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Guat ... la CAPro A_ 2SO IUHCLABSIFl.80 2 

Ao 8Ulllllaa l>ueription 

Tbia project, begun in FY-63, is directed ·toward proaoting 
economic develo,.aent and private sector integratioo witbin the CACM 
throu1h aeeting manpower needs in bua.lneu management. Technical and 
budpta1'7 •••istance continues to INCi~B (the Central American Institute 
of Business Administration) in developing its copability as a degree 
(MBA) granting and advanced manag~nt training innt1tut1on. With 
the assistance of e Harvard University contract, INCAE is expected to 
Achieve full academic program viablli'ty by the end of FY-72. On the 
other bond, the difference between totol operoting costs nnd revenueB 
obtainable from tuition end non-AID donations continues to leave on 
operating deficit. ROCAP proposes to ossist INCAE to meet tbio defi­
cit until the end of FY-72 ond perhaps one odditional yeor if reouired, 

During the remainder of the project period em1>basis will 
be given to the development and i11pleinentat1on of couaurehensivc; long­
term operating ond finoncio l pl ans ni1med at making INCAE f inuncia l ly 
viable upon the termination of AID grant supf'Ort. 
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Table 1 
Page 1 of 2 
Country: aoc:AP 

Fiacal Years 

Pl'iO!" 
throuah 
Act. PY 70 

Opor • 
PY 71 

Buda· 
FY 72 

B+ 1 
FY 73 

B + 2 

"-----
B + 3 

"-----
All Subia 
Sube. 

Total 
Life 

Ap 

!iONCAPlrTAL PROJECT FUNDING (OBLIGATIONS !N $000) 

Proje1t:t Titla; BuaiD•e>"'s Adm:in:ia·::ratlcn C:NCAE) 

PROP DATE: December 15, 1910 
Orig~na!: 

~~~~~~~~~~ 

L/G Total Cont!/ 

1.2~7 791 

375 95 

235 

230 

2,087 886 

Ravision:~-X~~~~~~~~­
Projact Nou 596-13-770-024 

Pisrsonn~l Serv" Perticipanta Commodities Other Costs 
Diro Dir & 

AID PJ\SA CONT us Ago CONT us Ago CONT us Ago CONT 

'191 22 400 28 

95 280 

235 

230 

886 22 1,151 28 

J/ ........._ (ncmadd) column 
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Toble l 
Page 2 of 2 Ex.chg, rate 

-------------------------------- --- ----------
AID-Control led Other {.<1Sh 

Local Currency Con~rihu-

Fiscal Years tJ oSo Country tions 
owned o-.moo !NCA.E 

R&venuG& 

Prior 
through 
Act. FY 70 l • .IOO 

Oper. 
FY 71 300 

Budcet 
FY 12 350 

B + 1 
FY 73 350 

B + 2 
PY 14 

B+ 3 
FY 

All 
Subs. 

Total 
Life 2,200 

• Prlw.te and public aector donat1ou 

Ott.n•r 
Donor 
Funds 

(~ .i:;qu:lv.) 

240 

300 

300 

1,640 

i:'ood for 
~~ic tr 1c 
Tons 
(000) 

C< C World 
V~lu~ & 
Freight 
($000) 

l'J..'lrket 

Price 
($000) 
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B. 8'1!1NO ... To Section a. SetU.ng ot tbe original PROP add the following: 

Tbe inadequacy of trained ~1u1uln r~u1ource1 d.eacrtbed in section 
B, fitting 2t &.viroraent, ot the orJ.glnal PROP h8~il1ns one of the serious 
obataclea to ecorru•ic integration to Central Alneric1•. 

Since the incept 1on of tbt111 project, IMC.Alt-; baa demonljtrated the 
intention and the capability ot cond1J1ct1ng a prograin in Une with tho over­
all bueta.e•• and management needs ot the region. 1111 tbts regard INCAE 1e 
ncbtevlng, witb the one important exc:eptton of f1oai11cial self suffictcncy, 
the quaritltative tnrgeta outlined in Section D,, P.!J!!!!!!!!! Targ_~~JL. of the 
original PROP. 

INCAE is uo·.11 fin:ily cstabUshed us a pe111111ment in6titution of 
higher education, 1t is Centrol Aale1•1ca 'a first fully operative grnduatQ 
inatitution and one of tbe leading cuntere for business 11ana3ement educn­
tion in Latin Americao The follo·dn~c ore som.e of IHCAE's moat signif1·­
cant achievements to dote. 

l. It hos built and equiPIHl'd n Clllllpus wtth living foci 11-
t ies for 60 resident students, clnaeroorn foe 111 t ieB fo1· 

120 students, kitchen nnd dining room1B, library :rnd 
offices for the faculty nnd the odmln1atrat1vo stnff 

2. It hns been able to nUroct o totol of H)6 st,1denti; to 
tts M.o.t.. program frOllD n total of ll different countl 1:·s 
including nl l the Centira 1 American countries and J>nnann 
plus Colombia, J::;cuodor, Peru, Switzerlnnd, anll the L:nitn1 

~tatc~. 

3. It h~a' bc>f-n . b1e tu nt:tract o totnl of 300 top level 
bus lness ond govertllllen1t executives to i ta Advanct.>d Ma -
nagement Program frOl.'.ll 13 different countriea, 1ndud1ng 
Chile, Ecuador, Mexico, Peru and the Lnited Stntes aud 
Venezuela, in addition to the Central Af,1er1can countrl(c'b 

aud Panama. 

4, It hne been able to n t tract a total of 793 buBiness and 

government executives to an oggregnte of 29 short semi­
nars offered throughout Central America, Panamn and C0-
lombiaQ This does not include 49 executives who 0ttended 
two spe~inl training D~ogrnms respectively snonsored by 
the Danco Nacionnl de Nicaragua for its mm stnff nml by 
the Inter-American Devcelopment Bank for the et.off of 
client inst1 tuti ons in Centro! America ond Panama 

So It has been able to of:fer, for the first time in Central 
America, a two-year M.13.A. program especially designed 
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&OCAP/Guat ... la CAPro A- 2SO UlfCLASSIFl.f.1> 

to .eet the needs and conditions of business in Central 
Aaericao 

6. It has proven the value a•f its educational progra1DS and 
the quality of its gradua.tea by successfully placing 
all 47 aembere of the f iret two graduating classes in 
m1ecutlve and CClllsultiDg positionso 

?o It hos recruited o aultinationol faculty composed almost 
exclusively of men with doctoral level trainingo 

6 

Bo It has successfully accomplished the transfer of academic 
leadership from o U.S. Dean to a Central American Daan, 

9. It has developed an adllinistrotive organization Judged to 
be capable of upholcling the Horvord associated standards 
of excellence after the complete phase out of oll Harvard 
Business School inputs. 

10. It has established n student guarantee loan fund through 
the First Notional City Donk, and has obtained o small 
number of merit scholarships for students of outstanding 
achievement. 

llo It has organized a national COllX!littec ond on internntionnl 
ossoci~tes organization in eoch CA/country to mob1117e 
the support of the business community. 

12. It has been nblc to raise more than o million dollars in 
gifts from Central American business fi~au; and some pu­
blic sector institutions and nearly 800 thousand dollars 
more in tuition and fees fran its educational uctivitiea, 

13. It hos firmly established its reputation as a first-rote 
academic institution throughout Central America and beyond, 
as evidenced ii}' the growing number of npplicntione from 
SOl~th American countries and its close ties with other 
Latin American institutions of higher education, 

14. It has gained recognition as the leading center for 
case study development in Latin America, os evidenced 
by the decision of the Latin American Ca11B11ittee of Deans 
of Graduate Schools of Administration --better known as 
CLADF.A-- to establish ot INCAE a case clearing house for 
Latin America and the fact that they rec,ently elected the 
INCAE Rector as their l)rEsident. INCAE has completed 
approximately 200 C. A. case studies/not,es and bas assembled 
500 other cases applicable to regional nroblems. 
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BKAP/GuatGU.la CAP'.l'O A- UNCIASSIPIED 1 

150 It has provided advice 1;o several CoA. national uni ver­
ai ties on tbe use of telitching material•• and the develop­
IMD t of coursea. 

160 One important output tai~get, however, Jl.s not being achieved 
ea scbedule<L INCAE hat• not been able to develop the U­
ncinctal support neceseaJI'}' to continue Jlts O))era ti on a n f ter 
the programmed phase-ou1:. 

The original PROP projected 1tbat INCAE nued1Mt a total endowment 
fund of $2 million by 1970 to make it uelf-supporting.. To date llNCAH has 
received $691,941 in pledges of which ~~513,290 has be-~rn paido The impor­
tant thing to note here is not that INC:AE hos fniled 1to achieve tbili tar­
get but retber that it bas, ns a totallly new institut:lon with few eata­
bUehed linkages, been nble to achieve o high level o!r private finnncinl 
aupport. P.Xperience in instituUon buJllding in buoin~3ss ndminietrotion 
in the Latin Amer icon environmcn t indic:a tes that the development of linlc 
ages to the private and public sector c:npable of ae-cuiring continuing 
financial support is a long-term proceuo, For exumpht, Dr, D, II, Tuylor 
ta his book Institution Building fil fil!.!1iness Adminiet1r:.!!.!..2!2 1 }he prnz111au. 
Experience (1968) notes that it took the Ousineae Ad.o:LniatruUon Institute 
in Sao Paulo, Urozil ot lenst GeV(:'ll years to establish favorable finnncinl 
linkages with the public sector and th:lrtee11 years to eatoblish them with 

the business community (pg, ~17), 

As a result of recent intensllve l~C1\h/HOCAP revh~wl:i of tlw 

!inonciDl problems of INL1\h, the following steps to r4~duce operating 

costs and/or incrense revenue, arc being taLen, hove been ta~ ?.n, •)l" 

are under considerotion. 

A. Steps nlreody ta!:en: 1NL1\:o ha6 

L Orgauized a self-suoporting ",\1;ocindos lnternncionnles de INCAL" 
(AIDI) in each CAIP country ·.dU1 n ccmberehtp fer:: of Sl30, yieor · 
person to provide greater linkage with the nr:ivr1tc nncl nuhlic 
sector of each country; 

2= Initiated 0 "bone!" selling clri••·c in eocb country to raiae fundr, 

for the endowment fund - the o;boml" purchas~r does not pny the 
$5,000 face value of the bond but n{{reea to '1DY n yenr.ly interest 
of 6'.'o for a n<!riou oi ::.o years; 

D. Steps being tnl:eu: HiCM·. is 

3. exploring the possibility of raising the AL B,A. tuition ;ind 
boarding costs to $5,000/year {currently ~,2,500) with students 
paying $2,500/year ond their national governm1ents paying the 
odditional .$2,500, !fo final d1ecision on i!ih€tlher to mnke this 

Li?K, IASS IF I l:.D 

10 



llOCAP/Guat-la CAP'l'O A- 250 UNCLASSIFIED 

increase hos been made ot p:resento 

4o attanpting to secure achola:rsbipe covering actual tut tion and 
boarding coots for beat 2nd MoBoAo year otudents to h9lp meet 
operating coat deficit and act as a motivator for lsto year 
student&o 

5. employing a maximwo number of qualified Spenisb-speaking 1>ro­
fe•sors to reduce or eUmin111te simultaneous translation costs; 

8 

60 determining the optimum number of MoDaAo students to r~ucs the 
ratio of operating costs to tuition ~o a minimum and still meet 
LoA. manpower needs and aaintatn the academic quality of program; 

7o developing a plan to increase MaBo;', and A.M,P, tuition feet:J; 

C. Steps under consideration: INCAE io 

8. studying in depth the feasibility of an INCAE resenrch/conaultnnt 
affiliate thot would provide contract services on cc>at nlus baa1o 
for the region; 

!>. exi>loring the poss ib111tics of obtaining o long-tem, lo·., iw· 

terest rate loan from CABE!, 

Co STRATEXJY, TARGh"'TS AND ACT ION PLi\N 

Delete Sections C, D and E as shown in the original and BUbBtitute the 
following: 

The development of INCAE EJay be c011stdered in two 11arta; .in tenu; of 
the academic quality of the institution itself nnd ita grodunteo; nnd 
in terms of its long-term financial sel f-euf fictency, 

With the assistance provided under the llarvord contract, l~-J'CAI:. is 
presently turning out well-·prepared graduates and io achieving gro .. ving 
recognition throughout Central America nud elscwhe·re for the excellence 
of its busine~s administration education and advanced monagemt?nt t~oining, 

Academic Torget: !h£ ~demic l?!.2££!! !!. exnected. 12 be ~_suetaiQ._in_g, 

,!!.r lli !!:!.£ 2f FY-72, ~hen ~~!'.&contract~ expected ~-~, 

INCAE ts in the unique position of being n major development instru­
ment wt thout n financial guarantor, Experience ha.a shown that the ope­
rating costs involved in producing Qualified graduates far exceed ottain­
oble tuition revenue, IN(.AE is taking positive steps to alleviate this 
problem through Um development of leaner budgets, increasing tuition 

1.i'NC Lt'\S S IF l lID 
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rate•, and attempting to bring the aiz4' of the student body to the opt1-
9Ull level tor efficient and ecoD01Ric oi:aeration. lt is clePr, however, 
tbat the budget deficit cannot be aet c:capletely without substantial 
earnings fraa an endowment fund or sccHt aillilnr sourc::,e of revenueo It 
is not realiatic to a&sWle that an ad~iuate eodOWJ1ent can be rai~ed 
through done.tions frc:111 private aources in the same ttme frame as edu­
cational viability is achieved, particularly in an orea where there is 
no tradition of institutional donationia and no ta.x incentives to do so. 
Thus, a significant f)art of 1 ts financ:lal requirement• will need to be 
obtained from international donors on c~ither a grnnt or loan basis until 
at least 19750 If a loan is 1avolved. it will be ensenUal that interest 
and terms be the most generous poesibl4e to permit JHC.AE to build its equi­
ty from the interest spreado 

It is ROCAP's plnn to continue to encourar;e and ur'lBB INCAE in 
the achievement of the following FINANCIAL TARGETS: 

1. Develop long-term projection for optimum lev.el Jl:L O,/, 
student body to ensure that manpower demands of the re·­
gion are met - March 31, 1971, 

2, Analyze current A.ALP~ 01r>erations and develOJ> long-t£'Y1Ii 
projection to ensure that OJH)rations meet manpowvr needti 
u t this level and continue to be fully co6 t recovortni:.; -
March 31, 1H7l, 

3, Study the feao1b111ty of instituting o resenrch/cornrnlta-· 
tion affiliate to meet the needs of the region on a profit 
generating basis thnt cn.n bontribute to tbe overn 11 op·t.1ra­
tional budget of lNCAE, ond develop plans for this nff1-
11ate, 1f its creation 1a judged fonslble - May 31, l~"H 

4, Oe'1elop an overall lNCAE financial plan nnd oroposo l to 
show how long-tenn overall f1onnc1al eel f-aufficiency wll l 
be achieved, From thte an action plan wl 11 be develot:>ed 
to show how much externol funding (loon/g1•nnt) wt 11 b..e 
needed to achieve financial inde-pendence - July 31, 1H71 

AssU""'ling the orepnra t ior. of a sound action olan by July, 1971, 
it would certainly be CY-1972 before INCAE could e'XJ>EJCt to negotint~ 
a loan or obtain sign!ficaut non-AID grants to replace AID grant naaistnnce 
In the interim. ROCAP propo5es to continue meeting a substant ta 1 p<>rt ion 
of the budget def1c1 t during the remni:nder of the present 1910-71 ond 
1971-72 school years During this period, INCAE will be bringing its 
total budget too more austere level, 1ncreaa1ng tuition rates and the 
size of its student body. comr>letlng olans for its lo•ng-term financl al 

UOCI.ASSIFIED 
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develOJ1118ftt, and beginning inrplesentation ot the planso Should unant1ci• 
pated delay• oceur in negotiating loan •upport, BOCAP would be prepared 
to con11ider serlousl7 additional and final grant aas1stance tor the 
1972-73 sebool feUo 

lll:!AE'a Ability to become t1oancially viable by the end of the 
period proposed tor grant financing and tbe suba«JUe·nt period of loan 
f inaneing ta most heavily dependent upon the building of the endowment 
fundo Jn the past, gifts to JNCAE that could have been used to build up 
the endowaent fund have had to be used to meet curra~nt operating costs, 
It 18 essential that this be avoided in the critir.al JM)riod immediately 
ahead. Thu& although we would like to project a substantial imaaing down 
of our budget support to INCAE as we move lo the phose out 1 our moot 
recent nnolysis indicates tbot this would not be prudent, 
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