DISTHIBUTION
ACTION

A

PP-
TO-

FROM -

SUBIJECT -

IREFERENCE -

Country

Submission Date

PAB-T7G~ 2

CAPTO Circulax A-)p2 X

ROCAP/Guatenala

DEPARTMENT OF STATE

UNCLASSIFIED

CLASSIFICATION

%‘- 59600 3'@
For each address check one ACTION I 1

IRV

1913

NONC,PITAL PROJECT PAPER (?ROP)

ROCAP

. 7
Pxoject No. 596-13-77)-124

Project Title:

U.S. Obligation Span:

Implementation Span:

8-29-67 Original : Revision No.

Business Administration
FY €3 through FY 72

FY 63 through FY 73

Grogs life-of-project financial requirements:

UOS. dollars.......‘.........Oo.ﬂ....'. $2.221‘213

Cooperating country cash contribution

Operatiny Expenses and Endownent..... $2,621,878
CABEI BUilding Loan*ococoo---oo.oo-oe $ 645,000
mmted Iand...l..obbool.........l'd. $ 250'000

Otheér DONOF.ecceccecsvsosvccscssccnssassscoco 9L,00G,000

*From funds provided to CABEI by U.S.G.

TotaISDQOOQ...o-.o-.o'o. $6'738'

PAGE

1 _OF 18

DRAFTED BY

—

DADDP: LFLafie :oc

OFFICE FHONE NO [ DATE APPROVED BY

Developmengt
Planning

X=-21 8-29—67 DD:FALinviile >

AID AND OTHER CLEARANCES

ADDP:WBSowash

PO: BBosworth ~ - ACO:WSHoffman ’“J/

INMYTASSTIET "")

CLASSIFICATION

A10-5-39 (11-65)

{Do not type below this line) PRINTED 3.67



SN/ CAPTO Cirg. A= N2 ULCLASSIFT i 2 10

feor,

A. Summary Descxiption

The Central American Common Market dcmands dynamic, skilled, inforooed
susiness management, but gualifiec hunan resources in this 32ctor ag
in others are woefully inadequate. [Thexe are no institutions in tiw
region at present offering busineass adwinistration training at the
graduate level, and undergraduate businessg instruction in the unie-
versities laclks both quality and vigor.-] El'his project aims to develoen
a permanent graduate-level Central Amerlcan'lnntitutioq]co raise tlc
qggpﬁ;ggﬂng‘Qﬁality of education in this field, improve manajerial
competence, promote the growth of regional institutions, cultivate
private sector support for the integration wmovement, and sponsor
rescarch needed to sustain the yrowth of the Common Market on a salil
bagse of free, private enterprise.

7o this end.{%OCAP is providing financial support directly to the
"Instituto Centroamericanc de Administracidn de mpresas®™ (I1C0),

g4 non=nroiit, private educational corporation chartered in Uicar:
oY regjional purposes, and is alsc contractin; with the Harvar )
fusiness School (HBS) to furnish technical assistance and f£acul:,
mackstoppin; to INCAE. Heanwh1le.‘the latter has orjanized cha: wogs
cotnposes of leadinyg businessmen in each countyy to promoce the o
sclhicol, recruit students, and launch an arbkitious fund-raising Siv
aimed at raising a $2 million endovwmentc Jund to malie ILCAE scl. -
supporting by 1970. IICAE has algo securci a $645,000 leoan Ifroi. e
Central American Banii for Econonic inte jration (CABEI) to buil’ o
ser:anens campus hear llanagua.

FQCAP has assisted INCAE since 19C3, oeimarily wo oiier a soxiss ol

serirars and shorc urses to up-;ra ¢ senior Central Anerica:
busincess managjgers. Prellmlnarg Hlarnin, was also unlercaken araing
the marlg years for the permancn:  ..3uitucc. (ur presenc assc...ance
is direceed almost exclusively to . ¢ latter and the success.
launching cf its yraduate-level ;oo jvamnz, Future support will .o
con,_.ued for this purpose at a tlJb level througyh F¥Y 1969, a..0 at ©
greatly reduced level thereaftcr throuyh FY 1972, primarily to assurce
some continuing technical assistuLce irom fIBS.

Should the Central Amerxican pr:vauve 3ector fail to deronstraic iis
commititent and support to INCA «..:hin the nexi year by (1) .volucii,

the students and the facilitic: ¢ jet the firat jradunte colvrse
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under vay, and (2) saxsing thic 2226t $1,9030, 05300 vk chit e
endownent as scheduled, the U.s. should seriously recongider oo
utility of nroccediny with this project.

UNCL :$SIFLIED
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2,621,878
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S. Uetting or Enviromment

The inadeguiacy of trained human resources is increasingly recoynized
as one of the principal obstacles to economic and social proyress in
Central Amerxica and the success of the integration movement. A
number of studies have dramatized the obvious fact that{Central
America does not have the skilled personnel, either in quantity or
guality, needed to iteet its requirements and its opportunities in
the coming years. | ROCAP is working to help meet this situation in

a nunber of related projects: in elementary education, which is at
the base of the problem, through the Regional Textbook Program v.ith
ODECA: in higher cducation, through the General Studies and reyion:'1
pxofessional schools proygrams with CSUCA; in the manpower field,
through ODECA's Office of Labor and Social Security and throuyh &n
educational program with AIFLD for organized labor.

In the specific field of business management, the 1966 CSUCA "Stuuy

of Human Resourcee in Central Amexica®” warned that "the changes thich
are assumed in the national and regional models of productivity rciuirxe
an intense develomient of managerial capacity throuyh the formation of
a managerial group able to make the changes needed to meet the roujwsc.
targets of economic development.” {@he CBUCA Study estimated thai o
proximately 5,700 new "managers” trained at the university lcov1l wola
be needed between 1963-1974, but that existing Central Americur -
versities at their present pace will be able to supply on the cvera je
only 40% of these and other requirements for gradudtes at the cirse-
degree level. No specific estimate of the necd for post—-yraduoic
business trxeining was indicated, but it secis cvident that the o=~

409 graduates vwhich INCAE might be able to produce over the res. ox

that period could not surpass the pressing needs{é Other measurcs oi
demand reported in a recent study of INCAE* suygyest a need for crair-
inj 100-150 manayers per yecar ot the INCAE=level until 1970 anl over
230 per year after that date depending on the speed of Jgrowth ox tle
economy. In fact, of course, many of these yraduates will continue
to come from schools in the U.S. and elsewhere, but the need ohid
potential contribution of an indigenous instiiution, close at huic,
yeared to local conditions, viithout lanjuage 2l other cultural
barriers, secias evident.

* Yprivate seoctor Menagerenc Devolosene i ohe Central Americo:n
Isthmus”, Celiduell ond =irismsg, twoicos T.ilzon School, 1966.

UTOLASIIFPIFD
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At present, INCAEL has the nucleus of a ,LronJ and efiechive ur
ization., At its bheadquartexrs in Donduit, w0 o e ciialdl Goac
(Y1 recasonably efficient administrative chaki, a bean (U.S. cicizen),
6 \tuo Central American faculty rembers and several research assisculiis

b \to foxw the nucleus of the projecte:d graduate school, and assured
jacademic advice and teaching support irom HBS. .o network of INC!E
chapters in each countxy has been organized by local business leadcrs,
to help publicize the school, rxraise funds, and recruit studcenis,.
INCAE has already obtained legal recognition by the Nicarayuan
Government as a non=profit institution for regional educational - uxr-
poses, successfully offered for five years an Advanced Managemcnt
Progxam of short—-courses and seninars taught by HBS professors to
over 600 senior Central American business leaders (many of whon arc
now active in the national INCAE chapters), developed over 80 indi ;-
enous case studies and adapted 250 others for instructional purposcs,
obtained title to a 170 acre up-land site outside Manayua wherxc the
nev canpus will be built, obtained a $645,000 loan for buildinys
and furnishings from the Central American Bank for Economic Intcgraticn
(CABEX), and kicked off a drive in every Central American country oli
Panama to help raise at least one million dollars from local sourccs
for an cndowment fund to support the future operations of the Insticuic.
Appro:inately $250,000 has already been raised. (A total endotmernic
$2 nmillion is needed and has been projected, the balance hopefully L.
be raised from private donors and foundations abroad).

There is govd reason to believe, therefore, that INCAE has the ircteric l
resources to start its ygraduate program. IXIts most significant irs.e-
diate problems are (l) to £ind enough students with both the motivaiion
and the money (i.e., "effective" demand) to £ill its classrooms, and
(2) to get those classrooms ready with the help of the CABEXI huil:iii:;
loan, or to make alternatc toawporary arrangements in time Lor thie
first class. In the longer run, its challenyes will be to (1) - rovc
cue value of its courses and its graduates, thus enhancing iis
repucation, offsetting the lure of foreign schools, justifying ilc
relatively high tuition (by loucal standarxrds), and attracting the
sustained patronage of both students and donors: (2) completely
Central-Americanize its operations while maintaining the high star-
2rds ncw associated with HBS:; (3) overcome leyal obstacles in so. o
Central American countries to taxno&empt UonathP“ Lte Lty orndovadi..
fard; (4) help the univercivios Lo yvoioe Lhe suandardg ci under-
swe Teote instructiosn fir ouoiocss administvaition, not only as a pullic

LRt b thouhf SRIEE
e dldy z‘;»f(;},‘;!l',' i ,.:.]
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sexrvice but also to remove a potentially sexricus bottleneclk: in the
supply of qualified INCAE students; and (5) achieve success in it
ambitious endowment drive —i unique and pioneering effort in
Central America-— in order to become a fully self-supporting insti-
tution able to meet the needs outlined above. The last may well
prove to be the most difficult challenge in an area with little
tradition of money-raisiny or giving; for that reason INCAE's
success could establish an invaluable precedent for other educ:a-
tional institutions.

C. Strateqy

A dynamic approach is needed to help close the gap in trained
business management personnel available in Central America and

Panama. This gap is expected to widen and become increasingly
serious as the demands and opportunities presented by the bur jeuninj
Central American Common Market grow, and as even greater cpporitunitics
for participation in a broader Latin American integration i:ovenernt
materialize. It is stated U.S. policy to encouraye and suprert inte-
gration at both the reyional and henispheric levels.

‘There are no other institutions in the reyion offeriny business
administration training at the yraduate level oand employin: the

wodern case method of instruction.. In addition, underyraduate level
ingstruction in Lusiness administratiocn at Central American universitic.
is woefully inadeguate to meet the need, and several of these univeir--
sities have in fact expressed interest in observing and proditing Lyos
the modern methods which INCAE is introducing. Furthermore, there iz
virtually no research in business administration joing on in the
region, except that which IWNCAE has already inspired and vhich will

be encourajyed by the new INCAE Graduate School.

3iven the prescnt weakness of the established universitics in this
field, and their traditional proclivity for more prestigious studies,
no feasible alternative o the INCAE approach which offers such
attractive possibilities of increasinjg both the number and the
standards of trained business leaders is presently available. Ccne
siderable numbers of privilcjed Central Americans will doubtless
continue to ava11 themselves off :ﬂnorruni?ieu to study abroad, but
hoAs Joubso) Thab iz avernas il oof o*ﬂ cither Lhe nunHhars oi

et o b o R : DT e contor s odin a loeed

AR b

-

o Tede s ge e e a n mromia ek s atee T, e L e .
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highly beneficial "multiplier® efiect on the quality of business
nanagement in the region throujgh the strengehening of under jeocua
instruction in the universitcies by e:iample, advi-e, rescarch amwi oo«
training of future teachiers. 7o this end, we will ingist that 1A
maintain the closestliaison with OSUCA and the member univeraities,
providing assistance to them as opportunities and resources podinic,
Since we are providing no direct agsistance to CSUCA in chis
important sphere, our program with INCABR will not overlap and inh
fact will conmplenent our other regiomml efforts in the field ou
education.

Moreover, INCAE has already shown somc promise of awakening the
interest and challenying the spirit of the Central American priva..
sector to support this, its own initiative, and, thexeby, to invol ..
itself meaningfully in another facet of the movement toward rc jicral
integration. Since such involvement by the private sector is a
requisite of jlig success in the overall integration effort, ic oo sg
a two-fold objective --both a means and an end—= of our stratc;y .or
INCAE. On tlic one hand, the private sector must contribute ¢~
resources to make INCAE strong and self-supporting, and INCAE «on in
turn help to develop better understandingy and support amony LvLiness-
men for inteyration in this rejion and beyond.

The prospecis for success for the INCAE proJgram are ygreatly crhapioo.
by the support and leaderxship of prestigious and influential c .cov-
tives throujhout the region. As has been mentioned, IICAE chic :lncs
or associations have been organized in each country to promocc
interest and raise funds; they are headed largely by former xrili-
pants in INCAE's Advance Management Program and short coursec. Loy
personnel in INCAE include its President, Sx. Francisco de Sola, a
prominent, wealthy and civic-ninded Salvadoran business leacr viw

is noted for his support of Central American regional inte racion;
Mr. Enrique DeBayle, long the Executive Director oi INCAE, \.cll-lLiiown
throughout the region, and a member of an influential Nicarajuan
family: professor Clark Wilson, a U.S. citizen fomerly wiils -I3S and
now INCAE's Rector of the Graduate Sclhioocl; and Lic. Ernesto Cruz, a
well regarded Nicaraguan attorney now completing his doctorate in
economics at Harvard and scheduled to become INCAE's Rector in July,
1968, Lic. Cruz not only will dramatize the agssumption of aca:lenic
leadership at INCAE by Central Americang, but also should be able &s
a lawyer to help resolve any renaining legal problems impelin; the
endowment fund drive in some countries. Lic. Cruz, :-.0idcritally, has
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recently cormnpleted a study for ODECA on the atatus of the lejal o -
fession in Central America which marks him as a sensicive and aytya-
thetic advocate for regional inteyration. iiis role at IN AR chould

assist the school to advance that objective,

Gaur stratcgy calls for continued strony f£inancial and technical os-
sistance to INCAE during these coming formative years, includiing &th
continued underwriting of Harvard Business School participation|v’ii.:
brings with it the skills, prestiye and standards of excellence v :i =
should command both respect and material support from the public.
There is no conflict with other proyrams of the countrxy USMNILS oo
other assistance aygyencies, none of whose resources are known to L
available for this purpose. Their supplementary supporc of II'CAU in
the form of student scholarships may, however, be essential duxirng
this period. In the longer time-span of 5 years, however, it is our
hope that INCAE will stand entirely on its own feet as a Cciicral
American institution which mexrits and receives the whole-hzaric i an
sufficient support of the private sector and contributes si niificantly
tu regional economic developent.

The key to our strategy is, thercicre, the willingness and asilicy

of the Central American private scctor to support INCAE, ..y vith
students and contributions to the endowment fund. ROCAP c.asiders
that substantial progress tcuard the goals of IICAE's cndcuiaent drive,
and a demonstrated ability to attract a .ufficient number £ qualific.
jraduate-level studenits for efficient and effective oncric:oun should
be conditions precedent to our assistance beyond FY 196G.L. Tcncatively
these interim objecti:es have been set at a total of $1, 302,900 in
cash or firm pledges for thc endowment fund (£from all scurces) by Junc,
1968; and the successful nourtingy of the first graduate lcvel course
with no fewer than 335 students by January, 1968. Pailuvrc <o achieve
either or both of these objectives should eatail & carclul reappraisal
of the viability of IINCAE and the value of further U.S. support,
although the evident need for greatly increased numbers . trained
business managers in Central America should dispose us towara a
synmpathetic consideration of any special obstacles or factors delayin;
but not fundamenially undermining the prospects for latcr success, Ti
fundamental imporitance is that Central Amexicans demonstrate that they
recognize the nced for INCAE and will progressively assule responsi-
bility for its {ull support.
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Other actions by INCAE which are considered imporcant to ity con-
tinuing ability to attract students and otherwise conivibuta to tuc
developnent of competent managyers in Central Amexrica are Jiswvussoed
in detail under Courses of Action below.

D. Planned Targets, Results and Outputs

Successful completion of this activity will be measured primarily . .
the assured operation of the INCAE Graduate School of business
adninistration on a viable and completely ' self-sustaining basis (i...,
nc additional U.S. support required). This will represent the succ .-
ful creation of a new C.A. educational facility in a field of priu-
importance for the developinj comiton market, where no such facili.o:
existed before.

Quantitatively, Ly the end of this plan period INCAE will be provi- ' :
soine 90 graduates a year trained in the most modern technigques o.
business managenent to help meet the growing demands of privatc
enterprise in the Central American Cowrmon Market. In keeping vith
usual proiessional practice in this reyion moreover, many of caesc
young leaders way be expected to cffer their talents to stren ;then
the underxgyraduate business administration departments of the racici 1

and private universities, on either a part or full-time basis Yt lie
tatively, IINCAE should bring a marked improvement in the staanr's oy !
nethods ¢f business management, generate a demand ior more alw: X .. o&

uwndergraduate training in the universities while offering the lacuc:

socme practical assistance in this regard, awaken yreater interesu an.i
support in the private sector for regional integration, and »rcvilic an
1mpetus toward more constructive research on business problens lozh in
the schecols and in private z=nterprise.

liot unrcasonably, INCAE visualizes itself within a few years os a
recoynized center in Central America not only for instruction, ..at also

. :foer consultation, resedrch and publication on problems of business

administration. It plans to expand its teachiny and research into such
vital related areas as managelent-labor relations, agro-buciness, and
business-ycvernment relations.

The new skills, knowledye, attitudes and information envisione: a;ove
are not readily quantifiable, but can be of the yreatest irporcan:

not only in immediate terms of better Central Arerd oo womo oo, uijCZ

(,,,e ‘.,,_-- -~ ors

-
[S1IE O]



LY AR Y

“ PR

_Oontinuation ox

" L OLCTASSTETED

TERR O

<.

tRiYEoey, and o wore elliciene ve lonal alleeation o, golonn e s, Tt
alse an laving the gocuan. eyt v L Srivale sove] v el wioaol Laaw
Anevican cconcwde inbtegration i Che years to coe. LU 33 e ke
Litolw, and is 4» 2ack a joal of INCAFR, that it »ill in dacure aeevo
sutinessuen and chwdents from all of the Viestown omicphene,

14 1UCAR achioves thege objectives, its qualitative gains will .
sur:iass any concrete cost-benefit analysis. In sheex objoc tlJV
of cost per graduate, however, present nlans would entail a UGG ,
Gi. appro:d, 1y §3,900 per graduate Lrom ¥¥ 1967 througiy FY l¢:72,.%
I£ all inputs since the beyinning of AID support to INCAER in FYV 1900
vwere cbar'n’" to these same stuwldents, ithe ey capita cost uvould
“ouole e the arithnmetic would be mislcading since the wain thrus:

the carly contracts was supporc oi the AMP Program rathexr than
ulrect suert ol the new jraduate school,

g -
R SUERET
IR R S S

-\-’-

NG

Ea)
.t

z. Sreion

C(,L\a. 9

oneral

-4
'-L't-:‘

s
535 ii-

DEC Lo sace in the projrams : ICAE, vwhich pricarily has
v lved svshor? Gi the Advarced anajonent Progyram (five 3h-week
snvinars £hron;h €Y 1807 invelwvir ) appro.irmactely 225 seniox busine:n
cgecuiivuu anl government oificials nlus niwerous shorter courscs

“1ign :rache? another 49)), oprexaracion of nunerous indi jenous anc

coaexr anslical:le casc terials, tcacher training at (IBS and carl::
vLarrr:f Loer the sercaneri jracuate institute, has been detailed

us CAPs and IBS contract renwris on file in AID/W and ROCAHP,

Jre

M ’1

© 1il

“Xovic
_rogran ¢f short courses and seisincrs
‘cred important by both those in:
«rerall objective of iwnprovir
imic also to cultivate punlic
ROCAP agrees, bhut after fivc
ady spent in support of this
now become self-supportin;.
.111 be available for this

the INCABR/ . .&
Yoy sonior ousinessten is corc
cutivns, noo cnly o further tho
rapajeent siiills in the regic:n,
ol tho inate=-l1level proyrare
and acely $1,9290,000 2
prograrn, i »nelieve that it «l
contzact Zunig already compitl
throujl: Calerdayx Year 19GE.

R

[ R

Syt
CArsS
ll*';- --)l

-

12 L ORGSR

o
© e

¢
culd

1 B = . .
o JO1 bas VLS

o ot -~

IOV

s en
~¥ ]

alie> o

~GL

e Lot ] a

—
"ty o e
37 G351

~abdy

wreqenu 1Y

Fiwe

]

2=y@3aY yrauuatc pro;
classess ' s

Cerl) oevor

~ E ;7,)_

i

P g

I ‘;:lll‘;)

SSIFIGE

TR



ol

F&CBE/G CAPTO Circe. A= UICLASSLFIRD 13 1l

Beginning with our I"B.‘ 1OG7 orogeaty, ROCHD's sunoori on TEeAR will o
almogt exclusively ‘cvoiad Lo cataslishoont ob the pcrianenc ﬁ...;,.;
and implementation oi the gra:luate-level program. Jac ConRtrdl ALeRsoih
private sector is scheduled to provide an increasin bl Luag ;o oo oo
operating exjenses throujgh the pericd of the posic oo jeridn, ous
30, 1969}. Thereatfter, INCAL is ex;cc_OJ TO G S0l ~Lun SGAnILy,
B8 has recoxmcndcd the continvation cof lindted Vole acalonic nunlind-
ance on a dininishing ixasis at leas®t Liwouyh FY 1372, To acuol li;j
these objectlves. it is estipate: that the Central American »Hrivac
gector must contribute appro.dracely $169,000 to ILCAE operatin
expenses in FY 1969, and subscancially meet total annual operatii:;

©eipenses plus service anl! rcepayiient of the buillding loan reguiring a
total of $400,000 bejinning in FY 1970 (to be realized from contri-
butions, earnings Irciz the enlownent funds, tuition, and micoccllarcous
income of II'CAR).

-

Detailed Courses ¢ Action

2. FY 1967

(1) project hgreement with INCAE covering certain

cperating expenses for the period Jan. 1 - June 39,

1967, plus a ifull 18-months funding for the IUCAR

Recter; 3,007

(2) Contract AID/la-472 (ROCAP) with FIBS coverin
the services of an Academic Adwisor to IKCAE an-l

two other HBS professors for an 18-month periodl,
nlus assistance in ‘leveloping an INCAE library,
preparing additional cazc studies, perfecting its
Jracuate-level curriculum, training its faculty, etc.

N

cr

b
.

(3) The Cen:ral American private sector contribution
tc INCAE's operating exnpenses during the period of
the first Project Agreement was estimat > at $51,122,
including all costs of internal administration except
faculty salaries and related eupenses as specified in
the Pro-Ag. 1In addition, IRCAE secure:d @ loan of
$645,000 from CABEI (drawiny on U.S.C. funds) for

enjlneer§rg, constrvciion and furnishin, oz tic
orTencrn oo o T I Y TR g cew T i w0
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CLOTANGIELmD

with capacity of 30 single rooms, and one main build-
ing for classrooms, library, adninistvative otfices
ard dining room. Morcover, transfer of title te ILCAR
was effected on the 170-acrec site donated by the

Nicaraguan husiness corxmnity for the perranceni: carpns.

Its acquisition value vas estimaved at $250,9007,
FY 1968

(1) It is anticipated that a follow-cCi Project
Agreement will be negotiated with INCAE early in FY
1968 to continue support of Central American teach-
ing salarices and related cipenses for a l1l2-month
period;

(2) 1t io anticipated that Contract AID/la-472
(ROCAP) vith !IBS will be extended for the same
purposes for an additional 12 months beginnin:g
July 1, 1963;

(3) Opnc shorc-term scholarship will be provided for
advanceii training of/%uture INCAE faculty member
at an cstabilished business schcol in the U.8. or
ancther country doring FY 1968;

(<) During this period, INRCAE will be expected (o
mount ics first graduate-level course with appro:i-
mately 35-50 students; rosecute its endowment rive
with wvigor through national campaigns already
planned by the INCAE ciiapters in each country and
with the assistance of a professional fund raiser

zo be provided by HBS, thus making substantial
projress toward its partial goal of $1,000,000 by
June 1968 with the major portion coming from Central
American sources; coaplete construction on the rmain
adninistration-classroom building and enoujh of the
dormitories to house the first gyraduate class, orxr
make alternate temporary (i.c., rental) arrangements
for space under conditions which do not drawv down
the endowment fund to the e:xtent that IFNCAE's
ability to become self-supporting by 1970 is under-
wined; establish effective working relations wich che

UNCLASSIFIRD
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"Conscjo Superior Univecsitario Centroarcricano®
(CsucA) and the nacional uwniversities, noil oo
reeoguit NDBA stuwdents and to pave the way for later
tochnical assistance in upjrading uandergyralduacns
curriculun and instruction in the rejion; sool aca-
dimide recojnition in Central Anoerica oo ossiure G
clisctiveress and success of the &raluave Seacwl:
orvganize a Placement Office with cloze cics to lozal
industry and jovernrments thrcuvjhovt Concral Anmericas
and continue the preparation of business case studies
vhich will serve both as instructicnal material for
the school and as a basis for orijinal research on
problems faciny Central Anerican ccononic development
and intejyration. buring this reriod also a final
decizion will . reached as to vhether INCAE's
graduatce oHrojram will cover one or two academic years.
Satisfaccery projress toward all these goals, partic-
wlarly ¢he initiation of graduate instruction and
success in fund-raising, as vwell as the demonstrated
williu jness of the Central American private sector to
weet the operating expenses of INCAE not presently
supporied by the U.8.G. (cstimated at approximately
$103,932) will be considered a condition precedent Lo
any furcher assistance unless in the judgement of
RQCAP, soecial mitigating circumstances warrant an
crcepiichn,.

Fy 1969
(1) It is anticipated ¢ :2t a follow-on Pro-Aj; will

Le nojotiated with INCAYR carly in FY 1969 to con-
tinue support of Central Anerican teachinj salaries

an’ related exXpenses for an a-wiiticonal 12 onths; 117,235 (c

—~- 3
“'\JL'. z

(2) ROCAP will considex e.:tendin, Contract AID/la-
472 (ROCAP) with HBS tou ~wecviae ounly the services of
tuo U.S. professcrs at 1i1CAE inclwuding the Academic
Advisoer for ap adldicional 12 conths bejinning July
1, 1969 as xecommended Ly che TBS/IKCAE Developent

10
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-y o

(3) It is anticipated that two scholarshins for o'-
vanced training of future IINCA;! loculliy Lolnols

abroad will be »rovide:l. 12,3 L)

(4) During this porici, INCAR will be euxpocted Lo
mount successfully ics second yraduate-level courso
with approzivately 39 entering students anid 35=-30
second-year students {(if the two-year projram proves
feasible): substantially complete its endowment funil
at the projected level of $2,000,000, with appro:i-
mately half comingy from Central American sources:

and complete action on the other steps outlined under
L (<) above, including all the buildings provided for
in the CABEXI loan. In addition, INCAE will be e:x-
pected to develow its relations witch CSUCA and the
rational universities sufficiently to beyin render-
iny advice and asgsigtance in the improvement of
unriergraduate level ingtruction in business adnin-
istration, boch throujh curricuvlunm revision and
throujh the upjra:ding of faculty by nparticipation in
the INCAE graduatc program. INCAE will also place
increased cnphasis on the recruitment and trainingy
(see ¢ (3) above) of gqualified permanent faculty who
can in the rfuture retain the standards oi INCAE while
gradually renlacing the 1IBS persomnel, thus enhancin
the "Central Amcrican” character of the school. Thesc
goals, plus demcnsirated willingness oif the Central
Amerxican privaice sector Lo 2ssune responsibility Zor
all operating ecxpenses cf INCAE not supporxted by tiic
U.5.G. (estimated at $1%5),000 in FY 1969 and $470,97)
beginning with FY 1970), uill be consilered a conii-
ticn precedent to any further assistance unless in
the julgement of ROCAP special ritijacing carcuo-
stances varrani an c.ueepticn.

ry 1970

(1) tic further Jdircct financial suzporc to INCAL is
contemplated.

(?) RCCHT™ IV Csriow o lcisril Jw TS aoncvacs

Lt . - . PR Co. - < s e s T+ . s
3 ORI S AU S - LIS T .lz;i,.‘_,‘f u'l.:l_/ }_, L



ROCAP/G  CAPTO Ciwc. A= VECLASSIFITD 17 1t
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to provide only the services of two U.8. profeszor:
at INCAE including the Academic Advigor, &g wodu-
mended by the HBS/INCAL Develoysienc Plan. ), 30 (eot.)

(3) INCABR should be fivmly escablished as a nueeesi-
ful cducationul institutior, its fipanciol stabdli o
and academic standing assurce.d, @k its stuienc ooy
stabilized at 50-100 students in citilcy @ cune-veaw
or two-year academic pro jrari.

e. FY 1971 and FY 1972

(1) If the nee:l iz ¢ cmonotra,uJ, RCCAP viill consiJex

extending the IIBS contraci iuring these ycars Lo

provide only the sexrvices o:f a U.S. Acaldeinic Adviscr

at INCAE, as recommonle! vy che BS/IUCAR Develox:on:

Plan. 70000 (e

VOUAE ¢Sl

Reseaxreh Connoneins

Xeseaxrch in busincss au‘lPl““laticﬂ el ar o crebloenns an oo Corlol
Arerican conie.i, incluiing the presavation o4 case stu.xeos, 21l Lo o
romeoal cart of the accivity of roiessors anyt stuaenes oo 200 2 L0as
Sraduace Schocl, vithout aiiitlunal cosce o Lthe UST unless oo oo, -

chocses separately oo finance sarticular sculilces ol inloresi oo il,
in geneceral, the devels cont of a recojnized veoszecarelr caxiilic; at
IFCAER i3 viewed as a necessary adjunct co tho inscruccicral rrojeai .
Such a research center ol 'ln jreat prowise for enhancin, Central
Anmexrican insighcs into in:1, "ous business oroolens, related asecos
G regional development, aixi (e opportunitles ior Central Aucrican
marticipaticn angd lealershin in ¢ evolving Latin Ancrica: Coruon

!'Ta rkct °
sunnary of U.S, Convributions
Obligaticns under Contract througyh FY 1966 51,080,463

Plus grants to IKCAT and related feasibiliiy stuwlies
Shrough FY 19

0 167,204

St wLhy sl i T 1,235,263
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1CAE Prb-ng FY 1967
Jontract with HES FY 1967-19G8
Total oblijationn co=-datoe
? ?imatea INCAE Pro-a- 'Y 196
t

imated IS Contract FY 16CO
timated Teacher Training rv 1900

s
scimated INCAE Pro-Ag Iy 1969
mseinated (IBS Contract FY 1969
notimated Teacher Traininyg FY 1969
ascimated UBS Concract Y 1979
ry 1971
ryv 1972

SRAL:D TOTAL

+ olimatert

T i)Y

ULCLASSIFIED

13 10

93 4 5N
202,090
1,509, 7C3
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