12.100 • O.0921AL + O.O50 (VAL+ VALL) 

(0.76) {0.4S) (1.25) 

+ 0.127 (GS +CSL) 
(1.34) 

;:2... o.847 iic = 21.49 

Hlning ar&G Manufacturing 
l1'M • • 12.422 + 0.907VML + 0.523 VML 

(1.48) (1.33) (0.80) 

• 0.468 m. 
(l.Dl) 

i 2• 0.829 iic = 25.SS 

Social Overhead 
(a) ll'O =-60.582 + 0.133V 

(4.42) (6.90) 

--2 -a • 0.823 SPC • 29.60 

110 • • 48.S36 + S.S62 VOLL - 0.747 XOLL + 1.184 GSL(b) 
(6.30) (4.61) (3.89) (3.36) 

~ -I a 0.944 SfC • 16.69 

Senice■ 
m - - is.874 + 0.11s 

(7 .96) (24.98) 

-2R. a 0.984 -SPC • 5.36 

Il = • 9 .548 + 0.301 VA + 1.207 IMlG 
(3.08) (4.36) . (6.27) 

-2 
R. • 0.878 
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ll .4 Import Functions 

Capital Goods 
tMPK • - 2.465 + 0.433 (lF?·lFA) • 0.062 x XVI. 

(0.35) (10.82) (1.65) 

~ • 0.927 sic a 23.61 

Jue.ls. 
!MPP = - l.9l2- t- O,OS3 VNA • l.188 COAL 

(1.17)' (6.58) (4.98). 

-2 -a • 0.847 SPC e 12.33 

Grains 
!MPG a 11,620? 0.201CP • 0.433 VA 

(0.87) (2.77) (2.34) 

i2 = 0.464 SPC • 36,23 

Other Goods & Services* 
- IMP04. ~ - 9.036 + o.292 VNA - 0.133 XW 

(0.53) (7.99) (l.65) 

i2 = 0.B82 SPC - 12.69 

~.5 Goverl'Jlllent Revenues 

Customs Duties 
CUS?OM = 2.871 + 0.089 IMP04 

(2,41) (6,91) 

-2 -R = 0.824 SPC ~ 12,03 

Internal.Taxes. and Monopoly Profits 
'.l:AXIM ... 19.947 + 0,067 (ADKINl) (VNA.) 

(12. 55) (24 .17) 

..,z - . a = 0,983 SPC • 4.68 

Nontax levemiea 
NONTAX • 2.455 + 0,013 (ADMlNl) (V) 

(0.94) (4.76) 

B.6 Exchange Rate 
XI. • 39,534 + 2S6.119 VPIL • l,623F* + 1.033 lMPI. 

(l,77) (3.44) (1.60) (0.91) 

i2 • 0.918 SPC • 18.0 

* including non-grain foods, but 1110stly raw materials and semi~nufactureds. 

217 

--- •·-·-··-----· 



APPDDIX C 
SOIJICBS AND lE1'IIODS P'OR COMPO.ING DATA 

· c.1 National Accounts 

fha Dat:i9oal accaanta .data and GNP by sector of origin ae talce-n from 
the official Korea nat:ioaal accounts in 1965 prices. Dollar values are ab• 
tainecl uniformly by conversion with an. e~hange rate of 264 von to the dollar. 
See, for example, EcDDCialic Planning Board, Economic Statistics Yearbook. 19681 
Tables 1 ancl B. Imrestmeat by sec:tor ls taken from 1:be same set of acccnmt:s; 
op. cit•• 'table 12. 

c.2 Imports and Exports 

Total imports, c.i.£•• are taken ·from official Korean trade and balance 
of pa,ants clata. Constant price won· values and dollar values are equivalent 
at an exchange rate of 264 WOQ to the dollar. Cmmrodity imparts by SI'lC cate• 
goey OMS, IMPP, IMIG11 IM&' in tbe tables below) are taken fr.om dollar custot1111 
clearance data compiled by t:he Xo~an Ministry of Finance. See Bank of Korea, 
Korea Statistical Yearbook. 19671 ?able 212; Economic Planning Board, Economic 
Statistics Yearbook. 1968, · Table 158. Service import• implicit in the category 
"other imports" are derived froa the difference between total 1mpoi-ts,. c.i.f., 
and the .IIUlll of co.mmodity imports. Io compiling lmports·by cat:egoey, tjJe im• 
~t• listed aa ''unclasaif:l.able" :ln the :Korean statistics were distributed 
proportionately over all catesories. (?his procedure improved the atatistical 
fit: of the 1ud:lvi4ual impoZot eq11atiaDS.) 

C.3 '1'raaafer Payments and Capital Inflows 

Total transfer payment•• and government and private transfu paymeata 
are taken from official Korean. balance of payments statistiC!s. See B&Dk ~f 
Korea, lcopomic Statistics Yearbook, 1968, !able 141; Econamic Planning Board, 
Xprea Statistical YeaTbook, 1967, '?able 221; and earlier iaauea of both publi
cationa. In theae statistics, PL 480 Title 11 receipts are classified .as pri• 
vate tran.afer payments, and Title l'. receipts are gavermnent traiwfer payments. 
In AID'a accounting, both items are considered to ·be gavernment transfer pay
azits. Kore~ government and 1JSAID estimates of the timing of e01111110Git:y ar
rivals and counterpart fund deposits differ sligbt:l;y, so there are alight dif• 
ferences in their eati'llllites of anmial transfer pa,anta 1D the hala11Ce of pay• 
manta.. Par the sake of h:1.storical continuity. the Korean government eat:1mate11 
have been adclpt:e,J. B1ttmatea of Japanese government transfer payments are taken 
froa the ft 1970 Prof.am. lfemoraMUm prepared by the AID Hiss:l.on in Korea 
(Appendix B, '?&bli 4~ 'fotai foreign capf.tal inflows conespond to the trade sap 
plu foreign exchange accumuJ.atton minu,i transfer pa,-nts. Spec:Lfically1 in 
the Korean accCllllnt•> net foreign capital inflows may be calculated by summing 
the followiq items: (1) an the capital and moaetary go1d account: (a) net 
private capital, Cb) net local goverment capital1 (c) net central gweTDment 
capital, (o) net open acc011nt poaitim of the central bank, and (e) net posi
tion on other accOlllltS of the cent'i'al bau; (2) net errors and omissions io 
the balaa.ce of payments. 

C.4 FOl:'e:l.p Bxc:haye Accamalation 

Corresponding to the operating clefiDition of capieal inflows, foreign 
exchange accwaalation is defined to be the sua of the following items on the 

218 

https://balaa.ce
https://Hiss:l.on


., 

capital and monetary gold account: (a) net position with the IMF. (b) net 
;~re1gp assets. (c) net maaetary gold accounta (d) net position with ocher_ 
~netary inat1tutioQS. 

_.c .s C~pital Infl~ by bf! 

Total foreign capital inflow■ are taken frOIII o-fficial Korean balance of 
.P~nta data. u noted above~ but pt1bUahed Korean statistics ~o not include 
-~apit(ll .accomt details. The breakdow into direct I private long•teni.1 and 
_,S~Tlllll(!nt long•term are taken fz,om -the n 1970 Pr:oFam Memorandum prepared 
_by -th, A.IJ). Mis.aj.on in Koraa ( ft 70 PM. Ann4!x :8 1 TaUe 3). the short
•te.rm ..inflow d&tJI i.n tbe f!C.s are rough e.st:imate1, so for t:his study the 
.~rt•term 1nflow.s were .taken. as r.e.s:Lcluala: the difference between total 
.e.apital inflows, frol[II the balance of payments data, and other types of in• 
flows. fr.om. _the g. The estimate.a of al'rivals of U.S. and .Japanese Ggyernment 
loqg-;el'II\ capital ue taken frcm. Appest.dix .c of then 1970 ,!!. 

c.6 Governm.ent Budget 

CGmPiling a caaailteot set of budget: variables in conat:ant prices far 
~•i.atral plua loca;I. gove.ramanta required reconciling current price re-Mmae and 
eJpendit:ure data with national acc~t• control totals on &overameat coraswap
t£on ancl savings. Budget clata correspond to the "General Account41 in Korean 
Jtatistics, which :i.nclwiea lccal governments but: excludes .governmellt corpOTa
.t_tmt,_. :the lat,=er are includecl in data on the private sector. Total govern• 
ment consumption in 1965 conatant won. ia taken from the oat:ional accouDtl A 
l:!'b~•• Golr,ernme~t sav1nga ce taken in current prices fr(>m. lines 16 and 17 W 
in -~ national accoanta table titled "General Government llavenuea and. 
_BxpenditUre" 11 (.Bank of lorea~ JCorea Stat:iatical Yearbook. 1967, Table 49; 
~onomic Planning B~d, Bconmd.c Stat:l.atica Yearbook, Table lS.) 'lhese fisure• 
include depr•c:i.atioa allowances. !h:f.11 eat111ate of savings does not correspond 
to the definit::iCllll of 11gove:rlllll8nt capital formation" uaed Df Adelman!"I(:f.311, 

.~hich include ■ tranafel'B to t:he private aector. 'the latter corresponds to 
~•gross government loan. and investment" in the Korean statiatica. Converaioa 
t_o c~ta11t 1965 ~-:tcea IHlf carded out by deflating with the fixed investlllent 
.4eflato1' implicit in the national ,1ccounts. 

A total government expenclitu.re deflat« was then derived from the cOlll
pated ~rrent and cOll&tant price series of goverament consumption plus savings. 
Jhia deflator (GDBl'L in the tables below) was appliell to the variowl categories 
,of r;evemies, which ~• pubU.ehecl only in current pri~es. 

Government defense expuditure figuns are taken from. the general govern• 
iaent account aac1 deflated b:, the computed govermaent expenditure deflator, 
-,:ather than by the go\'ermaent couumption deflatar, since defanae expendibl~•• include aome capital formatiOD activitiea. 

On the rave~ aicltt, cuatoma duties in current pricee were taken to be 
t;he tariff reven-,,ea (Korea Stati&tical Yearbook. 1967 • Table 258) ._ Total 
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t;axes in curre:at prices wue aa1N1114 to bathe nm of 1nd:f.rec:t taxea 1 direct 
t:axea on corporatioas, aad direct taxes on hoisseholcla and private non-profit 
i1U1tit11tlona :ln the national accounts general government budget tables (lines 
3, 4, S1 '?able 49, Korea Statiat1G41 Yearbook, 196n. Internal t:axes plqs 
maaopoly pl'off.ta ('fAXDI) were dulvecl aa the difference between total taxes 
and cuatGlll8 duties. Hm•tax revenues are a residual item. corresponding to 
the difference becween total ~nd:Lturea, consumption plus savinsa, and 
total damttatic and foreign reveuuee. Foreign counterpart revenues are derived 
in current &m the natiollal accmmta general government budget tables 
(line 7, Table 49, Korea Statistic.al Yearbook, 1967). ••• est:i.mates do 
not correapond precisely to the Pr_oga Memorandum estimates, due to differ• 
ences in eatimatins the t:lmina o'f....arrival and sales of counterpart commodities. 

C.7 Capital Stock Series 

Official Korean statistics do not include aggregate or sectoral capital 
stock figures. the capital stock estimate• by sector were derived by aW1DinS 
depreciated investment. A family of atock series can be derived for any one 
sector by vaeying the depreeiatton rate and/or initial capital stock value. 
The values for the flrst few years ue part:Lcularly sensitive to the init:ial 
values assumed, al'.14 for the aenice sector some experimentation was conducted 
with different capital 1erie1 aacl 1nveatment fwictiona eatimated therefrom. 
The following depredation rates aacl initial capital-output ratiOa were as
awned for each sector: 

Sector depr. rate initial KlO 

A 0~04 1.00 
H 0.06 o.ss - 0 0.04 4.00 
s o.04- 1.18 

c.s lW!!. 

file wholesale price index is the publiahed nation-wide index covering all 
claesaa of c"'81Qilit:iea; it is baaed an a continuous sample survey of more than 
1,000 individual price•. 7he GIP defl,ator index is that 11h1ch is implicit in 
the national accounts. .ihe annual exchange rate aeries was constructed by 

· taking annual averages of the official monthly. rates. 'lhe interest rate 
variable wa.a taken to be the higheat aavinga depolilit rate since all. depoait 
and loan rates ten.cl to move in parallel over.tlllle. All'comercial banks have 
the same interest ~ate structure. 
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BISi'OlllCAL DA!1'A SEBIES 
Income by Sector and Consumption 

88.81 
91.64 

1:06.00 

billion 1965 won 

. 
22.90 
23.15 
26.30 
30,57 

VA • :tncome in agr1cultare,. £orestry, VS • Income in eervieea (construction,
fisheries bankins and insurance. trade. 

VM • 'l11C01118 in mining and 1111111ufactud.ng housing and real ea1:at:e 1 public 
VO • Iacom in social OP.erheacl, (trans aclministration, .and other services)

portation -and storage. electric NFI = Net factor income fr0111 abroad 
power, COlm!Wlicati.ona, water, and V • GRP 
sanitary aerv:Lcei) 

'IRA • mot-al ~-agricu.ltaral inc.ome CG .. Government conamaption
C • T-otal conaumpt:l.lm CCC a Covermient :aon--defense eon,umpti<m 

CP • Pr:i.vate consumption GD = Defense expemlitures 
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• • • • I•• - tnveSl:'llleDt 

billion 1965 won 
Date 

1955 
1956 
1957 
1958 

10.'*<) . 52.;r 
l5.88 6l.31 
15.21 57.79 

4.52 
26.60 
19.93 
-l.46 

5.01 
6,48 
5.35 

l.8,17 
20,lT
18.17 
13.60 

20.-44 
28.40 
38.63 

8.3,
6.72 

l.0.28 

l ,15
14.23 
l.6.51 
2.5.52 
2 .2 

•
56.52 47.22
a1.,; 63.59 

•
16.75 · 
9.,S3 

23.16 
19.29 

31.95 
63.73 
55.84 

IPA III Fixed investment f.n agriculture Il'S • Fixed investment in services 
D'H • 1:lxecl imrestmant ill minina and JRfg. n"l • fotal fixed investment 
UO = Fixed investment :I.II aoci.al ovel'head II = Inventory inva.tment 

billion 1965 won 

u.20 
16.26 

lla!' 
1larG 
IMl?JC 

• Total imp0Tta1 c.1,f. 
• tmporta of graiu (SI!C 04) 
• Imports of capi~al good• (Sl'l'C 7) 

IMl'P 
lMPI' 

IMPOl 

• Imports af fuel• (SITC 3) 
• Imports a£ food (Sl!C O and 1, 

except 04) 
= All other importa; IIAinly in

dustrial raw materials and semi• 
manufac"r••• plua services 
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-YBAI 

1955 

WP.I VPI XR Ilf.l.'

1950 8J..o 50.0 
.1957 94,.l 50.0 .120 
.1958 88.2 50.0 .120

1960 
1.961 

100.0 
ll-3.2 

. 41.9 .lOO•
48.4 130.0 .127 

1962 123.8 54.9 l30.0 .150
1.963 149,3 T0.4 130.0 .150 

J:965 
.8 .l Q 
.o .l 75 

1966 272.0 .300 
1967 273.0 .300

WPI = Wholesale pr:Lae 1~ 

PR!CIS-

VP.I ,. GHP detlator index 
:m = Official excbmlge xate, won per clol.112" 
Im' = H1gbest b:a,nk intezest •te on time depo&its -
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Trade Balance tn Dollars 

million dollars 
s: e lMPCD IMPS!) 

o. . 
l.4 93.6 104.7 
3.1 
2.7 

95.9 
77.8 

109.8 
88.7 

2.8 .o 91.9 
7.7. 12.1 

716.44 J.6.2 19.5 
996.25 16.3 27.7 

I!fllCD 
DIPSD 
J!XPTD 
El' 

- ?otal c~ity impol'tG 
• Service imports 
• Exports on travel aecOW1t {tourism) 
• Exports on government account, plus 

cf.viU.an remittance• from overseas 
employment 

BCD 

BXPSD 

= Kiacellaneoua non-commodity 
exports (transportation and 
inaurance, inveatmeat income, 
non-monetary sold) 

• total service e~ports 
= EXPTD + B.:r + . EMSCD 
"' fflSD -f EXPGD 

million dollars 
I)a; e EXPD 

1955 
l956 
l.957 
1.958 

71.0 
65.0 
78.8 
97.8 

268.l 
331.0 
387.4-
30,;.8 
226.4 

-l.T 
2.5 

lT,O 
30.9
o.8 

1961 
l.962 
1963 
l: 

. 
4o.9 
54.8 
86.8 

15.6 
163.2 
175.5 

2 .3 
l.98.4 
292.0 
400.8 
221.0 

. 
50.0 

-38.4 
.37.2 

0.2 

1966 
1967 

ffl-7
1~.o 

19 •. 
323.0 
1t20.7 

9.9 
9~.9 

lll..l 

EIPGD • Total comaercial cGIIIIIIOdity exports 
IXP.D • Total exports 

• EXPGJ> + EIPSD 
IMPD • Total imports, c.i.f. 
CURD a current account balaace 22'1-FXAD • Foreign exchange accumulation-



mil110A doliars
w;· 

---·--· -
..,_. ·-

FX 

29.1 20., 
26.3 -12.2 

l 
l 

l 
2 

.1 5.2 

.. .. - .... 

i 
' f 
i 

• I 
-~l?· i... ' 

. 
i r· 

,-.s·
~: 

246.g:-
QOO..O• 

.
' ·: 

~ f
!

.! 

-29•.3-- 97.6 202.3 
....... ·' ,:P..i 90.7 306.6 

-

.... 
·'· 

:, .. it 

. :~_-:·-: ... ......,. . 
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	Structure Bookmarks
	12011-108,Doc.1., Pt.9ot1b 
	one-third of the coeffxelent of VML, elnce VSA has been about three tines 
	as large as VM ever the sample period. Equation (12.2) also Includes a banlcing 
	sector Interest rate variable for xeasoos peculiar to the Korean monetary sya* 
	cem. 
	Deposit and loan races have been fixed by fiat and have been rather In flexible over Che sample period. During 1937«64 the bank rates c^ere well be low the unorganized money market rates, and as a consequence the banks at tracted very little savings and could not play an Important role in financing capital forraacion. Korean monetary authorities state that the demaad for loanable funds always was well in excess of supply during this period so various forms of non-price rationing were used to allocate loans.
	Late in 1965 the top hank deposit rates were raised to 30?. pet year, and Che top loan rates to 26%. The results were dramatic: savings deposits-have been increasing by about 100% per year since then, and the volume of bank loans CO industry has risen correspondingly. Thus In this context Che interest rate variable signifies availability of savings for Investment, and not sur prisingly it is statistically significant in all fonaulations 
	Various specifications of the accelerator hypothesis were estimated and some are shown in Table 11-A, page . Equation (12.2) was-selected for fore casting. It approximated reasonably well an uneven pattern of investment, as shown in Table 12-A following: 
	V-V-




