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were not comprehensive, so banks were substanti-
ally able to evade them. The authors point out
that the inflationary trend could have been reduced
partially, if not sufficiently, by better use of the
It would be

interesting to know whether this was a consequence

monetary instruments available.
of the lack of technical competence, or misjudge-
ment, of the monetary authorities, or whether they
knew what the correct policies should be but were
prevented by the government from implementing
them. |

The final two

and desirable

chapters present sensible,

reasonable, recommendations for
improvements in monetary policy in the context of
South Korean institutions and economic environment.
The authors favor high marginal reserve requirements
for short-run stabilization, an end to ceilings and
to preferential rates on certain types of credit,
a restriction on rediscounting by applying penalty
rates above certain quotas, and a comprehensive
fiscal-monetary stabilization program. They accept
some degree of government deficit financing, but
limited to only a portion of the non-inflationary
increase in the monetary reserve base. In the past
few years many of these proposals have imple-
mented to some degree, and the rate of inflation
has slowed down considerably, though not yet to
the 5 percent rate deemed reasonable by the authors.

Since this book is a rather focussed, scholar-
ly study, not a general introduction to South
Korean finance, it tends to assume readers know
something of Korea's financial structure. Some
foreign readers would have found a brief descrip-
tion of the banking system helpful. Japanese will
note that the Korean budget and monetary systms
are, not surprisingly, quite similar to those in
Japan; there are, however, only five commercial
banks, with a considerable number of branches.
(One
draft monograph The Financial Structure of Korea,
by Gurley, Patrick, and Shaw, reprinted in 1965
by the Bank of Korea).

Many Japanese readers will find this book most

such introduction is the policy-oriented

interesting because of the similarities of South
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Korean monetary problems, techniques,
with

This experience contains

policies,

and institutions those of early postwar

Japan.
Japan learned two decades ago, but which remain
should not be

While a useful book for those interested

lessons which

contemporary and relevant, so
forgotten.
in the South Korean economy and economic

policy, and those interested in comparison with
Japan, it should also have a broader range of
readers: those concerned with problems of monetary
policy in less developed countries, and especially
in an inflationary context.

[Hugh Patrick]
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