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13. SUMMARY

From late 1977 through mid-1980, INCAE suffered major financial
losses, primarily due to the Nicaraguan Civil War, but also related
to economic and political conditions in other client countries. En-
rollments in the MBA Program declined from a high of 100 new enroll-
ments in 1977 to only 47 in 1979. Financial and other problems.
caused INCAE to cut back on its advanced management course, seminars
and other program offerings. By mid-1980, INCAE was virtually bankrupt
and ready to close its doors. In order to permit the Institution to )
continue operating and to provide time to prepare a five-year (1980-1985)
turnaround management plan, AID approved an emergency cash transfer
grant of $0.4 million in August, 1980. AID subsequently increased its
grant financing to a total of $1.8 million.

INCAE's management plan emphasizes the following five strategic
program goals:

1. Significant increase in INCAE activities, particularly
executive.

2. Geographic diversification of INCAE activities.

3. Restoration of financial viability through reduction of
operating expenses by cost-cutting and by increased productivity of
the INCAE staff and faculty. :

4. Creation of a U.S.-based endowment fund.
5. New efforts at fund raising in Central America.

This review, undertaken in September and October, 1981, concluded
that there has been substantial progrecs in implementing the first
year of the five-vear turnaround management plan. There is a strong
demand for the INCAE programs and, barring adverse political and
economic factors beyond INCAE's control, the institution should be
able to achieve financial viability in the next few years in ac-
cordance with its plan and continue to play a major role in the
region's private sector development.

14. EVALUATION METHODOLOGY

The purpose of this in-house evaluation was to review progress in
carrying out INCAE's five-year turnaround management plan, which is
being partially financed by a $1.8 million AID grant. The evaluation
reviewed the five program goals emphasized by the plan, and included
a detailed examination of INCAE's records as well as discussions with
the faculty and staff.

15. EXTERNAL FACTORS

INCAE has encountered difficulties due to the overall political
problems in the region, and particularly in Nicaragua, which have
hindered the recruitment of students and faculty. While these problems



existed before the project and, in fact, contributed to the need for
the project, they have continued to the detriment of the institution.
More recently, there has been concern that the Government of Nicaragua
may take arbitrary economic and political actions which could seriously
affect INCAE's turnaround plans and force-it to relocate.

16. INPUTS

Planned inputs under this project are to provide funding over
a period of three years to assist INCAE in meeting immediate oper-
ational needs as follows: $400,000 in FY 1980, $900,000 in FY 1981
and $500,000 in FY 1982. To date, $1.3 million has been obligated
through Grant Agreement 596-0101 and the remaining $500,000 is in
the process of being authorized to cover FY 1982 operations.

17. OUTPUTS

Projected cutputs are a balanced INCAE budget by 1982, a higher
degree of solvency, approximately 50 to 70 MBA graduates per school
year and approximately 40 to 60 advanced management and special
programs annually.

INCAE is now operating at virtually full capacity with 168 MBA
students and a full schedule of advanced management programs, seminars
and special activities that total 68 in all. The operating budget
deficit is now at a manageable level and smaller than the projected
end-of-year goal. INCAE finished 1380/8l1 with a deficit of $210,000,
which is well below the $440,000 projected in the PP. The student
loan fund has been increased and efforts to improve collections of
old loans have been instituted with good. initial results. Fund
raising activities have also been effective.

18. DPURPOSE

The project purpose is to assist INCAE, in the short term, to
meet immediate operational needs; thereby enabling the institution
to continue its operations, prepare for a fall 1980 class of MBA
candidates, offer advanced management programs and prepare plans and
analyses necessary to improve its financial and institutional viability.
Barring adverse political and econonic factors beyond INCAE's control,
the institution should be able to achieve financial viability in the
next few years and continue to play a major role in private sector
development.

19. GOAL

The goal of the project is to rebuild, expand and improve the
level of management training in the Caribbean, Central and South
America.



20. BENEFICIARIES

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 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 opportunities as the managerial
training and expertise is put to effective use.

21. UNPLANNED EFFECTS

The project has not had any unplanned results.

22 LESSONS LEARNED

None.

23. SPECIAL COMMENTS

None.



