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KOREA AND THE FOURTH INDUSTRIAL REVOLUTION; 1960-2000

W, W, ROSTOW

In asking me to talk to you about the past of the Republic of Korea — reaching back to
1960 — and the future, down to the year 2000, you have set the most challenging task of our trip
through Asia. This is the case for three reasons: first, it is always easier to talk usefully about the
past than the future; second, you here in Korea have a much firmer grasp on the tasks and chal-
lenges ahead than I, a teacher from Texas; third, the world economy has become so interde-
pendent — and is becoming more interdependent every day — that one must know, in effect, what
will happen in the world economy as a whole over the next generation before one can estimate
the likely course of the Korean economy.

Things were somewhat simpler when I spoke at Seoul National University on May 3, 1965.
Then the world economy was in the midst of the greatest period of sustained expansion of the past
two centuries. It had been going on steadily since about 1951, when a decline in basic commodity
prices set in, lifting real incomes in Japan, Western Europe, and the United States, setting in mo-
tion an extraordinary expansion in the production of automoebiles and durable consumers goods as
well as a sustained increase in cutlays for education, medical services, and travel. In that setting of
global prosperity, the future of the Korean economy hinged essentially on what you yourselves
could accomplish. And I could conclude that you had already built the essential preconditions for
take-off and were actually in the early stages of take-off,

Specifically, I argued that the following foundations for take-off were already in place by
May 1965: a sound agricultural policy; a solid physical infrastructure; and a remarkable expansion

in educational facilities. The latter had already vielded the most precious asset of all: a talented,

competent, energetic new generation of workers, technicians, public servants, and private entre-
preneurs. In addition, one could observe a surge of industrialization based on import substitution;
but. even more important, policies were in place which avoided excessive protection, and there was

a widespread . termination to press forward with diversified “non-traditional” exports. Finally,
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South Korea had a government committed to leading the society forward in rapid modernization.
On this basis, I was able to conclude that Korea was already in take-off; that it could face

the future with confidence: and it could normalize safely its relations with Japan.

11

Although I was an optimist about the Korean economy in 1965 — indeed, I was widely criti-
cized for being over-optimistic ~ I confess 1 would never have predicted the pace and character of
Korean economic development down to 1983. You have averaged something like 7% annual
average growth in real income per capita for a generation — very near the top by World Bank calcu-
lations. But you all know these and the other remarkable numbers reflecting Korea’s growth better
than 1 do: the extraordinary rise in exports, the diversification of industry, the decline in the birth
rate, the achievement of almost complete literacy, an equitable income distribution even by the
standards of advanced industrial countries, and all the rest.

From the perspective of my stages of economic growth, Korea moved with unexampled
speed from take-off into the drive to technological maturity, The backlog of technologies available
to you as a latecomer to take-off has been swiftly absorbed; that is, metal-working, light and heavy
engineering, chemicals (including synthetic fibers and plastics), electronics, nuclear power. In the
world before 1914, a take-off tended to last about twenty years, the drive to technological matu-
rity about sixty years. Because of the technological backlog available te Korea and the capacity of
your workers and entrepreneurs to absorb it, | estimate that take-off was accomplished in seven
vears (1961-1968), and the drive to technological maturity will be accomplished in about twenty —
say, by the end of this decade. South Korea moved through both of these stages in about one-
third of the time typically required before 1914. But, as we shall see, there is an important ques-
tion posed for the definition of technological maturity by the emergence in recent years of a new

batch of major technologies.
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Now what about the future down to the year 2000?

A simple — even simple-minded — answer as to where Korea will stand in the vear 2000

would be to project its real income per capita over the next generation. In 1981 per capita GNP
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was estimated as $1636 current dollars. Its average growth rate over the previous generation was
7%. If that rate should persist, Korea would enjoy, in 1981 dollars, an average per capita income in
the year 2000 of $5917. This wou!d place it in the ranks of the presently advanced industrial
market economies, by World Bank definition, enjoying, in my vocabulary, the advantages and
costs of high mass consumption. And, barring some great catastrophe on the world scene, that is,
broadly, a reasonabie prospect for the people of Kored.

But, as you who have lived through the past generation know, growth involves much more
than the ageregate expansion of real GNP per capita. The rate of growth_is the result of what
happens in particular sectors; the pace at which new technology is absorbed in those sectors;
the quzlity of entrepreneurial leadership in those sectors; the development of institutions and
public policies to mobilize savings and direct them efficiently into the appropriate sectors; the
management of private capital imports to assure that they flow to appropriate sectors; the diver-
sion of public reasources to infrastructure and to education; the capacity to adjust rapidly to ex-
ternal economic¢ shocks; and much eise. I do believe that (like Japan and Taiwan) one of Korea’s
great assets is that neither its economists nor its public officials could fall into the intellectual
trap wluch inhibits the economists and economies of the West; namely, the belief that modern eco-
nomies cin pe adequately managed by the tools of macroeconomic policy alone — that is, by
fiscal and monetary policy. The pace of change over the past generation has been so rapid — the
necessary st-uctural changes so great — that you have had to concern yourselt with issues offen
taken for g== ' =' in the West: notably, with the absorption of new technologies in the sectors
and with instititional changes.

Mv research over the past decade suggests that two powerful and pervasive structural forces
are at work in the world economy on the basis of which the Republic of Korea — and ail of us
should -- make our dispositions for the future. I have come to call these structural forces the
Fifth Kondratieff upswing and the Fourth Industrial Revolution. And those two concepts [ had

better pause and explain.

v

A minor but persistent strand in the history ol economic thought in the twenticth century is

speculation about the possibte exisience of long cycles in the world economy. They are generally
dated as 40-60 years in length.

Such cycles are usually associated with the name of Nicolai Kondratieff, a Russian econo-



mist working in the 1920’s. He crystallized a body of price, interest rate, and money wage data,
beginning in the 1790%, which exhibited two and a half jrregular but clearly identifiable cycles
and the beginning of a third downturn. He never developed, in his own phrase, *“‘an appropriate

theory of long waves.”” But he speculated in an interesting way about possible causes; for example,

changes in technology, wars and revolutions, the bringing of new countries into the world
economy, fluctuations in gold production. Kondratieff’s suc;:essors in this line of speculation have
explored each of his leads. Over the whole span since 1790, hypotheses about cycles in innovation,
wars, gold discoveries, or cycles in overall growth rates break down when subjected to close
analysis, The only hypothesis that does the job for the whole two century era is one centered on
the prices of basic commodities relative to manufactured products.

Specifically, I have taken the view that, with some foreshadowing in the second half of the
1960’s, the world economy moved at the close of 1972 into the fifth protracted period of relative-
ly high prices for basic commodities after experiencing some twenty years of absolute or relative
decline in those prices, starting in 1951, Thus, since 1951 we have lived, in my view, during the
Fourth Kondratieff Downswing (when the relative prices of basic commodities fell} and a part, at
least, of the Fifth Kondratieff Upswing.

For our purposes, the central phenomenon of a Kondratieff Upswing is that a shift in the
diection of investment is required towards the expansion of supplies of (or substitutes for) the
high-priced commeodities in relatively short supply. That shift is necessary to avoid a frustration
of growth due to a relative shortage of basic commodities and progressively higher relative prices
for such commodities. That process occurred during the four previous upswings. On the down-
swing, with some inferesting explicable exceptions, investment shifted towards industrial sectors,
consumers goods, urban infrastructure and service sectors where the relative proritability of
investment was now favorable, That happened between 1951 and 1972, as in three earlier down-
swings. As 1 suggested, the Fifth Kondratieff Upswing began, at the close of 1972, with an ex-
plosion of grain prices, followed by a gquadrupling of oil prices the next year. In both cases,
exogenous events played a role; that is, the poor harvests of 1972-73 and the Middle East War of
October 1973, But a deeper ¢xamination makes clear that sirong endogenous forces were at work
in the late 1960’s which decreed, in time, a reversal of post-1951 relative price trends.

As of early October 1983, of course, energy, food and raw material prices are soft »s com-
pared to their levels, say, two or three years ago; and it is wholly fair to ask if the Fifth
Kondratieff Downswing has begun after a much shorter upswing than in the historical past. After

all, the length of the upswing was often determined in the pre-1914 world by the time it took to



open up new territories and bring them into large-scale, efficient production. Now much of the
expansion will come from increases in productivity, the exploitation of already accessible
resources, or the switch to substitutes. Moreover, the increase in energy prices in the two oil
shocks of the 1970’s was so extreme by historical standards that it might have induced more rapid
compensatory adjustment than in the historical past,

On the other hand, it may well be that we have, as on a number of occasions in the past,
a transient break in the trend, and the Fifth Kondratieff Upswing will reassert itself if the world
economy revives. Consider, for example, the following:

— In diminishing degree, the softening of raw materials, energy, and agricultural prices has
been caused by the current severe recession. The international future markets have for some time
been signalling a probable rise in the prices of industrial raw materials, and special factors in the
U.S. may raise agricultural prices over the next year.

Experts argue over the probable short-term course of the world oil price; but the con-
ventional wisdom is that it will remain steady or rise moderately if reasonable growth continues
in the world economy, despite excess OPEC production capacity,

There is also a degree of expert agreement on the long run price of oil and energy. Some —
probably a majority — argue that the real price of oil will resume its rise by the second half of the
1980’ if the world economy generates a reasonably high and regular growth rate, In that case, a
little noted aspect of the pattern of world energy consumption is likely to reassert itself; namely,
the much higher rates of increase in energy consumption in the developing regions than in the
advanced industrial world. For example, primary energy comsumption increased in the U.S, and
Canada, between 1971 and 1982, at the rate of 0.8% per annum; in Western Europe at 1,0%;
in Japan, at 1.6%; but in Latin America, the Middle East, Africa, and Asia at between 5.1% and
6.6%. History, in fact, is not linear; but primary energy consumption in the developing regions
would exceed that in Western Europe and North America in a quarter century, if the differential

expansion rates of the 1970’s were to persist. The reasons for the higher real growth rates at this

stage of their history than those of the advanced industrial countries; high rates of expansion of
population in energy-intensive cities; the rapid absorption of energy-intensive technologies such as
steel, metal-working, and chemicals; higher rates of expansion in motor vehicle use.

- There are some 21,000 oil fields in the world; but 2% of those fields hold 82% of total
recoverable oil, 5% hold 90%. Question marks have over the probable future rates of production
of certain great oil fields in the United States, the Soviet Union, and elsewhere; and the best

geologists | know tell me it is unlikely that new finds, which will certainly be made, will match



the rundown of existing established oil reserves,

— Finally, the oil producing region of the Middle East is not a particularly stable part of the
world.

With respect to agriculture, the reason for not assuming a persistent declining price trend is
different., The inescapable increase of populatioﬁ in the developing regions, due to age structures,
despite current desclines in birth rates, may add something like 2 billion human beings to the
planet in the next generation; and overall, the rate of increase in agricultural production in those
regions is not yet matching the rate of increase in the demand for food, inducting an annual
rate of growth in grain imports of more than 3% per annum, In 1982, of the 65 low-income food
deficit countries in the world either no increase or a decline in cereal production occurred in 47;
while in three the gains in production were less than the raie of population growth. In addition,
there is the apparently intractable pathology of agriculture in most of the Communist states.

As for raw materials, there is evidence of underinvestment in recert years and distorted
patterns of investment. In Latin America, for example, the tension between an understandable
nationalist desire to control fully natural resources and an understandable desire of foreign
investors for stable and reasonable terms for their outlays has resulted in a number of countries
in reduced rates of raw materials development. If the world economy revives, we may encounter
raw material prospects, the World Bank as estimatad that 1977-2000 capital requirements for
additional capacity in seven key minerals would come to $278 billion (in U.S. 1977 dollars), of
which $96 billion constitutes investments in the developing countries. (In 1982 dollars the figures
would be about $342 billion and $118 billion, respectively.) Without dogmatism, 1 am inclined
for these reasons to believe, on balance, that the Fifth Kondratieff Upswing is not over if the
world economy revives in the 1980’s; and that a relative rise in basic commodity prices is likely
to assert itself again during this decade,

For our purposes, this means that very large additional investments must take place within
the world economy in energy, agriculture, and raw materials if growth is to go forward at normal
rates and a still rapidly enlarging population accommodated with adquate food supplies. And a
high proportion of that investment must take place in the developing regions.

There is ancther major form of resource-related investment that should be included in this

array, that is, investment in rolling back degradation of the environment and maintaining for the

long pull supplies of clean air and water, arable land, the forests, and irreplaceable areas for
recreation and wild life. These are tasks for both advanced industrial and developing countries.

And systematic budgeting of investment for these purposes is clearly now an inescapable item on



the naticonal and international agenda.

We do not have the data required to estimate firmly the diversion of investment to these
resource sectors required to maintain a viable world economy. Where calculations have been made,
the numbers are large. For example, World Bank, IBRD, and ADB studies suggest the need for at
least doubling the scale of energy investment in the developing regions over the next decade, All
such studies conclude that a substantial propoertion of such investment will have to come from the
advanced industrial countries or international lending agencies.

A second pervasive structural element in the dynamics of the world economy is what I call
the Fourth Industrial Revolution. I include in the Fourth Industirial Revolution innovations in
micro-electronics, communications, the offshoots of genetics, the laser, robots, and new synthetic
materials.

Recognizing the important element of over-simplification involved, economic historians and
some economists have recongized that there have been, before our time, three giant innovational
clusters: factory manufactured textiles, Cort’s method for making iron from coke, and Watt's
steam engine, all of which came on stage in a substantial way in Britain of the [780%s; then the
railrpads, making considerable commercial headway in the 1830°s but generating substantial
beoms in Britain, the American ncitheast, and Germany in the 1840°s and leading on to the
revolution in steelmaking in the 1870’s; finally, electricity, a new batch of chemicals, and the
internal combustion engine. These became significant round about the opening of the twentjeth
century and, in their varicus elaborations, carried economic prowth forward through the 19607
in the advanced industrigl countries, This grouping of innovational giants has still a good deal to
commend it; although it is, of course, highly oversimplified.

Since the dating of the initiation of these clusters is arbitrary, one could adjust them to, say,
a 60 or 70 year periedicity; but there is no rational reason to assume a uniform rhythm for such
grand innovatijonal cycles.

Two points are particularly relevant to our analysis here. First, the surge of innovation |
have called the Fourth Industriai Revolution, by enlarging rapidiy the global pool of technology,
has altered the content of the concept of technological maturity., Just as countries like the
Republic of Korea were approaching mastery of the Third Industrial Revolution, technologies of

the Fourth Industrial Revolution are likely to be immediately useful for even the least developed

among the developing countries; for example, some of the applications of genetics to agriculture
and some of the new devices of communication, And the number of fruitful applications is certain

to expand for developing countries in more advanced stages of growth, like Korea,



The Fourth Industrial Revolution has some further distinctive characteristics worth noting,
For example, the new innovations are linked to areas of basic science which themselves are
evolving rapidly. This was true of only a few major innovations in the past. We are, therefore,
likely to see new linkages develop between the operating economic sectors on the one hand and
the research universities and institutions on the other. Indeed, as you are well aware, this is already
happening in many countries. In addition, the new technologies are lilely to be ubiguiious,
affecting virtually all sectors of the economy: the old basic industries; agriculture, forestry, and
animal husbandry; and the service sectors from medical care to education. This is a techinological

revolution on a wider front than its three precedessors.

Assume for a moment that my analysis is broadly correct and that the key elements in
Korea’s task ahead are to absorb rapidly and efficiently the potentialities of the new technologies
where they are relevant and to assure that adequate supplies of energy, raw materials, and foed
supplies are available to sustain a continued high rate of growth in real income per cabita, while
also containing various forms of environmental pollution. What do they imply for Korean policy?

First, it is important to be aware of the difference between absorbing rapidly a backlog oi
existing technologies, long in use eisewhere and applying technologies just emerging from the R&D
process. In the time ahead, Korea will increasingly be in the latter position. Put simply, continued
rapid Korean growth requires that it become a high-tech country. Therefore, Korea will require
a corps of vigorous entrepreneurs capable of mastering and managing the new technologies and
building efficient industries based upon them. And when [ say industries [ include, of course,
agriculture. Korean entreprencurship has done so remarkably well in absorbing the backlog of
older technologies — in textiles, steel, metal-working, chemicals, atomic energy, and the earlier
stages of electronics — that there is every reason to have confidence that it will do well in
absorbing the new technoiogies as they come on line,

But, second, 1 would underline an institutional lesson of paramount importance which can
be illustrated from experiences in many parts of the world. Where technology is rapidly changing,
it is essential for efficiency that basic research be closely linked — virtually built in — to the
economic process. In the United States, for example, we have remained competitive in industries
which, in effect, arose out of basic research and where a tight linkage was maintained; for example,

chemicals, aerospace, electricity and electronics. U.S. agriculture has enjoyed that linkage through



the land grant colleges and country agents. But we have had our problems in older basic industries
where the linkage was weaker and where industrial leaders emerged who were not comfortable
dealing with research and development and the special kind of men and women who conduct it;
for example, steel, machine tools, and motor vehicles. In the USSR the linkage is strong in military
production and space: but it is weak for the civilian part of the economy, including agriculture.
The same is broadly true of both India and the'Pe.ople‘s Republic of China. In short, it is not
enough to set up research institutes of high quality and hope that, somehow, the fruits of their
efforts will automatically flow into the workings of the economy. Institutional arrangements
must be built to provide a linkage based on mutual respect and mutual understanding. And all
those concerned must work unceasingly to maintain that linkage, This is not easy, for the criteria
of the good scientist and those of the good entrepreneur are not identical but reconciliation and
constructive working relations are possible.

Third, the absorption of the new technologies will evidently require that the education

system be reorganized to produce the kind of scientists, engineers, entrepreneurs, and workers

who will be needed. I would underline that I am referring here to social scientists as well as
physical scientists. After all innovation is an economic process, not merely a technological process.
But in the United States, at least, we have not trained our economists to understand and to deal]
constructively with technelogical innovation. If you permit me to lapse for a moment into econo-
mic jargon, both micro — and macro — economics treat invention and innovation as exogenous. —
as arbitrary process outside the economic system. In fact they are endogenous, — the result of the
investment of human talent and physical resources in solving probiems where solutions would be
profitable, In any case, we shall need economists, sociologists, and political scientists capable of
understanding the Fourth Industrial Revolution, of analysing the problems it poses and the
passibilities it opens up for our societies, and of proposing useful and appropriate policies.

As one associated with the developing regions for more than thirty years 1 understand, I
think, the sense in which the Fourth Industrial Revelution is in one sense, a discouraging develop-
ment. Seme in the developing regions are likely to think: “Here we were coming close to mastering
steel and metal-working, chemicals, radio, television, even atomic energy and now the advanced
industrial countries came aleng with micro-computers, genetics and 4 whole new batch of
technologies we shall have to learn about and acquire from them. Men and women in the
developing regions are likely to ask themselves: “When are we going to escape from the dependen-
cy that goes with being a late-comer to take-off?”* The answer is I believe, three-foid. First, in the

modern world no one is truly independent, and this includes the U.S. and Japan. All we can aim



for is dignified interdependence. Second, to a degree, the new technologies may permit leap-
frogging, in some sectors, as, for example, the internal combustion engine permitted some leap-
frogging of the railroad on the twentieth century. Third, some countries in the developing regions
are moving rapidly to a position where they can be active participants at the frontiers of the R&D
process. Indeed, I would hope and expect that Korea will before long be making its own creative
contribution to the global pool of new technologies and when that begins to happen for Korea
and other developing countries, the whole question of technological dependency will fall into a
better balanced perspective,

Fourth, as to the resource problems of the generation ahead, my advice is that Korea work
to an energy plan that virtually ignores the short run gyrations of the international oil price. And,
similarly, whatever level of technical virtuosity Korea attains in industry, vou should not neglect
agricuiture including the potentialities in agriculture of new technologies that may come forward.
If there is one clear lesson from the sweep of economic history over the past two centuries of
modern growth, it is that a high productivity agriculture is fundamental for all stages, from
take-off to high mass consumption and beyond.

But, fifth, it is clear that the imperatives of both the Fourth Industrial Revolution and the
Fifth Kondratieff Upswing imply heightened interdependence on the world scene and require
intensified international cooperation. For a time, at least, most — but nof all - of the new
technologies and their potential applications will be generated and elaborated in the advanced
industrial countries, Similarly, a good deal of the capital for the buildup of energy supplies will
have to come from abroad. Therefore, I would suggest that Korean influence in the international
economic organizations of which it is a member should be used to encourage intensified coopera-
tion, between advanced industrial and developing countries, in two directions; in the major
resource sectors where expanded investment is required to underpin continued rapid growth;and
in the prompt diffusion to the developing regions of the new technologies.

In my view these are the pillars on which a solid North-South economic partnership could
be built. These perceptions have also led me to conclude that an economic organization for the
Pacific Basin should begin pragmatically by going to work on long-term investment planning on a
major resource sector of common concern — for example, energy — and setting in motion intensi-

fied cooperation in the new technologies,



VI

These are the conclusions to which my research over the past decade has brought me and the
perspective from which I read the Fifth Five-Year Economic and Social Development Plan (1982-
1986) of the Government of the Republic of Korea.

Like any serious plan, it covers a much wider range of issues than those on which [ have
thus far touched. I was pleased, for example, to observe its emphasis on increased reliance on the
private sector as Korea’s economy becomes more complex and diversified, The Republic of Korea
is not alone in moving in this direction. There is a general tendency in both advanced industrial
and developing countries to re-examine sceptically the economic role of governments and to ask:
“Have we gone too far?” There are various reasons for this trend. One factor is the generally poor

economic performance of socialist economies which is forcing them to increased reliance on

competitive market mechanisms. It is rather difficult these days to be romantic about socialism
as a method for operating economies. Another is an swareness that povernment economic
operations generate what has been called a “state bourgeoisie” - a bureaucracy with strong vested
interests in its own perpetuation, interests which may not always coincide with the national
interest. Then there i5 the dynamic process to which I have already referred: a large government
role may make sense at an early stage of development — for example, when building physical
infrastructure is a central task — but its rationale diminishes with the passage of time and the
emergence of a more diversified economy and a stranger generatjon of private entrepreneurs.

On the other hand it is also clear that the private sector can not do the job wholly on its
own. What we are all moving towards is, I suspect, systems built on two principles:

— the government should not intrude if the private sector can do an efficient job on its

own through competitive markets;

— the residual economic functions of government should be determined on a pragmatic,
discriminating basis, and they should be reviewed systematically and sceptically from
time to time to assure that they are still required.

In general, this is an area where dogmatism is to be avoided and decisions on the public
versus the private sector to be made on their merits, Without being able to form an independent
assessment, I am confident the Korean Plan is also wise in budgeting increased resources for
physical infrastructure and social purposes, including basic needs as the Korean economy

approaches what I call technological maturity. (Incidentally, 1 have documented this shift in the



allocation of resources in the drive to technological maturity for a good many countries in study
of mine called Politics and the States of Growth (1971).) I was interested in the planned improve-
ments in financial markets and other institutional changes which, 1 have no doubt, make sense.

As for the technological and resource problems [ would place at the center of the stage, it is
quite clear that the Korean authorities understand them without the benefit of lectures on the
Fourth Industrial Revolution and the Fifth Kondratieff Upswing. A number of measures are
proposed to accelerate the absorption of new technologies and to underpin the effort with im-
proved scientific education and an expanded supply of skilled manpower. As for resources, there is
a salutary emphasis on agriculture, water supply, the control of environmenta! pollution, and
energy. The reduced rate of growth in energy consumption of 7% implies a serious continuing
effort to bring down the marginal energy/GNP ratio. But 7% is still a formidable figure, although
quite typical for developing countries with particularly high over-all growth rates,

To illustrate the virtual universality of this array of problems, let me report to you the key
issues isolated by the Texas Commission on the Year 2000 which reported to the Governor of
Texas last year: water, energy, agriculture, transport, and the need for a radical expansion in
research and development,

Returning to the Fifth Korean plan, its new areas of emphasis are clearly consistent with
my understanding, at least, of where Korea stands in the stages of growth and with the major
forces at work on the world scene. One can not, of course, assess such a document without
knowing how effectively it will be implemented; but in this matter the Korean record is good. If
I have anything to offer beyond a historian’s interpretation of the role of new technologies and
resource problems in the next phase of growth in the world economy, it consists of the five

general propositions set out earlier in my talk.

VIl

I would conclude with a few general observations transcending the Korean economic scene,
First, a matter which I have elaborated at length in the United States but will only mention
briefly here. The fate of the world economy (including the Korean economy) in the 1980°s and
beyond depends substantially on the resumption of a high, steady, non-inflationary rate of growth
of the American economy. U.S. production is only about 20% of the global total; but the U.S.
growth rate and interest rates have a profound effect on both the other advanced industrial

economies of the OECD and on the developing nations,



Second, for economic as well as other reasons, continued progress in generating cooperation
and a sense of solidarity among the nations of Asia is extremely important as is finding a way to
set in motion an economic organization for the Pacific Basin. Here again, 1 am setting down my
views elsewhere in some detail; but the degree of cooperation achieved within Asia and in the
Pacific Basin as a whole will heip determine the success of Korea in achieving its ambitions over
the next several decades.

Finally, an observation about the generations. When I spoke in Seoul eighteen years ago, I
explained that my confidence in your future was based not only on my assessment of the pro-
mising state of the Korean economy but equally — or, perhaps even more — on my contacts in
Washington with young Koreans of the emerging generation. I saw in them both technical
competence and a passionate determination that their nation be able to stand on its feet, in dignity
and independence, in a complex and rather dangerous world of contending powers. And, in a
truly remarkable effort, that generation succeeded.

But time does not stand still and new generations emerge. In a pattern which can be traced
back to the writing of Plato, each generation tends to take for granted the situation into which it
is born and to set new targets. New generations are not much interested in how things were twenty
years ago or the struggles and triumphs and {ragedies of the past. They are sensitive to the things
in the future. And this is the way it should be. Without any factual knowledge, I would assume
that the young generation in Korea tends to take the nation’s material progress for granted and is
more focussed than its predecessor on improving the quality of life,

Clearly, the Korea of the future should be a society rich enough to improve the guality of
life for all, capable of absorbing and contributing to the development of new, sophisticated
technologies, enlarging its role in the cooperative enterprises of Asia, the Pacific, and indeed, of
the world community as a whole. As I see them, the prospects for the coming generation in Korea
are as chatlenging as those of the past generation; but they are somewhat different.

I would hope that the new Korean generation would draw from the story of what has
happened here since 1960 — and what has happened eisewhere — two abiding lessons. First, the
security and independence of The Republic of Korea will continue to depend substantially on the
maintenance of vigorous, weli-balanced economic growth. Second, the potentialities for improve-
ment in the quality of life in this society will also depend on the continued vitality of its economy.
One of the wisest observations { know is incorporated in the toast of the British economist John
Maynard Keynes to his colieagues at the Royal Economic Society in 1945, shortly before his
death. Keynes said: ““To economics and economists who are the trustees, not of civilization, but
of the possibility of civilization.”



