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SUMMARY NARRATIVE STATEMENT

From a developmental standpoint, Korea is fast approaching the
status of an AID graduate. There are no further AID Development Loans
or Grants planned for Korea, PL 480, Title I, Agreements in FY 1979
and 1980 will conclude the U, S, Government's commitments under the
1971 Kennedy Understanding.

USAID/Korea's continuing efforts during FY 1979 and 1980 will
be directed at:

-- Implementation of the remaining loan projects with an estimated
$8. 2 million pipeline as of 9/30/78.

-- Provision of the remaining commitment under the PL 480, Title
I, Program: $56 million in FY 1979 and $41 million in FY 1980.

-- - Implementation of the existing Housing Investment Guaranty
Program with an estimated $45, 0 million pipeline as of 9/30/78.

-- Implementation and monitoring of Regional Operational Program
Grants to Private Voluntary Organizations with an estimated
$1. 5 million pipeline as of 9/30/78.

-- Implementation and monitoring of selected centrally-funded
research activities,

-- Development of agricultural research linkages for possible support
under Title XIIL

-- Development of reimbursable development programs.

The only assistance proposed for FY 1980 is PL 480 Title I in the
amount of $41 million at the minimum funding level. This represents
the outstanding balance under the Kennedy Understanding. All other
funding levels for USAID/Korea have no relevance. The estimated
workforce and the Operating Expenses requirements contained herein
are based on the continuing efforts noted above and reflect our best
judgements as to the minimum resources required to bring the AID
operations to a fruitful close,

Submitted by: [J

William E. Paupe
USAID Representative Korea




Table I

Long Range Program Plan 1/
($ Million)

1980 Planned Period
1979 Request 1981 1982 1983 1984

Food/Nutrition
Grants
Loans

Population
Grants
l.oans

Health

Grants
L.oans

Education
Grants
L.oans

Selected Development Activities
Grants
Loans

Total Funcational Accounts
Grants

Lioans

Other Accounts

Grants
Loans
2 2
PL 480 {non-add) (56. 0)—/ (41. O)-'/
Title 1 (56. 0) {41.0)
Title II

BiGs {non-add)

1/ Operational Program Grants (OPGs) and Project Development &
Support (PDS) are not included. See Table II and III for OPGs and PDS,
2/ Excludes $32. 0 million rice component.



Table 1II

Funding Levels for FY 1978, FY 1979, FY 1980

{(In $000)
FY 1978 FY 1979 FY 1980
Food/Nutrition 454, 7
Grants 454. 7
Model Nutrition Education {199. 4)

System (MFM) OPG - USAID/K-78-2

Dairy Training (PSBF) OPG - {215.3)
USAID/K-78-3

Evaluatim of Irrigation Loan (40.0)
Project - PDS

Loans - None

Population/Health 20.0
Grants | 20.0
Loans - None

(P opuiation)
Grants - None
L.oans - None

{Health)
Grants 20.0

Evaluation of Health Demonstration (20.0)

Loan Project - PDS

Loans - None
Education 668.9
Grants 668.9

Better Jobs for Women{YWCA) OPG - (171.3)
USAID/K-78-1

Regional Community Training (CDF) {497. 6)
OPG - USAID/K-78-4
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C-1 Education (Cont'd)

Loans - None

Selected Development Activities

Grants - None
Liocans - None
Sub-Total:
Grants

Lioans

Security Supporting Assistance

Grants -~ None
Loans - None

Total;
P, L. 480

Title I
Title II

~Housing Investment Guaranties

FY 1978 FY 1979 FY 1980

1,143.6

1,143.6

1, 143. 6

1/
59,500.0 56,000.0

1/
41,000.0

(59, 500. 0) (56, 000.0)

25,000.0

(41, 000. 0)

1/ Excludes $32. 0 million of rice component.
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E-1

ACTIVITY DATA TABLES (IVA and IVB)

Since there will be no new or ongoing program-funded activities that
will be funded in the current year (FY 1979) or in the budget year, with
the exception of the final commitment to Korea for PL 480, Title I
assistance, we have not included in our submission any Tables IVA

(Narrative).

Activity Budget Data (Tables IVB) have not been prepared for individual
projects because funding activity will represent only the expenditure and
liquidation of pipeline on a few remaining projects. We have included a
Summary Table IVB indicating the funding status and liquidation progress

through FY 1980 at which time we anticipate a zero pipeline.
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OPERATING EXPENSE BUDGET
ATTACHMENT
LINE 87 - OTHER - RECONCILING ITEMS

TRUST FUNDS

Description FY 1978 FY 1979 FY 1980
Personnel Compensation 262.6 136.3 144.0
Personnel Benefits 9.4 6.3 6.5
Benefits for Former Personnel 272.2 - 79.4
Travel, Transportation of Persons 8.1 4.4 4.1
Transportation of Things 1.4 1.2 1.2
Rent, Communications, Utilitiles - - -
Printing and Reproduction - - -
Other Services 376.4 265.4 57.0
Supplies 1.4 0.8 0.4
Equipment - - -
Lands and Structures - - -

Total Trust Funds 931.5 414 .4 292.6
Storage of Household Effects - 0.7 0.5

Total Line 87 931.5 415.1 293.1
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USAID/KOREA
COMMENTARY ON OPERATING EXPENSES AND WORKFORCE

The paramount factor concerning USAID/Korea's FY 1980
Operating Expense Budget submission is that the Mission is
in a phase-down posture. The last AID funds obligated for
bilateral economic assistance to Korea were in FY 1976, and
it is planned that all disbursements of unliquidated balances
will be completed by 9/30/80. The only program planned for
FY 1979 and FY 1980 is the completion of the U.S. PL 480,
Titie I, commitment to Korea. There remains, however, a sub-
stantial pipeline to be liquidated as indicated in the Summary
Tables IV.B, included as part of this submission.

The data submitted herewith excludes the operations of (1)
the Regional Housing and Urban Development Office (RHUDO/Secul)
because that office is preparing a separate submission to the
AID/W Office of Housing for inclusion in their ABS, and (2) the
costs of the Regional Technical Services Attache (Reimbursable
Technical Assistance Program) because support costs for this
position are funded from PDC/RDP Program Funds. It should be
noted, however, that the three U.S. personnel working in RHUDO/
Seoul are provided logistic support by Embassy/JAS and are in-
cluded in FAAS charges to USAID/Korea. See FAAS comments below.

The following «summary of USAID/Korea's Operating Expenses
and Workforce Levels reflect the phase-down posture of the Mis-
sion and the accelerated reduction of authorized USDH and FNDH
staff. The Workforce Requirements and Operating Expense Budget
tables represent the minimum number of personnel and their re-
lated costs required to carry out the orderly phasing down of
the AID program in Korea.

Analysis of the nature of the terminating program in Korea
indicates that there are no issues to be resolved and few, if
any, options available for consideration.

The requirement for 4 USDH and 8 FNDH positions in FY 1980
is based on the necessity not only to assist in the completion
of four remaining technical assistance type loan projects, seven
OPG's and centrally funded projects, and the substantial PL 480,
Title I, program in Korea, but also to provide for the phasing
down of the many other activities in which USAID/Korea is in-
volved that are not reflected in financial or program type tables
(Excess Property program, Participant Training program, final
project evaluations, and continuing relationships with ROKG of-
ficials in connection with completed projects, etc.) In addi-
tion, we anticipate commencing a formal closing of the Mission

Previous Page Blank
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PERSONNEL

U.S5. Direct Hire
Local Employees
Subtotal
HOUSING

OFFICE OPERATIONS

FAAS
Other

Subtotal

TOTAL OPERATING EXPENSES 1,292.8

OPERATING EXPENSE BUDGET

{(in Thousands of Dollars)

(Operating Expense

Dollars)
(Local Currency
Trust Funds)

PERSONNEL REQUIREMENTS

(in work years)

USDH
FNDH
Total

END OF YEAR CEILING

USDH
FNDH
Total

FY 1977 FY 1978  FY 1979

515.0 350.2 ;,  253.3
264.0 544.2 1/ 142.8
779.0 894 .4 395.9
6.4 4.9 9.7
445.5 435.2 325.0
61.9 35.1 19.1
507.4 470.3 344 .1
1,369.6 X/ 742.7

(652.5)  (438.1) (328.3)

(640.3)  (931.5) (414.4)

11.9 7.2 5.0
23.7  19.4 11.0
356 966 16.0
12 5 5
24 11 11
36 G —316

E-4

FY 1930

202,
229.

432.

85.
15.

100.

535.

(243

(292,

11.
15.

0O

o O

.2)

6)

elleNe

b

1/ Increase in costs represents cost of severance pay for terminated
local employees, $272.2

a/ See numbered para 1, page 3.

b/ See numbered para 2, page 3.



near the end of FY 1980.

As indicated in the above summary table, USAID/Korea has
had to terminate 50% of its local employees between the end
of FY 1977 and FY 1978. The liberal severance pay benefits
required by Korean labor laws, included in our Operating Ex-
pense budgets for those years, will be paid from Trust Funds
formerly set aside for this purpose. There will, therefore,

be no requirement for dollar Operating Expenses to pay these
costs.

We have not included any inflation/exchange rate factors
in our Operating Expense Budget. An anticipated salary in-
crease for local employees in November 1978 (amount unknown)
will be funded from local currency Trust Funds.

As indicated in the Operating Expense Budget, there are
no direct costs for housing USAID personnel.  USDH employees
are housed in AID-owned housing which is managed and operated
by Embassy/JAS, the maintenance costs of which are charged to
USAID under FAAS procedures and are included on Line 78 of the
Budget.

A major issue of USAID/Korea concerns the FAAS costs of
logistic support provided to USAID by Embassy/JAS.

1. Amounts shown on Line 78 (FAAS) of the Operating
Expense Budget were provided by AID/W in State 090635, 4/8/78.
The USAID/Korea portion of the FY 1979 FAAS Going Rate and In-
crease/Decrease Request No. 1 is only $226.7, whereas AID/W
has indicated $325.0 for FY 1979, The FY 1979 FAAS charges to
USAID will be further reduced by action of the Interagency
Council (see below).

2. The amount provided by AID/W for FY 1980 FAAS costs
($85.0) appears to have been set at an arbitrarily low level.
The FAAS support costs in Korea are now extremely high and are
subject to a high inflation rate. USAID recommends a FAAS level
for FY 1980 at $150.0.

3. In past years it is apparent that USAID/Korea has been
charged excessive amounts for FAAS services due to the designa-
tion of too many Embassy/JAS employees as DAS. USAID/Korea has
attempted to correct this inequity (see State 123243, 5/16/78)
and has also withdrawn from various services formerly provided
by the Embassy, which USAID personnel can perform at a lesser
cost, The results of these actions will reduce USAID Operating



Expenses (FAAS) by more than $100,000 in FY 1978 and probably
by $50,000 in FY 1979. In addition, USAID has requested AID/W
to consider charging the FAAS costs of preoviding logistic sup-
port to three RHUDO/Seoul personnel directly to the income de-
rived under the HIG program by the Office of Housing rather
than to USAID. Such action would result in substantial addi-
tional savings in Operating EXxpenses.

4, In the absence of any guidelines, USAID/Korea has been
prorating FAAS costs between dollar Operating Expense and local
currency Trust Funds, based on the distribution of the number
of "Administrative"” and "Program'' personnel. The use of this
formula results in dollar charges to the Operating Expense ap-
propriation of $60.0 in FY 1978, $50.0 in FY 1979, and $28.3
in FY 1980. VUSAID believes that the entire amount of FAAS
charges could be charged to local currencyv Trust Funds. AID/W
guidance is requested on this subject.
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