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AFCENCY FOR 'NTERNATIONAL DEVELGPMENT
Sg_:g‘ UNITED STATES OF AMERICA A. |. D. MISSICN
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SAN SALVADUOR. EL SALVADOR. C. A.
August 10, 1978

ACTION MEMORANDUM FOR THE DIRECTOR
FROM: Sidrney A. Chernenkoff fDO

SUBJECT: Authorization for Technoserve Operational
Prograr Grant (OF

1. Technoserve (TNS), 2 U.S.-hased Private and Voluntary
Organization (FV0), has applied to USAID/E) Salvador for a four
year, $500,000 OFG. Funding requested is $120,000 for FY1978,
$160,000 in FY1572 and in FY14E0 for each year, and $60,000
in FY1931. The qoal of the proposed project is to improve
the economic and <ocial well-being of the poor majority in El
Salvador through implementation of & self-help entarprise
develonment process., The purpose of the project is to facilitate
the estatlishrent or expansion of smell enterprices in Bl
Salvador.

2. Technoserve has a very weil developed process for identifying
and assisting small enterprises. The prospective self-help
enterprise is considered in terms of the following criteria:

a. Potential for cconomic wviability;

b. Potential broacd-based cormmunity multiplier effect
in 2ddrecsine the neede of low-income people;

c. Ownerchip base (as wide as possibie) i: the form

of rf~c<h invectrmant:
d. Adeguacy of local leadership;
e. Degree of labor-intensiveness;
f. Utilization of locally available raw materials;

g. ‘Non-discrimination in terms of a particular group
or sex,

h. Absence of access elsewhere to resources and services:
which Technoserve provides.
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TNS will fill any cr all of the following roles in support
of participating enterprises:

a) Catalytic Role - TNS will assist members make their aims
and objectives operational through improved management ability;

b) Management Assistance ard Training Role - TNS will
conduct feasibility plans prepare a detailed business plan,
provide short-term management personnel, and train employees
to take over management responsibility;

c¢) Technical Assistance Role - TNS will advise the enterprise
on the selection, procurement, and installation of new technologies;

d) Capital Assistance - THS will assist the enterprise
identify capital support;

3. The Mission Project Committec has reviewed the two draft
propcsals and has raised and discussed the following concerns:

A. What exactly will AID finance?
B. How can AID measure the impact of its financial inputs?

Would it not be cheaper to simply hire individual
consultants for sclected enterprises?

C. Is the TNS process tco sophisticated or inapproriate
for small enterprises in El Salvador?

D. Why are many projects rejected and so few actually
selected?

E. Should AID have any contro! over the selection of
individual projects or activities?

F. What is the likelihood of institutionalizing the
TNS approach and operation in El Salvador?

. The Committee accepts the THS concept of supporting the
development of small enterprises as viable. Under the project USAID
would finance part of the TNS operation in El Salvador through an
operational program grant (OPG). The Committee took special note
of the fact that the Ministry of Planning has already granted
$226,000 in cash since 1975, has obligated $136,000 for 1978, and
will provide at least $246,000 in 1979 and 1980, a remarkable
commitment by the GOES. AID inputs, however, cannot be specifically
isolated in terms of their contribution to certain outputs, so
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the entire TNS operational output will have to be considered in
any evaluation. |t appears reasonable to expect that 3 or 4
new enterprises or major new activities within enterprises can
be achieved by about June 1979,

The Committee also considers reasonable the TNS selection
process to select and assist small enterprises, particularly
given the high failure rate of such enterprises (19 out of 20
fail in LDCs), thouah some concern remains that it may be too
sophisticated. THNS has stated that its process is flexible and
can be adapted according to the individual enterprises.

The USAID has also noted that TNS is forming a Technoserve
£l Salvador Advisory Committee composed of distinguishec Salvadorans
to help insure institutionalization of the TNS process.

5. Besed on the above, but still somewhat uncertain as to its
chances for long term success, the Comittee recommends that an
OPG be autherized for a four year period, but that only the first
year of funding ($120,000) be obligated at this time. The Committee
alsc recommends that, on or about July 1979, an AlD-Technoserve
evaluation take place to determine progress to date. Progress
expected at that time would consist of 3-4 new enterprises, or new
activities within existing enterprises, then underway with TNS
assistance. In addition, the Advisory Committee should be
established and functioning: |f the evaluation indicates that
all appears satisfactory to USAID/E) Salvador, the following year's
funding will then be provided. If not, no further AID funding will

be forthcoming.

6. |If you approve of this analysis and indicated course of
action, please sign the appropriate authorization drcumentation,
attached, and | will have it and the Advice of Program Charge, also
attached, forwarded to AID/W, as the first step toward your
approving the project in FY1878. The next step will be the preparation
of the grant agreement whicrh will he signed after allotment of
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funds.
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