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Substantive Report

Michael H., Abkin
Principal Investigator

My previous semi-annual report /1] discussed in detail the
nature of my activities under the Contract, progress made during
that reporting period, and a work plan for the present reporting
period. Therefore, and since my next report will be the final
report of the project, the present report only briefly discusses
progress made during the reporting period relative to the work
plan proposed in [1/ for each of the specific activities outlined
in the Contract's '"Statement of Work" (Article I.B.2). A work
plan for the upcoming final period is also proposed. The reader
is referred to /1] for more detail on the background and design
of each area of activity., The final report will discuss much
more fully the objectives of the Contract, progress made toward
those objectives, and implications of and recommendations arising
from the accomplishments of the project,

1, Further Model Development

a. Activities to date

Generalization and segmentation of the KASM3 program struc-
ture hasg been completed. The entire KASM system of models is now
linked on the computer as interacting yet distinct modules. This
structure greatly facilitates their use individually or in various
combinations as required by the user. Included in the KASM system
are;

1. the population and migration model (POPMIG);
i1, the crop technology change model (CHANGE);

111, the resource allocation and production model (RAP) ,
which {8 composed of the farm resource allocation
model (FRESAL) and the production accounting component
(PRDAC) ;



iv. the demand-price-trade model (DEMAND);
v. the farm income accounting component (FRMAC);
vi. the national economy model (NECON),

Testing and technical documentation of the DEMAND and NECON
models, as well as of the linked system, were also completed
during the reporting period. (Expenses for printing and publica-
tion of these documentations will not be charged to this Contract.)

b. Work plan

The basic development of the Korean Agricultural Sector
Model (KASM), the Annual Grains Price Policy Analyzer (AGPPA)
and the Grain Management Program model (GMP) is now complete,
Any further modeling activities in KASM, GMP, AGPPA or new areas
are now the responsibility of the NAERI staff. My involvement
has shifted to one of technical assistance and advice, as discussed
below. As a minimum, model development will continue to take
Place in response to policy analysis requirements. For example,
work is planned to improve KASM's output of consistent supply-
demand tables for livestock feed.

2. Incorporation of New Information

a, Activities to date

During the reporting period, data arrays were programmed
into the resource allocation and production model of KASM for
storage of relevant cempirical time series, These can be used to
Initialize RAP {n any year for which these data are stored. In
addition, time-series data were gathered and entered into the
GMP model to update that model's series through March 1977,

b. Work plan

1. Program into NECON data arrays for storage
of relevant empirical time series,

ii. Work with Korcan counterparts in the desipgn and
preparation of a data update instruction manual
for KASM and GMP,
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3. Use of Models for Policy Analysis

a. Actlivities to date

In April and May, analysis and recommendations were made
for the MAF Food Bureau on the barley purchase price for the
government buying period beginning on July 1. The annual grains
price policy analyzer (AGPPA) was used for this activity. Since
the analysis was entirely carried out by Korean counterparts with
minimal input from me or other MSU personnel, this activity is
discussed in item 5 below.

The proposed Fourth Fiwe-Year Plan analysis, outlined in
(1], was dropped as an activity for the following reasons:

1. It was infeasible to cumplete the analysis and
report in time for publication as a KASS Special
Report under Contract 2975, as originally planned.

11, The leadership staff at NAERI changed, bringing
concomitant changes in priorities.

111, MAF, NAERI and the MSU/KAPP project team placed
higher priority on other activities for the
MSU/KAPP team members,

A set of policy analyses using the KASM and GMP models was
defined as a result of the MAF/KAPP Agricultural Development Policy
Seminar held in early June (discussed below). These analyses,
currently being carried out by MAF, NAERI and KAPP personnel and
myself, include the following:

1. An analysis of the requirements for increased capacities
In food transportation, processing and marketing facilities
to the yeir 1985, based on KASM projections of domestic
production, farm and nonfarm demand, importa and exports,

and carry-over stock levels, Included in the analysis
are KASM projections of requirements for agricultural
Intermediate {nputs, such as fertilizer, pesticides,

machinery and animal feed,
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1i. An analysis of the proposed use of a system of target
price subsidies for rice as an alternative to the
present government grain management program as a means
of income transfer to farmers. The GMP model was used
to compare the implications of the proposed program
with the results of current program for 1976 in terms
of farm income and government deficits. KASM was used
to make longer run comparisons to 1981,

11i. An analysis, using the GMP model, of alternative
government actions to deal with this spring's barley
crop failure.

b. Work plan

1. Complete initial work and discussions on the above
analyses by the end of July. Further work on these
issues 1is contemplated.

i1i. As additional opportunities arise, I will work with
NAERI :iind KAPP staff in utilization of the models
for policy analysis.

4, Technical Advice

a., Activities to date

Aside from my activities on model development and policy
analysis, I served in a general technical advisory capacity in
reference to:

1. NAERI's proposal to establish its own batch computer
terminal next year (the proposed move of the MAF
Statistics Burcau, which has a batch terminal, to
share NAERI's site did not take place);

1{. 1In cooperation with KAPP short-term congultants, the
use of the PAL/TSP/data bank package to manage a data
bank system and fnterface 4t with the TSP for statis-
tical analysis,



b. Work plan
I have no specific work plan for this activity for the
remainder of the contract period beyond plans discussed under
other headings.

5. Transfer of Responsibilities to Korean Staff

a. Activities to date

This topic 1is discussed as a broad interpretation of
Article I.B.2.f. of the Contract's Statement of Work. It encom-
passes both in-service training and the dissemination in Korea
and elsewhere of information on the KASS approach and models,

In-service training accomplishments during the reporting
period and plans for the next period have been substantially
influenced by the new chief of the KASS Division on NAERI (Dr. Joo
Yong-Jae), installed in April after completing his Ph.D. program
in agricultural economics at Louisiana State University. Coming
in "cold" as he has, Dr. Joo has expressed not only great interest
in the KASS approach and models but also the ability and deter-
mination to grasp the concepts and techniques of the approach and
the simulation models,

As discussed above, most of my time went into preparing the
KASM models for transfer and into writing the technical documen-
tations for use as training and reference materials for the Korecan
staff. These are now completed. As the documentations were
completed, draft copics were distributed to each member of the
NAERI KASS team. The feedback I have received so far is that they
have not only been read but have been of substantial help in
increasing understanding of and familiarity with the models, They
have been especially helpful to Dr. Joo in his orientation to our
work,

A key step taken during the reporting period was the tentative
assignment of personncl to the study arcas defined in [1, pg. 12].
These assignments are as (ollows:

a. ponulation and off-farm migration
~-=- Ahn Chang-Bok
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b, food consumption, including demand, price and trade aspects
~- Lee Sang-Won

c. crop and livestock production
-- Lee Sang-Won, Joo'Y8ng-Jae and Ahn Chang-Bok

d. 1linkages between agriculture and the rest of the economy
-- Whang Hong-Do

e. grain management program
~= Joo Yong-Jae and Ahn Chang-Bok

In addition, Dr., Joo and Mr, Ahn have overall responsibility for
maintenancé and utiliM®®n of both KASM and whe GMP,

Therefore, with the completion of the documentations and
the assignment of personnel to subject areas, the groundwork has
been laid for intensive training during the remainder of the
contract period,

As indicated in my previous semi-annual report, NAERI's use
of the annual grains price policy analyzer (AGPPA) continues to
demonstrate progress In the acceptance by the NAERL staff of res-
ponsibility for continucd development and utilization of the models,
In April and May, Lee Sang-Won -- teamed up with the new division
chief, Joo Yong-Jac -- performed an analysis, at the request of
MAF's Food Bureau, of the upcoming government barley purchase price
decision,

For this analysis, Mr. Lee examined two of AGPPA's baslc
assumptions: 1) that averapge private market prices could be
acceptably approximated by a proportional relationship to govern-
ment prices; and 2) that the computation of the consumer price
Index could be simplificed by assuming no relationship with povern-
ment grain management deficits, A look at the historical data
confirmed the reasonableness of the first assumption, but the
second was modificed by a relationship derived by a professor at
Sogang Universicy,

Efghteen "runs" of AGPPA were defined and exccut ed based on
Inflation, production cost and farm Income consideratfons, In
addition, supply responses were estimated and used In 1 he annlysis,
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APPENDIX 1

PROGRAM FOR AGR, DEVELOPMENT POLICY SEMINAR

May 31, Tuesday

11:00

11:30-12:00
12:00-13: 30
13:30-14:30

14:45-15:45

15:43-17:45

Bus leaves from Uni ed Govt, Bldg.
Registration
Lunch

Opening Ceremony,
- Opening Remarks, Minister Choi
« Address, G.E. Rossmiller
- Seminar Procedural Matters

Presentations
- Policy Lssuds in Korean Agriculture in the 1980's,
G.E. Rossmiller
- Korean Agricultural Development, Mr. Sohn

Discussion

June 1, Wednesday

09:00
09:40-11:00

11:00-13:00
13:00-14:30
14:30-15:30

13:30-17: 30

Bus leaves fbem United Govt. Bldg.

Presentations
-~ Food and Nutrition Policies in Agriculturasl
Development, H.C., Kriesel
= Importance of Food Self-Sufficiency in Korean
Economic Development, Mr. Yun, llang Ryul
= Government Finance and Food Grain Sanagement
Special Fund, Mr. Jo, Hung Je

Discuseion
Lunch
Presentations
-~ Devuelopment of the Livestock Industry with the
Best Une of National Resources, Mr, Kim, Kang Sik
- Comparative Advantages in Livestocx Production,
Mr. Lece, Gee Wook

Discusaion
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Recommendation No, 1

USAID/Korea, in conjunction with parties concerned,
address the coriditions discussed in the report,
naemely counterpart overlep and ROKG support.

The contract is a cost reimbursable type with a ceiling of $98,379,
I disbursed $16,30L +o enver tke Contractor's billings for the
pe.dod July 31, 1976 thrpugh Decezber 31, 1976, and the undisbursed
balance is $81,985. (See Exhibit A.)
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Michigan State University

Contract AID/ta-C-1322

July 1, 1976 thru December 31, 1976

Line items

Salaries

Overhead

Fringe Benefits

Travel & Transportation
Other Direct Costs
Allowances

Totals

*Field O/H Only.

" EXHIBIT A
Budget Disbursed
$ 42,120 $ 6,078
12,219 1,519*
6,318 1,635
19,122 3,974
16,200 1,468
—2,400 1,720
$_98,379 $ 16,394
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MICHIGAN STATE UNIVERSITY

~ ¢ u (COntTact AID/ta-C-1322)
(Korean Simulation Model Advisory Services)

Distribution

AA/TA 5
Auditor General 2
AID Representative USAID/Scoul 3
Assistant Administrator/East Asia 1
0Offic? of Financial ﬁanagcment, SER/FM/RSD 1
Areca Auditor General/Fast Asia 2
Inspector General of Foreign Aysistancc/State 1
General Ccunsel 1
SER/MP 2
Ac/oc/prp 1
AG/OC/PE 1

AAG/W 10
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APPENDIX 3

Jack Miller, PRM Jure 15, 1577

Mike Abkin, MSU

Memorandum Audit Report No. 77-152 from AAG/W

The subject report recormends that "USAID/Korea, in
conjunction with parties concerned, address the conditions dis-
cussed in the report, namely counterpart overlap and ROKG support,"

With respect to the counterpart overlap with Park Sung-Joo,
there are a couple of factual errors in the conditions stated in
the subject report.

First, no overlap is cxplicitly or implicitly called for
in Contract AID/ta-C-1322, Therefore, no contractual ohligation
cxists to provide it. M3U's project proposal for the Contract,
howaver, did state that "the 18-month period would allow for a
3=4 month overlep betwcen the returning Korean systems scientist
and the MSU systems sclentist which can be useful for in-scrvice
training and transfer of responsibility." This is mentioned as
a4 voncfllcial by-product of the 18-month period of the Contract
rather than as {ts primary justification, which was to provide
“ryistems celence continuity' bLoetveen the March 1976 departure of
the HASS team and the September 1977 return of the Korcan systoems
sclentise,

Furtherzore, it lg factually incorrect to state thnz "the
Reroans are now requesting an extension of the contract™ to
provide that overlep., Varicus options were consldered by MW,
DAL, USAID/K and seysel and it was concluded thet the enly
feasible and rmutually accepteble alternative was to mrintain the
procont sehadule aad foroeo the ovoerlap, To lexve enrly and
overlen at MNEU) ancthrr option stated in the subject report,
voald detract from the continulity ebjective to wlich tae Horeans
attacty preater prilority.

MAK and NAURT have exprossed (to ATD/W, USATID/K aed (I54)
an Ietereat In AD proaviding coso mechantnn for rynvean celenge
connulting services Lrom time to tiae as needud alter tho
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scheduled completion of th2 Contract at end of 1977. o formal
request has as yet been uade, however,

Incidentally, the Korean systems science traince is stiil
officially scheduled to rcturn in September 1977, No formel
extension request has as yet becn made, much less approved.

With respeet to ROXG nrolect support, th: subject report
enurcrates four items under the heading of "absence of ROKG
project support.' Before comenting on each of the four items,
I vould like to correct the misconception that support has becn
"gbgont,

MOU's involvement {n orca since 1971, including t': present
Contract 1322, haa been vory isuch a joint cffort, with tue {ull
sunport and cooperation of our Korean counterpart inscitutiong =--
NALRT and HALN == in both the planning and execution of our
activities. In specific regard to my Contract, support has been
and 15 beling provided in the form of a) countcrpart manpoter
for rescarch, analysis and computer programming, b) computer
services tor operational (as opposed to developmental) use of
the iodels, and ¢) office space and equipment,

(1) The firat suppert ltew mentiored {5 the finance of
comnuter services after the poerlod of the Contract, Thic s
Inuceed an ensentlal f{tem, With 1978 budget requesta now boelng
prepared, this {s an acpropriaste tlme to discuss with DNLERT oad
Y oflledala the {inancial requirenents for conmputer servicen
to rintaln, develop and vee the aimulation modela,  Albo relevant

ar~ the budpetary ivollcations for the KASS wvorle of DAERL'L
reaeoact for o batch terniual,  However; once the Concracr iz

coweloted ) USAID s and M3U's Anfluence will and should Crmfadah,
In p.ovoiraly alnce the audltor's visle to Korea, we have rocolved
stve o Indleatlony (e.p., from tiar Dlvector of v In Lils
suenry seport at the Aerfculicr:l Development Policy Scodnny)
tias PAY and UATRL are voadtly ood unequivecally cosrfuetagy
thraselvea to the KoSh avprocch, whileh dneludes develepnoont and
e of tae afwalatlon noc Ve,

(2) Aealn, elece the cadltor's visto, the e ehdf o0 the
Agriculrural Sector Jnalyaeds Diviafon hag proven to ke oz oy
a vory qulek atedy but alzo Inlurerted and eapable of anderzossiing
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and using the models, There is, therefore, no "support prcblem’
in this area for USAID/K to address itself to,

(3) The subjecct report quotes out of context my cemi-annual
report on the issue of trained manpower, giving a completely
wrong impression of what I was saying in that quote. Indced,
in that section of my report I was not discussing manpover but
rather the {mportance of an appropriate institutional environmante--
i.e., that trained manpower alone was not sufficient for viability,
but that incstitutionel requirements must also be met. While 1t
i1s true the current level.of trained manpower may be inadejuate,
improvements are expected in “he long run. The real problem lies
in the government's present inability (because 6f civil service
regulations and salary levels) to attract and keep nighly quali-
fled people. 1It's not clear what USAID/K, or indeed any outsice
egenry, can do in this regard beyond pointing ovt the probicnm,
which the ROXG 1s already aware of.

(4) Sccretarial services are provided mainly by the MIU
secretary (not supported by this Contract) located in the Erbassy,
with minimal supplementary scrvices provided by UAF and NALDRI
staff. Additional secretarial staff (Korean or U.S.) i3 nct
r.eeded,

e Rosemiller
Fulasnid
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Administrative Report

Bert M. Pulaski
Administrative Officer
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ADMINISTRATIVE REPORT

Budget and Recapitulation of Expenditures

The provisions of Contract AID/ta-C-1322 have provided funding for
the continuance of the project period to 31 December 1977, This budget
currently 1s scheduled to support a very limited on-campus component and

Or. Michael Abkin, the principal investigator,

Budget Schedule

Line Item Actual/Est. Firm
Expenditures Budget
Fm 6-30-76 Fm 6-30-76
To 6-30-77 Tc 12-31-77
Salaries $25,860 $42,120
Overhead 7,100 12,219
Fringe Benefits 6,651 6,318
Travel/Transportation 4,697 19,122
Other Direct Costs 13,131 16,200
Allowances 1,855 2,400
TOTAL $59,294 $98,379

Administrative Relations with USAID/Korea and AID/Washington

USAID/Korea

The cooperation of USAID/X in providing support and advice in time of need
is acknowledged. Particular recognition should go to Mr. Jack Miller, as
his cooperation and inputs to the project have been most appreciated, not
only by MSU personnel but MAF/ROKG as well,

AlD/Washingtan - TAB Office

The TAB has taken a continuous interest in this project since 1ts inception,

However, the manner in which a recent audit was requested and held on this
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project is of some concern to the MSU Field Project Leader, as well as
MSU administrators. The audit was requested, as we understand it, by
AID/TAB/agr without the usual prior notification to either the Field Pro-
Jject Leader or the MSU On-Campus Coordinator. The audit uncovered no
discrepancies or problems not already known and being dealt with by MSU,
MAF and USAID/K Project Managers. It did, however, take valuable field
project time by MSU, USAID/K and MAF to cooperate in the audit, to cor-

rect factual errors in the report and to answer the findings.



