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Preface

The present volume is the fifth in a series of reports to
the Government of the Republic of Korea, by the Statistical Advisory
Group, Surveys and Research Corporation. The author is Dr. J.
Edward Ely, consultant to Surveys and Research Corporation and Chief

of the Foreign Trade Statistics Division of the U.S. Bureau of the

Census.
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Introduction

The survey of the Korean Government foreign statistics on which this
report and recommendations are based was carried out with the cooperation, as-
sistance, and active participation of a number of persons in various agencies of
the Korean Government, USOM, and SRC. During much of the time the survey
was being made, Mr. William Shaw, Customs Adviser, USOM, spent essentially
full time on this project; his familiarity with the operation of Korean Customs
greatly facilitated the survey of the statistics work and contributed substantially to
the findings in this report. In addition it is anticipated that Mr. Shaw will provide
advice and assistance to the Korean Government during the coming months in
which changes already underway will be made in the import and export statistics
work in line with the conclusions and recommendations in this report. Mr. Scott
Fairley of Surveys and Research Corporation has also been of substantial assistance
in planning the conversion of the export and import statistics compiling work
from manual to punch card procedures and it is anticipated that he will continue
his advice and assistance to the Korean Government in this conversion as it is
being made.

This important participation by others in the efforts to improve the
Korean import and export statistics is gratefully acknowledged. The writer never-
theless takes full responsibility for any errors or oversights in the conclusions and
recommendations here set forth.

The conclusions and recommendations in this report are presented under
the following six headings describing objectives which apparently need to be achiev-
ed. Under each of the headings there is a description of what has already been
accomplished toward achieving the particular objective and what further actions
appear to be necessary.

I. The need for a central agency responsibility and authority for the

export and import statistics work.

II. The need for improvements in the coverage of the import statistics.

HI. The need for separate data on imports under various types of pro-

jects and the possible need for similar data on exports.

IV. Need for a commodity classification system which will serve all

government needs, both statistical and administrative,

V. The need to transfer the compiling work from manual to punch

card methods in order to increase flexibility, accuracy, and the speed



with which the statistics are released.

VI. The need for import statistics at time of arrival of the merchandise.

In addition, an Annex presents some suggestions for further investigation.

It is appropriate to point out as an introduction to the discussion which
follows that the conclusions and recommendations are based on the current situa-
tion as it has been seen to exist and should therefore be looked upon as subject
to change as conditions change or new knowledge of any particular problem be-
comes available. Foreign trade is normally a dynamic part of any nation’s economy
and the foreign trade statistical work and its organization should change to meet
changes in the trade, in the information needed on the trade, and in the govern-
ment organization of its statistical work and its foreign trade efforts.

I. The neced for a central agency responsibility and authority for the export
and import statistics work.

There has been a lack of clear responsibility in the Korean Government
for the overall direction of the import and export statistics work. The work has
been carried out by the participating agencies as follows:

(a) Customs which has primary responsibility for collecting import
duties and enforcing exchange control requirements has also through
these activities assured that much of the basic information needed
for the statistics is provided on the import and export declaration
forms for those shipments over which Customs exercises control.
Customs furthermore has manually compiled export and import sta-
tistics by commodity, country, and port, based on the commodity clas-
sification in the Korean tariff (statistics for Pusan compiled in Pusan;
statistics for other ports and for Korea as a whole compiled by
Customs in Seoul). Customs has not had full responsibility for the
statistics to assure that all shipments which should be included are
in fact included and has furthermore not had the responsibility for
seeing that the statistics meet the needs of users in terms of appro-
priate commodity classifications and other needed detail.  Customs
by reason of its appraisers staff has nevertheless within these limi-
tations carried out the key role of assuring the necessary accuracy
of the quantity and value figures and accurate and consistent classi-
fication of shipments by commodity.

(b) The Bank of Korea (BOK) which has primary responsibility for
the preparation of the Korean balance of payments statistics also
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recompiles the Customs statistics on imports and exports into the
UN Standard International Trade Classification (SITC) arrangements.
These SITC statistics are the ones most widely published and used.
The BOK adds to the Customs statistics additional information it
obtains from the Office of Supply of the Republic of Korea
(OSROK) on its imports which do not clear Customs and which
are therefore not included in the Customs statistics.

The Ministry of Commerce and Industry (MCI) manually compiles
import and export statistics principally country by commodity in
terms of its own commodity classification which is neither the
SITC nor the tariff classification. The source of data for these
tabulations is a form specially prepared by traders and filed with
Collectors of Customs at the same time the import and export dec-
laration forms are filed. Collectors of Customs transmit these forms
directly to MCI at Seoul on a ten day schedule.

It has been recognized by the government agencies involved that it is
necessary for one government agency to be assigned the responsibility for the
overall direction of the import and export statistics program together with appro-
priate authority to see that an effective foreign trade statistics program is carried
out. At an Interagency meeting on November 16, 1961 called by the Economic
Planning Board (EPB), chaired by the Bureau of Statistics (BOS) of EPB, and
attended by representatives of Customs, MCI, EPB, BOK, and OSROK it was

agreed that the BOK appeared to be the appropriate agency for this function

(copy of draft of minutes of meeting as prepared by EPB is attached). The choice

appears to be a very reasonable one based on a number of existing factors:

ey

2

The BOK is an important participant in the present compiling
work and publishes the primary statistics which are most widely
used (i.e. the SITC statistics compiled from data appearing on the
import and export declarations). The experience in this compiling
work forms a body of valuable background for the overall respon-
sibility.

The BOK has access to foreign exchange records and other records
used in the preparation of the balance of payments statistics which
can provide very effective credibility checks on the import and ex-
port statistics. The BOK already is able to correct the merchandise
export and import statistics for some of the inaccuracies and inade-
quacies located on the basis of other data before including them in



the balance of payments statistics.

(3) The BOK has a very substantial interest in the statistics because of
its responsibilities for exchange control and the formulation and
administration of Korean foreign trade and balance of payments
policy. It will therefore be cognizant of and receptive to user

needs for foreign trade data.

It was generally recognized at the November 16 meeting that the deci-
sion to choose the BOK as the agency having central responsibility and authority
was based on the current situation and in no way reflected any rigid view of the
basic long-term interests of various agencies in the import and export statistics. It
was recognized that as conditions change some other provision for overall respon-
sibility for the foreign trade statistics work may become appropriate.

At this meeting it was also recognized that an Interagency Committee
should be established to advise the BOK in regard to the foreign trade statistics
work and that, because of the vital concern of a number of agencies in the foreign
trade statistics work, the BOK be required to consult this committee on the basic
content of the import and export statistics program.

It remains for formal action to be taken by the Korean Government
to put these agreements into effect, presumably by a directive from the EPB
to the agencies involved. It is recommended that the directive establishing a
central agency as responsible for foreign trade statistics contain provisions that BOK
shouid:

(1) After consultation with the Interagency Advisory Committee on
Export and Import Statistics, make final decisions for the Korean
Government on the content of the statistics as follows:

(a) Coverage

(b) Commodity classifications to be used

(¢) Country, valuation and other definitions to be followed

(d) Tabulations to be prepared for users

(e) The form and content of the publication of the primary
statistics.

(2) With the agreement of the Customs Service, issue regulations and
instructions to be followed by Collectors of Customs, and by both
government agency and other importers and exporters in supplying
statistical data on import and export transactions.

(3) With the agreement of the Customs Service (and with the agree-
ment and advice of the central data processing center established



to service other government agencies and which would be utilized
to compile the import and export statistics), issue instructions as to
how the statistics ate to be compiled.

(4) With the agreement of the Customs and the BOS, allocate compil-
ing functions among Customs, MCI, BOS, and the BOK in the
manner which appeats best to meet statistical needs and the needs
of efficient operation, taking account of the availability of equip-
ment and personnel and the overall policies of the Korean Govern-
ment for coordination of statistical work and the use of data pro-
cessing equipment among agencies.

The provisions that certain decisions be made and actions taken by the
BOK only with the concurrence of Customs and BOS is intended as a necessary
safeguard to prevent undue burdens being placed on Collectors of Customs and on
both governmental and commercial importers and exporters and to make certain
that decisions in regard to the compiling work are made in accordance with
overall govemmehtal policies on such matters as the use of data processing equip-
ment.

It is recommended that the directive establishing the Interagency Advi-
sory Committee on Foreign Trade Statistics give that Committee the function of
advising the BOK on the matters listed in the above-suggested description of the
BOK responsibilities and that membership in the committee include representation
at least from BOS, Customs, MCI and BOK but that it not be limited to these
agencies but should include other agencies such as the Ministry of Agriculture, the
EPB, and the Korean Reconstruction Bank if such agencies’ interest in the foreign
trade statistics program appears to warrant it. It may be considered appropriate
for MOF zlso to be represented on the committee as an agency using the statistics

rather than merely to have representation from Customs as a compiling agency.

II. The need for improvements in the coverage of the import statistics.

The fact that imports by the Office of Supply Republic of Korea
(OSROK) have been made without provision for the inclusion of the needed in-
formation in the import statistics has resulted in a substantial inadequacy in the
statistics which has been only partially overcome by the BOK including in its
published statistics the overall value of such imports but without any information
on the commodities involved.

At the initiative of Customs, with the advice of Mr. William Shaw, the
Customs Adviser, and with the cooperation of OSROK this serious deficiency is



on the way to being overcome. Procedures have been worked out for OSROK
to present regular import declarations to Seoul Customs and Customs will then be
able to include information on such imports in the statistics it compiles. Arrange-
ments have 2350 been made for the submivel 1o The Costoms Colletiors ot eath
port of extracts from the inward manifest for OSROK cargo. These extracts can
be used as checklists to make certain that consistent import declarations are filed.

It is anticipated that this new procedure will be sufficiently well estab-

lished by January 1962 to permit statistics on OSROK imports to be compiled
by Customs. The BOK and the Interagency Committee face the problem of how
to handle the introduction of information on such shipments into the import sta-

tistics. For a transition period of 3, 6, or 12 months (which will have to be de-
termined) one of three methods of handling the transition situation can be selected:

(1) Combine the OSROK shipments with the figures for all other im-
ports and in addition supply users with a separate supplemental
table showing separate commodity information on the OSROK
shipments newly being included. During the transition period users
of the statistics may then deduct these OSROK imports from the
regular statistics by commodity in order to obtain figares compara-
ble with those for past periods. Once the transition period is over
the cutrent regular statistics can be compared with the regular sta-
tistics for the transition period on a comparable basis.

(2) Not combine OSROK shipments with the figures for all other
imports but merely supply users with a supplemental table showing
separate commodity information on the OSROK shipments being
compiled for the first time. During the transition period users of
the statistics may then compare the current regular commodity
figures with past periods on a comparable basis. However, once
the transition period is past the then current regular statistics can
be compared with the regular statistics for the transition period on
a comparable basis only by adding the commodity figures in the
separate supplemental OSROK table to the commodity figures in
the regular statistics published during the transition period.

(3) For the transition period compile and publish the current regular
commodity figures in two forms, (a) with OSROK omitted for use
in comparing with past periods and (b) with OSROK included for
use in comparing with future periods.

The third choice is obviously the most expensive both in compiling and



printing costs but the users of the statistics will have to make the smallest extra
effort during the transition period. Either of choices (1) or (2) will cause the
users greater inconvenience. Number (1) appears preferable to (2) since it starts
forward on the new basis with the greatest adjustment to the change in the first
few months. The difficulty of the adjustment gradually decreases as users find it
unnecessary to subtract OSROK from current figures since comparisons are being
made only back to the time OSROK was first included. Choice (2) in contrast
tends to postpone the use of the more valuable figures which include OSROK
and furthermore results in the period of greatest difficulty being that following
the transition period when it suddenly would become necessary to go back and
add OSROK to the regular figures for the transition months in order to be on a
comparable basis with the then current regular figures.

A further difficulty with the coverage of the import figures is the lack
of any information on-that part of MAP (Military Assistance Program) imports
which are not purely military but instead are important in assisting the civilian
‘economy or at least relieving it of a burden it would otherwise have to bear.
MAP imports, while directed to maintaining and improving the ROK military
posture, also indirectly relieve the foreign exchange needs which the civilian econo-
my would otherwise have to face. The goods reaching Korea under MAP run
the spectrum from food and clothing subsistence items (whether crude materials
or finished products) which clearly serve to relieve the civilian economy of a
burden it would otherwise bear, to products used for shelter, or health, construc-
tion or for installations useful both for military and civilian purposes, and on
through products of a purely “military hardware” nature which do very little to
relieve the civilian economy of a foreign exchange or other burden.

There appears to be confusion on how to treat these imports in any
overall assessment of Korea’s needs for foreign exchange; the confusion appears
to stem largely from the lack of information within the ROK civilian ministries
such as EPB as to the volume of products imporied under the MAP program
which may be looked upon as relieving the civilian economy.

It is believed that this confusion could be largely removed if the civil-
ian ministries were supplied by the Ministry of National Defense with supple-
mental information (perhaps under a security classification) providing at least
summary commodity information on the type and amounts of imports of goods
at the civilian economy end of the spectrum. It would appear that figures in terms
of the 10 broad SITC sections or better yet the 50 SITC divisions (or somewhere
part way between the two) would serve the purpose. The supplemental informa-



tion could, for these purposes, omit all data on the purely “military hardware”
items.

Such supplementary figures could be most appropriately compiled by the
Ministry of National Defense from its records of receipts under MAP. The value
figures in Hwan or U.S. dollar would have to be estimated by applying to the
quantity figures available in the Ministry of National Defense estimated unit value
figures obtained from the regular import statistics or from other available price
data. The BOK, Customs, and MCI could undoubtedly assist in thus pricing part
of the compiling work. Errors in the estimated value figures larger than normally
acceptable in import statistics would probably not seriously undermine the useful-
ness of the data. :

In addition to making such data available to the civilian ministries it
is recommended that the published explanation of statistics issued by BOK call
attention to this omission from the import statistics and the fact that this omission
may be significant to some of the uses made of the statistics. If military security
permits, it is recommended that the explanation provide some rough measure in
value terms of the extent to which MAP imports which act to relieve the civilian
economy of a burden are omitted from the regular import statistics.

III. The need for scparate data on imports under various types of projects
and the possible need for similar data on exports.

There appears to be a clear need for separate import data under various
types of projects to meet the needs of the Korean Government agencies in their
administration of development projects, the exchange control program, and the
various aid programs in general. It would not appear necessary for such separate
information to appear in the printed statistics as is now done in part but instead
the information might well be made available to the various ministries only in the
form of tabulation sheets (these sheets would be copies of punch card tabulation
sheets after transfer of the compiling from manual to punch card methods; see V
below for a discussion of the need for conversion to punch card compiling work).

The most effective means of making the segregation by type of project
would be to make use of the project numbers which either now appear on the
import declaration form or for which arrangements can readily be made to have
them shown. In addition the name of the consignee which appears on the declara-
tion would also be necessary for the segregation of relief agency imports. A sep-
arate import status code is in process of development which would, by the use

of these project numbers and consignee names, separately identify imports under



the various titles of PL 480, imports by relief agencies other than under PL 480,
AID project and non-project imports, and KFX government (OSROK) and com-
mercial imports and imports under certain types of other projects. There may be
difficulty in obtaining accurate information for all the codes called for in the pro-
posal but many of the breakdowns can apparently be readily obtained.

With such a code in use separate tabulations could be prepared for each
of the various import status codes showing the commodities imported and, if de-
sirable, the countries of origin of the merchandise. It would appear desirable also
to prepate a tabulation showing for each SITC commedity (or for certain group-
ings of commodity such as the SITC divisions or groups) how much was import-
ed under each import status category. It is clear that these separate tabulations
could most readily be prepared by punch card techniques, and that the results
would be more accurate and available more speedily.

There is the possibility that similar separate tabulations may prove to
be desirable for exports in order to provide government agencies with information
on the success of export promotion or subsidy programs. This can also be most
readily done if punch card equipment is used to compile the statistics. It is also
conceivable that a useful purpose would be served if, after punch card equipment
is in use, information on each import or export shipment were to be listed in
license number order to provide information on the rate at which licenses are be-
ing used and information on the inventory of licenses not yet used.

It is also possible that for imports separate information on imports

under individual AP, PIO/C, etc., project numbers would prove to be valuable.

IV. Need for a commodity classification system for foreign trade which
will serve all government needs, both for statistical and administrative.

Customs has been engaged for a number of months in converting the
Korea import tariff commodity classification, which is also used to compile the
import and export statistics, to the Brussels Tariff nomenclature. This very com-
mendable project was aimed at taking advantage of a carefully defined classification
system with voluminous explanatory notes to assure accuracy and consistency of
the classification of commodities for duty purposes. Unfortunately this work was
practically completed before it became known in Korea that both Brussels and the
SITC had been revised to tie the two classifications together rigidly.

By the time the revised Brussels and SITC had been received in Seoul
it had been agreed among the agencies involved that Customs in adopting the
revised Brussels (which is directly rather than merely approximately convertible to



the SITC) would provide such added detail as is needed by BOK and MCI. Cus-
toms has now done this very effectively and promptly so that the new Korean
tariff classification in terms of Brussels will, when it becomes eflective in January
1962, make it possible for tabulations to be prepared by a very easy conversion
to a SITC basis with modifications designed to bring out products important in
Korean trade and not shown separately in the SITC. Some of these modifications
are pertinent only for Korean exports and the printed Korean Tariff used by im-
porters, exporters, and customs appraisers in classifying products will make it clear
that the added detail should be reported only for export shipments.

Starting in January 1962 it can be anticipated that the foreign trade
and related statistics will have a common commodity classification system based
on the detailed Brussels explanations and that this should go a long way to assure
accurate and consistent classification of individual export and import shipments. It
is to be anticipated that MCI will adopt the new classification for the administra-
tion of its export program at the beginning of the new annual program in July
1962.

The Korean ministries are to be commended on their cooperation in
adopting a common classification system for foreign trade. The changes now be-
ing made become a landmark in cooperation among statistical and administrative
agencies.

To the extent that these changes result in individual import and export
shipments being classified on a commodity basis by customs appraisers rather than
by different agencies there will be an improvement in accuracy and consistency of
classification which has come about because the agencies involved saw the advan-
tage of relying on customs appraisers for this function; the appraisers are in a
key position to carry out this classification function effectively since they inspect
the merchandise and are also able to make use of pertinent supplementary docu-
ments such as the invoice and bill of lading.

The conversion of the statistics from the new Korean tariff classification
based on Brussels, to other classifications such as the SITC and any others needed
by Korean Government agencies will of course be facilitated after the import and
export statistics compiling work is converted to punch card equipment (see V
below).

A problem involving commodity classification which should be looked
into is that of deciding the extent to which commodity detail should be provided

in the foreign exchange tabulations prepared in the BOK. Aside from differences
between the foreign exchange tabulations and the export and import statistics aris-



ing from differences in the values shown (c.if., f.o.b., etc.) and differences in the
timing of what period particular transactions are included in each of the two sets
of statistics, the foreign exchange tabulations will differ from the export and im-
port statistics because they are made from records for which the commodity clas-
sification determination is not made by Customs appraisers as the import and export
classification determinations are. These foreign exchange tabulations fulfill a very
useful function and should contain some commodity detail. Since it appears unlikely
that important discrepancies between the commodity information in the foreign
exchange tabulations and the tabulations based on import and export declarations
will occur if the foreign exchange tabulations are limited to broader commodity
groupings such as the 10 SITC sections or 50 SITC divisions (which apparently
would adequately serve the purposes of the foreign exchange statistics) it would
appear probable that the BOK and the Interagency Committee will recommend
limiting the foreign exchange tabulations to such summary commodity groupings.

V. Need for punch card speed, accuracy, and flexibility

While the manual compilation of the Korean export and import statis-
tics is a very effective and efficient operation and conversion of the work to punch
card equipment will increase speed and accuracy, will permit readier conversions
from one commodity classification to another, and will permit additional arrange-
ments of existing statistics and new statistics to be readily compiled. Some of
these advantages have been pointed out in Sections III, and IV above.

It is fortunate that this opportunity to convert the compiling work to
punch card equipment exists as a result of the establishment of a data processing
center in the BOS. This center has been equipped with a complement of IBM
machines which should be adequate to carry out many of the data processing func-
tions of the Korean Government including the compilation of foreign trade statis-
tics. At the same time the use of this equipment for the population and other
censuses has resulted in training the operating personnel so that they are capable
of taking on these other types of data processing work.

Now that there has been informal agreement that punch card compilation
should start with the January 1962 statistics and planning work toward that ob-
jective is going forward it is apparent that the punch card procedures will permit
a number of new arrangements of existing data to be prepared with little effort.
It will also permit a prompt and convenient compilation of data on the amount
of duty and of other taxes collected on imports.

Punch card equipment will furthermore provide, for credibility checking



purposes, unit value information on individual shipments which should also prove
helpful in the preparation of quantum and unit value indices. The preparation of

tabulations by the new import status code described in III above will also be fa-
cilitated.

The introduction of punch card equipment in the foreign trade statistics
work may also lead to other related work such as that done by BOK in compil-
ing foreign exchange statistics being improved by the use of this equipment. There
is the possibility of matching data on individual shipments from the foreign ex-
change and import-export declaration records to provide further information in the
export and import statistics; for example, the type of foreign exchange used and
the amount of foreign exchange involved (presumably different in some shipments
from the appraised value shown on the declaration). It would be best to explore
such possibilities only after the regular work is well established on the punch card
equipment and only if it appears likely that this more elaborate use of punch card
equipment to match separate files will produce useful results worth the extra effort.

Meanwhile efforts should be concentrated on getting the basic import
and export statistics established on punch card equipment so that the continuation
of manual compilation as a safeguard during the transition period can be abandon-
ed promptly. This will involve coming to decisions in regard to a number of
matters and taking necessary actions. These include such things as:

(1) Arranging for an extra copy of the import and export declaration
forms carrying changes made by the appraisers to be transmitted
to Customs in Seoul on a current basis as the goods are cleared.
It is well established on the basis of the experience of other coun-
tries that a copy of the declaration forms must be provided for ex-
clusive use in the compiling of the statistics. Countries which have
attempted to use copies of the declaration forms which are also
used for other purposes such as auditing have usually abandoned
the practice and have provided copies of the forms for exclusive
use in the statistical compiling process.

(2) Arrange for set-up totals to be made available for each batch of
declarations before punching so that it can be certain that all cards
are punched and are punched correctly for at least one or two key
items of information which will appear in the statistics, for example
the Hwan or dollar value figures.

(3) Establish the necessary country, port, and import status codes to be
punched in the cards. These codes are either already established



and agreed upon or are nearly at that stage.

(4) Establish the content of the master cards for use in converting
from the Korean tariff classification to be used in January 1962
(Brussels modified to reflect the need of additional commodity
detail because of the character of Korean exports and imports).
Have BOS punch and verify these master cards meticulously so
that they are essentially error-free.

(5) Arrive ot interagency agreement on the exact tabulations to be
prepared. Agreement on this is well along but there still remain
questions 2s to the exact form of tabulations of such items as
amount of duty collected, amount of other taxes, and separate tab-
ulation by import status code. Agreement will also be necessary
on the number of copies of each punch card tabulation and the
distribution of the copies to interested agencies.

(6) Lay out punch card procedures and wiring diagrams for IBM plug
boards including the very important procedures for being certain
that all tabulations are in balance, i.e. add to the same overall
totals. Design at least a rough procedure for the credibility check-
ing which Customs will perform on the first punch card tabulation
to be prepared each month and prior to the preparation of the
basic statistics. The procedure for credibility checking can be mod-
ified and developed based on experience during the early months
of the punch card work.

For much of this work guidance may be obtained from the UN Com-

piling Manual for External Trade Statistics, copies of which have been supplied to
the BOK and the USOM Customs Adviser.

V1. Need for speedier import coverage

It appears to be a serious difficulty with the Korean import statistics
as used for many purposes that, because the statistics are based on the import
declaration after the goods have cleared Customs, the statistics cover goods which
actually arrived weeks and months earlier. A study measuring this elapsed time
was made for September 1961 import clearances and Tables I and II contain ex-
tracts from the more detailed tabulations prepared by BOS. (The detailed tabula-
tions are on file at Surveys and Research Corporation.)

Table I shows that for the month of September (the results in other
current months would presumably be similar) only about half (55.8%) of the



import declarations were filed within 30 days after the arrival of the merchandise
and that this situation is much worse for ICA goods (37.3%) than for non-ICA
imports (63.4%). Some 21.0% of the declarations show an elapsed time of more
than 90 days and this is worse for ICA cargo (32.3%) than non-ICA (16.0%).

Table II which is in terms of dollar value rather than number of
declarations shows that for only 43.2% of the value the import declarations were
filed within 30 days after arrival with the percent for ICA goods (38.5%) worse
than for non-ICA (48.9%). The contrast here between ICA and non-ICA is not
as great as in terms of number of declarations indicating that while a higher pro-
portion of non-ICA declarations are filed within 30 days they tend to be low-value
declarations. (The detailed tables prepared by BOS bring out this contrast more
clearly since they are a two-way distribution of number of declarations and dollar
value by intervals of elapsed time cross-classified by declaration value categories.)

One aspect of this problem has been brought out by the BOK in the
case of imports of a fertilizer plant where the imports were released by Customs
under a pre-clearance procedure before the amount of duty had been determined.
The goods are being used for the construction of the plant but final clearance of
the import declaration or declarations may take months or years and the import
statistics will not reflect the imports of the goods until that time. Procedures to
take care of the relatively small number of exceptional circumstances of this type
have recently been agreed upon; essentially they provide for inclusion of informa-
tion on such shipments at the time of pre-clearance even though the amount of
data has not yet been determined. Even with this arrangement the problem of
the lag in import coverage still remains for large numbers of shipments.

Certain observations can be made on this overall problem. In general
there are basic differences in the need for import statistics based on arrival and
those based on Customs clearance:

(1) Statistics based on import declarations which have cleared Customs
appear to be needed to provide data in terms of the actual Tariff
paragraph under which the goods were classified by Customs and
with quantity and value data as determined by Customs under the
clearance procedure.

(2) Statistics based on arrivals are needed since the goods are basically
in the Korean economy at time of arrival.  Practically no goods
are reexported and the goods may be held in Customs bonded
storage warchouses merely as part of inventory without payment
of the duty which would have to be paid if the goods were entered



through Customs and withdrawn from the Customs Warehouse.
The Customs bonded warehouse charges are apparently not appre-
ciably greater and perhaps may be less than the charges in other
warehouses.

A possible solution would be to require that importers file the import
declaration within 10, 20, or 30 days of arrival of the goods and that the clearance
procedure, including appraisal and classification of the goods by tariff paragraph,
be completed but no duty paid. The import declaration could then be used for
statistical purposes and the statistics would cover arrivals with a lag of only 10,
20, or 30 days; the statistics would, however, be subject to some need for correc-
tions after final clearance since the tariff classification or the quantity or value
data may change in some cases. This would nevertheless be a very big improve-
ment over the situation reflected in Tables I and II; there would be some correc-
tions to the statistics after issuance but it is here assumed the number of such
corrections would not be great. This solution to the problem does require a
change in legal requirements and adds some burden to importers and collectors of
Customs.

An alternative would be to require a greatly simplified form to be fil-
ed for statistical purposes within say 5 or 10 days of arrival of the goods. This
form would omit the bulk of the information called for on the import declaration,
would not be a document having any legal status as far as duty payments are
concerned, and might not receive anything more than a superficial review by the
Customs appraiser. With such a form an additional set of statistics based on ar-
rivals could be compiled. The new statistics might well provide somewhat less

detail in terms of the Tariff paragraph and SITC breakdowns than the statistics
now being compiled and which would be continued without change. With two
sets of import statistics, both types of need as outlined above would be met. In
addition comparison of changes in the two sets of figures would provide informa-
tion on changes in warehouse stocks, a type of information for which there ap-
parently is a valid need.

It is believed that a solution to this overall problem can be worked
probably under one or the other of the alternatives outlined above. Because the
first solutions at least will require changes in statutory requirements, and either of
them will require substantial changes in Customs procedures and the work done by
importers, it appears that the possible solutions should be thoroughly investigated.
Since both Customs and BOK are actively engaged in other urgent matters
involving changes in the statistics (as outlined in the preceding parts of this re-



port) it would appear that a solution to the problem of slow import coverage
will have to be taken up only after the conversion of the compiling work to
punch card equipment and the conversion of the Korean Tariff to Brussels. Both
of these changes are scheduled to start in January 1962 but each of them may
require a month or two to become established on a firm basis. At that time
methods of speeding up import coverage should be actively explored.

Some Additional Suggestions for Further Investigations

(Not necessarily in any order of priority)

(Additional areas for investigation are suggested in the UN com-
piling manual for External Trade Statistics referred in V above)

(a)

)

Match a sample of import and export declarations to the foreign
exchange records of BOK to compare the value shown on the
declarations with the amount of foreign exchange paid or received.
This will provide a measure of variation between the declared and
payment value. Depending on the size of the sample a tendency
for variations to occur by country of origin or destination or by
commodity group may be measured. (The detailed tables prepared
by BOS from which the Tables I and II referred to in Section VI
above were derived provide data for variance calculations needed to
determine the size and stratification of the sample.)

After the compiling work is established on punch card equipment
determine sample size and stratification for a sample of declarations
selected as received in Seoul to be used to turn out a preliminary
estimate of the total hwan or dollar value of exports and imports
a week to ten days earlier than the regular statistics even after the
compiling work is being done on punch cards. Determine whether
the need for such figures at an earlier date warrants the work of
selecting and processing the sample each month.

(¢) Measure incidence of error in punching and the probability of dis-

covering such errors in the creditability check to determine whether
sample card punch verification can profitably be adopted. From the
detailed table prepared by BOS and referred to in Section VI it
can be observed that almost half of non-ICA import declarations
are valued under $2,000 but that these account for less than 10%
of the value of the shipments. Non-ICA shipments of $20,000
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plus are only about 5% of total non-ICA shipments but account
for about one-third of the dollar value. The distribution of ICA
shipments is not particularly skewed ; about 15% of the declarations
and about the same percent of the dollar value are in shipments
value as in shipments valued below $2,000; about 15% of the ICA
shipments and 60% of the dollar value are in shipments valued at
$20,000 plus. There seems to be a potential for sample card-
punch verification on low-value non-ICA imports. The fact that
the distribution of the number of non-ICA shipments by value size
is skewed may offer other possibilities for concentrating work aim-
ed at accuracy on the high value shipments which are relatively
few in number but very important in the statistics.

Check to make certain the import declarations being filed with
Seoul Customs approximate other OSROK figures on its imports.

Question the desirability of continuing to include household effects
and unaccompanied baggage in the import statistics. Review prac-
tices of other countries and solicit advice of UN Statistical Office.

After import status code tabulations are started, continue to probe
on a sample basis the accuracy with which the import status code
is being reported and used in the statistics. Information on this
may be obtained as a result of a study such as that outlined in (a)
above.

Measure consistency of assignment of Tariff Code to export ship-
ments by having more than one appraiser independently (i.e. with-
out knowing what another appraiser has done) assign the Tariff
code to a sample of export declarations. This will provide a meas-
ure of the need to tighten up procedures. For imports it can be
assumed that Customs is assuring consistency of classification al-
though a joint study of the degree of consistency might be made
with customs particularly to measure the consistency of classification
among categories where the rate of duty is the same, i.e. the clas-
sifications are separate primarily for a statistical or informational
purpose and not because rates of duty are different.

For a sample of import or expott declarations measure the differ-
ences between country of origin/destination as used in the statistics
and country of lading/unlading country, consignment, or purchase/
sale as a guide to any decision to retain or modify the country
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definitions used or to provide supplemental information on country
of purchase/sale in addition to origin/destination (a few countries
provide separate purchase/sale data in addition to data on an origin/
destination or consignment).

Compare hwan and dollar figures on a sample of import and ex-
port declarations. This could most easily be done using the IBM
604 after the compiling work is transferred to punch cards. Are
variations in differences related to country of origin/destination and
to commodity in an expected pattern? Would it be desirable to
include such a comparison of hwan and dollar value figures for
each import and export transaction as part of the credibility check
of each month’s statistics to uncover punching or other errors before
the regular statistics are prepared?
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MINUTES OF MEETING

(Meeting started at 1400 hours)

Chief Park,

Statistical Standards Section (Rapporteur):
Let us now start our discussion on the problem of coordinating foreign trade
statistics.

Director Kahng, Bureau of Statistics.

Chief Park:

Dr. Ely:

Chief Park:

I thank you for your attendance. I regret, however, that the Coordinator
is not able to be here because of another meeting he has to attend. There
are a number of short comings in foreign trade statistics today. Discrepancies
of data on identical coverage, duplication of work among various agencies, dis-
orderliness of statistical standards, these are some of the many shortcomings
in this field.

It is urgent that officials and scholars in this field undertake joint discussions
and researches for the purpose of attaining effective coordination of foreign
trade statistics. Mr. Ely, who has been in inivited to Korea by the Statistical
Advisory Group, has made intensive studies during the past four weeks,
and prepared a preliminary report that has just been handed out to you.
He will continue his studies three more weeks. I am pleased, on this
occasion, to have this meeting for improvement of foreign trade statistics.
Dr. Ely has been engaged in the field of foreign trade statistics during the
past twenty years, and is Chief of the Foreign Trade Statistics Division of
the Bureau of the Census. He is undoubtedly expert in this field. This
meeting has been proposed by the Statistical Advisory Group, and I hope
that it will be very profitable.

I would like to suggest that at the outset we hear from Dr. Ely.

From the impression I got from my visits to the Customs Office and the
Ministry of Commerce and Industry, and so on, I feel that the situation is good
enough to produce satisfactory foreign trade statistics. I found that there are
some able staff in the Bank of Korea, and their performance is satisfactory.
I think, however, coordination is required to improve commodity classification.

I suggest we suspend this meeting until the Director of the Bureau of Trade,
Ministry of Commerce and Industry, arrives; he has just telephoned that he
would be here very soon.
(Motion accepted, and the meeting resumed at 1425 hours upon arrival of
the Director of the Bureau of Trade)



Director, Bureau of Customs, Ministry of Finance:

The work involving the classification of major divisions must be done by
the organization functionally responsible for such a task, and it must be
done, I think, through an advisory body of experts.

Director, Bureau of Trade, Ministry of Commerce and Industry:

I agree. The classification must be done by a specific organization.

Director, Bureau of Planning, Economic Planning Board:

Chief Park:

I feel it will be appropriate that the advisory body represent the Ministry
of Commerce and Industry, the Ministry of Finance, the Office of Supply, the
Bank of Korea, and the Statistical Advisory Group.

Continued analyses, I think, must be made on the manner of presentation
and the method of classification for the interest of users of the data. In order
to centralize foreign trade statistical administration, I feel it is necessary to
organize a working committee consisting of staff members of section chief
or subsection chief ranks.

Director, Bureau of Customs, Ministry of Finance:

Chief Park:

I noted with interest a number of important observations. 1 appreciate deeply
that he has made many recommendations upon his studies.

(a) Since the Bureau of Customs compiles foreign trade statistics from the
customs data, that is, from the transactions for which trade licenses have been
issued, the data do not match the corresponding Bank of Korea data, which
are compiled on the basis of opening of letters of credit.

(b) Due to the very nature of customs administration, it is not possible to
compile the data without delay, because import declarations may be delayed
as long as six months from the date of arrival.

(¢> The current commodity classification is the one adopted ten years ago
for the purposes of customs collection, and it is obsolete. It is necessary,
therefore, to adopt a new system of commodity classification according to
SITC-BTN.

(d) The discrepancies between the data based on foreign exchange and foreign
aid and that of foreign trade are partly due to the fact that the Office of
Supply imports are subject to a simplified customs clearance procedure. I
assure you that I will do what I can to remove these discrepancies. In the
past, the customs data were compiled on a monthly basis, so that a lag of one
month was unavoidable, but from now on the compilation will be on a daily
basis so that the data can be promptly furnished., I think it will be preferable
to use IBM.

We will study how to process foreign trade data by IBM, and will do all
that we can to meet your demand on IBM insofar as the workload does



not interfere with the Census data processing.

Director, Research Department, Bank of Korea:

Chief Park:

I would like to explain why the Bank of Korea needs foreign trade statistics.
(a) The Monetary Board needs the data as a basis for formulating money
and foreign exchange policies.

(b) The Bank of Korea is responsible for administration of foreign exchange
and foreign aid.

(c) The Bank of Korea, on behalf of the government, compiles statistics of
balance of international payments, and the Bank is frequently requested to
supply data in this field.

The data compiled by the Customs Bureau is defective in that due to the
limitations resulting from the overriding interest in customs administration,
15 to 20 per cent of imports under foreign aid or special government license
are not regularly cleared so that that portion is omitted from the data. It
has been, therefore, necessary for us to adjust the data in order to accommo-
date the omissions. The fact that the Ministry of Commerce, the Customs
Bureau and Bank of Korea use different classifications and compile the data
on different basis, has caused considerable inconvenience, and it is very desir-
able to standardize the coverage, period, and analysis. It is also desirable to
appoint one agency exclusively to furnish the data and another to publish.
I think it will be proper for the Bureau of Statistics to assume the releasing
and publishing of all the foreign trade data. Unless other agencies refuse
to cooperate, the Bank of Korea is willing to try to improve foreign trade
statistics, as recommended by Dr. Ely.

I propose to make the Bank of Korea, in order to make the use of foreign
trade statistics convenient by removing duplications and discrepancies, the
sole agency to deal with foreign trade statistics.

Director, Bureau of Trade, Ministry of Commerce and Industry:

The Ministry of Commerce and Industry is compiling foreign trade data on
a case-by-case basis according to item, but we are having difficulties in regard
to the Military Assistance Program and the Office of Supply materials.

Director, Bureau of Planning, Economic Planning Board:

Our difficulty with foreign trade data is the classification.

Director, Customs Bureau, Ministry of Finance:

That difficulty will be overcome when a new classification according to SITC
has been adopted.

Statistical Adviser:

Since it will take some time before we can establish a high level advisory
council, it will be appropriate to start at working group level.

—29



Director, Bureau of Foreign Aid, Office of Supply:

Chief Park:

We will cooperate with a new scheme as soon as it gets finalized.

We have now resolved that for the time being the Bank of Korea will be
charged with the task of standardizing foreign trade statistics, and the Mini-
stry of Commerce and Industry, the Customs Bureau, the Bank of Korea, and

the Bureau of Statistics, will jointly organize a working group. Meeting is
adjourned for the day. (1600 hours)



Table I: Number of Korean import declarations by elapsed time between arrival of vessel
and filing of import declaration (September 1961 from MCI file of forms imto
which information from import declarations is transcribed)

Elapsed  time  from IcA Non-ICA Total
arrival of vessel to cargo cargo cargo
] !i(zg or dmmz‘zre Number of % of Number of % of Number of %of
of import declaration declarations total declarations total declarations total
10 days or less 124 18.8 582 38.5 706 32.5
11-30 days 128 19.5 377 24.9 505 23.3
31-60 days 103 15.7 206 13.6 309 14.2
61-90 days 90 13.7 104 6.9 194 8.9
91-180 days 166 25.2 179 11.8 345 15.9
181 plus days 47 7.1 64 4.2 111 5.1
Unknown*® 36 — 118 -— 154 —
Total except unknown 658 100.0 1512 100.0 2170 100.0

*Illegible, multiple arrival dates on one declaration, etc. The unknowns have no decided
tendency to be high or low value or to be a greater or less elapsed time.

Table II: Dollar value (000's) of Korean import declarations by elapsed time between ar-
rival of vessel and filing or clearance of import declaration (September 1961 from
MCI file of forms onto which information from import declarations is transcribed)

Elapsed time  from ICA Non-ICA Total

arrival of wessel to cargo cargo cargo 7
filing or clearance Valne % of Value % of Valus % of
of import declaration $C000's) total $(000'5) toral %C000's) rotal
10 days or less 1,646 19.5 1,974 27.5 3,620 23.2
11-30 days 1,606 19.0 1,515 21.4 3,121 20.0
31-60 days 1,433 17.0 1,012 14.1 2,445 15.6
61-90 days 1,160 13.7 883 12.3 2,045 13.1
91-180 days 2,165 25.6 1,392 19.4 3,557 22.8
181 plus days 441 5.2 397 5.5 838 5.4
unknown* 450 — 473 - 923 —
Total except unknown 8,450 100.0 7,177 100.0 15,627 100.0

*Illegible, multiple arrival dates on one declaration, etc. The unknowns have no decided
tendency to be high or low value or to be a greater or less elapsed time.
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