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L. 	 SMM"11"AND RECOMEN:ATIONS 

A... Face Sheet 

B3.. Recommendations 

ROCP recommends an amendatory authorization of the.
 

MKB. M'anagement Deveopme.t graat (596,-0 101) , of $ 1.4' m,-Ilion 

to Rrevide° addition-aL assistance to the Instituto Centroamerica­

no de, Adminisitracl.6n de Ezpres-as (TNCAE).. The grant will be: 

fumded over a perios of three years: as follows.- $400,.00'0 in 

PY 198:0, $:9.00.,.0!0'0 in FY 1981,. ancl $1500,0.00 in FY 19.82... 

C. 	 Grantee and Executing Institution 

'Me Grantee and Implementing. Institution will be! the 

rastituto. Cetroamericano de Admnirtraci6n de Empresas (INCAE)_, 

a private ins-titution under legal charter in Nicara.gua. which. 

provides managerial training and technical assistance for the 

C'ntral American region... 

D:. Goal and Purpose 

The goal of the- project is to rebuild, expand and 

improve the level of management training in the Caribbean and 

Central and South America. The: specific Project purpose is; to 

alssis:t INCAE. to meet immediate and short term operational needs; 

thereby enabling the ins-titution to continue its: oper&tion's, 

prepare for classes of MBA candidates and other advanced 

management and speci al programs-, :tnd implement plans neces­

sary to improve its financial and institutional viability. 

http:1500,0.00
http:Adminisitracl.6n
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E. Summary Rationale and Project Description
 

Due largely to the civil strife in the region, INCAE
 

su.ffered a precipitous dcl.ine in levels of enrollments,
 

revenues and faculty in 1978 and 1979. This in turn created
 

serious financial problems for the Institution leading ultimately 

to the need for short term concessionary assistance or alterna­

tively closure of the institution. Concurrent to the need for
 

grant tssistance- was the need for a comprehensive plan to 

return the institution to financial solvency and institutional 

viability. INCAE has recently developed a detailed five year 

tuxn around.management plan in which the years 1.980-1982 are 

the most critical. A.I..D.. assistance: will be provided to 

enable INCAE to implement this plan. 

The project consists of budgetary and institutional
 

support to INCAE spanning three academic years: 1979-1980,.
 

1980-1981 and 1981-1982. This support is essential in that
 

it will provide INCAE the required resources to implement the
 

five year turnaround management plan whose major objectives,
 

inter alia, include the following
 

- rebuilding the. MBA and advancement management 

programs to their normal levels; 

- expanding executive training programs to include 

participants from the Caribbean and Andean 

countries; 

-- implementing programs to improve efficiency 

in internal administration; 
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-- developing programs to increase the size an,. 

quality of INCAE faculty; and
 

-- strengthening the research and case writing­

aitivities of the School..
 

P.. S.ma . Findings
 

@a the basis: of previo.us A-.1-D.. grant assistance-/ 

an external audit of INCAE 2/ and. the intensive project review, 

ROCAP, has; de-termined that the. Project is financially, ins-titu­

tionally, and soc.ia-lly feasible. The- planned activities are. 

within the capabilities of the institution. The Project Com­

mittee has- rev.iewed and- fo.und adequ&te the- financial consider­

ations necessary for successful project implementation... Finailly,. 

the social ara&lyszis indLc&tes that the project activities are 

soc-iaIly sound and that the Project will have national and 

regional siupport as: required. 

l/ In Atigus.t 19.810, ROCAP provided $400,000 to INCAE to enable 
the! institution to remain open while the turnaround manage­

amendment 
ment plan was.des-igned. This project paper/is an extens:ion 

of that as-sistance.. The current project design is.an in-­

crease of grant support to INCAE based principally on the 

Lore-vious project design and the now identified critical need 

for grant assistance through.FY 1982.
 

2/ 	 As a covenant to the original grant assistance, in the Fall of 

19,810, Arthur Ande-rson & Co. undertook an independent audit of 
INCAE. Its findings are incorporated in the project design.. 

http:previo.us
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G.. 	 Summary Financial Plan 

The. total cost of the A.r.D. "project is $1.8 million.. 

Resource.s: will be:.allocated as follows': 

FIN&NCtAL PLAN 

(uS,$; 0 0 0.) 

PY 1980 $: 400 

PY 1.9.81 90.0 

FY 19-82 500 

t- aGject Total $ ,.8:00 

H. 	 Pro:j eat B'eneficiaries 

The- beneficiaries of the: project are the current and 

potential members of the MBA, advanced management, and. special
 

programs-- With.continued: growth of these.programs and the
 

anticipated expansion into the. Caribbean and Andean countries-,
 

it is expected that the Project will enable a greater number
 

of both. public and private sector institutions and. people to have 

access to quality management training and expertise. Secondary
 

benefits to be derived from the project include increased.
 

employment,, production., and. income as the managerial training and 

expertise provided is put to effective. use. 

I. 	Project ssues
 

1. 	Relationship with the GRN
 

Relationships between the government and the private
 

sector have improved measurably over the past several months.
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While there is still private sector 
apprehensiveness about the
 

longer-ter direction of the government, 
many private sector
 

people now believe that an enduring 
mixed economy is feasible.
 

They are encouraged by the.effective 
GRN-private sector
 

INCAE had encountered
 
dialogue which has been initiated. 


some problems with.the government over 
institutional autonomy
 

The new dialogue gives hope that these
 and course offerings. 


problems have been eliminated.
 

2.. INCAE Viability
 

The amended project provides essential 
two-year
 

support for a five-year turnaround 
management plan.. At the
 

end of project life, INCAE will have 
significantly advanced
 

the five year objective of financial 
and institutional
 

toward 


viability, but it will continue to 
have program and budgetary
 

This project is
 
needs which will require external 

support. 


not designed to provide the total 
support needed by INCAE
 

to reach self-sufficiency, but rather 
to move it in that
 

direction by strengthening it both 
financially and
 

Inherent in the project design is the
 institutionally.. 


need for continued resource mobilization 
efforts on the
 

part of INCAE during and after the 
project.
 



J. Project Development Committee 

A'rthur Warman, Capital Projects Development 
Officer,
 

USAID/N 

Rob Bterrett, Controller, ROCAP
 

H rry Strachan, Rector, INCAE
 

Ma-rk Lindenberg, Academic.Director, INCAE
 

K. ROCAP Project Review Committee 

H"nhry H. Bassford, Acting Director
 

Byre,. Acting Deputy DirectorJb-n. 

committee recommends this projectThe project review 

for approval.. 
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IZ. BACKGROUND AND DETAILED PROJECT DESCRIPTION
 

A. 	Blackg und 

L. 	Formation and Evolution of INCAE 

7he listituto Centroamericano de AdmInistraci6n 

de Bpress (ICs) s"a prkwately-supported graduate school 

of business, administration founded in 1964- by the Central 

American busainelss community, the. Agency for International 

Development, and' rvard University's: Graduate School of Business 

in response to the region's needs for skilled private and public 

sectar menag-rs,.. The instituticn strives to raiae the qualit.y 

of management education., to improve manage-rial competence, to 

support for regional integration,. andencourage private sector 

to conduct research on.management practices and problems in 

the Central American region. 

Laaited in.Nicaragua and initially patterned 

after R.axv.axd Business School, INCAE currently offers a two­

year Masters Degree Program,. a.six-week Advanced Management 

of three day seminars, and managementProgram, a variety 

consulting services: for industries and Governments in the
 

Central American. region and. in. neighboring South. American 

countries.. Although initially founded to serve the private
 

sector, INCAE"'s programs have increasingly focused. on generic 

manag'ment to serve the public sector as well.
 

INCAE is supported by tuition fees,. donations
 

from the private sector, and grants and loans from international
 

agencies. Among the countries served, all usually provide
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annual donations. However, not allcountries are current with
 

their annual donation due to continued political and-economic
 

problems in the region.
 

3bu the e&. .Ly 19.7"0 's INCAE's staff prepared a long 

term plan' for service expansion and financial self sufficiency. 

In order to meet the needs of Central American managers, INCAE 

proposed to increase the s.ize of its masters level class 

and expand its executive and special programs. As part of this
 

long term plan, A.I.D. in 197Z lent the Institute $3..9 million
 

to enlarge its physical facilities, establish a student loan 

fund, and to unde-rwrite the cost of developing new educational
 

programs. As a result, MBA first year enrollmen-t doubled
 

from 45 to 90 students per year, more executive management
 

seminars were.developed and management consultancy was
 

introduced as a new source of revenue. In 1976-77, the growth
 

strategy begah to show positive results, Enrollments and
 

offerings in all areas went up and the institution's operating
 

deficit was significantly reduced.. Zn fact, with a modest
 

operating budget of $18,000 by the end of the 1976-77
 

academic year, the institute reached financial equilibrium
 

one year ahead. of schedule.
 

2. The Revolution in Nicaragua
 

The revolution in Nicaragua erupted as the
 

institution was turning its attention to the establishment
 

of an endowment fund which would ensure Its financial
 

stability and continued development. Nicaragua was gripped
 



by & political and economic upheavel which would ultimately
 

bring an end to the Somora regime. INCAE management was
 

fmialLy forced to abandon its plans; for an endowment fund­

asmgD cam vaig!: in, ordezr to. concentrate on ensuring short-term 

su=ikv.L. Nttwithsta'nding the Institute's: e-fforts; to balance 

itsi budget, enrollments dropped., and. the 19-77-78 academic 

yeaur closed wdIth an operating deficit of US$17Z,000.. INCAE's 

f-inmacial status continued to deteriorate during the course 

of the wax. By the end of classes in the 1978.-79 academic 

year,. -le earc:llment in the firs.t year of the MBA program 

diraped- from 87 students to 64- students who woul-d return for 

the secend year, and many revenue-generating activities such as 

seminars Lad to be cancelled. Consequently, the 1978-79 year 

c osed with at deficit of US$302,000,. forcing the institution 

to increase its short-term debt. 

The anti-Somoza forces triumphed in July, 1979. 

In; Augst of that year,. the Trustees of INCAE met to decide 

the future direction and role of the Institute under the new 

Government of National Reconstruction (GRNo).. A decision was 

rea ched to maintain the school in Nicaragua with its tra­

&itieval programs and to offer -pecial mrnagemenc assistance 

te the new.- government in its efforts to reactivate the 

economy.. 
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With the conclusion of the war, INCAE was faced 

with. sharply declining enrallments-, losis o;f faculty, and an 

ope atine, budget once. a.aim in the, red.. As is: mrere fully. 

expladned in the fin-niail analys;is section of this, paper, 

post civil war Nicaragua found IN-CAB facing three. serious. and 

imterreolated financial problems: the operating budget crisis, 

the liquidity crisis aid the solvency crisis. 

3., The A.I.D. Response 

In December of 19,79.,. A&..D- contracted Arthur D.. 

Little, Ic. (AD.) to. cond-uct a study o~f INCAE' s financial and 

organivational problems anld to Formulate recommendations 'for 

possible A-..I..D.. assis-tance.. ADL. wa, able to identify INIC'A's 

major problem areas and critical needs. One basic problem was
 

that an entering MBA class, that wa's* less than half the. normal 

size combined with a reduced scope of activity in some of the
 

,other programs sharply curtailed. revenue.. Despite drastic 

reductions: in the size of the faculty from 38 to 2'5, substantial 

fixed costs,. as well as continued inflation, prevented reductions: 

in expenditures s-ufficient to balance the budget.. Moreover,. 

interest on short-term loans continued to drain savings in 

operating expenses. 

Thus,, INCA."'s. immediate need, according to the
 

ADL report, was short-term debt relief and operating budget
 

assistance applied within the context of the need for a longer
 

term development strategy. The first phase of such a strategy,
 

"stabilization", would require cost cutting and a reallocation
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of resources to revenue-generating activities such as seminars, 

fund raising, and increasing the MBA program enrollment for the 

19'80-81 academic year. ADL considered A..I.D.. grant support during 

the 197%-8M. academic year crucial to a successful design and im­

p:lementation of any long-term development strategy and, 

ult.imately, INCAE's survival. 

A....D. responded.with a $400,000 grant project
 

entitled INCLEJ Management Development. The purpose of the
 

project was to assist INCAE, in the short term to meet im­

mediate operational needs; thereby enabling the institution
 

to continue its operations,. prepare.for a fall 1980 MBA class,
 

after advanced management programs, and prepare plans and
 

analyses necessary to improve its financial and institutional
 

viability. The assistance was allocated as follows:. $80,000
 

to assist in the restoration of a portion of the over $200,000
 

which INCAE had drawn from the-student loan fund.and the remaining
 

$320,000 was used for expenditures incurred during the 1979-80
 

-zrademic year. Inherent in the design of the A.I.D. grant was the
 

full awareness that while this assistance would provide immediate
 

short term relief, substantial longer term concessiona-l aid
 

would be needed in the near future.
 

4... Request by INCAE for Additional A.I.D. Assistance
 

As a covenant to the original A.I.D. grant support
 

to INCAE, an independent audit was undertaken in the fall of
 

1980. The results of the audit combined with program reviews
 

provided the basis for INCAE to develop a tightly structured
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medium range plan to restore the institution to financial
 

The trn:--around management plan spans five years,
 

wth te.next two being. critical.. The. cost of the plan
 

incbaues; requested additional A-I..D. grant support to INCAS 

oif $1_..4 million.. This; follow on support to INCAE in conjunction 

wd-th moderately increased dcnations and contributions from 

other private and public sector supporters will enable INCAE 

to.reduce operating budgets and increase activity levels, 

redce past deficits, and permit normal debt servicing of long 

term loans.. The analyses- inc-luded within this Project Paper 

Amendme-nt support the proposed level of A..I.D. support. to INCA.. 
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B. 	Deta-iled Project Description
 

I.. Rationale for Project Design
 

Za the past, almost all projects financed by 

MSM"'s traditiom,al durs were specifically focused on one or 

mere activities. H'owever,. given the financial crises of the 

prasit 	year ancd the increasing scope and complexity of INCAE's: 

operations., it is essetial to strive for achievement of an 

inrtegrated overall medium-term development plan. The proposed 

project des.ign provides essential support to enable INCAE to 

cary out its five year turnaround management plan,. which will. 

pexwmit INCAE to continue to meet the managerial training and 

technic-l asisistance requirements of the region., the respective 

governments and the donor community. 

The proposed. turnaround management plan addresses 

INCAE's three basic financial problems: operating budget,. 

liquidity, and solvency- It is proposed that under this
 

rerised project, A.I.D- will provide the majority of required 

capital support while other donors (e..g.., CABEI and private 

and public sector institutions and individuals) will continue 

to. supply the necessary budget support to the areas in which 

there are current and identified needs. 

Z.. N ture of the Poject 

The Project is designed to assist in developing
 

INCAE as a solvent institution. Objectives for the realization
 

of the foregoing include:
 

a. 	reducing the short term, high cost
 

liabilities and overhang which will allow
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increased operational efficiencies;
 

b. 	providing essential working capital
 

c. 	a&sisting in the restoration of the
 

student loan fund; 

d. 	providing for critical capital equipment
 

repairs and purchases; and
 

e.- reducing the current negative net worth
 

of the institution.
 

3.. oal, Pzoject Purpose and EOPs
 

a. 	Statement of Goal
 

The goal of the.project is to rebuild.,
 

expandI and improve the level of management training in the Carib­

bean an Central and South.America.
 

Project activities to be carried out to
 

achieve the goal include, rebuilding the MBA and
 

adv-nced management programs to their normal levels, expanding
 

executive training programs to include participants from the
 

Caribbean and Andean countries, implementing programs to improve
 

efficiency in internal administration, rebuilding the special
 

programs, developing programs to increase the size and
 

quality of the INCAE faculty, and strengthening the research
 

and case writing activities in management.
 

b.. 	Assumptions for Achievement of Goal
 

1) The need for management training will
 

play a vital role in the vitalization of the productive sectors
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in the, Caribbean and Central and South America. 

2) INCAE will continue to operate as an
 

la'iependent institution serving the managerial needs of both
 

the private and public sectors.
 

3.) INCAE will continue to play a significant
 

role: in managerial training,and will contiue to receive the 

required donor and governmental support. 

c:. Statement of Purpose 

The specific project purpose is to assist 

INC to meet immediate and short-term operational needs; 

thereby enabling the.institution to continue its operations, 

prepare for classes of MBA candidates'and other advanced 

management and special programs, and implement plans necessary
 

to improve its financial and institutional viability.
 

d.. Conditions Expected at the End of the Project
 

(EOPs) Indicating Achievement of Project
 

Purpose
 

The key components of the project purpose
 

can be utilized to classify the principal achievements expected
 

upon completion of the project..
 

1) Operational Needs. The over-hang
 

will be reduced and.a higher degree of solvency and financial
 

stability will have been developed for INCAE.
 



2) MDA. Training. The. level of MBA 

full-time enrollment ofbeen restored and atraining will have 

the-ir normal levels and special programs 

-M 
have been achieved..candidates will 

3)' Avanced Management and Special Programs. 

ilk advanced memaqeaent pro.qrass. will, have been restored to 

in development banking, 

will have been strengthened.ad public msinageme.tagribusiness; 

4) Timplementation of Plan. By the end 

of the project INCAE's five-year turnaround management 
plan will
 

with the requisite
be in full implementation and. providing INCAE 

ensure- long-term viability of the institutio.n­feedback to 

4.. Fxqj~pqt Description 

In response to the turnaround management plan 
and
 

need for medium-term concessional assistance,
to the identified 

expanded to provide additional A..L.D.
this; project has been 

$400,000FY 19-82.. Based upon the initialassistance through 

the- financial and institutionalsupport to the project and 

azalyses. K..I.D. has completed, additional A.I.D. grant support 

$1.4 million will be, required during FY 81 
to- the project of 

This will bring the total A.-I.D. grant support to 
and FY 82. 

INCAE is again in a cash 
the project to $*l8 million. Because 

crisis with creditors not being paid and 
payrolls not being met,
 

$500,000 of the proposed $,900,000 for FY 81 will be required
 

immediately.
 

As is indicated in the financial plan, the 
increased
 

aid support is exclusive of the required 
loan servicing of
 

A.I.D.'s loan to INCAE.
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FINANCIAL PLAN
 

SUMMARY COST ESTIMATES
 

($000) 

GOMPONENT 	 FY-80 FY-81 FY-82 TOTAL
 

A... Restoration of' 
Student Loan 
Fund BO. 250 330 

B'. General Operational 
S'upport for the 
1979-80 Academic 
Year 	 3ZO --- --- 32.0 

C.. Equipment Repairs
 
and. Purchases 	 -- 50 100 150 

D. 	 Operat ional De-ficit 
and Working Capital --- 600 400 1,000 

TOTALS 	 400 900 500 1,800
 
x~~lorm 	 -w== 
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IlI.. PROJECT ANALYSIS 

A. Institution'al Analysis 

I. Czremt Organization of INCAE 

M is governed by an. eight-member Board of Directors 

c0nsis.ting of one representative from each of the. Central 

American countries,, the. President of the Board, and the Rector... 

The board receives advice from a 13 member advisory committee 

consisting of dis.tinguished scholars,. businessmen and public 

sector o:fficials. from Latin. America and. the United States.. 

The Rector of the institution is, selected- by the Board of 

D'rectors.amd manages. the internal and.external relations of 

the. institute.. 

At the operating level there are four divisions: 

the,comptroller's: division,, the administrative division, the 

academic divis;ion, and the division of external relations.. 

The comptralle-r's division handles all matters related to 

financial management. The administrative division manages 

all support services for the insititution.. The academic division 

is comprised of the masters program, special programs,. the 

research program and the library. Finally, the division of
 

external relaitions is responsible for fund raising, short
 

seminars,. executive programs,. and the summer advanced management
 

programs. The.external relations of the institute in each of
 

the Central American countries are managed by six national INCAE 

committees and operational activities are handled by six country 
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TABLE lil A.1 
FIAvSORY 

CO RYITTEE 
C t 

INCAE ORCANIZATION 

CHART 1980/81 

I - -- -i. -BOARDi. i4DIRECTORS OF COMITTE 
I 

I i [COUNTRY EXECUTIV 

RECTOR SECRETARIES , 

SI 
I 
I 

AdMINISTRATIVE ACADEIIC 
.AOPTROLLEt DIRECTION DIRECTION EXTERNAL It.1 

-RELAlIONS 

AFTRA BILDINGS tj ANCILLAR RESRA EXECUTIVE 

r GRONDHUSN " SEVIESDli ASTERS SPECIAL 
PORMPROGRAM4S PROR SNAGVENT 

VANE 
PROGR...... 
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executive secretaries. The rector meets with the national
 

committees periodical.ly and is responsible for the functioning
 

of the executive secretaries.
 

More than 150 people currently work at INCAE.
 

Q'f these,. 3.0 are academic faculty and staff, or members of
 

the divis-ion of external relations. In 19-80/81 there were 19
 

teaching faculty,. three research and consulting faculty, 8 

administrators, and two faculty on leave. 

TABLE III.A.2. 

FACULTY DISTRIBUTION BY TYPE AND COMMITMENT 

19,79 -80 

Research
 
and Con- On b/ 

TLac'hing-/ sulting a! Admin. Leave Total 

Resident 12 3 6 1 22 

Visiting ELI 8 - - - 8 

Full Time (A+B) 2.0 3 6 1 30 

Part Time 1 -- - 1 

TOTAL b2/ -1 3 6 1 31
 

1978-79 

Resident 15 6 6 - 27 

Visiting 2 -- 2 

Full Time (A+B) 17 6 6 - 29 

Part Time 1 - - - I 

TOTAL b/ 18' 6 6 - 30" 

a! Reflect type of appointment rather than actual allocation 
of time..
 

b/ Head count.
 
c/ Full time faculty serving less than full academic year.
 

http:periodical.ly
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As can be seen in Table III.A.3., entering student
 

enrollment in the MBA program has fluctuated over the years
 

from a high of 100 in 1977 and a low of 47 in 1979. The
 

advanced management programs and seminars have also corres­

pond-ingly been affected by the civil war of Nicaragua.
 

Declines in each program directly affected the level of
 

deficit under which the institution was forced to operate.
 

Since the conclusion of the war, all programs have been
 

regaining their normal levels.. Currently, the 1980 MBA
 

program contains 137 full-time students (of which 44 are
 

returning students) and the advanced management and other
 

special seminars are returning to their normal levels.
 

2. 	The Crisis and Turnaround Management Plan
 

Erom late 1977 through mid-1980, INCAE suffered
 

major financial losses. This was due to two interrelated
 

causes: the Nicaragua civil war and the inability or
 

unwillingness of the then existing management to closely
 

examine and plan for future growth. Combined, these
 

forced INCAE to substantially reduce its program offerings
 

and operate with an ever increasing deficit.
 

During the last half of 1980 an ad hoc group
 

of directors, faculty and advisors analyzed INCAE's situation
 

and developed a five-year turnaround management plan to
 

revitalize the institution. This group reviewed INCAE's
 

basic strategy in light of the growing financial crises and
 

the changing political conditions in Central America. It
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workedalo-jely with the faculty to develop a realistic program 

of activities and budgets for 19,8.0-1985, and discussed these 

plans w01th faculty and staff, creditors and the don.or community. 

The keqj programmatic elements of the new. strategy included: 

.	 Development of a series of new special 

pre rams to respond to the changing needs 

of the region.. 

b). 	 Dv.eri±ca-tion of INCAE activites into 

Scuath America: and the Caribbean to compensate 

fer progfram, shortfalls, due to political 

tevsians in Central America. 

c:. Aq..gessive e-xpansion of executive programs.. 

dl. Reduction of operating expenses through 

cost cutting and increased prbductivity by
 

INCAB staff and faculty.. 

e- Creation of a US] based endowment fund from 

which the interest would help service long 

.term debt and provide for contingencies.. 

f.. New efforts at fund raising in Central America 

itself.. 

3.. Key Assumptions to Achieving the Turn Around 

The strategy of the plan assumes, that there are 

markets, for diversification in South America and the Carib­

.bean which INCAS can effectively serve.. It is estimated that 

with diversifiation INCAE will be able to survive even if 

violence or revolution shuts down one or two of the Central
 

.1/ See Table III.B.4 for corresponding financial elements to the 
plan. 



2z 

American markets in.any given year. Initial work in Colombia, 

Samadr and the Dommnican. Republic stuggest there: is great 

Waemitiaa for INCB: otside of Central America.. This is sup­

pentad w, app ±etons: this rear from the res-t of Latin. America 

are b,3' aurd 15%of the fu~Ll entering MBA clas;s. in 19800 came 

from, outside Central. America. 

2he strategy also as;sumes. that donoars in Central 

America and the U.S.. wall coatribute at targeted levels,. 

eiven, i the md dist of turbulence. and with depressed economic 

cend-i.tions. This will not be easy,, but the response of the 

leaJ c have beenamIttees- to, the new; Reator and this plan 

eacouagimg.. Pamr aevmple,. in Guatemala in October of 19.8'0,. 

$51,.100 in pledges were received toward a projected goal of 

$81,a0:0.,. wl ich warid be nearly double- the. highest historic 

dionation level far that country.. 

The, resumption of violence in Nicarag-ua. or a. 

marked: deterioration in relations between Nicaragua and other Cen­

tral American countries and Lfte U.S..poses, a crisis to suc:­

cessfal achievement of the plan.- However, since 1978, relations with 

the. Nicaraguan government have, improved and are now cordial.. 

Moreover,, INCAE."s admiLmis-tration and faculty believes itself 

to.be in a good pesition relative to the Nicaraguan government.. 

This. is based upon:­

a. The unhindered design and control of its
 

curiculum.. 
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b.. 	The ability to recruit faculty without
 

govemment supervision.
 

r. 	The ability to: gain free.entry and exit
 

fev facuIty.and students and.their
 

pessessions.
 

d.. The akbility to receive educational 

materials, from outside of the. country 

w'thoumt hinderance.. 

It one. can predict with certainty the course 

ojf relations;, hut it Is balieved that if INCAE plays its. role 

aqrgessiv.eiy- and success-fully the, odd's. of a dete-riorated 

situation are reduced. Also, to the extent INCAE can show 

vi.gor and. improve its: financial situation, it is much better 

pos-itioned to. develop an alternative! strategy if forced to­

respond to new political uncertainties in Nicaragua or the 

region as a whole... 
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B.. Financial Analysis 

I.. The Financial Crisis
 

Lairgely as a.result of conflict in the Region, 

im,pexticular the Nicazragua civil war, INCAE suffered losses: 

of.ffacty and s-tudents, dec.lining revenue-s,. and ma.jor 

financial losses. The then man'agement, team at INCAE failed 

to: fully recog.nize, the rapidly de.teriorating financial health 

oE the rnstitution and appropriate measures to cut costs 

parallel with sharply declining revenues were not taken. 

Three-interrelated financial problems resulted:: the operating 

budget crisis,, the liquidity crisis, and the solvency crisis. 

(.a)- The, Operating Budget Crisis 

During: the war in Nicaragua, MBA enrollments 

low of 47 in 1979. In addition,fell from 100 in 1977 to a 

INCA'E did not generate the volume of revenue activity 

some of INCAE'santicipated, in part because of disruptions in 


princ-ipal markets and in part because of the impact of events
 

irn Nicaragua on the personal lives and productivity of some
 

faculty members-.. The total combined operating losses 

the: 1978-79 and 1979-80 academic years was approximately
during 

$71,834,000, the origin of which may be traced to the following
 

are-as: 

- Bxecutive Programs, caused principally by the cancel­

lation of seminars- in politically troubled El Salvador and 



Guatemla, plusl low &ttendance in the: Advanced Management. 

eSUmI,. due. in part to late- and ineffective promotion;: 

-­_ wi. P~e'~gras, de to the failure to secure. con­

t~iin rats for these programs and to initiate large-scale 

21mli" sector train'ing programs in mid-1980 as planned; 

- md-Raising, due: to the weakened position of the. 

private sector in: several of the countries, and the un­

w~llingn-ess. of some of the more, conservative constituents 

to snpQert auI stttion. in Nicaragua; and 

- mosultIng,,. res.Itig from an. institutional decision 

to. abamden. large ceosulting projects because of their 

relatively low margins and high risks. 

Me moattag- op.eratitng crisis was not acknowledged nor 

acted upon in pa-t because: essential information was lacking. 

The Comptroller hired in December 1979 (to replace the 

previous incumbent who left in June 1979) left in early 1980, 

leeving much of the responsibility with the already over­

burdened Administrativ.e Director. The situation was not 

resolved until a new Comptroller was named by the Rector in 

,l2me 19-0'.. The full extent of the budget crisis 

began to reveal itself a& the new Comptroller put together
 

an Snc me and expense statement for the September 79- July 80
 

period. Yet, by this point the operating deficits had given
 

rise to a second crisis, the liquidity crisis.
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('bC) The Liguidcity Crisis 

. r odfe-r to. keep its. doors- open during the. 

Vepitica! =nrest while- enroallments and prog-ram offerings 

d'eter±orated,. INCE"was forced to rely on s-hort-term loans, 

at hig rmtes, of interest, to draw" down its, restricted funds., 

to de-fer its payments to creditors, and to draw on advances 

on future- prog-ram income.. With all sources of 

long. and short-term borrowing exhausted, the. Institute 

financed its cash. flow; between. January- and September of 198:0. 

b~y drawing nearly $A00 0.0 from its own restricted: funds 

(,Z13',0'00 from the. student loan fund and. $181.,.000 from 

capital funds) and by lagging its accounts payables in an 

effort to%use next academic: year's income, (1980-81) to 

firance current costs.. Furthermore, its inability to make 

even, token interest payments on its short and long term 

loans- nmade it impossible to negotiate restructuring of loan 

packages with creditors. By the end of the 1979-80 academic 

year,. short term liabilities exceeded short term assets 

(c) 	 The. Solvency Crisis 

In, the e-a-rly 19701s to finance the building of 

facilities at INCAE to permit expansion and to underwrite the
 

costs of some of its new programs, INCAE received.$4,715,800
 

in-long term loans from USAID and CABEI. INCAE's mounting
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operating budget and liquidity crises made it impossible
 

to service this long-term debt in 1979 and 1980, creating 

a so-lvency cris:is., 

ft; indeperident audit of INCAE which was 

dene by Arthur Anderson and Co. shows that. as of Aug ust 31, 

19810, the institution had a negative net worth, exclusive 

of restricted funds and land revalua.tion, of nearly two 

million dollars.. 

Z. The Turnaround Plan 

The immediate financia-l crisis, came to a peak for 

tNCAE in late sumner 19.8,0, at which point the institution 

was. essentially bankrupt and totally lacked the liquid assets 

needed to continue functioning. By late July it became clear
 

that if major financial assis~tance did not reach INCAE by mid 

September, 1980, it would likely have to close its doors.. 

Once the magnitude of the problem was fully re­

cognized by INCAE, the turnaround management plan,. detailed 

in. the institutional analys-is section of this paper, was 

initiated*. Originally, it. contained two essential elements:: 

(a) AID would provide dollars 400,.00:0 in the form of an 

emergency cash grant to allow INCAE a margin of operating 

laititude and a few months time during which (b) the INCAE 

management team would refine and implement a tightly structure
 

medium range turnaround plan to restore INCAE to financial
 

viability.
 



The plan. was initially succes.sful.. INCAE. was; 

abtle to remain operating, offer new seminars, admit a new. MBA 

ebass,. and refine the turnzround management plan.. As. revised, 

ohm La spansi five years,,. with, the r.ext two being critic-,l. 

3t a-J's for mjor ch-amges in INCAE s strategy and operatioms, 

ineluding substantial increases, in program performance while­

hoidkng; real acests, onastant. Operational plans and budget 

pz jeation.s hav.e been modified and are being put into effect.. 

Qweurrently,. fund raising efforts, both in the U.S.. and 

Cetmral America,. are, being considerably intensified. Debts; 

are to: be restructued with high-cost, short-trm credits: 

nildgated as- rapIdly as. possible., and the. longer term CABET 

loan ist to be renegotiated and extended. (The independent
 

ewternal audit has; now been completed and. the tentative 

agreemet which has been reached between CAREI and INCAE to
 

renegotiate the. loan can begin to focus on specific new terms 

ancl conditions).. Perhaps; the single most. vital element in the 

piain: is. a neun management team, which includes a new. Rector 

and'. Academic Director. 

Mhe cost of the plan includes additional A.r..D.. 

grant support of $1.4 million, a potential new loan from CABEI 

of'up to $:1.5. million, and increased donations and contributions. 

from other public and private sector supporters. 
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3,.. Viability of the Plan 

Burring: renewed. and intensified olitical strife. in 

t e ragion,. the plan, appearsi readly achievable.. 

As; the, data in table- IIIB.5 indicatess, INCAE is; 

puojected to be albie to. res:tore, operational income equilibrium 

by the end of the 19,82-83 school year, with profi*tability 

gradually increasing in. subsequent years. Concurrently, the 

net cash flow wall remain approximately constant after ligqi­

dation of high-cost overhand in. 19,8.1 and 198'2... 

The A D assisited p~lan: will not eliminate INCAE "s 

ne.ative net worth,. although it will reduce it to approximate'ly 

one million in five years.. Thus, although the balance sheet
 

by traditional stanydards will remain weak., the rnstitution 

will become liquid and financially viable by the third year.. 

The projected figures are conservative and should he 

well w,:Lthin INCA.'s reasonable ability to achieve. Contin­

gencies have,been developed,for each major element of revenue 

and expense and are incorporated in the projected s;tatements'.. 

The cumulative effect of these., net of calculated exchange 

rate gains.,, is to reduce proj.ected operational revenue by 

$310,000 in 198'/8l and $415,000 in 1981/82. Similar 

contingency reserves have been factored into subsequent years
 

over the life of the plan. Gains and losses from currency
 

exchange and possible blocked currencies have also been con­

sidered in anticipation of increasing fluctuations and lack
 

of convertibility of the region's currencies.
 



TABLE TIIBj
 

INCA
 

INCOME AND FXPENSE
 

PROJECTIONS
 

(THOUSAND $US)
 

1979/80 80/81 QI/0? a?/81. , 83/8
 

TOTAL INCOME 20415.7 2,920.8 3,768.7 4,376.5 4914.1 5,530.5
 

TOTAL EXPENSES 3,156.6 33j69.6 3,978.8 4,376.5 4,814.1 51405.5
 

TOTAL SURPLUS (DEFICIT) ( 740.9) (440.8) (210.1) ( 0 ) 100 125 

AID-FUNDS 400 900 500 -

REVISED SURPLUS (DEFICIT) ( 340.9) + 459.2 + 289.1 0 100 1?5 

I/ 	With fund raisipg but without AID grant of 1979 or Proposed AID aO/Bl.and llltI2. let of endownent income/Capital
 
budget/Student Loans.
 

2l 	 Assumes 101 Inflation Increase In Income and expenses + $50,000 In Increased contribution from executive pro­
grams, 1100,3000 In fund raising and $60,000 In special programs.
 

3/ 	Assumes 101 Inflation Increase + $100.000 additional contribution evenly divided among executive programs, spe­cial programs and fund raising.
 

4/ 	Assumes 101 inflation Increase + $125 additional contribution eyenly divided among executlye programs. special
 
programs, and fund raising.
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TABLE III.B.2
 

ASSETS
 

Cash 
Receivables + Ipyontory 

S.T. Current Assets 


L.T. Student +4oan-

Land + Buldings
TOTAL ASSES 

LIABILITIES + FUNDS
 
Payables (Non B4nk) 

Advanced Prog. Recelpto 


Com. Bank Obligations 


S.T. Labilities 


USAID + CABEI DEBT 


TOTAL LIABILITIES 


RESTRICTED FUNDS 


REVALUATION LAND 


GENERAL FUND 


TOTAL ALL FUNDS 


TOTAL LIABILITIES AND FUNDS 


1979 - 85 

BALANCE SHEETS
 

80/81
79/80 


211.0
207.2 

366.2
766.2 


1,456.2
1,105.2 

3,10'9.0 3,022.6


f,7. C0 , o 

486.4 101.6 

179.9 179.9 


240.6 


_--7,5G- --r22r 


4,715.8 4,659.8 


5,772.7 5,181.9 


300.6 


551.4
551.4 


025.5 


(1,962.0) (1,502.8) 


825.5 


(505.1) (125.9) 


5.117.- 5,056.0 


91/82 


20.3 

366.2


-571.55
 

10756.2 

2,906.2
.it 

51.6 

79.9 

90.6 


=2271 


4,927.8 


5,149.9 


551.4 


825.5 


(1,212.9) 


164.0 


5,313.q 


82/83 


177.7 

366.2 


2,0562 

2,959.8

57 

51.6 

7'i.9 

90.6 


---.T 


5,123.8 


5,345.9 


601.4 


025.5 


(1,212.9) 


214.0 


5.559.9 


(THuUSA$DS Us$) 

83/94 


196.1 

36J.2 


2,356.2 

2,944.4 


51.6 

79.9 

50.6 


=-- r 


5,316.8 


5,498.9 


651.4 


825.5 


(1,112.9) 


364.0 


5,862.9 


84/85
 

181.1
 
3664
 

2656.2
 
2 941.1
 

50.0
 

.6
 
-'-­

5,504.8
 

5,555.4
 

751.4
 

825.5
 

(987.9)
 

589.0
 

6,144.4
 



TABLE III.B.3
INCAE 

1979 - 85 

(THOUSAND US$) 

OPERATING CAS" FLOV '7/880 00/28838O/ 811281/04 84185
 

Operational Incogq + Logo) Gifts 
 ?.g8.8 3,768.7 4.37?,§ 4,g94,| 5,3.5
Operational E49ne 
 4
 
Operational Surplus (Deficit) 
 •( "( )5
 
Depreciation 
 136.4 136.4 136.4 136.4 136,4
 

Other
 
Operating Cash FloW
Suplus (Deficit) 
 (304.4) (74.7) 136.4 P11,4 261.4
 

SHORT TERM NON OPERATING CASH FLOW
 
Fund Raising Student Loans 
 100 300 300 300 300 L
Other Fund Raising 
 0
USAID - 50 51 0
900 600 ­ -0 

OBLIGATIONS 
- Ptyable. 100 
 50
51.6
- Comercial Debt 150 150 
 40
 

- Advances 156 100
Repayment USAID/CABEI Debt 79.9
 
32 104 197 112
Student Loans 
 250 300" 300 300
Capital Expenditures 300
50 100 -id i21


Short Term non operating 
133
 

Cash Flow 
 294.0 68,0 (164.0) (218) (216.5)

Net Cash 
 (10.4) (5,7) (27,6) 18,4 (15.1)
Cash Balance End 
 221.4 1l.0 
 205.3 177.7 196,1 181.0
 

!/ INCAC Local Fund Rolsing
 

Z/ Current Dollar where applicabl?

at 101 rate of Increase for each year after 81/82
 

3/ Includes CABEI loan • 
 .5 million U.S. dollars for Student Loans 
(Nqw Being Processed)
 

4/ CABEI Interest anu .ummerclal bank Interest Deferred via Nlegotiations
 



INCAE 
OPERATING BUDGET 

1980/81 Budget 1 / 
(Thousand 1980 US$)Revenue Expenses 3/ Net 

191/82 Budget(Cur/8 9U SRevenue Expenses / 
111t 

Executive Programs 
Fund Raising 
Assolates+Alwnni 
S4bsldy 
Other 

Sub Total 

1.282.1 
365.0 
65.0 

175.0 
112.1 

1.999.2 

891.8 
164.5 
53.9 

0 
. 96.7 

1.206.9 

390.3 
200.5 
11.1 

17*.0 
15.4 

792.3 

1.698.45/ 1.2O7-9' 
401.5 180.9 
71.5 59.4 

192.5 0 
123.3 196,3 

2.48?.2 1.554.5 

490.5 
220.5 
12.1 

192.5 
16.9 

932.5 
Special Progra;ns 
Rent 
Cefeteria 

Educational Services 
Other 

Sub Total 

658.8 
243.0 
251.4 

191.6 
5.0 

1.349.8 

613.9 
251.4 
264.5 

160.0 
1.5 

1.291.3 

44.9 
(8.4) 

(13.1i 

31.6 
3.5 

58.5 

700.36/ 
273.4 
276.5 

216.2 
0 

1.466.6 

401,5§/ 
275.7 
308.9 

177.6 
0 

1.163.9 

298.8 
(2.3) 

(32.4) 

38.6 
0 

302.5 
Masters Program 
Library 
Rector and Academic Adm. 

Internal AMd 
Buildings+GroundsOther 

Sub Totil 

Total without Contingency 

345.7 
0 
0 

0 
0

15.0 

360.7 

3.709.7 

546.6 
66.0 

148.3 

290.3 
245.1 
46.2 

1.342.5 

3.840.7 

(200.9) 
(66.0) 

(i48.3) 

(290.3) 
(245.1)
(31.2) 

=1981,)8} 

(131.0) 

490.27/ 
0 
0 

0 
0 
0 

490.2 

4.444 

661.4 7/ 
(72.6) 

(162.8) 

(319. ) 
(269.6i
(34.7) 

1.520 2 

4.239 

(171.1) 
(72.6) 

(162.8) 

(319. ) 
(269.6) 
(34.7) 

11.030.) 

205. 
Contingency (780.9?/ (471.11/ (675.39/ (260.2?/ (415.1) 

Total with Contingency 

Subtracted 
2.928.8 3.369.6 (440.0)4/ 3.768.7 3.978.8 (210.1) 

1/ Represents board approved 1980/81 budget Sept. 1980 (called secolid budget at INCAE minus
contingency fiund)
2/ Contiungency reflects income and expense adjustments and foreign exchange gairs and lossesfor cordoba tratisactions (see Appendix 1) 
.. -s-a
J/ Interest expenses are spread through programs.4/ With depreciation the deficit i.s reduced to 286.8-152.0 134.8 
5/ Second, third and 
fourth quarters of 1980/81 annualized6/ 941 of second , third al fotirl.h quarters annualized7/ Full cldsses both firs*t necond y(., r8/ Contingency assumes excianqe ra e uians i-9/ Assumes 101 

losses balance due to floating riteqrate of US dollar infitiod and 15t cojnq'gcncy for income and 61 for expenses10/ Includes other in 19111/82 



TABLE III.B.5
 
INCAE
 

ESTIMATES OF 1980/81 OPERATIniG
 
BUDGET CONTINGENCIES 1/
 

Total IncoIp CAE 
INCOME 

-.7099 oa Expese 
xBENSES 

3,840.7 
Approved operating !Ugeq 
1980/81 

INCAE approved operating 
bwdget 1980/81* 

A4justment to reflect 
Contingencies 

Adjustment to reflect 
Continyencies 

(1) % Reduction Reveue§ 2 
(25%) Ex Programs 320.5 
(25%) Fund'raising 151.3 
(15%) Special Programs 98.8 

(1) Reductiop Revenups 
(0%) Ex Programs
(0%) Fund raising 
(5%) Special Programs 

(5%) Services 
(10%) Masters 

40,9 
34.6 

(0%) Services 
(0%) Masters 

0 
0 

Sub Total 646.1 Sub Total 1 1 

(2) Exchange (gains)2/ 1.8 (2) Exo1 nge Rate 369.2 
Gains 2/ 

Total Contipgency 780.9 (780.9) Total Contingency 471,1 (471,1) 

Total Incoie 
Minus Total Contingency 2.928.8 

Total Expenses
Minus Total Contirgency 3.369.6 

1/ 	Prepared after quartely programs review to reflect conservative assumptions about program
 
performance
 

2/ 	See appendix 2
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TABLE III.B..6 

1979/80 and 198-0/81.
 
"ANY SIS OF GAINS* &,LOSSES OF 
 CORDOBA EXPENSES &. INCOME­

('Thusand USs:)
 

19i/8:O
 

76taI Ebkpenses 31 .ZS6.. &00
 
Cbrdoba- Ecch..a-t 10:. / 97-6..000 
 30.. % Total Exp.
•Cordoba Exch. at 15j 650 . 00 20.. %
 
Gain on Exch.. 
 326 ..00 0. 10..3% 

TOTAL INCOME 
 2.815.704
Cordoba,Exch,.at 1o0 l U.S . 3,74.200 13.2% Total Income 
Cordoba: Exch.a-t. 2149.000 8.. % .. ncome 
Loss on Ech. 
 1251.200." 3.6 

NBT GA-IN 
 200.800 6.. % Tbtal xp..
 

19.80/81:. Exchang.e Gains Treated as same- proportions of 
Income and Expenses as of 1979/80 2/ 

1/ Offical exchange rate 10/1, 15/1 floating rate
 

2/ Floating rate changed from 15/1 to 20/1
 

http:Exch,.at


TABLE III.3.7
 
(US$ 000)
 

GRAPHIC DISPLAY OF TilE TURNAROUND MANAGEMENT PLAN
 

108!1981/82 	 1982/03 1903/Q4 1904/05
 

OPERATING BUDGET 	 Reduction of deficit 
 Reduction from (400) Between cash +100 after +125 after

from ($900) to a range to a range between balanced 0 deprec.4tion. depreciation

between ($400) and 0 (200) ai.] + 100 and 0 after
 
on a cash balanced depreciation.
 
basis
 

REDUCTION OF PAYABLES 1/3 of the million 1/3 of the million Final 1/3 of
 
AND COMVMERCIAL DEBT dollar overhang dollar overhang
 

reduced reduced No change No change reduced
 

LONG TERM DEBT Begin anew Regular debt Regular debt Regular debt Regular debt
SERVICING servicing servicing seryicing servicing
 

STUDENT LOANS 	 INCAE replaces $290 Receives $300 $300 $300 $300
 
in student loan fund CABEI 
 CABEI CABEI CABEI
 
$100 fund raising Student loan fund becomes fully solvent.
 

CAPITAL FUNDS AND Small equipment replace-

EQUIPMENT ments in all years.
 

%J 



TABLE IV.A.1 

($0.0.0) 

Irr SwC.ntrLE: FOR AID GRANT FUNDS 

YEAR AMOUNTr DATE' JUSTIFICATION 

Py &0 400 September 3, 198'0 To replenish the Student 
Loan Fund and provide im­
mediate budgeting support. 

FY 811 500 Februairy 1, 19-81 To cope with immediate 
casih flow problems. 

40,0 JZR. 1, 19'8l To offset the usual casf 
flow shortage which norm­
ally takes place at the 
en'd of May; provide lNCAR 
with the liquidity to 
finance front-end costs 
for extensive summer 
p.rograms; and to offset 
anticipated operational 
losses.. 

FY7 82 200 December I.,LS Tb address cash flow 
shortfalls in the begin­
n'ing of the new academic 
year. 

Lo january 1, 1982 To compensate for pro­
jected operational losses 
and retain liquidity. 

100. April. , 1982 

LOG June.1, 19.82 
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C. Social Analysis
 

1. INCAE's Contribution in Central America
 

Several evaluations of INCAE have been performed
 

at the request of A.I..D. These include the Coleman Report of
 

19.76 and the Arthur D_ Little-Report of 1979. Each have com­

mented on the impact of INCAE on the Central American region.
 

Overall, given its short life span as an educational insti­

tution, these reports detail that INCAE has become the best
 

graduate school of business administration in Central America and
 

probably in Latin America.
 

In addition,. the impact on economic development 

and stability of the more than 2,000 MBA's and graduates of 

executive programs (most of whom are in Central America), 

cannot be underestimated. These people, imbued with the spirit 

of rational decision-making and equipped with the tools to apply 

it, are now working in the top and middle echelons of the public 

and private sectors of the six Central American countries. 

The political orientation of particular govern­

ments does not seem to affect the demand for INCAE graduates.
 

This is well exemplified by the fact that while there were
 

several INCAE alumni at ministerial and vice ministerial level
 

in the Somoza administration, there are now others at similar
 

levels in the new Nicaraguan government. Similarly, there are
 

several INCAE graduates in high government positions in the
 

new Salvadorean government.
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2. The Role of Women
 

Although in its early years INCAE's attention to
 

the role of women in development was limited, some of its
 

new.programs and its masters enrollment reflect the institution's
 

increased concern for the inclusion of women in management
 

training.. For example, enrollment of women in the masters
 

progxam during INCAE's first 13 masters classes was generally 

Tess: than one percent of the entering class. Yet, as a result 

of a new effort by the masters program recruiter 14 of the 

93 enterants in the 1980/81 academic year,or 16%,of the MBA 

XIV entering class were women. In addition, the institute 

offered in January 1981 a special seminar on women in develop­

ment.. INCAE.researchers have also helped perform a special study on 

agricultural sector employment in Nicaragua in which the 

role of women is being carefully analyzed. 
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IV,. IMtILEM NTAT ION ARRANGEMENTS 

k. Adin-istrative Considerations 

he preject grantee and implementing organization will 

be he&,mstitato C'en.traamericano de, Administraci6n de Empresas 

(IC). The Rector,or his designate, will be-responsible for 

ex­oeaJl direction, coordination and liaison with ROCAP, 

ter al donors, and. regional governments as necessary to im­

plement project activities. The Rector will rely principally 

upe. hts AcademIc Director and faculty to carry out all program 

ftelpment and expansion. 

S. 	 Dbisursemen ts 

Oiigations for financing activities under the project 

w.I be with both Development Assistance (DA) and Economic 

Suport Eund (ESP) monies. The first obligation of $400,000 

in-FY 80 was taken from DA monies- and the additional assistance
 

af $H,0O',.000 for PY 81l will be, taken from ESF monies. The 

tf ird and final obligation to the project will be made in FY 82 

using' either DA. or ESE resources. Table IV..A.1 details dis­

bursement under the project.
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C.. Procurement 

INCAE procurement procedures will be utilized to the
 

extent that they do not conflict with A..I.D. statutory restric­

t:ions. All goods and/or services financed under the project 

wdL1I have! their source and origin in the Central American Common 

Mimrket or the United S*tates. 

D. Implementation Plan 

The project is planned for implementation over a fiscal. 

three-year period. Work will begin in August 1980 and be 

concluded in September 198'2.. The anticipated scheduling of 

major events in implementation of project activities is as 

follows : 

Project Approved August 1980 

Grant Agreement Signed August 1980
 

Firs;t Disbursement ($4.00,000) September 1980 

Balanced Operating Budget September 19.80
 

Independent Audit September 1980 

Tl.rn-around Management Plan December 1980 

Amenda.tory Agreement Authorized January 1981 

Amendatory Agreement Signed February 1981 

Second Disbursement ($500,000) February 1981 

Restoration of Student Loan 

Fund M'arch 19.81
 

Third Disbursement ($4.00,000) June 1981
 

AID Progress Review November 1981
 

Fourth Disbursement ($200,000) December 1981
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Fifth Disbursement ($100,000) 

Sixth Disbursement ($100,000) 

Final Disbursement ($100,000) 

AL..Z.D.. Evaluation 

January 1982 

April 1982 

June 1982 

July 1982 

Z;.. v aluation Plan 

An evaluation of the project is planned for the
 

Summer of 19,82. The evaluation will include analyses of
 

(a) achievement of project goal, purpose and EOPs, (b) the
 

financial solvency of INCAE, (c) the status of implementation
 

of the turnaround management plan, and (d) the projected growth
 

is to be financedp-atters, of the ins-titution. The evaluation 

by non-proj-ect funds and undertaken by an independent organi­

zation.
 

F.. Conditions and Covenants
 

1. 	Covenants
 

Under the amended project, INCAE will continue
 

to be subject to the covenants agreed to under the original
 

project agreement. 

Z. 	Conditions Precedent to Disbursement in FY 1982
 

As a Condition Precedent to Disbursement of FY
 

1982 funds, an assessment of the Project will be made to
 

ascertain the progress in.implementing the turnaround management
 

plan and the need for continued grant support.
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Sf1TUTORY CIIECKL IST 

OCM . REFER;NCES::. IS*COWM.lTRY' CHECKL'ST UP TO DAEE? YES 
STANDARD. ITEMMAB CHECKLIST BEEN REVIEWED FOR THIS PRODUCT? M!S 

A GNB A. CR.TER[A. FOR PROJECT 

i;.. Y: 79'llp. Aet Unnumbered; FAA Sec. 653 (b);
007.A (a) Describe how Commitees or

1WFTopriations of Senate and House have been or 

Project was included in the 
ESF Supplemental package. 

w4'1I be' notified concerning the project;
(b) is assistance w-ithin (Operat.ion&l Year
Bbdgec) country or international organization-
atll'oa.tion reported to Congress (or not more.
than, $1 mi-1 ion' over that figure)? 

for Nicaragua.. FY L98- and 
1.981 assistance is within
OYB.. An advice of Program 

Change will be needed forFY 1-9-82. 
2.. F. Sec.. 6llj('a,)(T ) . Prio.r to oblig-attion
in,ewss. of I-0o,000; wi1TI there: be. (a) engi­

neari:ng,. f'inancial, and other plans necessary
to) carry out the' assistance and (b-) a., reasonably
fTrv, estima-te of the cost to. the U.S. of the! 
adi stainc-" Yes 

X.'.FaA Sec. 6.11(a)(2). Iffurther legislative
action ts required within recipient country, 
wet Is.basis for reasonable,expectation that 
such- action w.il'l be completed in time to permit
w'derly accomplishiment of purpose of the. Not AppliaDle 
assistace? 

4. FAN. S-e. 611(b); FY 79 App. Act Sec. 101. 
If rwiter or wter-re-lateo land resource 
construction, has project mat. the standards, 
an. criteria, as per the Principles and Standards 
fbr.PlKnning' Water and Related. Land Resources
dated Orctober 25,. 1973? Not Applicable 

L. FMA'Se.. 6,1 (e). 1'f project is capital'
as&isance (e.g...construction),. and all 
US. ass-istance for it"will exceed $1 l iTion,
has; Mission Director certified and Regional
Assistant Administrator taken- into consideration 
the country's capability effectively to maintain
and: utilize the project? Not Applicable 

S. F.M e.. 209. Ls project susceptibl'e of 
exectt+on s part of regional or multilateral
project?, Lf so why is project not so executed?' 

i6trwation and conclusion whether assistance 
w1lT encourage regional development programs. No 
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A.
 

T.. PFASee. 6.01(al. rnfomation and conclusions Project will directly foster 
whether projec.t will encourage efforts of the international trade and the 
ounoty. to,: (a) increase the flow of international private sector through 

trodei. (b) foster private initiaitive and competi- increased managerial training.. 
ttisa,. (,e) eneurage develGpment and use. of 
ame?*wst*i;e,, credit unfoers,,. and. savings and, lo-an 

.eibieoe.~; (d-) discourMge. monopol isti.c practices,;
 
() i~upmee techn'i cal effi ciency of .fndustry, agri­
cultwee, aed: commerce,;. and (f) strengthen' free'
 
1'aber uni-ns-.
 

8. FAA' ea. 60.1 (bn. n-formtion and. conclusion' This project will use U. S., 
o. W prject wil 1 encourage U.S. priva-te, trade commodities as appropriate
 
and! investmettt abroad and: encourage private U.o..
 
PwrtftPcatien in forel'gn a.sistance. aregrams.
 
(including use- of private trade channels. and. the,
 
services, of U,.S. priva te enterprise).
 

9;.FMSec. 617(b); Sec. 63.6,h). Describe steps 
that, to' the: maximum extent possi- Not Applicabletaken r. azsure 


ble,, the country is conttrbuting- local currencies
 
to,meet the co .stof contratual and other serv-ices,,.
 
and fibreig.n. currencies- owned by the. U.S.. are
 
ut1flfed. to meet. the cost of contractual ard.
 
at"rer services,.
 

TO.. FAM Se. 612(d.). Does the, U.S. own' excess, No
 
fore4'gff currency or the: counrtry and., if so.,. what
 
arangements have been made. for its rel ease?.
 

11. FAA Sec.601(e). W.ill the project utilize Yes
 
compeffii'e , selectiorr procedures for the awarding
 
of contracts.. except where, appl icab.] e procurement
 
ru l'es. al l'ow ctherwise?
 

1Z.. FY 79.App. Act Sec. 608. If assistance- is
 
for t~e- production of any comm1dity for export,
 

to be in surplus on world. Not Applicable.
is the commodity likely 
markets at the time the resulting productive
 
capaclty becomes: operative, and is such assistance 
"ikely.to' cause. substantial injury to- U.S.
 
producers of the same,. iimilar, or competing.
 
commedi ty?'
 

BI..FUNILNG'CRITERTA FOR PRJECr 

1.. Development Assistance, Proiect Criterfa. Project promotes economic 

a,.FA Sec. 102(b); 111; 113; 281a:.. involvement of the poor
 
Ettent. to which activity will' (a) effect.ively through increased levels
 
iino:Ive.the poor in developrent,. by extending)
 
aecces to economy at loca, level,. inarewsing. of employment and produc­

Tabor-intenslve production and the- use- of tion resulting from the
 

appropriate technol'ogy,. spreading Investment training provided.
 
out from cities to small towns and rural areas,,
 
and' Insuring wide participation of the poor in
 
the benefits. of development on a.sustained
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basis, using the appropriate U.S. Institutions;
 
(b)help develop cooperatives, especially by tech­
nitcail assistance, to assist rural and urban poor to
 
help themselves toward better life, and otherwise
 
eneoura.ge democrtic private and local governmental
 
institutions; (c)support the self-help efforts of
 
developing countries; (d-)
promote the participation of
 
won,inthe na-tiomal economies. of developing countries.
 
Wd,the improvement of wamen's, status; and (e,) utillize
 
and. eneourage regi-ona-l cooperation by developing 
countries?
 

b,. FAA Sec. 103, 103A, 104, 105, 106. 107.
 
s ass.sistance being made available: (include only
 

ap'l'icable paragraph which corresponds to source
 
of fUnds used. Ifmore than one fund source is
 
used for project, include. relevant pbragraph for
 
each fund. source.)
 

(1) [103] for agriculture, rural development
 
or nutrition;, ifso,, extent to which activity is
 
specifically designed; to increase productivity and 
income of rural poor; [103A] iffor agricultural 
research,. is fu.ll account taken- of needs of smat 1
 
farmers;.
 

(2) [0.4] fbr popula:ttion' planning under sec.
 
104(b) or hea-lth under sec. 104(c); if so, extent
 
to- which act.ivity emphasizes low-cost, integra:ted­
deTivery systems fior health, nu.trition and family
 
planning for the poorest peoole, with particular
 
attention to the needs of mothers ard young
 
children, using. pramedical and. auxiliary medical
 
personnel,. clinics and healtT posts, commercia1
 
distribution systems, and: other modes of community
research. 

(3.) (105) for education, public admini- Project makes formal education 
stra.tion', or human resources development; ifso, more relevant by focusing upon 
extent to which activity strengthens nonformal 

formal educa.tion more relevant,. current developmental, needs.education, makes 
especially for rural families and urban poor, or 
strengthens management capability of institutions
 
enabling the poor to participate indevelopment;
 

(44 [106" for technical assistance, energy,
 
rtsearc t,.
reconstruction, and selected development
 
probl'ems;. if so, extent activity is:
 

(I') technical cooperation and develop­
met, especially with U.S. private and voluntary,
 
or regional and' international development,
 
orpn|izations; 

(ti). to. help alleviate energy problems;. 

(i) research into, and evaluation of,.
 
economic development processes and techniques;,
 

(1v) reconstruction after natural or
 
munmade disaster;
 

http:eneoura.ge
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(v.) for special development problem o.
 
and. to: enable proper utilization of earlier U.S.
 
nfrastructure, et.c.,. assistance.;
 

(.vi') for p17Ograms of urban development,.
 
aspeet'ailly small la6Jr-irrtensi ve enterpri ses,.
 
mekettnq systems., and, firrancia- or other insti-.
 
tutfsn to hellp u-rbin- peer particip-te, in! economic
 
and s=-iai1 d-evel pment:..
 

c. RI07] I's appropriatte. effort placed on- use
 
of appropria-te, technol ogy.? Yes
 

d FAA S.e. 110(a). Will the rec-ip:ient
 
cotwtry. provide at leest Z5%1 of the. costs of the
 
prsqram, project, or activity with- respect to
 
whtch the assistance is.to be. furnished- (or has
 
the. laitter cost-sharing requirement been waived
 
for a: "'relatively least-developed" countr')?
 

e- FAA Sec.. 110(b). Will grant cap.ital"
 
awifstance be disbursed for project over more.
 
than 3 years? If so:, hras, justificaton sa.tis ­
factory to the, Congress been made, and efforts
 
for other financing:, o.r is the recipient country

"re1atvel y Ieast developed"? No 

f. FAA- Sec. 281 (b). Uescri-be, extent to Project directly in roLies host 
which program recognizes. the: particular needs,,. nationals in the training 
desires, and capacities of the people o.f the
 
country; utilizes the country's intellectual programs and provides them 
resources to encourage institutional development; with skills necessary to 
and supports civil education and training in promote economia development
skillIs, required for effective. participation in- and political stability.. 
governmental and po.litica.l processes essential
 
to sel f-government. 

g.. FAA Sec. 122(b). Does the. activity 
give. reaionable promise of contributing to the, 
development of economic resources, or to- the 
increase, or productive capacities and self­
susta.ining economic. growth? Ye-s 

2. De.velopment Assistance Project Criteria: 
.oa~nsUOnly) 

at. FAA Sec. 122(b. rnformati-on and 
conclusion on capacity of the country to repay
the loam, including, reasonableness. of 
repayment prospects.
 

b. FAA Sec. 620(d). If assistance. is for 
my productive enterprise which w-ill compete in
 
the U.S. with U..S. enterprise:, is there, an 
agreement by the recipient country to prevent. 
exiport to the U.S. of more than 20% of the 
enterprise's annual production during the life, 
of the! loan? 
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3. 	 ProJect Criteria Solely for Economic 
Support Fund 

a,.FAA Sec. 531(a). Will this assistance Yes.. Project will promote 
support promote economic or political stability.? stability through fostering
To the extent possible, does it reflect the 	 public and private nector 
po iTcy directions of section 102? 	 initiatives.. Project 

bk E/A, Sec.. 5,33. 1411 a,.is.tance under reflects policy directions of 102. 
tMs. chapter be used for mi.l itary, or 
parnt4l itary ac-tivi ties? No.. 
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STPANOARD ITE4 CHECKLIST
 

Listed beow,are. statutory items which normaTTy will be covered routinely inthose provisions.
 
its implementation, or covered inthe agreement by


of an awiastance agreement dealinq"w-ith 
1pupeon': lWiriis. on.certain,uses.of funds,. 

are. arranged under the generil headings of* (A) Procurement, (B) Construction, ;nd
These items(C)Gther Ree~r-tions. 

A. Procurement
 

Are there arrangements toT:.0MV %c.. 602.smEl business to participate
permflEU.J. 


equitably in the furnishing of goods and. Yes
 
services. financed?
 

2. FAA. So. 604(a). Will all commodity
exceptproeurefent Firanr,ed be from tne U.S.. 


as, otherwi-se determined by the President rr
 
Yesunder dMlegation from hint? 

3.- FAA. Se. 60,4(d). rf the coooerating
 
owry discriminates against U.S. marine.
 
inqurance companies, will agreement requi-e­
that maH-ine insurance be. placed. in the
 

NoUnttedi Sta-tes on comodities finaiced? 

4.. FAA Sec. 604(e). Ifoffshore procurement
 
o a commodity or oroduct isto be
*f *rcultural 

ffitnaned,. is,there provision aga-inst such pro­

curemer twhen the domestic price of such
 Not Applicable

coimidity is. less than parity? 

S. FA, Sec. 608(a). Will U.S. Government 
exceis, personal property be utilized wherever
 
practicable inlieu of the procurement.of new 

Ye sitems.? 


6,. FAA Sec. 603. (a)Compliance with requ.ire­
of the Merchant Marine
uant insertion 901 (b,) 


Act of 1.936, as. amended,,. that at least 50 per
 
of the gross tonnage of commodities Yes.centum 

( omputd separately for- dry bulk carriers,
 
dry cargo liners., and tankers) financed sh-al'I
 
be. transported on privately owned U.S,.-flag
 
coamrcial vessels to the extent that such
 
vessels are.available at fair and reasonable. 
rates. 

7. FAk Sec. 6Z2. Iftechnical &ssistance is
 
fina-ced, will such assistance be furnished to
 
the fullest extent practicable as goods.and
 

Yesand other services from privateprofeassonal rf the.contract basis?
enterprise on.a 
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A.7. 

fac-'1itles of other Federal agencies will' be 
utilized, are they paritcularly suitable, not 
competitfve with private enterprise, and made
avatilale wthout undue interference: with 
dwmatic programs? 

8. r i-ona& Air Transport.. Fa~l'r 
Uwiti'v.e Proctices Act,. 1974. Ifair­

tran rtation of persons or property is 
finamiedl on grant basis,.will provision be 
made tfrat U..S.-flag carriers will be.utilized 
toi the extent such service is. avatilable? Yes 
9. FY 7g Aep. Act Sec. 105. Does the, contract 
for procurement contain.a provision authorizing
the termination of such contract for the
convenience of the United States,? Yes 

B. Construction 

1. FAA Sec. 601(d.). Lf" a capital (e'.g.,
construction) project, are engin'eeri'ngr and
profteiona.1 services of U.S. firms and their' 
afftl ltes to be used to- the- max.imuon extent 
consistent with- the national interest' 

Section B is no.t Applicable. 

2.. FAA Sic:. 611 (c-).1If contracts. for 
construction are. to be finarrced.,. will they be 
let on a competitive- basis to maximum extent 
practicable? 

T. FAA, Sec.. 6.20(k). iffor-construction of 
productive enterprise, will aggregate value 
of assi'stance to be furnished by the United. 
States, not exceed S100 million? 

C'. Other Restrictions 

1. FAA Sec.. 122 (e). If development loan,
interest: rate at least 2. per annum during: 
grace' period and at least 3, per annum 
thereefter? 

is 
Not Applicable 

Z FAA Sec. 301(d). Iffund isestablished
salel'y by U.S. contributions and administered 
by an internationa.l organization, does 
Camptrollcr General have audit rights.? 

Not' Applicable. 

3. FAA Sec.. 620(h). Oo arrangements preclude
prometing or assisting the foriegrr aid: projects
or awtiv,ities of Ccrmunist-bloc ':ountries, 
contrary to the best interests ,f'the 
United: States? 

yes 

4:. FAA Sec. 636(i). Is finamcing not permitted
to be useci, witho- waiver,. for purchase, long­
tenn'lease-, or exchange of motor vehicle 
mnufactured outside the United States, or 
guaranty of such transaction? 

Yes 
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C. 

5.. W411 arrangements preclude use of financing: 

a.. FAA Sec.. 104(f). To pay for performance of 
abortions cr to motivae or coerce persons to 
practi-ce abortions., to pay for performance of 
inveiluntary sterilization, or to coerce or 
pro.vide financial incentive. to. any person to 
undergo steril ization? 

Yes 

b FAA. Sec. 620(1). To compensate owners, 
for expropriated nationalized property? 

c. FAA Sec. 660. To finance police training 
or other law enfbrcement assistance, except for 
mnrcotics programs? Yes 

d. FAA Sec. 662. For CIA activt'ties? Yes 

t FY 7 App. Act Sec. 104. To pay pensions, 
etc.-, for military personnel? Yes 

f. 
awses 

FY 79 App. Act Sec. 
smets? 

106. To: pay U.N. 
Yes 

.. FY 79 App.Act Sec. 107. To carry-out 
provisions of FA sections 209d) and 251(h-)?
(Transfer of FAA funds to multilateral 
organizations for lending.) 

Yes 

Yes 

h. F Act Sec. 1 T2.To finance the 
export of nuclear equipment, ruel , or technology 
or to train foreign nations innuclear fields? Yes 

i. FY 79 App. Act Sec. 601. To be used for 
publicity on propaganda purposes within United 
States not authorized by the Congress? Yes 
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AGENCY FOR It.4TEFNATIONAIL DEVE1OFP',ENT 

R 0 CA.P 

:
ROCAP/GUAM, ALA.cm, or / Atr 'r.- , 

34024 Guel ems4a City. -.. :erw.isa C.A.APO MIAMI 

R CAP Tlephones: 	321739
 

663-52/53

66373 - 6 309 

Cable: ROCkP Guctemalo 

PBVJ'B-' AUTHORtZATION 

Name of Entity . Central American Institute for Business
 
Administration 

Name-c Project - INCAE Management Development 

Number aof Project: 59.6-0101 

I.. Pursuant to Section 105 of the Foreign Assistance Act of 
1961, as amended, I hereby authorize the "INCAE Management 
Development'" project for the- Central American Institute for 
Biisiness Administra.tion (INCAE) , involving planned obliga­
tions; of not to exceed $400,000 in grant funds over the 
planned life of proj.ect of one year from the date of initial 
obligation,.subject to the availability of funds in accord­
ance with the A.I.D. OYB/allotment process, to help in fi­
nancing fore-ign exchang-e and local currency costs for the 
project., 

2.. The Project consists of assisting INCAE, in the short
 
term, to meet immediate operational needs, thereby enabling 
the institution to contin'ue its. operations, prepare for & 
Fall 19-8-0 class of MBA candidates, and to offer, where. pos-

Advanced Management Programs and special seminars...sible, 
Other I.NCAE. activities to be carried out during this period 
will provide prerequisite analyses and plans to improve 
INC"AE's financial position. With these analyses accomplished, 
't is expected that the rn.stitute will be better able to make 
appropriate program adjustments and define future financial
 
assistance requirements and,. given such assistance, will be
 
better able to ensure its long-term institutional viability.
 

3. The Project Agreements which may be.negotiated and exe­

ctrted by the officers to whom such authority is delegated
 
in a cordance with AID regulations and Delegations of
 
Authority shall be subject to the following essential terms
 



'age 2 of 2 

and covenants and major conditions, together with sch otkher 

tens, and conditions as AID may deem appropriate. 

4.. Souxce and Origin of Goods and Services 

Goads financed by AID under the proj-ect shall have, their 
sur ie and or.ig:n :n the Central American Common Market or in 
the wu.tries: included in. AID. Geoqra-phic Code 00'@ except as. 
AID: may otherwise agree in. writing.. Oceam shipping financed 
b.y AID under the project shall,. except as; AID may otherw.ise 
agree in writinq, be.financed only on flag vessels of the 
United, States.. 

DBastfe:r
ka:Lg .- -R. retcC. 

SDate: 



ANNEX 3
 

DArOTS FISCALES FISCAL. DATA 

Consignac'idn: Appropriation-. 

Asignaci6n.- Allotment:. 

Nimero de Proyecto- 596-0101 Protect Number: 59,6-0101 

Firranciamie-nto Previsto para Anticipated Total Life of 

Vida de Proyecto.- $1,800,.000 Project Funding:- $1,800,000 

Total Suma-Previamente Total Previously
 

Convenida., !400,.000 Obligated: $400,000
 

Total de esta Total this 

Enmienda: S900,.000 Amendment: $900,000
 



INITIAL ENVIRONRIENTAL EXP41NATION 

PROJECT LOCATION:: Nicaragua 

PROJECT TITLE':: INCAE Management Development 

PUND ING:: $4,00',.000 (Grant) 

LIFE OF PROJECT: One, () year 

IEE PREPARED BY: Carlos E. Crowe 
Chief Enginet-r 
August,. 198.0 

RECOMMENDED THRESHOLD DEC1S ON: 

Negative Determination (see attached)
 

MISSION DIRECTOR"S CONCURRENCE
 

Actin- irector
 

Date.­
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THE p'OJECT' 

Tne project will provide support 
to the Central American 

Institute for Business Administration,, 
INCAE,. to enable 

and toprogramsits current educationalit to, continue and plan­
perform the. requisite. analyses

time toaslow, it 
ensuire its iastitutLonal viability in 

minq which would 
t he fau-e 

DIS.CUSSION 

5C paragraph 216.2 (a) and (b) of 
Handbook. 3 AppendiyXKID not require. the prepa-

AID Is; En.virofnmeta.l Regulations. do 
Environmental(or anAssessmentan Environmentalration of as, (a) Education or 

for such projects'lpact Statement) 
Training Programs not directly 

affecting the environment
 
for theexclus.divelycontrolled experimntationand (b) to small areas anjd

which is confinedof researchLpurpase 
carefully monitored. 

RCOMMENDP.TION.CON CUSION AND 
of thethe requirements

is concluded this: pro ject meets
It Therefore, based upon these 

con.­
exceptions noted above. is recommended.Negative Determinationasiderations 
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PROJECT DESIGN SUMMARY 
LGICAL FRAMEWORK 

Life of Project; prom FY 80 to FY82 
TOTAL US Funding; $1,800,000 
Date Prepared: 1/81 

Project Title and Number: INCAE Management Development (596-0101) 524-0188, 524-0189 

Narrative Summary Verifiable Indicators Meafs Qf Verification 	 Assumptions 

GOAL 
oebuild, expand and Increases in the level of Survey of graduates of the 1. There is a need for 
improve the level of managerial expertise in MBA, advanced management greater managerial 
management training the Caribbean and Central 	 and special programs, expertise in the 
in the Caribbean and and South America. Caribbean, Central
 
Central and South Examination of results of and South America.
 
America. 	 the special consulting 

services performed by 2, Market expansion of 
INCAE. INCAE will extend to 

the Caribbean and
 
Andean countries
 

3. INCAE will continue to
 
operate on independent,
 
constitution serving
 
the managerial needs
 
of both the private and
 
public sectors.
 

4. INCAE will continue to
 
receive required donor
 
support.
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Purpose 
Conditions Expected by 

the End of Project Means of Verification Assumptions 

o assist INCAE to meet 
* ediate and short-term 

1. Reduction of overhang 
and a higher degree 

1. Annual Audit Report l. Overhang can be reduced to 
a manageable level. 

perational needs; there- of solvency. 

y enabling the institu­
ion to continue its 
perations, prepare for 
lasses of MBA candidates 

2. Level of MBA training 
Will have been restored 
and a full-time enroll-

2. Student Enrollment 
Figores 

2. Dema4nd for INCAE training 
W11 continue to ensure 
full MBA enrollment. 

nd other advanced mange-
nt and special programs, 

ment of MBA candidates 
will have been achieved 

nd implement plans nece 
sary to improve its 
inancial and institutio-
al viability, 

3. Advanced management and 
special programs re-
stored to their normal 
levels. 

3. Enrollment Figures 3. Need for INCAE advanced 
management special pro­
gram continues 

4. Implementation of 
INCAEVs five year turn-
around management plan 
will be underway, 

4. Quarterly Progress 
Reports 

4. The five year plan is 
essential to and forms 
part of INCAEls ability 
to remain open. 
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Outputs Verifiable Indicator Means of Verification§ Assumptions 

1. Balanced budget by 1. A reduction of cpsts 1. Annual Report 1. INCAE can balance its 
1982. corresponded by an jn- budget by following 

crease in income. the management plan. 
2 Higher Degree of 
solvency, 2. Reduction of negativenet worth to approxiM4- R. Apqual Repqr, Inputs will enable 

the reduction to a 
" Approximaterly 50-70 tely $1.0 inillion manageable level, 
MBA graduates per 
school year. 

. Approximnaterly 40-6Q 

3. Class enrollment figures 

4. Applications and enroll-

L. qurterly and 
Anviual Progress
Pepo'ts 

, Full student load 
can be maintained, 

advanced management 
and special prrjrams 

ment figures 
4. Quarterly Reports 

4. Market demand 
continue exists for 

annually such programs. 



Iniput!$eTfah~ 

PY-1980 
.0007cl~ 


PY-1981 

pm7UUO 
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1r'41.Qtor me~ans of W1ItQPAsr 

IR.qtopattqp of Qtudepnt Waon AnpUal. 4pId quarterly 
reporI 

Geneal.OpptQa OuIPPOrt 
ProVided 

Os~erdqe Stuyppv credits pai 

oyer dIraftq iqu4~td 

iwet: repaired op 
pprhased 

Opv~arting jef1.Qit reijuae4 
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iumpt1Qnf
 

T'put4 are essenti4l 
V@ #hieving a 
lwpoessful implen-
Vation of the ftrvo,
 
W4r turna round 
Fp~ngeet plan. 



/ .ANEX 	 6 

INCA' 
INSTITUTO CENTROAMERICANO DE ADMINISTRACION DE.EMPRESAS 

AP'* aO0 PG@.TAL..3O4S' 
TIt. 100 

MAHAOUA. CAROUh4 M A 

JIirnuzary, tT,. 19811 

Mr. Henry Baissford: 
Aftirrg Director,. U.SAID/ROCAP
 
c/o. American Embassy
 
Guatemala. C.i'ty,. Guatemala
 
Central America.
 

DGear Mr.. Bss.fard!:. 

request addfti-onal AID assistace to rNCAEThe pu.rpose of this. 'etter is. to 
during FY1981 and. 1982 (5900,.000 in FY1981 and

of $1,,4G0,,G0O. in grant. monies 
enable the: institution to 

$500.,Q00 inr FY'1942).. These funds are essential to 

successfuTly susta.ian its financial recovery from the revolution in Nicaragua
 
doubt aware, INCAE's pro­and pol'fti'cal ' unrest in the, region. As you are: no 

grams suffered substantially during the last two years of political 
turmoil 

in the region. As a result, enrollments in oux masters and executive pro­
our levels of
 grams dropped subs-tantially,, and we were forced to curtail 


some countries substantially..
actfvity i'n 


Beginning Tn the month of July 1980, selected members of the INCAE 
faculty,
 

administration and- board developed a turnaround management strategy to re­

duce o..perating budgets and increase activity levels, to help reduce 
past
 

defitits 6, payi:ng its creditors, and to renegotiate and restructure some
 

as maintain debt service payments on other
of its,long: term debt as well 

portions,of this,debt. The additional AID grant monies being requested will
 

have a: vi:tal ro-le in this turnaround management process by helping the insti­

ttion substantiel'ly to counter the effects of current as well 
a past oper-


We look fo.rward to your active,consideration of this matter
 ating: defi-cits.. 

in, the. near fu.ture..
 

A. 

Haerry SIachan 
Rector,: tNCAE
 
Apartado Postal 2485
 
Managua, Nicaragua
 

HS/ncg­

cc: Files (Z)
 
M-. 	Lindenberg
 
,.A. Duarte
 


