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EXECUTIVE SUIMARY 

The ASEAN Regional Development Officer (RDO) in Manila initiated the evalua­
tion of the ASEAN Small and ,ledium Business Improvement Project (S,1I). The
evaluation took place in May-June, 1g87. 

SMBI was a three-year test of the merits of four non-governmental organiza­
tions (NGOs). Operating regionally, the NGOs were to help small and medium

businesses (SMBs) develop or to identify constraints to SMB development in

participating ASEAN countries (Indonesia, Malaysia, the Philippines, Singapore 
and Thailand).
 

1. Technonet Asia was established in 1972 with Canadian assistance tohelp meet zecinical training, consultancy and information needs of SHMs as 
identified by national Participating Organizations imostly government

agencies in trade and industry ministries). The proje-t continued

Technonet services to ASEA S:IBs with regional and U.S. experts. 

2. The Asian Institute of Management (AIM) was established in 1967 with
Harvard 3usiness Sciool teciinicai assis.ance to train managers of large
Philippine and Asian businesses. The project enabled AIM to prepare SMB
 
cases and teaching materials and to test them by teaching SMBs general
 
management principles.
 

3. The Institute for Southeast Asian Studies (ISEAS) was established in
1963 with Ford Foundation support to conduct contemporary political and 
economic research on the region. The project enabled !SEAS to conduct 
research on constraints to development of ASEAIJ SNBs. 

4. The U.S.-ASEAN Center for Technology Exchange (CTE) was established
in 1994 with U.S. business community (Chamoer of Commerce of the U.S.) and
AID support to make U.S. private sector technology available to ASEAN SM:13s
through training, consultancies and business-to-business relationships. 

The evaluation was to determine whether the regional NiGOs were cost-effective
in promoting S2-3s and employment. Effectiveness w.as to be measured in terms
of short term impacts on SMBs rather than institutional development of the 
fNGOs and national cooperating agencies.
 

any in-depth interviews with SMB participants were conducted by a Philippine
small businesswoman-psycholonist to determine impacts on how they do business 
as a result of project activities. Two AID officers (one active and adesigner of the project, one retired) Fmiliar with AID attempts to serve S',IBs
examined NGO operations. 
An indonesian scholar active in S,IB assistance 
aooraised TSEAS research in identifying constraints to SIB development. 

The evaluation found concrete impacts on S''Bs. Participants improved use if 
technology and/or general management practices. Employment imoacts were
positive, but macro-economic studies are necessary to measure SNB contribution 
to national employment targets in each country. 
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The greatest Technonet and CTE impacts came from hands-on and one-on-one
 
exposure to experts rather than lecture and written materials in formal
 
training sessions.
 

The AIM case method was not only successful but is apparently superior for
 
teaching general management to SNBs.
 

Cost bars greater use of U.S. private technology in the ASEAN region. CTE has
 
obtained U.S. private sector cooperation in making some U.S. technology
 
available that otherwise would not enter ASEAN. Competition from other
 
industrial countries cannot be matched without far greater funds than AID has
 
for the ASEAl program.
 

The ASEAN countries interest in SMB development has increased over project
life. Even Singapore, which was only interested in labor-saving technology at 
the start of the project, now emphasizes national SMB development over 
previous stress on growth through hosting large multinationai firms. 

The NGOs had some problems. Technonet increased dependence on AID funding.

CTE had to trim programs to hold down costs of obtaining U.S. expertise.

Technonet also made limited use of U.S. experts due to costs. 
 ISEAS encoun­
tered delays in editing SMB research for publication. AIM decided that it is 
not suited to direct instruction of SMBs and will concentrate on training
trainers of SMBs. 

Some grantee programs deviated from original plans. Required annual reports

of progress against or modification of work plans were not submitted. Informal
 
correspondence covered some changes, and no operational problems resulted.
 
However, some program drift was not clear until the evaluation.
 

Continuing modest AID/ASEAN4 SMB assistance is recommended. There are benefits
 
from greater NGO (vs. governmental) implementation. Indirect regional policy

recommendations may be better received than those at the national level. 
 The
 
ASEAN countries can also profit from sharing their lessons learned in S>1B
 
development.
 

Lessons learned of broad importance are:
 

) 	the case method has great promise for teaching SMBs generatl
 
managementprinciples; and
 

(ii)a design team member on an evaluation team can usefully compare

original design intent with actual outcome.
 

y 
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I. THE PROJECT SETTING
 

A. AID's ASEAN Program
 

Although the ASEAN nations first met in 1967, AID's ASEAN program began in
 
1979. ASEAN regional activities developed gradually as the member nations 
(now Brunei Darussalam, Indonesia, Malaysia, the Philippines. Singapore and 
Thailand) decided on areas and mechanisms for coooeration. In the late 1970s,
 
the U.S. joined the ASEAN "dialogue" process. ASEAN designates one member
 
(initially the PhilippInes, now Singapore) to be lead dialogue partner with
 
the U.S. Other merbers lead the dialogues with Australia, Canada, the
 
European Community, Japan and New Zealand.
 

The dialogue includes all tcpics of interest (political and economic) between
ASEAN and the partner nation. AID assistance is a relatively small part of
 
the U.S.-ASEAN dialogue agenda. It started at about $2 million in 1979 and
 
has been as high as $5 million a year since then.
 

Three ASEAN countries, Indonesia, the Philippines and Thailand, each have
 
bilateral AID program levels several times the ASEA' re-ginal program level. 
The remaining ASEAN countries had no previous AID assistance as they were
 
above income levels for bilateral assistance.
 

ASEAN has chosen not to establish supranational agencies with which AID could
 
arrange to conduct projects. Instead, AID carries out projects through two
 
kinds of intermediaries. Some projects involve cooperating with a single 
national governmental entity for activities furthering the development of
 
other ASEAN countries. An example is cooperation in plant quarantine training

by sending personnel from other ASEAN countries to study at the Malaysian
 
"PLANTI" facility. Most ASEAN projects, including the Small and Medium
 
Business Improvement Project (SMlBI), involve cooperation with non-governmental
 
organizations (NGOs) serving the region.
 

The ASEAN Foreign Ministers normally meet yearly. Their meetings are follCwed 
by conferences with the U.S. Secretary of State and other dialogue foreign 
ministers. The heads of government meet occasionally as well. A Standing
Committee (of foreign ministers' representatives) provides broad continuing 
oversight of ASEAN activities. 

Specialized committees of technical ministries (e.g., agriculture, science and
 
technology) also have general oversight over activities in their areas of
 
responsibility. The SMBI project proposal was separately presented to the
 
five (Brunei was not yet in ASEAN) national members of the Committee on
 
Industry, Mining and Energy -- COIME. National members of COIME were from 
ministries of trade and industry. COIHE subsequently approved the SNBI 
implementation plan.
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ASEAN project approvals preserve the principle of sharing equally among all
 
member countries opportunity to benefit from projects. They also assure that
 
nothing is done contrary to the wishes of any member. The approval process
 
also designates national agencies with which ASE II projects should cooperate. 

COI 1E has not taken part in implementation. It lacks staff to play an 
operational role. AID and implementing MGOs advise COIHE of project progress 
from time to time. Operationally, the ,N1GOs deal separately with national 
cooperating agencies of each country.
 

T:ere is no ASEAN definition of "small" or "medium" business. Each government 
has its own definition. The ceiling for small and medium business (SMB)
varies from 100 to 500 employees. Some governments also consider capital 
invested a factor in qualifying as small or medium business. Generally, the
 
project covered businesses with no more than 200 employees. 

B. AID Manaqement of ASEAl4 Projects. 

AID has a single Regional Development Officer (RDO) with a small number of 
local national staff to plan and manage ASEAJ projects. The RDO resides in
 
Manila and travels widely in the other ASEAN countries.
 

Considerable RDO time is spent on communication and coordination with the
 
technical committees, working groups, secretariats (in the foreign ministries)
 
and institutions involved in AID projects. AID's ASEAN Regional Office is not
 
set up to take as direct a part in project implementation as a full AID
 
mission. The use of intermediary IGOs helps manage a number of activities
 
with limited resident AID staff. 

Nevertheless the number of units of management is high, usually more than ten,
 
for one U.S. officer. Effective project management is only possible because
 
of able foreign national staff of the RDO. The RDO has also made considerable
 
use of contract and TDY personnel for design and evaluation tasks. To assure
 
that grantee financial accounting practices are adequate, the RDO is also
 
contracting for assistance in financial analysis of MGO practices.
 

With this management style, the RDO handles a complex program with few 
problems. The evaluation team does not recommend an increase in staff. We
 
find good development results from a small program. We commend the RDO for
 
success in a difficult management situation.
 

C. The Role of Small and Medium Business in ASEAN.
 

Since the early 1980s, AID strategy for Asia and for the three bilateral
 
assistance countries (Indonesia, the Philippines and Thailand) has emphasized

non-farm employment. The ASEAIl countries (except Singapore) had workforces 
growing faster than they could be absorbed in agriculture. Emphasis on large

industries required too much capital investment for the employment generated.
 
Therefore, AID and the four governments placed greater emphasis than before on
 
developing smaller businesses.
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This emphasis intensified since the project began. Adverse world economic
 
trends and mild to severe national economic problems in the cooperating

countries increased their interest in SMB aevelopment. AID and other donor
 
interest in S,'Bs has also increased.
 

Singapore, the exception in the region, initially sought only labor-saving

technology transfer benefits from the projact. 
 As a labor-scarce country,

Singapore still avoids labor-intensive technologies, However, Singapore has
 
increased emphasis on smaller businesses. Before the project Sincapore

enjoyed rapid industrial growth largely through hosting large foreign
businesses. It now seeks to develop more national small enterprises.
 

II. PROJECT DESIGN
 

The project was designed on the premise that, while many governments try to
 promote S>'Bs, 
their efforts were not always successful. SMBs do not make much
 
use of prcgrams designed for them. Pro-business national policies often help
big business more than small. Therefore, the project waz designed to test NGO
 
approaches to SMB development.
 

When the project was designed in mid-1983, it was not clear how effective the
 
regional 1JGOs would be. Only one, Yechnonet Asia, had a proven record of

helpirg S>lBs. The Asian Institute of Management (AIM), was proven as a

trainer of managers for big business but untried with SMBs. 
 The Institute of
 
Southeast Asian Studies (ISEAS) was the premier social 
science research
 
institution in the region but only occasionally studied SHBs.
 

There was also business community (the U.S.-ASEAN Business Council and the
 
Chamber of Commerce of the United States) interest in development cooperation

between ASEAN SHBs and the U.S. private sector. This led to the founding of a
 new HGO, the U.S.-ASEAN Center for Technology Exchange (CTE), in 1984. Itwas
 
then added to the project. CTE was dedicated to SMB development but was
 
unproven in the field.
 

Because of these uncertainties, project life vwas limited to three -ears

instead of the usual five to seven years. An impact evaluation was scheduled
 
for year three to determine whether to continue or modify support of the
 
implementing NGOs. 
 Impact to be measured was effect on SMBs. Institutional
 
development of the N4GOs was of secondary interest.
 

Itwas assumed that impacts on small businesses would occur soon after
 
development interventions. SMBs have short time horizons. They either accept

or reject advice quickly. Evaluation after brief implementation only makes
 
sense if this assumption is valid. As expanded below, impacts on SMBs were 
readily observable, but macro-economic impacts require more time.
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The design did not call for much interaction among the four grantees, Instead
 
they are each to contribute in their own way to overall objectives. Only

limited interaction has occurred. CTE has helped Technonet get an American
 
expert (inpasta-making) for one of its technical workshops. 
 ISEAS is working

with Technonet to define policy implications of its research studies.
 

III. PROJECT EVALUATION
 

Because they operated separately, the NGOs were evaluated separately. Most
 
evaluation results are reported under the components rather than at the total
 
project level. However, some common points were in the original design or
 
have emerged in the evaluation process.
 

Five overal project objectives were set forth in the Project Paper as 
evaluation criteria for the implementing 11GOs:
 

1. Servir:a ASEAIN National SMB Development Objectives. All the 11GOs served
 
o ncr2aeca. _ves .. producziviy an- emQoyment. only In 

ISEAS studies was there specific reference to national development plans.

All grantees were to make annual reports relating their progress and plans

to national plans, but almost no reports of this sort were made. 
 [There
 
are more comments on reporting problems below.] 

2. Impact on SMlBs. Technonet had the most direct impact by delivery of 
technical resources 
to SMBs. CTE has begun direct delivery of U.S. 
private sector technology, but seems to serve medium rather than small
ASEAN firms. AIM has conducted general management training for SMBs but 
expects its future impact to lie in training trai:ers rather direct 
service to SBs. ISEAS research is totally indirect by helping make 
policies and agencies serving SlBs more effective.
 

The NGOs were to nave tracked their impacts but did only cursory follow-up
of effects on SMBs trained. These were limited to serding outquestionaires to former participants in training courses. 
 Only a small 
percentae ;ere returned. These captured only a small part of actual
imp:ct., .:,.,-e follow-up appears indicated, but must be designed with cost 
conside.r,.ticns in mind. 

The in-depth i nterviec,,;, by the evaluation team showed more and different 
impacts than -:he N ," ;-ocr.ted. A common reaction to Technonet workshops 
was that general ses.ions were only the appetizer, the SMBs benefited most 
from consultancies ind/or plant visits which followed wor!shops.
Conversely, governmentindustrial extension personnel in courses wanted 
more acadernic trlinirn. Observ:ition of these trends led to specific
recommendations for modularizing training to provide segments which better 
fit needs of different audiences.
 



Participants want follow-up. 
 This includes help tailored to both tech­
nical and general management needs. They also want to continue meeting
 
one another to exchange information and express collective needs to
 
governments. 
 There is scooe for optimizing IIGO performance by conducting

in-depth interviews of their own to find out .-;hat their participants need 
and get. 

A basic de -n trade-off is between reaching mor, participants through
general training courses (workshops) and having greater impact on

individual firms through one-on-one consultancies. The evaluation team

found the pendulum a bit to far on the side of quantity. We recommend
 
some shortening of general audience courses and increase in SBs'
 
individual time with consultants. 

3. Impact on SIB Emoloyment. Only a few of interviewed participants

reported higher employment by their own firms. Many indicated they were

still ronsidering improvements or expansion but would effect change only

gradually. The gradual approach was attributed to cultural patterns but 
may also reflect tlie need to accumulate capital before investing in new or 
expanded activities. 

A number of SMBs reported actual or planned increases in employment. They
expected that introducing labor-saving technology would not result in
firings but in redeployment of employees. This feeling was strongest inthe countries with the greatest rural employment needs. Where possible,
these firms want to provide more employment. They cite cultural pressures 
to "feed more people." 

One participant reported in-house production (with more employees) rather 
than buying from suppliers as a project benefit. It is not clear whether
this had a negative effect on employment by suppliers. Expansion was
often reported as more likely through new firms under the 
same owners

rather than through expansion of the present firm. There are regulatory
and tax reasons as well as cultural reasons for this practice. 

There are at least anecdotal indications that the project improved SIB 
employment. The project is too small 
to be expected to have
macro-economic effects employment.on ,lacro studies for country strategydevelopment should verify and quantify employment effects of Sl,.B expansion. 

4. Cost-Effectiveness of Regional Approach. Evaluation of the components
shows outputs werc achieved within cost estimates. Some outputs e::ceeded 
targets while costs were held below estimates. Savings result from using
the same consultants and other inputs to serve several countries.

Technonet held some regional workshops which encountered language
barriers. Otherwise, all components made better use of resources than on 
single country projects. 
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As a regional project, SMBI was able to concentrate on NGOs rather thangovernment agencies. N Os are certainly cheaper per unit of output than most government agencies. The evaluation also finds NGOs more effective 
with SMBS. 

One Technonet affiliate, APPROTECH, takes a "South-South" approach.
holds that it is more appropriate for developing countries to share 
This
 

technology than to import technology designed for advanced countries.

This woul d be highly unl ikely to be tried under a bilateral project. 

In the policy arena, the sharing of SMB development experiences should behelpful. Especially useful is sharing in ISEAS low-key scholarly
atmosphere. This makes possible analysis of current weaknesses andpresentation of alternative policies without defensive reactions. 

The regional approach may set some examples for AID bilateral programs.
 

5. increased U.S.Private Sector Resources Serving ASEA;I S.IPBs. All
concerned found U.S. consultants and other technology sources more
expensive and less readily available than other non-ASEAN 
sources.
National cooperating agencies only looked for U.S. sources when their"usual" sources were not available. They also were concerned wether U.S.experts would be suitable for work with ASEAN S,,4Bs. 

Only CTE and Technonet were affected by this objective. Technonet used afew U.S. consultants (one with CTE help) and concentrated on more consul­tancies for the same cost. CTE has reduced costs of U.S. consultancies by

obtaining in-kind support from U.S. companies but has had to adjust its
planned program to keep costs in line. Both are doing as well as cost
considerat:ions allow. 

Whether greater efforts should be made and costs 
incurred to bring in more
U.S. technology is 
a question for those who formulate AID's budget.

Competing countries are spending vastly greater amounts than AID can for
assistance that exposes ASEAI countries to their private sector
technology. For the moment, CTE's cost conscious efforts appear worth
continuing, but cost considerations rule out anything much larger. 

Another criterion for evaluating CTE and Technonet was the degree of reliance on AID funding. Both anticipated major non-AID support for generaladministrative costs. The amount of fees paid by S1B beneficiaries would be an indicator of the market value of the grantee's services. 

CTE reports cash support from U.S. companies about constant. CTE has limitedfee levels in the face of competition from other donor sources. Technonet hasslipped in both other donor support and in fee collections. It is alsolimited by competi tion. 3oth institutions should continually seek other 
sources of support including user fees. 
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Limited results on the objectives of greater non-AID support and greater use
of U.S. technology seem offset by better than expected results in direct 
impacts on SMBs. 

IV. ADMINISTRATIVE/INSTITUTIOrNAL ISSUES AND FINANCIAL STATUS 

A. Reporting. 

The various grant agreements (Section D-3 of Attachment I) require the
 
grantees to submit annual progress reports. 
 These are to include workplans
that reflect any changes in grant activitiec and an evaluation of how progress
relates to the five evaluation criteria in sections II. 1-5 above. 

For all practical purposes these reports have not been made. 
 Other reports

cover some of planned activities, but it is often difficult to be sure what is
described in the arant is what is actually being undertaken by the grantee.
This places an extra burden on 
the AID project manager and evaluators to

determine ,hether graee cntviies are what was originally intended.
 

W4hile program modifications are required as experience is gained, project
records have to reflect these changes. Operational problems have not arisen
from the absence of annual reports, but the project may drift into unintended 
activities if the grantees do not update their plans against agreed

objectives. Action should be taken promptly to ensure that 
grantees comply
with grant re'orting provisions. If alternate reporting procedures are
 
adopted, these should be formally prescribed in writing.
 

B. Support f Technonet.
 

AID generally does not want to become too large a part of a NGO's total 
funding. Originally AID was a minority supporter of Technonet. Over the past
three years AID has become the major support for Technonet. For the year
ending March 31, 1987, AID provided approximately 62% of Technonet's total 
financial support due to a lapse in Canadian (CIDA) support.
 

This trend indicates a changing institutional relationship which should be 
clarified before further AID assistance. Technonet agrees that other sources 
of support should be found and the degree of AID support held down. This is
particularly appropriate since Technonet serves wider area of Asia than just
a 
the ASEAN region (although AID project funds go for ASEAN activities). 

Technonet seeks rore AID funds in FY 1937 to carry on its program until an FY 
project extersion can be considered on the basis of this evaluation. It

has almost exhaus ed S1BI grant funds. During this bridge-funding period, AID 
should closely mooitor Technonet's success in obtaining other donor support.
Technonet expects to hear in July, whether it will1987 receive additional 
Canadian support (Canada was the founding donor). 

1983 
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C. Financial Summary.
 

As of their most recent vouchers in June, 1987, grantee use of SMBI funds was
 
as follows:
 

$ (000)
Grantee Obligated Actual Percentage

lecnnonet 1,200 1 91%_ 
C.T.E. 
 1,000 580 
 58%

A.I.M. 865 355 
 41%

I.S.E.A.S. 
 285 234 
 82%
 

TOTAL 350, 
 10
 

V. IMPLICATIOIS FOR FUTURE AID ASSISTANCE
 

The four grantees under this project fall 
into two basic categories: AIM and
ISEAS are basically supportive of SMB development, and CTE and Technonet are more delivery oriented. The first two had reasonably definitive objectives,
and both made substantial progress toward their achievement. It is easier toproject levels of assistance they require to reach their initial or modified 
objectives. 

A. ISEAS has to complete editing and publication of the remaining draftresearF studies to convey their major findings to ASEAN policy-makers. 
The unexpended grant funds ($51,243) appear adequate for this purpose.

However, about a yer's extension of the grant will be required to complete

this work.
 

B. AIM has developed most of the required country-specific case studies
and has tested the case study approach through workshops in four of five 
countries. However, AIM has concluded that it is not the most effective

organization to train SMBs directly (at the "retail" level). A more
effective role is as a trainer-of-trainers (at the "wholesale" level). 

This coincides with host country organizations' desire to be more active
 
in both the development of the case studies and in the actual 
instruction
 
of the case study approach. This will require AIN to devote more 
future
 
effort to training cooperating organization staffs in the basic case study

preparation and methods of instruction.
 

The evaluation team strongly supports this modification and recommends

that AIL 
 begin to move in this direction as soon as possible. The rather
sizeable u :expended balance of AIM grant funds ($445,151 as of March 31,
1987) is sufficient to achieve a large portion of this modified
objective. At a minivum they appear sufficient to fully complete the process in Singapore and Malaysia, achieve substantial progress in the 
Philippine and Indonesia and to 
have at least initiated the process in
Thailand. Some additional resources may be required to complete the 
process, but will not be required before FY 1989. 
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Further support for Technonet and CTE is less related to specific objectives.

It is more related to how these grantees develop programs that their client
 
base perceives as relevant to their needs. 
 It is also related to the degree

that clients will assume responsibility for their costs. The marketplace will
make a better evaluation of their success than any evaluation team. 

Both these grantees have activities the evaluation found useful to SMBs. 1,e
 
believe continuing AID support at a lower funding level 
(about $500,000 per

year) should be sufficient for them to develop the quality of their programs
to attract more financing by SMBs and other donors by the end of a Phase II
effort of approximately three years. 

VI. EVALUATION METHODOLOGY AND APPROACH 

The evaluation was undertaken over seven weeks between May 12, 1987 and June25, 1987, by a four-person team consisting of Mr. Jay R. Nussbaum (ANE/PD),

Mr. James W. Dawson (Program Consultant), Mrs. Carmen E. Santiago (Small

Business Consultant) and Dr. Anwar Hafid (Economic Consul tanL).
 

The evaluation was initiated in Washington, D.C. by Messrs. Nussbaum and 
Dawson with meetings at the main office of the U.S.-ASEAN Center for
 
Technology Exchange (CTE). On May 18, 1987, 
the U.S. team members joined Mrs.
Santiago in lanila and immediately began a series of interviews with the staff
of the various organizations participating in the project activities. On May
23, 1987, the team split-up and began a two and one-half week series of

evaluations in Thailand, Singapore, alaysia and Indonesia. 

Dr. Hafid joined Ir. Nussbaum in Singapore for the evaluation of the ISEAS
project component and for evaluation of the separate ASEAN/ISEAS Economic
Research and Fellowships Project. During June 3-7, the team, less Dr. Hafid,
reassembled in Manila where it completed interviewing project beneficiaries
 
and began the drafting of the evaluation report. The major findings and

recommendations were reviewed with 
each of the grantees before final drafting
of the report. 

Specific evaluation actions included: 

- Discussions at each of the grantee's main offices where records and 
reports were reviewed; 

- Discussions with U.S. Embassy Commercial or Economics Officers in three of 
the five ASEAN countries visited; 

- Interviews with a very sizeable number of host-country ministry or program
sponsoring organization staff in all five of the countries visited (See
Attachment D) ; 

- Interviews with 42 beneficiaries who had participated in or received 
assistance From one or more of the project sponsored activities.
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VII. PROJECT EVALUATION FINDINGS AND RECOIMENDATIONS
 

[Findings specific to a single component follow the narrative for that
 
component. 
This section lists findings of general importance.]
 

A. SMB development is 
a prime area of ASEAN country interest.
 

All five cooperating governments and the ASEAN technical committee (COIE)

have maintained or increased interest in SMB development since the project was
 
designed (1983). [Brunei Darussalam joined ASEAN in 1984 but has not
 
expressed interest in participating in this project.] AID and other donors
 
are also focusing on Si1B development.
 

B. ,N1GOs are effective in regional and national SMB development.
 

Although the project was carried out with governments' approval , NGOs carried
it out. 
 The NGOs got better and less costly results than do bilateral
 
projects carried out by government agencies. The INGOs even helped SMBs make
 
better use of exist,ng government progrms.
 

The nature of AID's ASEAN operation requires more reliance on 'JGOs than for

bilateral projects. This reliance becomes an advantage for regional

assistance as 
there is less pressure to work through governmental mechanisms.
 
There are no regional government agencies.
 

RECOM'.10JDATION : AID should continue assistance 
to SMBs through support of
 
NGOs serving ASEAII regional SNBs.
 

C. SMBs showed impacts soon after direct interventions.
 

Although the NGOs in this project see their work as long term, it
was possible

to find immediate effects of their training and consultancies. More follow-up

by the NGOs would show them where they are most effective. They were not
 
aware of some impacts apparent in evaluation team interviews.
 

Impacts of this project on individual SMBs are still small on the

macro-economic scale of ASEAN,. However, a picture emerges from these micro
 
impacts and from the ISEAS research on 
how greater effects can be achieved.

Generally policy implications are against massive government spending and for
 
tailoring policy and existing programs to SMB needs.
 

It will he some 
time be fore macro impacts are measurable. Only national macro
 
studies can capture how much employment objectives are reached through SMB

development. The ASEAN informal structure provides a good network for
 
spreading experiences about what works and doesn't.
 

RECOMM,IENDATIOi: AID should continue to evaluate its ASEAN SMB efforts at 
short (about three-year) intervals and should encourage implementing NGOs
 
to do so.
 



D. Short or general training sessions had limited impacts on SMBs; most

beneits came from consulting with experts, factory visits and practical

demonstrations. 

Technonet, CTE and AIM encouraged larger numbers of participants through

training sessions open to many. SMB interviewees found these general training

sessions of little or no 
use. They found formal lectures and written
 
materials too general, too elementary and/or too long.
 

The case method AIM introduced was more successful for teaching general

management practices. SMB interviewees were particularly impressed with the

importance of producing for the market through case studies.
 

SMB interviewees reported benefits from what followed the general sessions: 
individual contact with experts, formal 
consultancies, demonstrations of

equipment or processes, plant visits and interaction with other SNBs. Most of
the technical or managerial changes they attributed to SIBI assistance
resulted from technology transfers separate from or following formal classroom
 
sessions.
 

CTE training sessions made little impact on 
S;MB attendees but served as

introductions to follo'i-on contacts with U.S. 
firms and experts.

Unfortunately these follow-on activities were not closely monitored by CTE.

It is expensive to maintain a relationship with the two sides during lengthy

negotiations leading to a business relationship. It should be unnecessary to

do so once the U.S. and ASEAN firms start their own discussions. However,

only the larger (medium size) SMBs are 
likely to be affected significantly by

this CTE approach.
 

Personnel of cooperating agencies and government officials were more
 
interested in the general training sessions. They were very impressed by the
 
case method. Their interests are served by making them more aware of the
 
broad outline of management and technical fields.
 

This use of formal 
training sessions, plus their role in introducing SMBs to
deeper project benefits, indicates 
they should not be abandoned. Instead, a

belance must be struck between group and more one-on-one benefits to SMBs.

Group approaches spread lesser benefits widely; 
one-on-one approaches cause
 
more 
impact on the fewer SBs reached.
 

This evaluation finds the implementing NGOs have generally sought to reach
large numbers of participants with limited funds. 
 The ?iGOs find one-on-one
 
assistance expensive and are 
not sure of relative impact of this approach.
Self-evaluation through in-depth follow-up with SiB participants would tell
implementing HGOs more about their effectiveness. Interviews would also 
produce success stories with which to seek donor and governmental support.
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RECOMMENDATION: Techniques f.oi general training of larger numbers of
 
participants should be emphasized less than at present, and more emphasis

should be put on one-on-one interventions which have deeper impacts' on
 
SMB s.
 

E. Required annual reports of progress toward or modification of work plans

were not suDmltteo. inis reduced AiD control 
over changes in 1fGlYT]acJivities.
 

The grant agreements called for annual reports indicating how planned

activities were being carried out or modified. 
These were not submitted, nor
 
were modifications requested. While operational problems did not arise,

considerable changes in plan the originalfrom grant agreements were not 
formally documented.
 

The RDO maintained and improved control 
over requests for reimbursement.
 
There were also informal written and oral progress reports by some grantees

that provided part of the picture. However, the drift of some programs into
 
new areas and out of planned areas was not made clear before the evaluation.
 

RECOI,'IEUDATION: The RDO should ask for prompt grantee compliance with
 
the annual report rquirement.
 

F. The evaluation identifies cost-effective ways for AID to continue support
for ASEAN NIGO assistance to SMIBs. 

Given limits on AID ASEAN funds, itwill not be possible to maintain even
 
current levels of funding for SMBI. However, the participating NGOs directly

impact S,,IBs more effectively than bilateral projects or other regional
activities. Each implementing NGO fills a different niche in serving S'1B
 
needs, and each has different funding requirements.
 

Only Technonet will require more FY 1987 funds. 
 It is implementing the
 
project faster than other the NGOs. However, AID support should not become
 
too large a proportion of total Technonet supoort. Technonet must increase
 
other donor support and collection of beneficiary fees. Reduced levels of AID
support (40-600 of 1986-7 levels or $200-250,000 per year) are likely in
 
future years.
 

CTE wias the late starter in the project (itwas incorporated six months after
 
the other grantees were funded). However it has high operating overheals and

activity costs which will require more funding It too
in FY 1988. should 
seek more other donor support and beneficiary fee income. odest support for 
bringing U.S. private sector technology into ASEAN (40-60" of earlier levels 
or 3200-250,000 per year) is justified. 

AI-,M has decided to concentrate future S,IB assistance on training-the-trainers

in the case method. Ha f the funds are left in its grant, and AIH should be 
able to complete a significant round of trainer training in four or five

countries with no additional funding until at least FY 1989.
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ISEAS can finish three series of SiMB studies (finance/control, marketing and
production management) with existing funds in FY 1988. 
 A proposed extension

of the earlier ASEAN/ISEAS fellowships project may be devoted to S,4B

development research. 
 If this is the case, modest AID funding ($50-80,000 per

year) under an S;,IBI 
 extension or the ASEAIN Human Resources Development Project

is justified.
 

Future levels of direct SiJB assistance (Technonet and CTE) of $400-500,000 per

year, and less ($80=120,000 per year for ISEAS and AIIM) for indirect SMB

assistance will maintain an AID/ASEAN S,'1BI 
effort likely to have both direct

impacts on SIBs and to develop further SMB policy and teaching benefits.

Because of the changing nature of SMB assistance, an impact evaluation in 1990

should verify the soundness of continuing AID assistance.
 

RECO,'1MENDATIOIi: AID should provide $500-6C0,000 per year of ASEAN SMBI 
assistance until 1990. 
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VIII. COMPONENIT ANALYSIS 

A. 	 TECHNOIJET ASIA 

1. 	Description of Sub-Component Activities and Status Report

Project activities conducted by Technonet Asia fall 
into four basic
 
categories:
 

- Special Technical Workshops (STEWS); 

- Technical Workshops Cum/Consultancies; 

- Technical Consulting Services; and
 

- Symposiums on Small 
Enterprise and Entrepreneurship
 
Development (SEED) Symposium.
 

A total of 20 Special Technical Workshops have been conducted by Technonet

since the beginning of the project. These workshops vary from one to three

weeks (Average 2.25 weeks) and average approximately 29 participants per
workshop. Their primary focus is 
on the introduction of new technology and on
addressing the problems of small 
and medium businesses (SNB's). They areindustry specific and consist of lectures, discussions and some include visitsto plants where new and improved technology is being utilized. Participants

have paid course fees ranging from $10 to $125. 
 The country distribution of
 
the STEWS has been as follows:
 

- Thailand 5
 

- Singapore 
 4
 

- Malaysia 4
 

- Philippines 
 4
 

- Indonesia 
 3
 

Total 	 20 

Technical Workshops Cum/Consultancies are similar to STEW-S, but 	 tend to be ofshorter duration (average one-week), are more narrowly focused on

subject/o-')blem areas, elicit more participation from the participants and
provide consultancy services for tie participants as a part of the workshop
program. In some instances, participants have attended earlier STE'IS. Todate there has been a total of five technical workshops. Also, it should benoted that the subject matter of both the STE'IS and technical workshops havebeen highly focused on food technology, wood industry products (furniture),
ceramics, plastics and metal work. 
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The project has also entered into 36 contracts for consultancy services withexperts from the U.S., ASEAN and other sources. These services have beenprovided for technical assistance to the various STEW.
S and for direct

assistance to specific industries or sectors. 
 The direct assistance is

normally provided under a cost-sharing arrangement, with the recipient paying
at least a nominal fee. (See Attachments A-5, A-6 and A-7 for a project

training and consultancy services)
 

In addition to the above planned activities, Technonet also planned and

implemented two special Symposiums on Small 
Enterprise and Entreprenuership

Development (SEED). 
 The first of these four-day symposiums was carried out in

Thailand in February 1987, and immediately followed up by a similar symposium

in the Philippines. 
The primary theme of these two symposiums was "MakingSmall 
Enterprise Hore Competitive Through More Innovate Entrepreneurship

Development Programs." 
 There were 170 participants in the Thailand SEED and
 
210 in the Philippine SEED.
 

A summary of planned vs. actual component outputs is as follows:
 

- Special Technical Workshops 
Planned Actual 

a. Number 15 20.0 

b. Participants 450 576.0 

c. Weeks of Training 60 
 42.5 

- Consultancy Services for 
technology transfer (person
months) 75 128.0
 

- Workshops cum/consultancies not specified 5.0 

- SEED Symposium Not specified 380.0
 
(participants)
 

2. Institutional, Administrative and Financial Arrangements/Status
 

Technonet Asia is
a non-stock, non-profit network of sixteen Participating

Organizations (POs) 
from 11 Asian and Pacific countries. It started as a
project of the International Development Research Centre of Canada in 1972,
and became an independent level entity in 1980. 
 As a cooperative network, itaims to improve the quality and efficiency of production of its member

countries' small anni medium industries. It emphasizes the application of"nown and proven processes, methods, techniques and equipment. 

Technonet Asia is governed hy a Council consisting of the heads of its POs.The Executive Committee of the Council acts as the management committee andassists the Executive Director in implementing the Council's mandates.
Coordination and administrative functions are performed at the Technonet 
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Centre which is located in Singapore. The Centre is headed by an Executive

Director who is responsible to the Council. 
 The Centre performs the functions
 
of financial administration, industrial cooperation, program development and
 
program operations. 
The Centre maintains a small staff of approximately ten
 
persons to handle programs operations and overall program administration.
 

Financial Fupport for Technonet is provided by several 
sources. Over the past
two-years eight donor organizations have provided for over 80:" o, Technonet's
total financial support. The remainder is provided by subscriptions from itsPOs (approximately 10%) and from fees charged from its services 
(approximately

3%). 
 During the past two-years A.I.D. has provided approximately 62% of total 
support provided by the donors. 

As of May 31, 1987, Technonet had expended approximately $1,160,000 (97.) of 
the $1.2 million provided under their A.I.D. grant. 

3. Major Findings and Recommendations
 

a. Program Related Findings
 

(1) The design of the Special Technical Workshop requires modification 
in order to achieve its full potential as a training tool. Common themes that
surtaced dur,ng evaluation intervlews with past program participants were that(1) the subject matter of the workshops was generally too basic, (2) the time
period for the longer workshops (over two weeks) was generally viewed as being
too long, (3) too much time was spent in lecture presentations and not enough

time alloted for discussion and plant visits, and (4)some of the lecture

material was viewed as being irrelevant or of only marginal value (history of
the technology and comparative designs in other countries.) Another problem

often cited was the lack of homogenity within the participant group; i.e. a
 
wide range in educational backgrounds, sizes of businesses, and the mixing of
 
government officials with business sector participants.
 

Recommendation: The design of the Special Technical Workshop should be
 
modified to address the comments and suggestions of past workshop
participants. Suggested modifications include:
 

- Modularizing the workshop format in way that would 
permit the more basic introductory material to be 
prescnted during the first several days of the 
workshop. This approach may fully serve the needs of 
those who do not desire an in-depth exposure to the 
technology being introduceJ; e.g. government officials
 
and extension agents.
 

- Using the remainder of the workshop period for in-depth
lectures and discussions, some in-house consultancies 
and for plant visits, when appropriate. 

- Limiting the workshop period to not more than two weeks. 
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(2) Regional workshops are significantly more expensive thai
 
country-level workshops and language differences sometimes make them less
 
etective. ihe cost or 
a Regional worksnop is generaily two to two and
 
one-iialf times the cost of a country-level workshop, and in some instances
 
language differences seriously limited the effectiveness for some of the

participants. While there are some advantages of the regional approach, these
 
advantages appear to more 
than off-set by the cost and language factors.
 

Recommendations: Eliminate the use 
of Regional workshops except in those
 
instances ihere language similarities and cost factors make the use of a
 
regional workshop more feasible than individual country workshops; e.g.

Singapore-Philippines and Indonesia Malaysia.
-

(3) In the move to achieve project targets, the quality of some 

workshops has been diminished. in several instances country program planners

indicatec Lnat tney felt they were pressured by Technonet to push for quantity
in the number of workshops undertaken, rather than for quality programs. They
further indicated that they would prefer to undertake a smaller number of 
workshops and spend more t,ime in producing a quality product. 

(4) In soite of the 
concerns noted above, almost all of the participants

interviewed felt that the training received under the project had been in
 
someway beneficial and relevant to their needs. Of the 22, of tiie
 
participants who responded to a post-training survey (128 respondents), the
 
following behavioral changes were noted as 
the result of the training received:
 

,128%
had undertaken specific changes in business or
 
factory operations;
 

- 44'" indicated that they had undertaken training of their 

staff in the new technologies presented in the workshops.
 

- 63?: had shared the newly acquired knowledge with others. 

- 86% indicated that they plan to implement one or more of 
t're technological innovations learned at a workshop at 
sdcie point in the future. 

Information collected by the evaluation team from over two-dozen interviews
 
with past program participants substantiated the above findings. The vast

majority of persons interviewed indicated that the information gained at the
 
workshops had been very relevant to 
their needs, but that less than one-third
 
had actually applied the knowledge gained. The smaller businesses often cited

the lack of capital and/or credit as 
a major factor for the non-application of 
the new technology. 

The evaluation interviews also indicated that the degree of application of

knowledge learned was extremely wide and of varying intensity. In some
 
instances it was as little as learning about a special testing service that 
could be used to improve the quality control of their product, while in others 
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the application had been extremely comprehensive. For example, one 
Indonesian
 
furniture manufacturer had: 

- Switched to an assembly line production process;
 

- Tightened and improved quality control; 

- Purchased new equipment for the polishing of rattan; 

- Increased employment by 260', from approximately 100
 

before the training to the current level of 260 employees. 

In other instances, a fresh yeast manufacturer in Thailand had learned about

drying and dehydration techniques through 
 a workshop and is now actively
testing methods of producing a dry yeast; while an exporter of dried fruits
cited the training received under the project as being responsible for
substantial improvement in the quality and greater market acectaince of hisproduct. There have also been some institutional 'Enefits gained throughproject related training. As the result of U.S. technical assistace provided
under the project, the Food Technology Division of the Malaysian Agricultural
Research and Development Institute (MARDI) has received official certification
 
for one of their courses from the U.S. Food and Drug Administration (FDA).

See Attachments A-1 and A-2.
 

In summary, the Technonet workshops appear to have been particularly effective
in bringing about improvements in quality control and in improved production
 
processes.
 

(5) The evaluators have found it 
more difficult to document substantial
achievemenf-inthe other non-training orTecnnonet'sareas program; i.e.
business consultancies, information exchanne and the Symposiums on Small

Enterprise andLntrepreneurship Develooment. This is 
to a large degree due to
the granteeTs failure to clearly articulate his objectives in these areas
 
and/or failure to fully comply with the provisions of the grant (Section D-3,
Attachmenc I) dealing with the modification of work plans and internal
evaluation systems. However, a review of project records and reports does 
reveal the fo'lowing salient points: 

- Fees are rarely being collected from firms 
receiving business consultancy services. A check 
of seven activities in which it appeared reasonable 
to collect fees indicated that they had only been 
charged in two cases. 

- The effectiveness of the SEED symposiums as a means 
of imparting knowledge and technology is 
questionable due to the low ratio of ASEANI business 
persons who actually participated. In the case of
 
the Thai symposium, less than half of the
 
participants (78 out of 170) were private sector
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participants from ASEAN countries. 
 The rest were
 
either from non-ASEAN countries or speakers, 
resource persons, secretariat staff, etc. The 
situation in the Philippines was quite similar 
where only 81 out of 210 participants were from the 
ASEAN private sector. (Private sector defined as
non-governmental, including NGO"S, educational
institutions, and the general business community). 

- The large number of beneficiaries (1,314) cited by
Technonet as receiving assistance through
non-workshop activities is somewhat misleading. 
A
 
review of project records and reports indicates
 
that this total often includes persons who were 
also workshop participants. 

Recommendation No. 1: Eliminate the use of the SEED type symposiums
until such time as it can be clearly demonstrated that this approach is 
an effective mechanism for technology transfer, ,management improvement 
and increased employment. 

Recommendation No. 2: Initiate policy and management actions that would
significantly addres-s current problems in the project's cost-sharing
arrangements. Technonet's trend toward declining 
resource mobilization
 
over the past several years indicates that a special effort should be

undertaken during the proposed "bridge-funding" period between the first
and Second Phases of the Project. Future levels of A.I.D. support for 
Phase II of the project should be determined to a large degree by 
progress made during the bridge-funding period. 

(6) There is a need for greater inforiuation sharing regarding
technology matters between similar technical training organizations witrin the
ASEAN region. In several instances tne quality of the training activities is 
one country would have been enhanced if it had access to information from 
another country.
 

Recommendation: Develop improved mechanisms for information sharing between 
similar country cooperating institutions; e.g. between the Division of Food

Technology at MARDI and the Food Technology Center at Kasetsart University. 

(7) There is a need for the Grantee to improve its internal evaluation
 
system to be able to better assess project imDact upon the evaluation criteria

setforth in the reporting and evaluation section of tile grant agreemenc.
Several program implementors have expressed the need track the impact uponto 
program participants for up to three years after receiving training and/or

assistance. A number of the ex-workshop participants have also expressed the
desire to form informal associations so they can continue to share information 
and to make an 
input into the nature and type of future training activities.
 
Such associations may prove useful in developing better post training 
follow-up procedures.
 



vi -Recormendain: Technonet should undertakeefforts to, improve,-their'i­
~internal eva~uation- process in order, to bete assthimacts of~.

thir~prograr-acti tlite s,-and-to- f61 lr complyi ttega agr~eementsy
provisions on re6 tn -and, evaluation" Also, when program
~y'Kiiddjat~bs~re~Provide 
 ammended wiorkplans andsupporting bugt~n cojnto~ihtesbiso of their annual progress report asioutlined in the Reporting and Evaluation,section of<the grant agreement (Section D-3, Attachmnent 1).< \~ 

b. Institutional/Administrative 

()U.S. provided Project support has become the major~source of )
support for ec nonet. During th-ethree-year grant period, U.s. upport
increased from 26o all donor support to Technonet In1985 to 73% in 1987.When compared to total Technonet revenues, ithas Increased from 21% in1985to 62%0 in1987. The primary cause of this increase was due to a decline of
CIDA assistance for core support costs., 
(See Attachment A-3),
 

(2) As U.S. support has Increased, in~come from fees collected hasdecreased. in19R5, fees trom SMB1i activi-ti-es amounted to 7,481 , by 197
thishdecreased to U.S. $2,978.
 

(3) The.SEED endowment fund has not grown as projected in Technonet'soriginal grant proposal. -Technonet had pro eced an increase inthis. fun
-Fronv.S. 4209,000 to U.S. $521,000 by March 31, 1986. Instead the total,
surplus on March 31, 1987 was only $179,384, including the the $105,000 in the 

SEDfund.
 

ihrta-htnicptdntern gemn.
lvl(4) The A.I.D. grant isfinancing Technonet's administrative costs Iat aosdrby 
now appears that A.I.D. isproviding salary and other suppc~rt costs for four
of the Teconet professional staff and that other full-time staff has chargedproject funds for consulting services. TheseItems currently beingare
examined as a part of an Independent financial review being undertaken by the
AID/ASEAN Office. 

Summary Assessment 
­

~Several of the Technonet program Innovations supported by the AI.O. grant
have. demonstrated or show potential as effective approaches for the
Introduction of new and improved technology and-management practices to small
and medium businesses.. By Incorporating the mnodifications rec'ommended In

­

1
Section V,of'-this report we belileve that these approaches can b'further
'improved-and~ade'ore cost effective4. Itistherefore,'recommended, 'subject
)to ,these~ rndificatilons;; that Lfurther, A.1 .0.;,support. be continued at a l. Ievel2~> necessary tofully test th~e effectlveness of~the rnod1fied appv'oaches4A W1e,:.
-estimate; that~this Moul take an ;addltionalvw t~o4threel~years of assistance. 
le aIslo, feel that Techn, netshould, begin~ to redefine'its institutional role
~thin ,thegy ij proj ect'. In ItiIll twsrqir o ae'n a iV o ,In'h

~~?iprogram plns;'and Imlmntto Progress thaNo tproam ha
 
deveope moentm, e believe that Tec hionet shouldIneret an 
 now beginlto~ 

7, 1, 1 1, 
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transfer more responsibility for these actions to its participating

organizations and cooperating associations, with Technonet playing more of a

supporting role than it iscurrently doin. 
 This would allow Technonet,
management more time to focus its effort, (1)developing alternativeon 

sources of funding 
 for program activities, (2) identifying new technologies
and approaches for introduction, (3)improving the quality of on-going

programs, (4)expanding its role in 
 the cquisition of consultants and

technical assistance, and (5) improving evaluation systems. 

Technonet has recently submitted two funding proposals for future A.i.D. 
assistance; a short-term proposal fo' bridging the period from now to the end 
of 1987 and a three-year Phase II proposal beginning on or about January 1,
1988. We have revievwed these proposals in relation to our evaluation findings
and recommendations and our comments are as follows: 

A. Short-term bridee-fundine orooosal . e believe that th2 sug
,o 


level of activity (1i country-specific STEW#S and 1 regional STE.:) is ,verly

optimistic in terms 


. . . . l e L=b t1 su gested 

of the short time frame for planning and implemientation
and the level of A.I.D. funding support available in the immediate future. inview of our evaluation finding we would not recommend the proposed regional

workshop and suggest that the number of country-specific STE1,1S be reduced to

two per country for or This would be much morethis period time. consistent
with tihe level of past project performance and the levels proposed in the
 
Phase ,1 proposal.
 

B. Phase II Proosal:
 

1. The total level of the proposed workshop appears reasonable, but

regional workshops should only be supported if they meet the criteria noted in 
Section V (above). Technonet is proposing 12 country-specific STEW.4S and 6 
regional workshops. 

2. We do not recommend that assistance be Dr-vided for consulting
services until such time as Technonet can demonstrate that it has
significantly improved the cost-sharing arrangements for this activity.
Further, the proposal does not provide a budget projection for thi:s activity 
or a detailed explanation of how the activity will be carried ol!r.. 

3. The proposal requests support for a technical information service
for SMBs and support institutions. W.-e strongly support this concept in 
principle, but again the proposal does not provide enough detail on the
 
aFproach to be taken or the level of support needed for us to make a
 
reasonable judgement about its specific merits. 

4. The proposal requests support for three entirely ne, activities;
i.e. international joint ventures, US-ASEAN businessmen's dialogues and 
inter-ASEAN study missions. In our judgement we feel that the requirements
for assistance in the first two areas are already being largely provided under
the grant to the US-ASEAN Center for Technology Exchange (CTE), and we cannot
recommend additional support for a new Technonet activity in these areas. We 
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would, however, urge greater coordination and cooperation between these two
organizations to see if the needs expressed in the Technonet proposal can be
 
at least partially satisfied under the CTE activities. In the case of the

inter-ASEAN study mission activity we feel that similar activities under the
CTE grant have shown promise and at least deserve further consideration,

particularly if the concept were expanded t, improve information sharing
between similar cooperating institutions. However, as with the CTE study
missions, these costs should be largely borne by the participants themselves.
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B. U.S.-ASEAN CENTER FOR TECHNOLOGY EXCHANJGE, INC. 

1. Description of Sub-Component Activities and Status Report
 

The U.S.-ASEAN Center for Technology Exchange, Inc. (CTE) has provided

assistance to small and medium ASEAN1 businesses through several 
approaches.
Their primary approach has been through the presentation of short seminars,
usually two days, where new and advanced technology is presented to groups of 
ASEAN businessmen and women by representatives of U.S. business organizdtions
and firms. These groups have been as large as 200 participants and as small 
as 27, with the average being close to 75. These initial seminars are

generally for the purpose of introducing a new technology or processes, and
 
are best described as familiarization seminars in the state-of-the-art invarious technical fields. These are often follcwed several months later by
seminars of similar duration dealing with the financial, investment and trade 
aspects of the technology that had been introc!uced in the earlier seminar.
When sufficient interest is shown in pursuing the subject further, technical
missions are organized to allow ASEAN businesses the opportunity to (1) view 
the technology in operation in the U.S., and (2)explore joint-venture and
 
licensing agreements with U.S. firms.
 

In the three-plus years covered by the grant agreement with CTE
(9//814-12/31/87), the grantee proposed to undertake activities that would

result in the following outputs. Actual achievements through December 31,

1986 is shown in the second column.
 

Planned Actual (12/31/87) 

- Training for CEO's, Managers 1740 3303 _1/ 
and technical staff (persons)
 

- Technical Missions to the U.S. 8/190 6/166 

(# Missions/# Participants) 

- On-The-Job Training 15 0 

- Companies Assisted 25 0 

- Searches Completed 75 4 

In summary, CTE has greatly exceeded its planned objectives in the area of 
technical training and technology aquisition, and is generally on schedule in

the area of technical missions to the U.S. Project activities in the areas of
OJT, search services and consulting services for firms have either been 
minimal or non-existent. In the cases of OJT assignments, U.S. firms have
shown a reluctance to such arrangements because of the potential unauthorized 
use of the t~chnoiogy or process being learned. In the case of consulting and 
search services it had been anticipated that ASEAN businessmen would pay a 
minimal fee for these services, but this has proven to be a faulty
assumption. As the result, activities in these two areas have been either 
curtailed or completely discontinued.
 

1/ This figure includes some persons trained in programs that were not
 
funded with AID-funds. However, those trained in AID-funded programs

greatly exceed the total planned output. 



2. Institutional, Administrative and Financial Arranoements/Status
 

The CTE is a U.S. non-profit corporation (P.V.O.) that was created in 1984,

by U.S. business leaders whose organizations had an active history or

interest in business and trade in Southeast Asia. The CTE board is guided in
its activities by special advisory councils in each of the five participating

ASEAN countries whose primary functions are to identify and set priorities
for program activities, and to coordinate project activities in their 
respective countries once they reach the implementation stage. A listing of
the CTE board members and the members of the National Advisory Councils is 
contained in Attachments B-1 and B-2.
 

Overall program management is performed by mainCTE's office in Washington,
D.C., which is assisted by a full time regional representative in Malaysia

and part-time representatives in Indonesia and the Philippines. 
 Program

training activities are generally initiated and implemented by trade and
business organi7ations in their respective countries, and assisted by CTE who

bears primary responsibility for arranging for outside consultants and
tec..i.a..as c . n smaller 
 num.er f cases, usually programs a'ith a
regional focus, CTE has assumed full responsibility for program planning and 
implementation. 

Financial support for CTE activities is drawqn upon from a number of sources.

Over the three-year period between 1985-1987 the total 
of actual and planned
resources available is $2,571,000, of which $I million has been granted by
AID. The percentage attribution of all project support is shown as 
follows:
 

- Fees from Participants 18% 

- Private Sector Cash Contributions 29% 

- Private Sector In-Kind Contributions 21% 

- AID Grant Funds 32%
 
Total T 2/ 

Funds provided under the AID grant are used primarily for (1)the

remuneration and travel costs of U.S. consultants, (2)salary and travel
 
costs of the regional and part-time country representatives (one-half of the
regional representative's salary ir provided by private secLor funding) and

(3)the travel costs of the Washington-based CTE Executive Director. 
All

other CTE administrative expenses (support staff, office rent, utilities,

etc.) 
appear to be covered by non-AID resources. Attachments B-3, D-4, D-5
and D-6 provide detailed information on the level and attribution of support
received from non-AID sources. Attachment B-7 provides a listing of U.S. andASEANJ organizations who have provided speakers or experts for the various CTEtraining activities between April, 190' and December, 1986. 

I/Obtained from financial 
data obtained from CTE, but subsequently

checked against CTE's annual financial 
statements and AID reimbursement

records. This subsequent review indicated that the AID proportion shown 
in Attachment D-2 maybe understated by as much as 6% in 1985 and 2,%in 
1986. However, this difference maybe explained by the use of accrual
accounting procedures by CTE vs. 
the actual receipt of AID reimbursements.
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As of December 31, 1986, CTE had been reimbursed a total of $580,000 from
 
their $1.0 million AID grant, and CTE management has indicated that the
 
remaining funds are sufficient to fund planned program activities to at least
 
the end of the grant period; i.e., December 31, 1987.
 

3. Major Findings & Recommendations
 

a. Program Related
 

(1) CTE has not been as successful in reaching as many small businesses
 
as originally envisioned by the oriainal planners. The very nature of CTE's
 
linkages with both U.S. and local trade associations, national-level of
 
Chamber of Commerces, etc.; and the level of technology being exchanged makes
 
it very difficult for CTE to reach down to the really smill businesses. In 
one instance where data was available, only 17 out of 63 participants in a 
food processing program had annual sales of less than U.S. $5 million.
 

Recommendation: AM should recognize OTE's organizational limitations with 
respect to tneir ability to reach those businesses that are classified as
 
small, and reduce their expectations accordingly.
 

(2) Program participants/beneficiaries generally found the CTE sponsored
 
activities to be useful and relevant to their business problems and needs.
 
Post-training questionnaires indicated that the vast majority oT partIclpantq
 
rated the programs as good to excellent, with only a small majority rating
 
programs fair or poor. Approximately two-thirds of all the responding

participants also indicated an interest in attending future programs.

However, our evaluation findings indicate a more positive response from
 
participants who attended the longer tr2ining programs (3-4 days) as opposed
 
to those who only attended the shorter 1-2 day programs.
 

(3) Several program beneficiaries have been able to cite specific
 
examples of how program related activities have had a positive effect on their
 
business onerations. In one instance an Indonesian participant on a U.S.
 
technical mission gained the information necessary for him to gain FDA
 
approval for a candy that he was attempting to export to specialty shops in
 
the U.S. He is in the process of expanding his current capacity in hopes of
 
being able to break into markets in Japan, Hongkong, Korea and Europe. In
 
another instance, a production manager for a Filipino packaging firm with 40
 
employees attended a 4-day CTE seminar on improved packaging technology.

Using information obtained at the seminar he subsequently up-dated his product
 
line and sent samples to several U.S. firms. He was recently advised that one
 
U.S. firm found his modified product extremely acceptable and that a sizeable
 
order would be forthcoming in July 1987. On receipt of the order the firm
 
will have to increase its present manpower in order to meet the increased
 
produrtion requirements.
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(4) CTE has sponsored a small number of AID-funded activities that areoutside of the program parameters contained inCTE's grant prooosal. On page
2 of Attachment ii, CTE sZated that they woula focus their activilties on
technological and management problems, but not a general economic issues.Nevertheless, they subsequently sponsored an AID-funded program on"International Financial Trends" in October 19835. Their original proposal wasalso quite s)ecific in stating that all U.S. Technical Missions would beindustry specific (page 9, Attachment II of the grant agreement). However, intwo instances this has not been the case; i.e. 
the Malaysian Human ResourcesMission and the Singapore Employee Comnunications Study Mission. 

(5) STE is the only nroject comoonent making any siqnificant effort toutilize the services or z,,e J.S. orivate sector in the irolementation of

project aczivities. 

b. Administrative Related 

(1) Cost for project administration and orogram development aorear to
be significantly higner than a, tzcated 
in tne G...... oriinaI orooosai.One of three major prcgram elements, "Company Assistance, nas never beenimplemented, but there is no explanation of how funds for this activity havebeen reprogrammed. Also, a comparison of actual administrative and programldevelopment costs for the ot' r majortwo elements indicates substantial costoverruns. Further, the level and regularity of remuneration for one specificccnsultant raises the question of whether this person is really performingthe functions a consultant or has in fact become the Program Director in CTE'shead office. Resolution of this problem will have impact the overallan on

level of project related administrative costs.
 

Recommendation: 
 CTE should delineate the role of consultants in the
program development process. If they are in fact perfjrming the role of 
a Program Director or coordinator, the costs of their services should be
treated differently than that of a regular consultant. A cost sharingarrangement similar to the one used for the regional representative inMalaysia would seem acprcpriate; i.e. 5W%paid by AID and 504 paid with
private sector funds. 

(2) The cost of CTE training programs are relatively high when compared

to other project component traininqprograms 
 in several instances the total
cost or VC traini n programs nas run as nigh $25,000 per training day,as 
 or
 an average cost of S333 per participant day. However, it should be noted that
in these instances ?:D contributions to the total cost have 
 only averaged 27o. 

(3) -hQoverall level and trend of Drivate supoort for CTE is fallingshort nc sV 
T 

grant prop osal tea a vl or non-AIDresourcis -n-jar] -T> 'T;T6) of $1,056 ,000. Actual non-AID sunqort was closerto $480,000 (B217,000 from participant fees and S253,000 from other sources),or only 453 of CTE's original projection. However, the level of corporatca:h contributions is somewhat better. They appear to have a level out ataround S190,900 per year against the original projccts of $250,000 to $295,000. 



- 27 ­

4. Summary Assessment
 

On balance, the grantee appears to be making good progress toward the

objectives of the project and the grant agreement. As a brand new

organization at the beginning of the project they mobilized their resour:es

quickly, established the needed linkages with ASEAI business and trade
 
organizations and got their program underaay in
a very timely manner. Overall

project management appears to have been satisfactory in spite of the
 
deficiences previously noted. These deficiences appear to be the type of
problems that can 
be resolved rather quickly by responding positively to the
 
recommendations setforth above.
 

It is difficult to assess project impacts on a project that has only been
underway less than thre years. Nevertheless, the evaluatiun tean feels that
sufficient procress hs been demonstrated to justify continued AID assistance 
to this activity. 

However, the evaluation team noted that CTE was drawn into activities off theplanned focus on technology from the U.S. private ector pale 5 of their
project proposal). These "targets-of-opportunity" activities were largely onexporting to the U.S. Questions arise whether AID should support ,ihat-_nver CTE
activity meets the demand of SIBs in ASEAN or whether an emphasis on exportingto the U.S. is consistent with project objectives. Clearly, it is following
the dictates of tho market to meet S>1Bs demands fcr CTE assistance, anId somedeparture from plan should be permitted to do so. CTE has atzracted S>1B
interest this way that would not have been drawn without this adaptability.
Export to the U.S. involves quality control and other management and 
production disciplines which will help SlBs generally. It is also a good wayto create 
an interest in meeting U.S. technological standards and practices.

In any follow-on activity, some flexibility in these directions are needed. 
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C. ASIAN INSTITUTE OF MANAGEMENT (AIM) COMPONENT 

1. CoMDonent History and Design.
 

(a) Sackqround. When the SMBI Project was designed, the role of fomal 
business ecuca7ion in tne development of SHBs was minimal. SMBs rarely go 
outside the owning family for managers. Only a few educate family members 
as MBAs. AIM and othe- business education institutions trained graduates 
to serve in management of bigger businesses rather than to be 
owner/managers of smaller firms. 

AIM is the premier U.S.-style business school in the region. The Harvard 
Business Scnool helped establish AIN in 1963. it was Principally 
supported by the Philippine business community and tuition charges. it 
serves as a prime source o7 mnagers for larger Philippine And other Asian 
businesses.
 

In 1993 (wn n the jec: was desi ned) interest in small business was 
such that AY w to find a role in SMB development..M AID end 
recognized that there were obstacles. Small businessmen cannot take two 
years off to obtain ABA degres. Most lack educational requirements for 
graduate study. 

A particular concern was whether the case method of teaching business 
administration (by studying real business problems written up to 
illustrate principles of management) would work for SMBs. Such methods 
are noL used in the school systems. Theve were no cases written on ASEAN 
SMBs. 

(b) Project Design. AIM proposed to try to develop cases and courses 
suited to eacning general management principles to SlB managers 
(including owners). The largest element was to be preparation of 60 SMB 
cases. Five AIM faculty were to be trained to teach SB managers. Five 
to 15 courses were to be carried out to test the cases and methodology. 
By the end of three years the effectiveness of the approach was to be 
tested and demonstra ted. 

2. Component Iml-nentstin and Szotus. 

(a) imelem ion.... 

AIM first operitod in the Philippines, writing cases and testing its 
course materials. It later extended training activities to Halaysia, 
Singapore and indonesia. 

Quantitative nrlons for case writi ng are in hand. Of a planned 60 SHB 
cases under AID unding, 41 are comple_,2 and 21 are in process. Several 
others are in , ,:ices,but may be completed outsida the AID grant. Almost 
half (29 of 62) are Philippine cases. Cases cover: finance /control, 14 
cases (23,); rrketing, 14 cases (23A); production, 23 cases (30); and 
other topics, 11 cases (17,) [percentages rounded]. 
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As cases became availabie, courses were prepared (both course materials
 
and faculty had to be prepared to serve SMB needs). The pilot course in
 
Manila took place in November 11-15, 1985. After a final Philippine test
 
July 7-11, 1986, a course in Malaysia was held August 11-14, 1986. The
 
Malaysian co-sponsor was the Malaysian Entrepreneural Development Centre 
(MEDEC). 

Subsequently, AIM has also given courses for SBs in Singapore with 
National Productivity Board co-sponsorship. In Indonesia direct 
instruction of SIB managers did not appear feasible in English.
Case-writing and t-aching training was given to potential trainers with 
co-sconsorspi of LPPI (Lembaga Pengembangan Perbankan Indonesia - the
 
Indonesian Banking Development institute) which is a Central 3ank arm 
serving small business development. Language problems are also expected
for Thailand. AIM is seeking a Thai co-sponsor. 

A three-week course was finally designed to have one-week. segments on 
financ./control, "iarkotinl, and production. These were separated in 
..-.. E pieces in some countries to facilitate attendance of SN3 managers
who cannot leave their businesses for long. Singapore insisted that 
participants take all three segments to have maximum benefit from the 
training.
 

Participants and co-sponsoring agency personnel all found the case method 
a preferred approach to training SNB managers in general business 
principles. Even the first Malaysian course (which used Philippine cases)
had more impact on participants than would have been expected from 
conventional training methods. Writing cases and preparing to use cases 
in their own programs influenced the way the cooperating agencies thought
about SBs. They consider that cases on national SNBs in the national 
language will he the most effective instructional technique for reaching 
target SIB managers. 

By the evaluation (Nay-June, 1987), AIM concluded that work with agencies
responsible for helping S42s would be more productive than AIM directly
teaching SB managers. This "training-the-trainers" role keeps AIM 
training people more accustomed to high educational approaches. It also 
spreads the ultimate reach of case method teach; . 

AIM expects to limit its future 3B involvement to training trainers such 
as staff of the Indonesian, aliysian and Singa..rean cooperating agencies
abroad. In the Philippines it is ccnsidering training and working with 
SIB assistance groups in provincial colleges and universities, especially
church insti utions. 11I also assigns its students as trainee consultants 
to small hsinesses as part of their education. 

(b) 1.omnonnt Outputs. The original PACD (May 31, 1926) has been 
extended--to May 3'-,---7, and extension to May 31, 1988 is under 
consideration. Cases written or to he completed will exceed the taget of 
60. Ten to twelve courses will have been given, about the number expected
(5-15). Faculty training has been less than exoected, but AIM does not 
expect its faculty to train SMBs directly after this project. 
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(c) Component Costs. Only $356,395 of the $800,000 grant to AIM was
 
vouchered for reimbursement on May 26, 1987. This indicates most planned

outputs will have been achieved at well below estimated cost.
 

3. Component Findings and Recommendations.
 

(a) 
 The case method is a successful -- probably a preferred --way to
 
teach general business principles to SMBS.
 

By hindsight, it appears that the use of illustrative cases from firms

similar in language, culture and economic situation to 
those of trainees
 
would make it easier for them to 
relate to what is taught. However, this
 
was not obvious at the start of the project. There are still problems

(e.g., length and complexity of cases for some of the audience, difficulty
 
of writing cases, etc.) to be overcome.
 

The main effect participants reported was that they began to think about 
business problems for themselves rather than expecting teachers to give
foMul a answers . , articu!- bnefit s 2.rep -It, waas hnk aored to 
about producing what the market wants rather than what they can produce

well or at low cost. Cooperating organization staff (often with only

academic exposure to business problems) found their outlook on the world
 
of the SMB greatly enhanced by case writing or instruction. They expect

to do their jobs much be.-_er after their experience with AIM. 

RECOMMEDATION: Further case method training of SMB managers and
 
personnel or agencies charged with helping SMBs is 
a good development
investment for AID, ASEAN, national governments and NGOs. 

(b) AIM successfully implemented programs with the coooerating aeencips.
 

The ability of AIM to work 
in three different situations in Indonesia,

Malaysia and Singapore established its usefulness in the region.

Extension to Thailand appears to 
require only working out an arrangement
 
with a cooperating agency.
 

The task ahead with cooperating agencies is to help them spread the
 
benefits from their own 
staff to the ultimate beneficiaries (SMB

managers). This requires commitment from management of t.e cooperating

agencies as well as proper training of their staff to work with SMBs.
 

RECOi1MEIDATiOIN: Remaining funds in this component and future AID ASEAN
 
SMB assistance should be used to 
assist ASEAIJ cou-try agencies, private

and governmental, to make effective 
use of AIM cases and methods.
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(c) Some beneficiaries reported AIM training enabled them to mak,
 
effectw:- use of government programs targeted at SMBs.
 

This and other evaluations find that few SiMBs make any 
use of services
 
governments offer them. 
 Most AID policy studies (e.g., under the ISEAS 
component) do not recommend more government programs for S,IBs. They find 
SMIBs fail to make effective use of those available. It appears that AIM

teaching, and any other teaching that helps SMBs determine what government
activity is useful to them, may benefit both the SMBs and the agencies

serving them.
 

RECOCIIEIDATION: AID and other SMlB training should include giving SMB 
managers confidence and skills in utilizing available government services. 

(d) This training encouraged regional as well as local networking on SMB 
problens. ASEAXJ coopera3ton, at least in exchanging experiences in S,.IB 
development apoears practical and productive. 

The the benefits of networking at various levels showed during interviews 
with course participants and staff of cooperating agencies. l'here is
still need for more. For example, one evaluator went from a coiurse on
fish processing in one country with limited technical materials to another
 
country where a government agency was printing technical material on the 
same subject. The evaluator felt the two agencies serving similar SIMBs 
could have gained much from an exchange of experiences. 

RECOMMENDATION: AID and other assistance to SMBs at the ASEAN regional
level can be more effective in some areas than country-by-country
efforts. Networking and exchanges among ASEANl SM1B agencies have the 
potential 
for optimizing results of country investments in SMB assistance.
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D. ISEAS COMPONEVIT 

1. Component History and Design.
 

ISEAS is an academic institution interested in political and economic research
 
on 
policy issues in the region. It began in 1968, principally through Ford
 
Foundation support and the Singapore government.
 

AID first supported ISEAS research in 1979 under the ASEAN/ISEAS Economic
 
Research and Fellowships Project (498-0258.10). With amendments, that project

will support 25 fellowships (one per year to a person from the five
 
participating countries) for research on 
food, nutrition, energy, water
 
resources and rural development. That project was evaluated simul taneously

with this project. Relevant results of that evaluation are incorporated in
 
this report.
 

AID and others' experience established that ISEAS was the premier social

science research. center in ASE,,1. W'-hen the S....I ProJect ;-as designed, ISEAS 
was seen as the ideal institution for the policy element of the project. 
 Its
 
role was to investigate constraints to SMB development and to disseminate
 
findings through its publications, meetings and network of influential
 
institutions and individuals in ASEAN. 

2. Project Implementation and Status.
 

ISEAS management and its advisory panel for the project decided to carry it
 
out through separate national studies of three factors -- financial,

marketing and production management. Each of these was to be about one year's

work. 

Associated institutions in the five participating countries suggested team
 
leaders to carry out national studies of each factor. ISEAS suggested

outlines for the national studies to enhance compa'ability of results.
 
Meetings of the national 
teams and general ISEAS oversight coordinated efforts
 
to produce results comparable across countries.
 

A collection of the first studies has been published: "Small and Medium
 
Business Improvement in the ASEAN Region, Financial Factors," edited hy Drs.
Kenneth James and Narorgchai Akrasanee, ISEAS, 1986. It includes an overview 
of the national studies by Dr. Narongchai. Dr. James is the ISEAS project

manager of the SNBI project, and Dr. Narongchai is the adviser' to ISEAS for

the project. 

The other t,'o 
studies are in various draft stages. Drafts of the marketing 
papers were presented at a workshop in February-March, 1986. The production
management drafts were presented at a workshop in April, 1987.
 

http:498-0258.10
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All-.'the -draf-ts-i'equ-ire-considerablfee di n ,buit"ISE-A -x ec s to p b th7- -7
them~in 1987. ISEAS will bring them to usable form-for 'a working group on 
te polify irplicat'ions"in August,,1987. [This working group~was financed
separately from the AID project byESCAP, Canada (IORC) and'Techno'netAsia.J]~ 

The workshops associated with the studies have recommended further studies.
 
The next topic suggested issubcontracting.
 

3. The Studies. 

The financial factors studies general i'y examine attempts inthe fivecountries to provide institutional credit facilities to smaller businesses. 
Sone also examine'the other~sources of' finance used by SMBs. Although ISEAS
suggested a common outline, 'the studies did not exactly com--pare with one 
another., 

(a) ~Overview. An overview paper by -,r. Narongchai Akrasanee focuses 
on degrees of reliance on government vs. private sources of finance for 
should be, the most viable, but notes the need to lower the effective
 
cost of, credit through improving lending practices rather than through

interest rate 'subsidies; Itsees ASEAN cooperation inthe field limited
 
to training personnel 'of lending institutions to 'serve smaller business 

more effectively, further research and joint marketing efforts for 

'­

products of SMBs., Not all the country studies cover all these topics,
so the overview study takes on a character of its own. 

'Indonesia.(b) The Indonesia study is "'Financial Factors Affecting
Small and Medium Businesses in Indonesia" 'by M. Dawarn Rahardjo and
 
Fachry Ali. Itdivides 'firms by size as small ifemploying 1-10 workers

and medium with 10-50. Italso distinguishes different needs of
 
industrial, trade and services Firms. 'Itnotes that few governmenrt,
 
programs 'or commercial banks have reached' smaller firms because these

firms 'cannot comply with requirements. 'Informal lenders and.


'cooperatives are the principal source of 'finance, especially for

operating'funds as distinct from borrowing~for fixed Investments. 
 ' ~ 

(c) Malaysia. 'The Malaysia stuidy is "Study and Evaluation of Existing ~~ 
Fiscalad iancial Policies anid Support for Small and Medium Business~ 

' 

Malaysia" by Che'e Peng Limi. It defines SMBs as below 50 employees.

It reviews Government Incentives which had until recently Inadvertently,
"favored'large' over 'small businesses. incentives (tax, credit " 

' J 

-Current

"and guarantee)" are offered'smal'lJbusiness'. Additionally, Government 

of,imirn groups) benefilts 'SMOs from this ethnic,~ 
p~Ceing 'Frinstan, 'ba nks under the Special Loan 'Scheneof the >'v"their GuarAnteeCorporation Were required to extend at least half of "'',"' "~­thirloans to bumiputera SMBs. 
 - Kiii;. 

iV4V ~ J "z 
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SM i nd ,credi h!j 
e dtrgest problem.' Theycite cstsIof borrowing'-2' .. . ...from-banks -and lack of collIateral.' h hi e : -::el oMany rely' only on their own and

family resources. Special creditsources outside the banking system arepawnbrokers and tontines (informal pools ofamoney for saving and
lending). 

(d) Philippines. The Philippines study Is "Financial Factors andSmall and Mediu Eterprise Development inthe Philippines"~ by Melito S.
Salazar et al. 
 Itsurveys 230 firms with five to 99 employees. Most

firms (a.ut900) startedwith the founder's savings, and almost all
(98%) reinvest profits. Only about 9.5%' got any bank funds initially.
Inlater years, 39% got-ome bank finance. Informal sources were used.

by about 12.6% initially and 22.6',0 inlater years. Firms often cannot..
obtain raw materials on credit but mayhaveto sell on credit to compete
 
inthe market. 
 . 

2Other 
 problems were lack of ready funds (65% had cash to sustain 
operations for less than a month) and short tern borrowing to financelong term investments. Conversely 44... 

. 
of long term borrowing was used
for working capital. Only 30% availed themselves of Government 

Incentives although 61% were aware of them. Most complained of costs
and red tape in obtaining GoVernment aid. Informal loans usually took a .
month to arrange, but 24% were made in a day. Formal loans took a
month
 
to a ayear to arrange..
 

K..........The study recommends that SMEs improve management practices to better
qualify for credit, that lending institutions learn how .to serve. SMBs.. better and that Government maintain current incentives while studying 
2 . ~~Industry-specific probl ems. 


2'2
 

.e) Singapore. The Singapore Study is "inancing of Small and MediumBusinesses ,fngapore" by Ch'ngHak Kee, Tan Loong-Hoe, an d Lim Hua
 
<Sing Itsampl ed 45 small (10-49 employees) and medium (50-99
.2 
 ,emplOyees) manufacturing firms
 

24 ~Official 
data analyzed by the study showed that due to Singapore's~open. .
 
2,,policy 
 toward foreign, investment, between 1963 and 1982 the percentage
of SMBs out of tota businesses declined from 93% 
to 86% and their
 

.employees 
 from 61% to 32%. However,SMBs and the number employed.

Increased close to four-fold, output fourteen-fold and value added
 

2 ~eighteen-fold. 
 . 

,42 The sample firms were 58% directly invulved in export and all may have 

., 

"4 , supplied exporti'ng firms insome way. About 80% were owned at least In
part by management and 40%.were entirely owned by managers and family.

Nine 2percent had no borrowings', 36% had no long term borrowing (but used 

2 4 

'overdrafts anid hire purchase) 'and2 55 use long term' (three years or,2
more) loans, miostly Including Government2 schemes,' Among them thedegree of dependance on such 'finance related to the speed with which the1.2. 

firm~s wanted to ex~pand. 2'22 ~ 

>2>WO2
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Some firms have problems obtaining the most advantageous credit and 
resort to Informal sources. Most, if they chose to do so, have some 
access to the banking system and Government programs. Most have high 
rates of reinvesting profits in the firm. Government policies to phase 
out labor-intensive industries affected some firms adversely. 

Government policies now favor SMBs more 
than in the past. Spin-offs

from foreign investment (in terms of helping develop local
 
entrepreneurs) have not been as great as hoped.
 

(f) Thailand. The Thailand study is "Financial Factors Relating to
 
Small and Medium Business in Thailand" by Narongchai Akrasanee, Viyada

Avilasakul, and Thitiraht Chudasring. It defines cottage industries as 
employing 10 or less workers, small industries 10-49, and mediumindustries 50-200 workers. It deals with non-farm enterprises in four 
provinces in the less developed ,orth East and North regions of
 
Thailand. Agricultural (rice and saw mills), ice plants and printers
 
are excluded, but cottage industries are included to capture non-farm

activities of rural families. Data were collected under W4orld Bank and
 
AID studies of rural and town-based industries.
 

Government data show 90-95' of registered industrial firms are small.
Firms with not more than 5 million baht ($188,000) capital are 95% of 
the total. From 1970 to 1980 North East cottage industries increased in 
number by 34' and small industries by 22%'. Cottage industries also 
increased 20% in the North and South. Hence, while 70% of all 
registered firms were in the prosperous Bangkok and Central regions,
there was potential for rural development through promotion of SM.IBs in 
poorer regions. Nationally, small firms account for 24% of output and 
medium firms 26'. SMBs account] for 51% of all employment and 80% of 
industrial employment in 1979. 

SMBs rely on their own capital for 70-80% of initial investment, over 
60% of their present capital and about 50%1 of funds for expansion.
Commercial bank borrowings were 51'o of total borrowings; 87% of bank 
credits were long term borrowings through roll-over of overdrafts for 
acquisition of land, buildings and equipment. Informal sources,
relatives, friends and chit funds (informal savings and lending pools),
accounted for 42% of total debt and 70' of short term borrowings

(compared to 14%" each for banks and trade credits).
 

Other factors (production/management inefficiency, poor inventory
control, family living expenses) affect the perceived need for credit.
 
However, some unmet demand for formal credit is evinced by heavy 
use of
 
informal credit. Government schemes seem limited in meeting this
 
demand: they provide 1% of total SMB credit while commercial banks 
provide 5%. 
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The commercial banking system works against usury laws (15% 
interest
 
ceiling). This limits incentives to lend to SMBs rather than safer
 
borrowers. Rural bank branches also seek deposits rather than loan
 
business so 
that personnel are not trained to lend to SMBs. Government
 
lending is mostly for agriculture, but this may indirectly support
 
non-farm activities of farm households. Government small industry

credits are inadequate to meet demand and are concentrated in Bangkok
 
due to lack of trained staff in other areas. The Government is also
 
starting a credit guarantee program to reduce need for collateral for
 
small borrowers. 

Suggested changes include allowing banks to count lending to small
industry against government requirements to lend a portion of their
 
portfolios for agriculture. Commercial banks would increase S.MB lending

if allowed higher interest spreads and if staff were trained in SIB loan
 
appraisal. Lending from Government and external 
(donor) sources should
 
seek commercial bank cooperation if enough interest is charged to 
cover
 
higher costs of lending to SIBs. Technical support should be given for
-
training uanlks s .a 

4. Policy Relevence of Studies.
 

So far only limited policy lessons can be drawn 
from the studies. They make
 
few explicit policy recommendations. The studies are academic in approach

and mild in tone about national governments' SMIB programs. They do not make
 
far-reaching conclusions about effectiveness of governments.
 

The October, 1987 working group on policy implications may make explicit
 
some conclusions implicit in the studies. 
 The marketing and production

manageient- "udies will also be available to that working group. Review of
 
drafts of these studies did not change conclusions based on the financial
 
factors studies.
 

The studies generally support findings of oLher AID studies of financing

SMlBs. This is comforting confirmation, but it leaves a sense that there is
 
more to be done before the potential for development research on SMBs is
 
realized. The question is how best to 
approach that potential.
 

There may be better answers after the working group on policy implications
has done its work, but AID can draw some conclusions at this stage. AID 
must consider the merits of ISEAS' style of research. its scholarly
approach results in understatement compared with advocates of policies.
This detachment has made possible the authors' insightful studies of their
 
own countries for an international audience. This same style may make it
 
possible for policy-makers to adopt implicit recommendations which would be
 
rejected out of hand if perceived as criticisms.
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5. Project Management.
 

ISEAS managed the research well. The need to change its project manager
 
late in 1984 put a new person into a project he had not designed, but did
 
not affect support of the work.
 

The national teams each pursued variations on the outline ISEAS had 
suggested for the studies. This did not detract from the individual merits 
of the studies, but it made cross-country comparisons less clear. Given the 
diversity within ASEAN, some diversity of approach may be inevitable. Also, 
it is difficult to obtain uniformity of approach from individuals of the 
caliber of the country research leaders. 

The original Project Assistance Completion Date was May 31, 1986; 'Chis wasextended to May 31, 1987. As of June, 1987, there are still consderable 
editing tasks to bring the second and third series of studies to publication 
quality.
 

0. Component Finances/Costs.
 

Due to questions in Washington, the budget for this component was initially
 
reduced to $200,000, below the $300,000 level recommended by the project

design team. It was later increased to $285,000 by Grant Amendment in June,
 
1986. Although final costs are not yet vouchered, a March, 1987 voucher
 
showed $51,243 unexpended in the grant. With the studies not yet published,
 
an extension of time to bring them to final form might result in drawing

down much of the remainder. 

These costs seem reasonable for the completion of the three planned series
 

of studies.
 

7. Follow-on Activity. 

No further ISEAS activity in the SMBI area was contemplated when the 
evaluation was begun. However, a further ISEAS activity similar to that 
under the ASEAN/ISEAS Economic Research and Fellowships Project 
(Fellowships) has been requested. Itwas contemplated that this new ISEAS
 
activity would be a component of the ASEAN Human Resources Development
 
Project (398-0237) now about to become effective.
 

During evaluation of the Fellowships Project concurrent with this
 
evaluation, ISEAS, the RDO and the evaluators concluded that the procedures 
under that project -- selection of fellows on different topics from each 
country each year -- made it difficult to manage and support research. All 
preferred the SNBI system. They felt the follow-on activity should be set 
up like the S.lBI project. Researchers should be selected with help from 
national institutions working on a common theme acceptable to all. 
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Further discussion centered on AID's interest in pursuing research only on
 
topics within AID's areas of interest. Small business development is an
 
area of AID and ASEA, interest. Also, the present ISEAS SMBI activity has
 
not exhausted the subject. It now appears that the interests of all
 
concerned may best be served by devoting any follow-on AID assistance to
 
ISEAS to SB research.
 

8. COMPONENT FINDI NGS AND RECOMMENDATIONS 

(a) Work is not complete on two of three series of studies although 
the PACD has passed. Funds are available to complete this work if the
 
PACD is extended.
 

ISEAS has consideraLile editing to do to bring the two series from
 
current draft stages to publication stage. ISEAS expects to publish 
them in 1987. The value of work to date will be minimal unless it is 
disseminated. 

RECOMMENDATIONS: a.) The PACD should be extended (about one year) to 
compiete puDilcation of the two series still in draft. b.) In the 
future, ISEAS and AID should make better estimates of the time required 
to bring research to policy-useful completion. 

(b) Research completed and published is of good academic quality. It 
is expected that, when brought to its publication standards, the work in 
draft will also be of nigh quality. This reflects good research 
management Dy ISEAS. 

(c) AID's interest in research on constraints toSAQ..,';,plooment is 
satisfied by the studies published. IS 'S nas begun the proctss or 
bringing out policy implications of its research. 

The working group to meet in August, 1987 on the policy results of the 
studies is not AID-funded [ESCAP, Canada-IDRC and Technonet are funding 
it]. It is taking plac( after the PACD, and it was not explicitly 
required by the project. It should lead to publication of a condensed 
(perhaps pamphlet-sized) report on it's policy findings. This should be 
of more use for policy-makers than the longer, more academic studies 
themselves. Also the working group process should expose the studies to 
better critical scrutiny than this evaluation. 

RECOMIENDATION: Any AID-financed future SMB research should include a 
mechanism for bringing together policy-relevent findings of individual 
studies and for critically extracting and disseminating policy 
impl ications.
 


