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EXECUTIVE SUMMARY

The ASEAN Regional Development Officer (RDO) in Manila initiated the evalua-
tion of the ASEAN Small and Medium Business Improvament Project (SHMBI). The
evaluation took nlace in May-June, 1387.

SMBI was a three-year test of the merits of four non-govarnmental nrganiza-
tions (NGOs). Operating regionally, the NGJs were to nelp small and medium
businesses (SMBs) develop or to identify constraints to SMB development in
participating ASEAN countries (Indonesia, Malaysia, the Philinpines, Singapnore
and Thailand).

1. Technonet Asia was established in 1972 with Canadian assistance to
help meei Tachnical training, consultancy and information needs of SMB8s as
identified by national Particinating Orjanizations {mostly government
agencies in trade and industry ministries). The project continued

Tecanonet servicas to ASEAY SiBs with reqgional and i1.S. axperts,

2. The Asian Institute of Management (AIM) was established in 1957 wWith
darvard 3usiness 5Cno0l tecnnical assistance to train managers of iarge
Philippine and Asian businesses. The project enahled AIM to prepare S¥B
cases and teaching matarials and to test them by teaching SMBs general
mahagement principles.

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

4, The U.S.-ASEAN Center for Technoinav Exchange (CTE) was established
in 1934 with U.S. business community (Chamber of Commerce of the U.S.) and
AID supnort to make U.S. private sector technology available to ASEAN Si13s
through training, consultancies and business-to-business relationships.

The evaluation was to detarmine whether the regional NGOs were cost-effacti. e
in promoting Si3s and employment. Effectiveness was to be measured in terms
of short term impacts on SM8s rather than institutional developmant of the
NGIs and national coonerating agencies.

Many in-depth interviews with SMB participants were conductad by a Philippine
small businesswoman-psychologist to determine impacts on how they do business
as a result of project activities. Twd AID officers {one active and a
designer of the project, one retired) familiar with AID attempts to serve SHBs
examined NGO operations. An Indonasian scholar active in SMB assistance
anoraised ISEAS research in identifying constraints tn SMB development.

The evaluation found concrete impacts on S$HBs, Participants improved use of
technoiogy and/or general management practices. Emplovment imoacts were
rositive, but macro-economic studies are necassary to measure S$}B 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 SiBs.

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

The ASEAN countries' intarest in SMB development has increased over project
Tife. Even Singepore, 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 Timited 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/ASEAN 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 leve]. The
ASEAN countries can also profit from sharing their lessons learned in SM8
development.

Lessons learned of broad importance are:

(i) the case method has great promise for teaching SMBs general
managementprinciples; and

(1) a design team member on an evaluation team can usefully compare
original desiqgn intent with actual outcome.
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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. AStAl regional activities dezveloped gradually as the member nations
(now Srunei Darussalam, Indonesia, Malaysia, the Philippines, Singapore and
Thailand) decided on areas and mechanisms for cooparation. 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 menibers lead the dialogues with Australia, Canada, the
European Commurity, Janan and New Zealand.

The dialogue includes all tepics 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 AStAN countries, Indonesia, the Philippines and Thailand, each have
bilataral AID program levels saveral times the ASEAY regicnal program leval.
The remaining ASEAMN countries had no previous AID assistance as they were
above incom= levels for bilateral assistance.

ASEAHN 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 singie
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 (SMBI), 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. Tne 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, 1ining and Energy -- COIME. MNational members of COIME were from
ministries of trade and industry. COIME subsequently approved the SMBI
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 procass
also designates national agencies with which ASEAN projects should ccoperate.

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

There is no ASEAN definition of "small" or "medium" business. Each government
has its own definition. The ceiling for small and medium business (Si8)
varies frcm 100 to 500 employees. Some governments also consider capital
invested a factor in qualifying as smail or medium business. Generallv, the
project covered businesses with no more than 200 emploves=s.

B. AID Manaaement of ASEAW Projects.

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

Considerable RDQ 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 NGOs 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 hecause
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 granteze financial accounrting 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 fey
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 ASEAMN.

Since the early 1280s, AID strategy for Asja and for the three bilateral
assistance countries {Indonesia, the Philippines and Thailand) has emphasized
non-farm emnloyment. The ASEAN countries (excent 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 SpMB aevelopment. AID and other donor
interest in SMBs has also increased.

Singapore, the exception in the region, initially sought only lTabor-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 Singapore
enjoyed rapid industrial growth largely through hosting large foreign
businesses. It now seeks to develop more national small enterprises.

IT. PROJECT DESIGN

The project was designed on the premise that, while many governmants try to
promote SBs, 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 was designed to test #GO
approaches to SMB development.

When the project was designed in mid-1983, it was not clear how effective the
regional NGOs would be. Only one, Technonet Asia, had a proven record of
helpirg SMBs. 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 SMBs.

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 SMBs and the U.S. private sector. This led to the founding of a
new NGO, the U.S.-ASEAN Center for Technology Exchange (CTE), in 1984. It was
then added to the project. CTE was dedicated to SiB development but was
unproven in the field.

Because of these uncertainties, project 1ife was limited to three rears
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 NGOs was of secondary intarest.

It was assumed that impacts on small businesses would occur soon after
development interventions. SMBs have short time horizons. They aither accept
or reject advice quickly. Evaluation after brief implementation only makes
sense if this assumption is valid. As expanded below, imnacts 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. "On]y
limited interaction has occurred. CTE has helped Technonet get an American
expert (in pasta-making) for one of its technical workshops. ISEAS is working
with Technonet to define policy implications of its research studies,

[II.  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, scme common points were in *he original design or
nave emerged in the evaluation process.

Five overall project objactives were set forth in the Project Paper as
evaluation criteria for the implementing NGOs:

1 SMB Development Objectives. All the YGOs sarved
2 ¢raased proguctivity and employment. OCnly in

was there specific reference to national develcpment plans.

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

to national plans, but almosi no reports of this sort were made, [There

are more comments on renorting problems below.]

2. Impact on SMBs. Technonet had the most direct impact by delivery of
technical resources to SiBs. CTE has begun direct delivzry of U.S.
private sector technoloay, tut seems to serve medium rather than smal]
ASEAN firms. AlIM has conducted general management training for SMBs but
expects its future impact to 1ie in training traizers rather direct
service to SMBs. ISEAS research is totally indirect by helping make
policies and agencies serving 3MBs more effective.

The NGOs were to nave tracked their impacts but did only cursory follow-un
of effects on SMBs trained. These were limited to serding out
questionaires to former participants in training courses. Only a smali
percentere rere returned. These captured only a small part of actual
impscts- -~ e follow-up appears indicated, but must be designed with cost
consideraticns in mind.

The in-depth interviews by the evaluation team showed more and different
impacts than the H5Cr raycrted, A common reaction to Technonet WOrksShops
Was that general ses:ions were only the appetizer, the SHBs benefited most
from consultancies and/or plant visits which fallcwed Worksnops.
Converszly, government:industrial extension personnel in courses wanted
more acedemic traxinirg. Observation of these trends led to specific
recommendations for modularizing training to provide seqments which better
fit needs of different audiences.
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Participants want follow-up. This includes nelp tailored to both tech-
nical and general management needs. They also want g continue meeting
one another to exchange information and express collective needs to
governments. There is scove for optimizing HGO performance by conducting
in-depth interviews of their own to Find out what their participants need
and get,

A basic dec<ign trade-off is between reaching more 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 SiBs'
individual time with consultants.

3. Impact on sSMB Employment. Only a few of intarviewed participants
reported higher employment by their own firms. Many indicated they were
still considering improvements or expansion but would effect change only
graduelly. The gradual approach was at:ributed to cultural patterns but
may also reflect the nesd to accumuiate capitail before investing in new or
expanded activitics.

A number of SMBs reported actual or planned increasas in emplcyment. They
expected that introducing labor-saving technology would not result in
firings but in redeployment of employees. This feeling was strongest in
the 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 reportad as more likely through new firms under the same owners
rather than through expansion of the present firm. There are requlatory
and tax reasons as well as cultural reasons for this practice.

Tnere are at least anecdotal indications that the project improved S8
employment. The project is too small to be expected tc have

macro-economic effects on employment. Macro studies for country strateqgy
development should verify and quantify employment affects of SHB expansion.

4. Cost-Effactiveness of Regional Approach. Evaluation of the components
shows outputs were achieved within cost estimates. Some outputs exceeded
targets while costs were held below estimates. Savings result from using
the same consultants and other inputs to serve several countries.
Technonet held some regicnal workshops which encountered lanquage
barriers. Otherwise, all components made batter use of resources than on
single country projects.
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As a regional project, SMBI was able to concentrate on NGOs rather than
government agencies. NGOs are cartainly cheaper per unit of output than
most government agencies. The evaluation also finds NGOs more effective
with SiBs.

One Technonet affiliate, APPROTECH, takes a "South-South" approach. This
holds that it is more appropriate for daveloping countries to share
tachnology than to import technology designed for advanced countries.
This would be highly unlikely to be tried under a bilateral project.

In the policy arena, the sharing of SMB developrent experiences should be
helpful. Especially useful is sharing in ISEAS low-key scholarly
atmospnere. This makes possible analysis of current weaknesses and
presentation 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 ASEAN SMBs. Al
concerned Tound U.S. consultants ang ocier technoiogy sources more
expensive and less readily available than other non-ASFAN sources.
National cooperating agencies only looked for U.S. sources when their
"usual" sources were not available. They also were concerned wather U.S.
experts would be suitable for work with ASEAN Si8s.

Cnly CTE and Technonet were affected by this objective. Technonet used a
few U.S. consultants (one with CTE help) and concentrated on more consul-
tancies 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
considerations allow.

dhether greater efforts should be made and costs incurred to bring in more
U.S5. technology is a question for those who formulate AID's budget.
Competing countries are spanding vastly greater amounts than AID can for
assistance that exposes ASZAN countries to their private sector
technology. For the moment, CTE's cost conscious efforts appear wor ch
continuing, but cost considerations rule out anything much larger.

Anotner criterion for evaluating CTE and Technonet was the degree of reliance
on AID funding. Both anticipated major non-AID support for general
administrative costs. Tne amount of fees paid by SMB 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 1imited
fee Tevels in the face of competition from other donor sources. Technonet has
slipped in both other donor support and in foo collections. It is also
limited by competition. Both 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/INSTITUTIONAL 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 activities and an evaluation of how progress
relates to the five evaluation criteria in sections ITI. 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 grant is what is acciually being undertaken by the grantee,
This places an extra burden on the AID project manager and evaluators to
determine whether grantee activities are wha® was originally intendad.

While 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 rencrting provisions. If alternate reporting procedures are
adopted, these should he formally prescribed in writing.

3. Support ..f Tecnnonet.

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 iMarch 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 relationsnip 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 a wider area of Asia than just
the ASEAN region (although AID project funds go for ASEAN activities).

Technonet seeks rore AID funds in FY 1987 to carry on its program until an FY
1983 project extension can be considered on the basis of this evaluation. It
has almost exhaus*~d SMBI grant funds. During this bridge-funding period, AID
should closely monitor Technonet's success in obtaining other donor support.
Technonet expects to hear in July, 1937 whether it will receive additional
Canadian support (Canada was the founding donor).



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
fecnnonet ) L , 161 97%
C.T.E. 1,000 580 58%
A L., 865 355 41%
I.S.E.A.S. 285 234 82%
TOTAL 3,350 2,329 70%
V. IMPLICATIONS FOR FUTURE AID ASSISTAMCE

The four grantses under this project fall into two basic categories: AIM and

ISEAS are basically supportive of SHB development, and CTE and Technonet are

more celivery orientad. The firs:t two had réasonably definitive objectives,

and both made substantial progress toward their achievement. It is easier to
project levels of assistance they require to reach their initial or modified

objectives.

A. ISEAS has to complete editing and publication of the remaining draft
research studies to convey their major findings to ASEAN policy-makers.
Tne 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 studv 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" Tevel).

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 AIM to devote more future
effort to training cooperating organization staffs in the basic case study
preparation and methods of instruction.

Tne evaluation team strongly supports this modification and recommends
that AIM begin to move in this direction as soon as possible. The rather
sizeable unrexpended balance of AIM grant funds (%445,151 as of March 31,
1987) is sufficient to achieve a large nortion of this modified
objective. At a minimum they appear sufficient to fully complete the
process in Singapore and Malaysia, achieve substantia) progress in the
Philippine and Indonesia and to have at least initiated tho process in
Thailand. Some additional resources may be required to complete the
process, but will not he required before FY 1989.
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Further support for Techncnet and CTE is Tess 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 marketnlace will
make a better evaluation of their success than any evaluation team.

Both these grantees have activities the avaluation found usaful to SiBs. 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 SiBs and other donors by the end of a Phase I

effort of approximately three years.

VI. EVALUATIOH METHODOLOGY AMD APPROACH

The evaluation was undertaken over seven weeks between Hay 12, 1987 zand June
25, 1987, by a four-person team consisting of Mr. Jay R. Nussbaum (ANE/PD),
fr. James W. Jawson (Program Consultant), Mrs. Carmen E. Santiago (Smzil
Business Consultant) and Dr. Anwar Hafid (Economic ConsuTtant).

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

Dr. Hafid joined Mr. MNussbaum 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 werza reviewed with each of the grantees hefore final drafting
of the report.

Specific evaluation actions included:

- Discussions at each of the grantee's main offices where records and
reports wers 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 AMD RECOMMEMDATIONS

[Findings specific to a single component follow the narrative for that
component. This section 1ists findings of general importance. ]

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

A1l five cooperating governments and the ASEAN technical committee (COIME)
have maintained or increased interest in SMB development since the project was
designed (1983). [Brunei Darussalam joined ASEAN in 1984 but nas not
expressed interest in participating in this project.] AID and other donorsg
are also focusing on SMB development.

B. NGOs are effective in regional and national SiB development.

Although the project was carried out with governments' approval, NGOs carried
it out. The NGOs got betier and less costly results than do bilateral
projects carried out by government agencies. The NGOs even nelped SMBs make

PR
better use of existing government programs.,

The nature of AID's ASEAN operation requires more reliance on NGOs than for
bilateral projects. This reliance becomes an advantaqge for regional
assistance as there is less pressure to work through governmental mechanisms.
There are no regional government agencies.

RECOMMCHDATION:  AID should continue assistance to SMBs through support of
NGOs serving ASEAN regional SiBs.

C. SMBs showed impacts soon after direct interventions.

Although the NGOs in this project see their work as Tong term, it was possible
to find immediate effects of their training and consultancies. HMore 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-econcmic scale of ASEAN. However, a picture emerges from these micr
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 be some time bofore macro impacts are measurable. Only national macro
studies can capture nhow much employment objectives are reached through SMB
develcpment. The ASEAN informal structure provides a good network for
spreading experiences about what works and doesn't.

RECOMMENDATION: AID should continue to evaluate its ASEAN SMB efforts at
short (about three-year) intervals and should encourage implementing NGOs
to do so.
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D. Short or general training sessions had 1imited impacts on SMBs: most
benefits came from consulting with experts, fractory visits and practical
demonstrations.

Technonet, CTZ 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 Tong.

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 otner SH3s. Most of
the technical or managerial changes they attributad to SMBI assis:tance
resulted from technology transfers semarate from or following formal classroom
sessions.

CTE training sessions made 1ittle impact on SMB attendees but served as
introductions to follow-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 Tikely 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 SiBs 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 SVBs.
Group approaches spread lesser benefits widely; one-on-one approaches cause
more impact on the fewer SHBs reached.

This evaluation finds the implementing NGOs have generally sought to reach
large numbers of participants with limited funds. The '1GOs 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 MGJs more about their effactiveness. Interviews would also
produce success stories with which to seek donor and governmental support.
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RECOMMENDATION: Techniques for general training of larger numbers of
participants should be emphasizad less than at present, and more emphasis
should be put on one-on-one interventions which have deeper impacts on
Si8s.

E. Reguired annual reports of progress toward or modification of work plans
Were not submittea. In1s raduced AID control over changes 1n lGD activities.

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. 'hile operational problems did not arise,
considerabie changes in pian from the original grant agreements were not
formally documented.

The RDO maintained and improved control over requests for reimbursement.
There were also informal written and oral pregress reports by some grantees
that provided part of the picturs. However, the drift of some pregrams into
new areas and out of planned areas was not mace clear bafore the evaluation.

RECOMMENDATIGN:  The RDO should ask for prompt grantee compliance with
the annual report r:quirement.

F. The evaluation jdentifies cost-effective ways for AID to continue support
for ASEAN !GO assistance to SHMBs.

Given 1imits on AID ASEAN funds, it will not be possible to maintain even
current levels of funding for SMBI. However, the participating NGOs directly
impact SiBs more effectively than bilateral projects or other regional
activities. Each implementing NGO fills a different niche in serving SHB
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 beccme
too large a proportion of total Technonet support. Technonet must increase
other donor support and collection of benaficiary fees. Reduced levels of AID
support (20-60% of 1986-7 levels or $200-250,000 per year) are likely in
future vears.

CTE was the late starter in the project (it was incorporated six months after
the other grantees were funded). Howaver it has high operating overheads and
activity costs which will regquire more funding 1in FY 1988. It too should
seek more other donor support and beneficiary fee income. itodest support for
bringing U.S. private sector technology into ASEAN (40-50% of earlier levels
or $200-250,000 per vear) is justified.

Al has decided to concentrate future SMB assistance on training-the-trainers
in the case method. Half the funds are left in its grant, and AI1 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 SMB 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 SMB
development research. If this is the case, modest AID funding ($50-80,000 per
year) under an SHMBI extension or the ASEAN Human Resources Development Project
is justified.

Future Tevels of direct SMB assistance (Techncnet and CTE) of $400-500,000 per
year, and less (380=120,000 per year for ISEAS and AIM) for indirect Si1B
assictance will maintain an AID/ASEAN SHBI effort Tixely to have both direct
impacts on Si18s 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 scundness of continuing AID assistanca.

RECOMMENDATION:  AID should provide $500-6C0,000 per year of ASEAN SHBI
assistance until 1990.




-14 -
VIII. COMPOMENT AMALYSIS

A, TECHNONET ASIA

1. Description of Sub-Component Activities and Status Report
Project activities conducted by Technonet Asia fall 1nto four basic
categories:

- Special Technical Workshops (STEWS):
- Technical Workshops Cum/Consul tancies;
- Technical Consulting Services; and

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

A total of 20 Special Technical Workshons have been conducted by Technonet
since the beginning of the project. Thesa workshops vary from one to three
weeks (Average 2.25 weeks) and average approximately 29 participants per
workshop. Their pirimary focus is on the introduction of new technology and on
addressing the problems of small and medium businesses (SMB's). They are
industry specific and consist of lectures, discussions and some include visits
to plants where new and improved technology is being utilized. Participants
have paid course fees ranging from 310 to $125. Tha 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 STEWS, but tend to be of
shorter duration (average one-week), are more narrowly focused on
subject/orablem areas, elicit more participation from the participants and
provide consultancy services for the participants as a part of the workshop
program. In some instances, participants nave attended earlier STEWS.  To
date there has been a total of five technical workshops. Also, it should be
noted that the subject matter of both the STEWS and technical workshops have
been highly focused on food technology, wood industry products (furniture),
ceramics, plastics and metal work.
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The project nas also entered into 36 contracts for consultancy services with
experts from the U.S., ASEAN and other sources. These services have been
provided for technical assistance to the various STEWS 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 "Making
Small Enterprise ilore Competitive Tnrough More Innovate Entrepreneurship
Development Programs." There were 170 participants in the Thailand SEED and

210 in the Philippine SEEZD,

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

Planned Actual

- Special Technical Workshops
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
- vorkshops cum/consultancies not specified 5.0
- SEED Symnosium 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 Cenire of Canada in 1972,
and became an independent level entity in 1980. As a cooperative network, it
aims to improve the quality and efficiency of production of its member
countries’ small and 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 and
assists 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 cupport 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 its

POs (approximately 10%) and from fees charged from its services (approximately
3%). During the past two-vears A.I1.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 Reccmmendations

a. Program Related Findings

(1) The design of the Special Technical Workshop requires modification
in order to acnieve its rull potential as a training tool. Common themes that
surfaced during evaluation inteérviews 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 Tong, (3) too much time was spent in lecture presentations and not enough
time alloted for discussion and plant visits, and (4) some of the Tecture
material was viewed as being irrelevant or of only imarginal value (history of
the technolsgy 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 Jorkshop should be
modified to address the comments and sugqestions of past workshop
participants. Suggested modifications include:

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

- Using the remainder of the workshop period for in-depth
lTectures 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 than
country-level workshops and Tanguage differances sometimes make them less
errective. The COST Of a Regional WOrKsnop 1s generally w0 TO two and
one-nalt times the cost of a country-level woikshop, and in some instancas
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 where 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
workshons has been diminished. In several instances country program planners
Tndicatea that they relt 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 smallar number of
WOrshops and spend more time in producing a quality product.

(4) In spite of the concerns noted above, almost all of the participants
interviewed felt that the training received under the project had been 1in
someway beneficial and relevant to their needs. OF the 227 of the
participants who responded to a post-training survey (128 respondents), the
following behavioral changes were noted as the result of the training received:

- 28% 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.

- 6% had shared the newly acquired knowledge with others.

- 86% indicated that they plan to implement one or more of
tiie technological innovations learned at a workshop at
561e point in the future.

Information collected by the evaluation team from over two-dozen interviews
with past progr.m 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 anplication 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 he used tc improve the quality control of their product, whila in others



-18 -

the application had been extremely comprehensive. For example, one Indonesian
furniture manufacturer had:

Switched to an assembly line production procsss;

- 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 250 employees,

In other instances, a fresh yeast manufacturer in Thailand had learned about
drying and dehydration techniques through a worksheon and is now actively
testing methods of producing a dry yeast; while an gxportar of dried fruits
cited the training received under the project as being responsible for
substantial improvement in the quality and Greater market accectance of his
proguct. There have alss been some institutional benefits gained tinrougn
project related training. As the result of U.S. technical assistance provided
under the project, the Food Technelogy Division of the Malaysian Agricul tural
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 nhave found it more difficult to document substantial
achievement in the other non-training areas or lechnonet's prodram: 71.e.
business consultancies, information exchanage and tha Symposiums on Small
Enterprise and Entrepreneurship Develooment. Tnis 75 to a Targe dearee cue to
the grintee’s failure to clearly articulate his cbjectives in these areas
and/or failure to fully comply with the provisions of the grant (Section D-3,
Attachmenc 1) dealing with the modification of work plans and intzrnal
evaluation systems. However, a review of project records and reports does
reveal the following 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 sympasiums as a means
of imparting knowledge and technology is
questionable due to the low ratio of ASEA! 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, secCretariat 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 NG0"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
a1so workshop participants.

Recommendation MNo. 1: FEliminate the use of the SEED type symposiums
until such time as 1T can be clearly demonstratad that this approach is
an effective mechanism for technology transfer, management improvement

and increased employment.

Recommandation No. 2: Initiate policy and management actions that would
signiticantly address 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 Phascs of the Project. Future levels of A.I.D. support for
Phase II of the project should be determined to a large deqgree by
progress made during the bridge-funding period.

(6) There is a need for greater information sharing regarding
technoloay matters Detween similar technical training organizations witnin the
ASEAN region.” In several instances the 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 hetter assess projact imoact upon tne evaluation criteria
setrortn 1n the reporting and evaluation section of the grant aqreemenc.
Several program impTementors have expressed the need to track tho impact upon
program participants for up to three years after recaiving 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,
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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 is currently doing. This would allow Technone*
management more time to focus its effort. on (1) developing alternative
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 acuisition of consultants and
technical assistance, and (5) improving evaluation systems,

Technonet has recently submitted two fur.ding proposals for future A.I.D.
assistance; a short-term proposal for bridging the period from now to the end
of 1987 and a three-year Phase II proposal Gaginning on or about January 1,
1388. We have reviswed these proposals in relaticn o our evaluation findings
and recommendations and our comments are as follows:

A. Short-term bridge-funding oroposal: We believe that thao suggested
lTevel of activity (15 country-speciric STEWS and i regional STEYW) is uverly
optimistic in terms of the short time frame for planning and impismentation
and the level of A.LI.D. funding support available in the immediate rature, In
view of our evaiuation finding we would not recommend the proposed reqional
workshop and suggest that the number of country-specific STEWS be recduced to
two per country for this period of time. This would be much more consistent
with the level of past project performance and the levels proposed in the
Phase 71 proposal.

a

B. Phase 1l Propnosal:

1. The tota' 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-spacific STEWS and 6
regional workshops.

2. We do not recommend that assistance be nravided 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 this activity
or a datailed explanation of how the activity will be carried ou-.

3. The proposal requests support for a technical information service
for SiBs and support institutions. Ve strongly support this concept in
principle, but again the proposal does not provide enough detail on the
approach 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 new activities:
i.e. international joint ventures, US-ASZAN businessmen's dialogues and
inter-ASEAIl study missions. In our judgement we feel that the requirements
for assistance in the first two areas are already being Targely provided under
the grant to the US-ASEAM 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 2xpresszd 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 jeast deserve further consideration,
particularly if the concent were expanded tc improve information sharing
between similar cooperating institutions. However, as with the CTE study
missions, these costs should be largely borne by the participants themsa]ves.
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B. U.S.-ASEAM CENTER FOR TECHMOLOGY EXCHANGE, INC.

1. Descrintion of Sub-Component Activities and Status Report

The U.S.-ASEAN Center for Technology Exchange, Inc. (CTE) has provided
assistance to small and medium ASEAN businesses through several approaches.
Their primary approach has been through the presentation of short seminars,
usually two days, whore new and advanced technology is presented to grouns of
ASEAN businessmen and women by representatives of U.S. business organizations
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 on the state-of-the-art in
various technical fields. These are often follrwed several monchs later by
seminars of similar duration dealing with the financial, investment and %rade
aspects of the technology that had been introcuced in the earlier seminar.,
When sufficient interest is shown in pursuing the subject further, technical
missicns are organized to allow ASFAN businesses tha 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
(3/1/34-12/31/87), 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 CEQ'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
0JT, 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 raluctance to such arrangements because of the potential unauthorized
use of the teachnoiogy 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 eithar
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
areatly exceed the total planned output.
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Institutional, Administrative and Financial Arrangements/Status

Tne CTE is a U.S. non-profit corporation (P.V.0.) that wWas created in 1984,
by U.S. business leadaers 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 Mational Advisory Councils is
contained in Attachments 8-1 and 9-2,

Overall program management is performed by CTE's main 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 organirations in their respective countries, and assisted by CTE who
bears primary responsibility for arranging for outside consultants and
technical assistanca. In 2 smaller number of cases, usually programs with a
regional focus, CTE has assumed full responsibility for program planning and
implementation.

Financial support for CTE activities is drawn 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 31 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 Toog - 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 is provided by private sccior funding) and
(3) the travel costs of the Washington-based CTE Exacutive Director. Al]
otner CTE administrative expenses (support staff, office rent, utilities,
etc.) appear to be covered by non-AID resources. Attachments g-3, D-4, D-5
and D-6 provide detailed information on the Tevel and at:iribution of support
received from non-AID sources. Attachment 8-7 provides a listing of U.S. and
ASEAN organizations who have provided speakers or experts for the various CTE
training activities between April, 1927 and December, 1986.

2/obtained from financial data obtained from CTE, but subsequentiy
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 reimbursad a total of $580,000 from
their $1.0 mi11ion 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 original planners. The very nature of CTE's
linkages with both U.S. and local trade associations, national-lavel of
Chamber of Commerces, etc.; and the level of technology being exchanged makes
it very difficult for CTE to reach down to the really small businesses. In
one instance where data was available, onlv 17 out of 63 participants in a
food processing program had annual sales of less than U.S. $5 million.

Recommendation: AID should recognize CTE's organizational limitations with
respect to their ability to reach those husinesses 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 prohlems and needs.
FOST-training questionnaires indicated that the vast majority of participants
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 triining 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 operations. 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 speciaity 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
Tine 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

production requirements.
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(4) CTE has snonsored a small number of AID-funded activities that are
outside of the nrogram parameters contained ina Cit’'s grant proposal. On page
2 of Attachment II, CiF stated that they woula focus their activities on
technological and management problems, but no: a general economic issues.
tlevertheless, they subsequently snorsored an AID-funded program on
"International Financial Trends" in October 1983, Their original proposal was
also quite ssecific in stating that all U.S. Technica] Missions would be
industry specific {page 9, Attachment II of the grant agreement). However, in
two instancac this has not been the case; i.e. the Malaysian Human Resources
Aission and the Singapore Employs2 Communications Study Mission,

(5) CTE is the only project comoonent making any sianificant effort to
utilize the sarvicss ar tne J.5. private sector in the irpiementation oT
project activities.

b. Administrative Rela*ad

(1) Cost for orojsct acministration and orogram develocment aonprear to
58 51GnifiCantly Nicner tnan anticipatsd 9N ire arantse’s original proposal.
Une or three major program efements, "Company Assistance™, nas never been

implemented, but thers is no explanation of how funds for this activity have
been reprogrammed. Also, a comparison of actua] administrative and program
develcpment costs for the ot ~r two major elements indicates substantial cost
overruns. Further, the level and reqularity of remuneration for one specific
censultant raises the question of whether this person is really performing

the functions a consultant or nas in fact become the Program Director in CTE's
head office. Resolution of this problem will have an impact on the overall
level of project related administrative costs.

Recommendation: CTE should delineate the role of consultants in the
program development process. If they are in fact perf.rming the role of
a Program Director or coordinator, the costs of their services should be
treated differently than that of a reqular consultant. A cost sharing
arrangament similar to the one used for the reqional reorasentative in
Malaysia would seam appropriate; i.e. 50% paid by AID and 507% naid with
private sactor funds.

(2) The cost of CTE training proqrams are relatively hiih when compared
to other project comoonent training nrograms. [n several instances tne total
cost or Clz Training programs nas ruil 4 nigh as 325,000 per training day, or
an average cost of $333 per participant day. rlowever, it should be noted that
in these instances AID contributions to the otal cost have only averaged 27%.

(3)  Tne overall level and trend of private sucport for CTE is falling
short of pTanned tardats. Li5'5 qran: proposal projectad a level of non-AiD
resourcas in foar =2 (T736) of 31,055,000, Actual non-AlD sunnort was closer
te £480,000 (5217,000 from participant f2es and 3253,000 from other sourges),
or only 45% of CTE's oriqinal projection. However, the level of cornorate
ca’h contributions is somewhat hetter, They appear to have a level out at
around 3190,700 per year against the original projects of 3250,000 to $295,000,
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4, Summary Assessment

On balance, the grantee anpears 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 rescurces
quickly, established the needed Tinkages with ASFAN business and trade
organizations and got their program underway in a very timely manner., Qverall
project management appears to have been satisfactory in spite of the
deficiences previously noted. These deficiencas appear to be the type of
problems that can be resolved rathar quickly by responding positively to the
recommendations setforth above.

It is difficult to ass2ss project impacts on a project that has only besn
underway less than thre2 vears, Nevertheless, the evaluatiun tzam feels tha®
sufficient proagress nus been demonstrated to Justify continued AID assistance
to this activity.

However, the evaluation team noted that CTZ was drawn into activitizs off the
planned Tocus on tzchnology From the U.S. private sector (se2 page 5 of their
project proposal), These "targets-of-opportunity” activities were largely on
exporting to the U.S. Questions arise whether AID should support whatayer CTE

activity meets the demand of SMBs in ASEAN or whether an empiasis on exporting
to the U.S. is consistent with project objectives. Clearly, it is foilowing
the dictates of the market to meet SMBs demands for CTE assistance, and some
departure from plan should be permitted to do so. CTE has attracted 58
interast 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 wnich will help SMBs generally. It is also a good way
to create an intsrest in meeting U.S. technological standards and practices.
In any follow-on activity, some flexibility in these directions are needed,
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ASTAN INSTITUTE OF MAMAGEMENT (AIM) COMPONENT

Component History and Design.

(a) Backaround. hen the SMBI Project was designed, the role of formal
business Gaucazicn in tne development of SMBs was minimal. Si3s rarely go
outside the owning family For managers. Only a few educate Tamily mambers
as MBAs. AIM and other business education institutions trained graduates
to sarve in management of bigger businesses rather than to be
owner/managars of smallar firms.

AIM is the premicr U.S. stJ1e business school in the region. The Harvard
Business Scnool halped 2stablisnh AIM in 19e3. It was orincipally
sunnortad by the Philippine business community and tuiticn charges. It
serv2s as a orimo source of minagers for larger Philippine and other Asian
businessas.

In 1932 {wnan th2 srojact was desianed) intarest in small business was
such that AIM wantsd tc {ind a rcle in SMB develooment, AID and AIM
recoqnizad that there were obstacles. Small businessmen cannot take two
years off to obtain MBA degrees. !ost lack educational requiremznts for

graduate study.

A particular concern was whether the cass method of €

administiration (by stud,sing real business problems writtan up to
illustrate principles of management) would work for Sk Such methods
are nou usad in the school systems. There were no cases written on ASEAN
Si8s.

2aching business
ARt
Bs.

(b) Project Desian. AIM proposed to try to develop cases and courses
suited to rt=acning general manaaement principles to SMB manage:rs
(including owners). T7The largest elament was to bz preparation of 60 SMB
cases, Five AIM faculty were to be trained to teach SME managers. Five
to 15 cours2s woere to be carriced out to tast the cases and mathodology.
By ihe end of three years the erffectivensess of the approach was to be
tested and damonstratod,

Component Immlamzntztion and Status,

(a) Implementation,

AIM first operatod in the Philippines, writing cases and testing its
course materials. 1t latar extended training activities to Malaysia,
In

Singapore and Indonesia.

Quantitative taraets for case writing are in hand,  0f a plannced 50 SMB
cases under AID tunding, 41 are comp ] to and 21 ara in process. Several
others are in orocess, but may be completed cutside the AID grant. Almost

Cases cover: finance /control, 14
); production, 23 cases (33%); and

half (29 of 62) are Philinpine c: .
%
tages rounded].

cases (23%); marketing, 14 cases (23
other topics, 11 cases (17%) [percen
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As cases becam2 availabie, courses were prepared (both course materials
and faculty had to be preparsd to serve SMB needs). The pilot course in
ianila took place in Hovember 11-15, 1985. After a final Philippine test
July 7-11, 1986, a course in Malaysia was held August 171-14, 1986, The
Malaysian co-sponsor was the alaysian Entreoreneural Development Centre
(MEDEC).

Subsequently, AIM has also given courses for SHBs in Singapore with
National Producrivit/ doard co-sponsorship. In Indonesia direct
instruction of SMB managers did not appear feasible in English.
Case-writing and t=aching training was given to notential trainers with
co-sponsorsaip of LPPI {Lembaga Pengembangan Perbankan Indonesia - the
Indoresian 3anking Develcopment Institute) which is a Central 3ank arm
serving small business development. Language problems are also expected
for Thailand. AIM is seekina a Thai co-sponsor.

A threa-yeck course was finally designad to have one-waek seqments on
fina nc-/cnnuro1 marketing, and production. Thes2 were separated in

P T mmran Amgipmbhias Aaa dmn L nad Tl habaA addimpm A -~ L MO camvnsemmcapm
OiG=wE = pm:k.cn i SCme COUNnUries o vaciiitate aveendance orf SMR managers
who cannot leave their businesses far 1ang. Singapore insisted that
participants taka all thrae s2gments to have maximum benefif from the

training,

farticipants and Po—coonsor1nq agency personnel all found the case method
a preferred approach to training SHB managers in genaral business
principles., Even the first Malaysian course (which used Philippine cases)
had more impact on participants than would have been expected from
convantional training methods. Writing cases and preparing to use cases
in their own programs influenced the way the cooperating agencies thought
about SMBs. They consider that cases on national SMBs in the national
Tanquage will be the most effective instructional technique for raaching
target 5118 managers. :

By the evaluation (May—dune 1987), AIM concluded that work with agencies
rasponsible for helping SM3s would be more product1vp than ATM directly
teaching S8 managers. Thnis “training-the-trainers" role keens AIY
training peonle more cc1sfomnd to hiah educational approaches. It also
spreads the ultimate reach of case method teaching,

AllM 2xpects to Timit its future SMB involvement to training trainers such
as staff of the Indonesian, Malaysian and Singapcrean cooparating agencies
abroad. In the Philippines it is considaring training and working with
518 assistance aroups in provincial collages and universities, especially
church institutions. Al alsa assiqgns its students as trainee consultants
to small bu31n@5$ns as part of their oducation.

(h)  Component Outnuts.  The original PACD (May 31, 1936) has been
extendod to Hay 31, 1937, and extension to May 31, 1988 is under
consideration. Caso’ written or to he completad will exceed the tacget of
60,  Ten to twelve courses will have been given, about the number expected
(5-15). Faculty training hes been less than exnected, but AIM does not

expect its faculty to train SMBs directly after this project.
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(c) Component Costs. Only $355,395 of the $800,000 grant to Al was
vouchered for reimbursement on May 26, 1987, This indicates most planned
outputs will have been achieved at well below estimated cost,

Component Findings and Recommendations.

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

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

The main effect participants reported was that they began to think about
busin2ss problams for themselves rather than expecting teachers to give
formula answers. A particular bonefit scme reperted was to think mor
about producing what the market wants rather than what they can produce
well or at Tow cost. Cooperating organization staff (often with only
academic exposure to business preblems) found their outlook on the world
of the SMB greatly enhanced by case writing or instruction. They expect

to do their jobs much betrer after thair experience with AIM.

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

(b)  AIM successfully implementad programs with the coooerating aaencies.

The ability of AIM to work in three different situations in Indonesia,
Malaysia and Singapore established its usafulness in the region.
Extension to Thailand appears to require only working out an arrangement
Wwith a cooperating agency.

The task ahead with cooperating agencies is to help them spread the
benefits from their own staff to the ultimate beneficiarisns (SHB
managers). This requires commitment from management of t. o cooperating
agencies as well as proper training of their staff to work with SM8s.

RECOMMEMNDATION: Remaining funds in this component and future AID ASEAN
SMB assistance should be used *o assist ASEAN cou'.try agencies, private
and governmental, to make effective use of Al cases and methods.




-3 -

(c)  Some beneficiaries reported AIM training enabled them to maks
effective use orf government orograms targeted at SHBs,

Tnis anc other evaluations find that few SMBs 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 SilBs. They find
SiBs fail to make effective use of those available. It appears that AIM
teaching, and any other teaching that helps SMBs detarmine what government
activity is useful to them, may benefit both the SMBs and the agencies
serving them.

RECGIMMENDATICN:  AID and other S4B training should include giving Si3
managers contidence and skills in utilizing available governnent services.

(d)  This training encouraged regionai as well as local networi<ing on SM8
problems, ASEAN coovaration, at least in exchanging experiences in SiB
deveicpment apoears practical and productiva.

The the benefits of networking at various levels showed during interviews
with course participants and staff of cooperating agencies. There is
still need for more. For example, one evaluator went from a course on
fish processing in one country with limited technical materials to another
country wiere a government agency was printing tachnical materiz] on the
same subject. Tne evaluator felt the two agencies serving simiiar SiBs
could have gained much from an exchange of experiences.

RECOMMEMDATION: AID and other assistance to SMBs at the ASFAN regional
Tevel can be more effective in some areas than country-hy-country

efforts. Metworking and exchanges among ASEAN SMB agencies have tne
potential for optimizing results of country investments in SMB assistance,
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D. ISEAS COMPONENT

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
Rasearch and Fellowshins 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 evaluatad simultaneously
with this project. Relevant results of that evaluation are incorporated in
this report.

AID and others' experience established that ISEAS was the premier social
scienca rasearch center in ASEAN. ‘hen tha SMBI Project was 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 disseminatez
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 collectinn of the first studies has been published: "Small and Medium
Business Improvement in the ASEAN Region, Financial Factors," edited hy Drs.
Kenneth James and Marongchai Akrasanee, ISEAS, 1986. It includes an overview
of the national studies by Dr. Marongchai. Dr. James is the ISEAS project
manager of the SMBI project, and Or. Marongchai is the adviser to ISEAS for

the project.

The other two 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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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 SiBs more than in the past. Spin-offs
from foreign investment (in terms of helping develop local
entrepreneurs) have not been as grezat as hoped.

(f)  Thailand. The Thailand study is "Financial Factors Relating to
Small and ifedium Business in Thailand" by Harongchai Akrasanee, Yiyada
Avilasakul, and Thitiraht Chudasring. It defines cottags industries as
employing 10 or less workers, small industries 10-49, and medium
industries 50-200 workers. It deals with non-farm enterprisas in four
provinces in the less dsveloped Morth East and MNorth 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 World 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 mil1ion baht ($188,000) capital are 95% of
the total. From 1970 to 1980 North East cottage industries increased in
number by 347 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 SMBs in
poorer regions. Mationally, small firms account for 24% of output and
medium firms 26%. SMBs accounttu for 51% of all employment and 80% of
industrial employment in 1579.

SilBs rely on their own capital for 70-80% of initial investment, over
60% of their present capital and about 50% of funds for expansion.
Commercial bank borrowings were 51% of total borrowings; 87% of bank
credits were long term borrowings thrcugh 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 Tiving 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 1imits incentives to lend to SMBs rather than safer
borrowers. Rural bank branches also seek denosits rather than loan
business so that personnel are not trained to lend o 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 concentratad in Sangkok
due to lack of trained staff in other areas. The Government is also
starting a credit guarantee program to reduce rced for collateral for
small borrowers,

Suggested changes include allowing banks to count lending to small
industry against government requirements tc lend a portion of their
portfolios for agriculture. Commercial banks would incraase SHB lending
if allowed higher intarest spreads and if staff were trained in SMB 1loan
appraisal. Lending from Sovernment and external (donor) sources should
seek commercial bank cooperation if enough intorest is charged to cover
nigher costs of lending to SMBs. Technical support should be given for

PRI hanl ol .in.cc
L"dining oanks scart.

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' S:B programs. They do not make
far-reaching conclusions about effectiveness of governments.

The October, 1987 working group on policy implications may make explicit
come conclusions implicit in the studies. The marketing and production
managemeni~Studies 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 other AID studies of financing
SMBs. This is comforting confirmation, but it leaves a sense that there is
more to be dcne before the potential for development research on SHBs is
realized. The question is hcw 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
Tate 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 ASZAN, 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 Mav 31, 1986; this was
extended to May 31, 1987. As of June, 1987, there are still considerable
aditing tasks to bring the second and third series of studies to publication
quality.

~

0. Component rinances/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 Granit Amendment in June,
1986. Although final costs are not yet vouchered, a March, 1987 voucher
showed 351,243 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 saries
of studies.

7. Follow-on Activity.

No further ISEAS activity in the SMBI area was contemplated wher the
evaluation was begun. However, a further ISEAS activity similar to that
under the ASEAN/ISEAS Economic Research and Fellowsnips Project
(Fellowships) has been requested. It was contemplated that this new ISEAS
activity wouid be a component of the ASEAN Human Resources Development
Project (398-0287) now about to hecome effective.

During evaluation of the Fellowships Project corcurrent with this
evaluation, IS£AS, 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. A1l
preferred the SiBI system. They felt the follow-on activity should be set
up like the SMBI 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 ASCAN interest. Also, the present ISEAS SMBI activity has
not exnausted the subject. It now appears that the interests of all
concerned may best be served by devoting any follow-on AID assistance to
[SEAS to SiB research.

8. COMPOMNENT FINDINGS AND RECOMMENDATIONS
(a) Work is not complete on two of three series of studies although

the PACD has passed. Funds are avaiiable to compiete this work if the
PACD is extended.

ISEAS has consideravie 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 publication 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 or nigh quality. This rerlects good research
management by ISEAS.

(c) AID's interest in research on constraints to SYR.4development is

satisfied by the studies published. TISEAS nas besun the 5i0Cess or
bringing out policy implications of its research.

The working groun 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 place after the PACD, and it was not explicitly
required by the project. It should lead to publication of a condensed
(perhaps pamphiet-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.

RECOMMENDATION: Any AID-financed future SiB researcn should include a
mechanism for bringing together policy-relevent findings of individual
studies and for critically extracting and disseminating policy
implications.




