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attachment No, 1

.limv_ ese _of Agrecement

1. Th2 purpose of the Agreement is to improve the institutional

capability of ICAITI to respond to the technical service needs of
Central American export-oriented industries on a more demand-driven
and self-sustaining basis as more fully described in Attachment No.
2 entitled Program Desgription, :

2, Projecct Swummary

a. The Resources for Industrial Development Project is
conceived as a two year transitional effort. The project will
support the Central American Research Institute for Industry
(ICAITI) in its transition towards a more demand-driven and
markot-responsive institution. The project will strengthen
ICAITI's capacity to deliver relevant, cefficient and
competitive production-oriented, income-generating services to
the private export-oriented indnstrial sectnr in Central
America. Particular cmphasis will be placed on developing the
capability of ICAITI to provide services on a sclf-sustaining
basis., : o

b. The project purpose is to improve the institutional
capability of ICAITI to respond to the needs of Central
American industries on a more demand-driven and self-sustaining
basis,

Cc. The project contains three interrelated components:

(1) A Market Assessment and Strategic Business Plan
(2) Technical Reorientation
.(3) Improved Support Systems

'd.-Through these efforts, the project can be expected to
result in: 1) a well-defined stratcgy for implementing &
self-sustaining industrial outreach program; 2) an improved
organizational and management system gcared to respondinag to
industrial needs in a number of sectors; 3) st:angthened
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linkages to international technical centers to assure that
technol. gy is up to date; and 4) linkages to national
industrial development programs and private chamboers of
industry to assure that services arce relevant,

3. Background

. @. Numcrous studies, including those financed in recent
years by ROCAP, have highlighted the importance of
technolcgical progress and industrial growth if greater
"socio-ecconomic development in Central America is to be
achieved. Historically, the Zentral American economy has been
charactcrized as having little diversity in production, relying
principally on a few rasic agricultural crops.

b, Until the late 1970s there was a strong vendency for
“increased industrialization within the region's economies.

This occurred in the context of relativelv vigorous overall

. economic growth and intra-regional trade i. industrial goods .
protected by the Central American Common Market (CACM). 1In
1978, wmore than 25% of exports were intra-regional, and most of
these exports were industrial products.

€. The political and cconomic situation worsened
dramatically after 1979. Contributing faclors were a
deterioration in the terms of trade, the high cost of foreign
debt capital, and the exacerbation of armed conflict in
Nicaragua, El Salvador and Guatemala. A process of 2conomic
contraction continucd until 1983, characterized by negative GDP
growth (down 16% in per capita terms), a sharp fall in’
.investment, and massive capital flight. Stakilization and a
very modest recovery began in 1984, but has been inadequate to
reverse the decline in per capita GDP or to increase the level
of investment. '

d. One fairly predictable consequence of the cconomic
downturn in the region has been a reversal of past
industrialization trends. With the exception of Nicaragqua, the
value added by manufacturing has fallen relative to GDP in all
countries. Another consequence of the crisis has been a
collapse in intra-regional trade. This has fallen more than
60% and how accounts for little more than 10% of total
exports. The decline has continued despite the modest economic
recuperation since 1984. As a result of both recession and
regional trade dislocation, there is considerable excess
capacity in many industries.

e. Increasing extra-regional industrial exports is
recognized as critical for achieving sustained econonic )
recovery, and is a priority cf ROCAP and everv USAID mission in
the region. HMany barriers to such an increase have been
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identificd. High among these are problems of policy (e.q.
exchange rates, uand legislation bearing on trade and exports),
financing, availability of foreign exchange f{or cquipment and
inputs, and marketing infcrmation. As a resull, technical
issues related to qualilty and cest control, irprovements in
overall productivity, and achieving new gqualily standards or
product lines have been relegated to a second order, along with
professional capacity and existing or impending deficiencies in
key infrastructure sectors (electricity, telecomrunications,
air, sca and land transport systems).

f. There is a need botdh for technical services to
businesses and training for mid-level manaaement, technical
personnel for productivity improvement, quality control and new
export product development. The need for techiical services in
which private sector capability is poorly developed, include .
Primarily the following arcas: :

(1) assistance on »lant and product design, material flow,

equipment selection, quality standards, analysis,
. Certification, production systems and procedures;

(2) feasibi]ity and commercialization of new products
including marketing and market research;

(3) technical, management, productivity and quality audits;

(4) research, adaptation and dissemination of technical
advanccs, principally from outside the region.

g. Designing scrvices that meet the needs of industry ang
of key business/industrial seclors, and channeling these
services to the target groups without heavy subsidy, is a key
challenge for a program designed to strengthen technical and
management competitiveness. Regquired is an institution that is
structurally and attitudinaily oricnted to the potential client
porulation. Also regquired is a strategy based on expressed
target group necds and market- demand.

" ICAITI has a clear comparative advantage in supplying a
broad range of services to Central American industries. If the
Central American cconomies revive, there should be growing
demand for existing and new quality services that ICAITI can
provide for a competitive price.. However, in order to better
meet that demand there cxist two clear ‘needs for institutional
improvement in ICAITI:

(1) ICAITI must increase its contact and involvement with
private and public sector client groups in the region,
and lkeep ilsclf better informed of their needs and
priorities, and '



(2) ICATTI must develop outrcach capabilities and modify

: internal organirzation proceduras in order to develop a
"market orientation" and provide a hetter response
mechanism to mect industries' nceds.  Sorvicos and .
skills need to be readily available to address the-
private anrd public sector technical assistance nceds
for market information and production technology
transfer sorvices,

i. ICAITI has taken initial steps to review its role in the
region and raisc its own awarcneis as to how it can better
utilize resources and direct-efforts as an institution for the
development of Central american industry.. A recent meeting of
the Board of Direcctors resulted in a mandate by ICAITI to
develop further the possibilities for increased lovels of
technology transfer and information linkages and dissemination,

J. The proposed Resources for Industrial Dovelopient
project represents the vehicle Ly which ICAITI can develop a
market-oriented approach to providing the most relevanc
technical assistance skills und services to Central American
medium-size industry.

Period of Aqrecment;

The effective date of this Agrcement is the date of the Agreement
Cover Letter. The expiration date of this Agreement iz 19 June,

Amount of Agieement and_Payment:

1. - The total estimated amount of this Agreement for the'period
shown in B above is $1,370,000.

2, AID hereby obligates the amount of $400,000 ' and it is
anticipated that such amount will be sufficient fer program
expenditures through 31 December 1988. AID anticipates
adding additional funds to this Agrcement up to the total
estimated amount shown in Para. C.1. However, until this
Agreement is amended to increase the obligation, AID's
total obligation is limited to the amount shown in this
Para. 2,

3. Payment shall be made to the Recipient in accordance with
procedures set forth in Attachment 3, Optional Standard
Provision No. 2.entitled "Payment - Periodic Advance".
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Financial_Plan;

The Financial ©lan for this Agreement is shown 45 Lxzhibit A to
AUachment o, 1, Revisions to tho plan shall be made in
accordance with the Stanuacd pProvision of this Agoeenent
entitled Fevision of Gro:oc Mudget.,  The Financial Plan is
illustrative in nature on ! che Recipliont may adijust individual
cost lines by a factor not to excecd 15%. Any adjustment
exceeding 1%, or any increase in the total Agrcement amount:
requires the prior writtdén approval of the Agrcement Officer.

Reporting and_Evaluation:

Reporting and evaluation requirements are specified in Section
IT of Attachment No. 2 of this Agreement. All reports shall be
delivered in two (2) ccpies, in either English or Spanish, to
the Agrceement Officer's Taechnical Representative (AOTR)
identified pursuant to Para. F. below.

Spegial_Provisions:

The AOTR for the performance of Lhig Cooperative Agqreecment is
the ROCAP Dircctor, ROCAP/Guatemala, or his/her designee, Th
AOTR shall be named in writing and the Recipient will! bLe
notified in writing should the AOTR changed. The AOTR chall
have the following dutics:

1. Certification of work performed on all vouchers submitted
2. HNecessary clarifications of, or minor, non-cost-related
adjustments to, the program descriptions in Attachment II

3. Approvual of all reports, plans, *imetables or other such
technical submissions required under the Program
Description; ‘

4. Approval of all short and long term personnel charged to
this Agrecement provided that their salary does not cxceed
their current sazlary or the salary of an AID ecmployee at
the FS-1 grade, whichever is less: and

(2]

. approval of travel and procurcment of commodities.

ol

sstablishment _of Overhead Rate:

+ Pursuant Lo Lhe General Provision of this contract entitled
Negotiated Indirect Cost Rates - Provisional" a rate or
rates shall be established for each of the Recipent's
accounting periods during the term of Uthis Agreement,
Pending cstablishment of final overhead rates for the

jon
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initial period, provisional payments on account of
allowable indirect costs shall be made on lthe basis of
lthe following provisional rate appliced to the base which
is 3et forth below.

iype_of_Rabke  Rate(s) Base Period
Overhead: 30.00% - Total Dircct Cost Effective date

of Agrcement
until amended

H. Authorized Geographic Code:

The authorized Geographic Code for procurement of goods and

services shall be in accordance with Optiornal Standard Provision No.

6 of the Standard Provigions.

End o. Schedule_




’ Attachmcnt No. 1
Exhibit A
Page 1 of 2

ILLUSTRATIVE BUDGET - SUMMARY

(MAY 1988 - MAY 1990)

Nine Item

provisionul,

Line Item
1. PERSONNEL
~-Direct Salariés
~Consultants
2. TRAINING
3. COMMODITIES
.=Compnter/Communic. Equip.
-Office Equip. (P&DB Dept)
-Technical Equip. (for new
menu of services)
4, OTHER DIRECT COST
-Travel & Per Diem
- Communication
-0ffice Supplies
5. OVERHEAD 2/
TOTAL
1/  Evaluation 25,000
Financial Mgmt. 45,000
30% is the current overhead rate.

and will be reviewed b
adjustments necessary will be made

698,000

298,000

4G6v,000 1

200,000
75,000
45,000

8,000
22,000
81,000
38,000
11,500
31,500

6.00

1,370,000

Current
Obligation

5/88-12/88

222,000

8,800

76,900

2,30

400,000

This overhead rate is

Y external auditors and any
accordingly.

1
¥
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Exhibit. A
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Petailed Illustrati~e Budget

Comporent 1 Component 2 Compeonant

o\ -

By Components Market Strategic Techznical Support Internal TOTALS
Assess Business Reorientation Systens Systems
Plan

Line Items

I. PERSONNEL 179,000 88,000 102,000 205,000 124,000 €38,000
~Direct Salaries 64,000 36,000 30,000 109,000 5¢,000 293,000
~Consultants 115,000 52,000 72,000 26,0090 65,000 400,000

2. TRAINING 20,00 17,000 118,000 30,000 15,009 ZUO,Géb

specialized 5,000 7.000 32,000 20,000 8,0C0 72,008
practical {(on-job) 15,000 10,000 €6,009 10,000 7,000 122,000

3. COM4ODITIES 9,020 0 41,0600 20,00¢C 5,000 75,0C0
~Computer/Commaunic. Equip. 5,000 0 15,000 20,000 5,099 45,009
-0ffice Equip. (P&BD Dept) 4,000 0 4,000 0 c 2,009
-Technical Equip.(for new 0 0 22,000 0 G 22,0290

menu of services)

4. OTHER DIRECT COST 22,500 26,500 13,000 10,000 9,000 £1,c090
-Travel & Per Diem 17,000 12,000 6.000 3,0C0 g 33,000
-Communication 3,060 1,500 3,000 4,000 0 11,520
~0ffice Supplies 2.500 13,000 4,000 3,000 8,009 31,5090

5. Overhead 69,150 39,450 82,000 " 79.500 45,600 316,200
TOTAL 299,650 170,950 356,000 344,500 198,6G0 1,370,000



AtLachaent_No, 2

I. PROGRAM DESCRIPTION

The Resources for Industrial Develozment Project is conceived
as a two yecar tronssiional effort. Thne purposc of the project is to
improve the institutional capacity of ICAITI to respond to the needs
of Central American industries on a more demand-driven and
seli-sustaining basis. Particular emphasis will be piaced on
developing the capability of ICAITI to provide technical services to
export-oriented private industry.

A.  Expected Achicvements

1. By the end of the two yecars ICAITI will have: (1) a
well-defined strateyy fou implementing a self-susta.ning
industrial outreach program; (2) an improved organizational and
management system geared Lo responding te industrial needs in 3
number of sectors; (3) st engthened linkages to international
technical centers to assure that technology is up to date; and
(1) linkages to national industrial development programs and
private chambers of industry to assure that services are
relevant.

2. Progresy *avards thegse objectives will be measured
against the fellowing milestones:

8) A now, focussed menu of "profitable” services will

be established, based upon a market assessment,

b) A functional and effective industrial advisory
committee will be in place, made up of private sector
representatives from each country, and with clearly
defined responsibilities.

€, A long term planning and strategy process will be in
place with inputs from the advisory committce and
approved by the Board of Directors. In addition to
information on gocls and priorities, this will include
a clear definition of "core" ICKRITI staff, facilities,
and annual bhudget requirements, including projected
sources for its support. Also, an inst . tutional
machanism will be in place for rcviewing and updating
the long-term strategy on a reqular basis.

d) A clear marketing strateyy will be devised -~nd
implemented to precmote the new menu. Also, a system
will be put in place to update the market assessinent
and correspondingly adjust the meru/marketing strategy,
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) ICAITI persouncl will Lo Lechnically trained for the
new mwenu and 4 10% increase in oabsolute value of sales
Oof services v the operative divisions to the private
sector will rosull in year one, and another 20%
increase in yoar two.

O

£) Allocation of resources in the annual budqget
preparation process will be made in accordance with the
long-term strateqgy and medium term objectives.

g) An improved cost control system will bLe in place and
will provide monthly reports to management on the coste
and progress of service activities.

h) A financial analysis of ICAITI overhead will be
completed and a clear set of policies and proceduroes
established for overhead recovery and allocation.

i) An effective system for contracting technical
back-stopping will be in place to support the new menu,.

3) An admiristrative system of approved procedures for
improving internal preoductivity will be operative.

k) A systam for internal evaluation of precedures and of
client satistaction and benefits will be operating,

3. Upon approval of the Grant, outside Tochnical Acuistance
provided by the project will: 1) help develop a comprchensive
market assessment and strategic plan for carrying out the
proposed activities and 2) access financial management systems
to improve ICAITI's intcernal financial reporting and cost-base
accounting procedures,  In addition, a detailed analysis will
be conducted utilizing outside Technical Assistance to
determine an appropriate overhead rate. This analysis will be
coordinated by the ROCAP Controller's Office and financed using
PD&S funds.

4. There are three inter-related components to this
project: (A) A Market Assessment and Strategic Business Plan;
(B) Technical Reorientation; and (C) Improved Support Systems.

- Each component is described below, followed by an approximate
allocation of AID inputs to be applied to the component. ROCAP
and ICAITI understand that more precise plans aad funding
allocations will result from the Strategic Planning exercise,
and will be the subject of a possible reprogramming in early CY
89.

5. ROCAP will provide a declining portion of institutional
budget support as the process takes place.

.'\?/
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B, Markat _Assessment_and_Strategic_ RBusiness Plan
1. Activitics

a. The first component will establish the framework for
the other two. The objective of the warket assessment is to
identify arecas where !CAITI has a clear comparative advantage
in providing the types of services that the private sector in
Central America requires. The study will estimate the demand
for present and potential ICAITI services and identify those
services which provide the greatest potential for ICAITI to
charge a price which will reccover its full costs,

b. Under the guidance of outside Technical Assistance,
ICAITI will review present activities in the region and
establish a complete inventory of its current services, pricir
structures, present demand for those services, client :
classitication (type of industry, location, size), its capacit
to increase or add services, and relevant information on othei
public or private entities in the region which may offer
similar services. Actual ICAITI costs and potential to recove
costs will be reviewed. An additional effort will attempt to
identify alternatives for reducing costs, increasing benefits
and sales, and modifying prioritized services to increase
demand., A demand study will be carried out by outside
consultants in close collaboration with ICAITI personnel. The
market assessment will concentrate on medium-size industries.,

c. A direcct product of the above assessment will be the
preparation of an appropriate set of ICAITI services to be
promoted threough specific, client-targeted campaigns. A
private scctor-industrial advisory committee will assist ICAI1
with the orientation of the assessment, and in interpreting tt
results.

d. Evolving out of the market assessment process will be
the design of a strategic business plan and the establishment
of procedures and criteria for the identification and
introduction of new services and pricing structures. These
procedures will be based upon external and internal data )
regarding markets, sales, requests, ability and willingness tc
pay, expressed needs and interests, future projections and
trends. The system will include procedures for reqgular reviev
and modification of existing services uLased upon continual
monitoring.,

e. Current services will be restructured to increase foct
in the arcas where ICAITI has .the greatest advantage and the
~greatest demand for services. Services which do not meet

minimum requirements in terms of market demand, capacity and
cost recovery will be modified or removed.
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£. The principal cbhicctive of the planning exerciscs is Lo -
develop a lona-term institutional strateay for ICAITI and to
define the actions required for its realization. This process
will pay special attention to the question of financial
viability by examining such issues as seli-sutficiendy, .
commercial ventures, an ondowment fund and other forms of e
financial diversification. .

g. The planning activity will be managed so that there ig
increased private seccter input to the ICAIYI planning process.
The .
intent is to assure ditect communication between ICAITI and its
private sector clientele as a key e:ement for increasing
market-responsiveness; developing more business-minded ICAITI
operations; and increasing ICAITI's visibility and recognition
with the private sector industrialists.

h.  The long-term strategic planning proczess will address
and define strategies relating to the following issues:

! 1. “tinancial viability (sources for core budget
sueppott, tareets for crowth, diversification, ctc.)

2, alloravii (7 tesources according to source and
i : b opricrities; )’

3. revrco D s be pned in setting priorities:
interno T TITT mnchaneng, Private sector and
pubilizc o vl rolen;
1. clarttisetiin of ICAITI role in (a) evaluating,
preccotingg ond adapting modern technology from other —
[}

parte ol the world; (M) promoting and facilitating
industria. .42; (¢) vis-a-vis other institutions,

its abilit. to provide unique services and

facilities to the region; (d)'influencing policy
concerning science, technology and industrial '
developnent; and (e) the establishment of new
industries in the reqion (direct commercial
involvement); establishment of directions and .
concrete targets related to future activities; and

presentation of a logical and workable process -
(critical path) to carry the institute from its present

day status to that desired and defined in the long-term
plan, with intermediary milestones.

P U r s e SNV A

v e (3 patige diavs
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i, A medium-torm plan will be prepared to define clear
objectives according to the critical path identified in the
long term plan.  The initiation of the srecific activities
‘necessary bto adjust institutional operations to Lhe long-tarm
strategy and especially to increase financial viability will hHe
programmed (administrative, physical and organizational
modifications including huran resources, training, cte.). A
conscious effort will be made to identify adjustments necessar

“in present and futuro programs to reflect the long-term ,
strategy from the results of the market assessment.

j. Short-term planning (annual budget and objectives) will
then be executed as a function of the medium-term osbjectives.,
Special cffort will be made ta improve consistency between
annual budgets and institutional strategy and objectives
through close interdepartmental coordination. This will occur
in October-November of cach year. -

. K. Finolly, an internal system will be established to

. facilitate communication within the institute in order to
improve institutional identity and provide feedback on progress

towards institutional goals.

2. Inputs:

ROCAP will provide $470,600 for this component. $167,000
is allocated for consultant servicoes to assist with the demand
study and strategic plan. $37,000 is included for training of
ICAITI managers and staff in skills related to market analysis
and team planning. §9,000 will be used for computers and
software related to marcket analysis and planning, and to equip
the new Planning and Business Doevelopment Department. $257,600
will cover ICAITI salaries, other direct costs (travel,
communications, supplies), and overhead.

C. Technicgal Recrientation

1. Activities

‘a. As discussed previously, the market assessment will
result in the preparation of a new offering of technical
services by ICAITI. The basic objective is to increase the
provision of services while recovering costs. The new Services
will reflect ICAITI's institutional strategy and objectives, as
well as the demand and willingness to pay which will be
identified through the market assessment.

b. Technical rcorientation will potentially involve a
number of steps related to human resources, facilities and
equipment, and access to technical information and skills., ' The
existing complement and structure of technicians will be
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cvaluated in light of demand ard the menu of servicoes that it}
indicates. Now staflf may be hired, current staff will be
scheduled tor continuing cducation or retraining, and the
overall level of pormanent stats adjusted, Requirements for.
short-temm technical oxpertise, whether local or international
will also be estimated.

C. A training needs assessment will be factored into the
stratcgic planning cxercise, both in terms of institutional
goals and priorities as well as allocation of resources. The
training plan will be developed with input from managers,
outside technical assistance, technical staff and the Private
Sector Advisory Committece. The plan will reflect ICAITI goals,
list weasurable training objectives, identify appropriate
intervention modes and identify ways in which training will
advance institutional priorities.

d. Light equipment for technicians to use in providing
on-site services (ieters, guages, etc.) will be upgraded, or if
overaged, replaced. Sources of technical information and
skills will be identified, and Scopes of Work or requisitions
prepared to acjguire the needed support in areas where ICAITI's
technical capacity is iasufflicient.

c. The development of increased technical Gapacity for the
provision of services will be complemented by effective
marketing techniques to promote the sales of its services. The
objective of this component will be to develop a clear
marketing strateqy and establish the institutional framework
and procedures necessary to successtully implement the
strategy. Within the context of a coordinated,
inter-departmental .cffort, a plan will be developed for
increased interaction with targeted client groups, especially
within the private scctor. ‘

f. Specifically, a promotional strateqy for prioritized
services will be defined based on clientele data and taking
advantage of ICAITI's existing regional network. The strategy
will be implemented through ICAITI's public rclations office.
This office will supervise the development of appropriate ’
materials and supplies to support the promotional strategy.

i

2. Inputs:

ROCAP will provide $356,200 for this component. Technical
assistance on new technologies and methods, estimated at $72,000 is
planned. The major input to this component is for training of staff
and managers, cither on-site, elsewhere in the C.A. Region, or in
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the United States, at an estimated cost of $118,000, primarily in
technical material, possibly integrated with concepts of technology
transfer and consultation skidlg, Commodities, primarily technical
cquipment for field use, technical wanuals, as well as computers and
sofbware, will be funded at an approximate cost of $41,000.

$125,000 will be used for staft salaries, divect costs and overhead.

..

C. lmproyved Support_Systems
1. Aclivities:

The focus of this component is on improving such key
supporting elements as (a) overall management, supervision, and
teamwork within the Institute; {(b) financial planning,
management and contvrols; (c) technical support; and (d)
performance, productivity, and the evaluation of the results of
ICAITI's work. . '

a. Improving overall management will involve clarifying
managers' and supervisors' authorities and responsibilities in
carrying out plans; dcfining reporting relaticnships and
procedurcs that moy change as the organization is redirected to
new objectives; setting up quick-rcsponse.mechanisms that may
require action by more than one unit . (business development,
technical, and administrative); and installing time-keeping and
cost-tracking systeoms. Aréas currently identified for
upgrading managerial skills include:
busines: and stratceqic planning processes, institutional
developm-nt and administration, human resource management,
market analyses and markeling strategies, and systems for sales
and promotion. The training will take the form os external
short-courses, internal courses using outside expertise, and
some on-the-job training and quidance from outside consultants
contracted for specific objectives.

C. In the financial planning and management areas,
operating budgets will have to be adjusted to mesn «with the
planning process and objectives. Basic accounting procedures
need to be made more cfficient, and a cost control system put
in place that allows realistic accounting for spccific

.services, and pricing adjustments when necessary.

d. In order for the technical reorientation to be
successful, the administrative system for contracting technical
specialists will have to be strengthened in order to permit
rapid, vet competitive contracting of experts, c¢ither through
institutional linkages or directly with individuals. Technical
support improvements may also be needed in the area of
procurcment of supplies and equiprnent to respond to client
needs.,
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. ICATITI will establish a technical support system by
forming working relationships with internationual sources of
specialized technical cxpertise in the ticlds prioritized in
the-marhoet asscessment o planning precess.  Procedures will be
developed so that Lhese specialists can Lo Lrought in to assist
with a given activity on shert notica and ab pie-arranged
costs. The costs of the outside techuicians will boe charged to
the users as a part of the service cost. ROCA? support will
assist ICAITI to organize the linkage system and make it
operable.

f. Project funds will be utilized to help cover the costs
of travel and communications associated with the process of
identifying appropriate institutions and establishing
linkages. Some consultant and ICAITI staff time will also be
financed to help develop the most appropriate systems for
‘managing the linkages. )

_ g. ICAITI will develop linkages with technical institutions
for the provision of technical assistance based on a number of
criteria: the neceds identified and priorities established as a

result of the demand analyses and institutional strateqgic
planning process; the ability of the technical institution to
respond effecctively to those needs and priorities; the degree
of interest of the institution; shared areas of c¢xpertise;
potential to develop long-term mutually beneficial and
productive relationships; and similarities in terms of relative
size and needs Lo generate income, provide technical servicos
and market analyses.

] h. Internal evaluation procedures will be established and
put into operation to measure the effectiveness of promotional
efforts and to asscss client satisfaction related to services
provided. As necessary, 'systems will be developed and put into
operation in order to strecamline internal procedures for
responding to client requests, or to correct any deficiencies.
Additionally, the costs of promotional aclivities will be
evaluated and rationalized according to the ability to gencrate
self-sustainable financing and institutional budgetary
requircments.

i. The personnel system's performance evaluation system may
need revision to assure that it accurately assesses the
productivity of staff members, both technical and
administrative, and provides appropriate rewards for those
contributing the most to the new menu
and activities. A system will also be needed to assess the
results of tasks performed by ICAITI with client firms, not
vnly in terms of satisfaction, but in terms of improved company
performance (production, quality, sales, profits, etc.),

\b
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2., Inputs:

The support systems improwvenment component will receive an
estimated $543.400 of AID funds. About $206,000 of this amount will
be used for on-site advisory services ($161,000) and training of
managers and staff (4$45,000). $25,000 will be used to purchase
computer and cummunications equipment for financial systems,
record-keeping, and business developument ~fforts. Salarices, direct
costs and overhead will require $312,400.

II. PRPROJECT TMPLEMENTATION_AND_ROCAP NVOLVEMENT
A. Work Plans _and_Reporting

1. Within 30 days of approval of the agrecment and prior to
initial disbursement of funds, ICAITI will submit for ROCAP
review and written approval a general, wo-year implementation
plan showing Kkey milestones for cach component, and a detailed
work plan for the remainder of the 1988 calendac year. The
work plan is to provide a sumnary of proposed activities and
expenditures, with itemization of cach component, its
subcomponents and a quantification of the level of ctfort. The
work plan will provide the basis for ROCAP approval of the Cy
1988 budget.

2. ICAITI will implement and monitor the performance undor
this agrecment Lo ensure that the work 15 progressing as
planned and that targets arc being met. Based upon this
monitoring, ICAITI will prepare for ROCAP review and approval,
quarterly progress reports which will include the following
information:

a. Comparison of actual accomplishments with the targets
established for the period and reasons why targets were
either cxceeded or not met, " ‘

b. When considered necessary, revised targets and
justification for revisions.

C. Any problems being encountered, and action being taken
to resolve them,
i
d. Financial informatinn regarding expenditures and
adequacy of remaining funds to meet targets.

e. Other pertinent information as requested by ROCAP,

3. Additionally, on a -emi-annual basis, detailed work
plans for the coming six mw nths should be presented with the
quarterly report. These plans should be prepared following the
guidelines given above for the initial work plan.
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4.The schedule for presenting the quarterly reports and
work plans will be as follows: '

June 1, 1988 (approx.) Initial work plan
October 15, 1988 Fiist quarterly report and work -plan
' for first scmester of 1989 -
January 15, 1989 _ Cuarterly report
April 15, 1989 Quartcrly report and work plan for
: final scmester of 1989
July 1%, 1989 Cuarterly report ’
15, 1989 Quarterly report and work plan for
first scmester 1990
January 15, 1990 Quarterly report
April 15, 19990 Quarterly report
July 15, 1990 Final project report

5.The initial work plan should include a narrative to
provide specific details about how the market assessments will
be conducted and describing the role of outside technical
assistance in this process.

6. ROCAP requires prior approval of work plans and budgets
and any substantive changes ICAITI wishes to make in an already
approved plan for a given period. ICAITI should ensure that
plans are presented with sufficient lead time to permit ROCAP
review and approval without creating delays in implementation.
This also applies to the following activities which require
prior written approval from ROCAP:

2. Contracts for technical assistance and outside
specialists (follow AID Handbook 11 Procurement
Regulations and suhwmit copy of proposecd contract and
scope of work prior to signing);

b. Commodity purchases over US$25,000, and any commodity
purchises for lesser amounts not specified in approved
wosk plans;

€. The training plan {for training to receive ROCAP
support, include: justification in terms of Agreement
objectives,
where training is likely to take place, personnel to be
trained, costs to be covered by AID, and approximate
dates); and

d. All travel outside the rcgion not specified in the
training plan (or which would take place prior to its
approval).
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7. ICAITI shall present monthly reports on accrued
expenditures and liquidations, with a BUWERATY page using a
format consistent with that presented in the work plans.  The
monthly reports should serve as manacement tonls to monitor
expenditures against planned activitios and budgets, and as
such sheuld Lacilitate thao preparation of the nrogress reports
and work plans. Requests for advances Shall o presented
quarterly.

B. Monitorinag_and_Pvaluation

_ 1. During the initial wecksy of project implementation,
ROCAP and ICAITI will develep a limited set of key indicators
of institutional change and of impact that are related to both
service delivery and supporting systems. Thesc indicators will
be tracked during the life of the project as measures of the
effective use of project resources, principally technical

ssistance and training. As technical assistance [Ccsources are
brought into the project, the indicators may be refined. These
should be mcasures that can be built into the daily work of the
Institute, and that can be rerorted on a regular basis to the
Director, division hecads, and ROCAP. On a quarterly basis, the
inuicators will be jointly reviewed to sce whether change is
occurring at a satisfactory pace, and if not, what changes need
to be made in the proiect.

2. In the fourt. quarter of 1989, 1CAITI and ROCAP snall
jointly carry out a mid-term evaluation of th project with the
primary objeclive of making adjustments in proeiect design and
implementation to improve results and the achievement of
established objectives.

3. The evaluation should answer such questions as: What
cevidence exists to demenstrate that specific project objectives
are being met? What project-financed activities have been most
successful in terms of achievement of these objectives, and
which have been least heipfiul?  What processes should be
improved or modificd? Should the Lypes of activities te¢ be
financed be revised? 1s rescheduling necessary? What
follow-on activities will bhe required (as part of a ncw project
or otherwise)?

4. The scheduling of additional evaluations and planning
for any second rhase activities will be dependent upon the
results of this mid-term evaluation.



C. Procuremoent

Upon approval of the Grant, 1CAITI will solicit interest from
industriai development institutions and productivity centers in the

Jnited Stotes to submit proposals for providing technical assistance

and training scervices to 1CAITI on a long-teim basis., Using normal
ALD Host Contracting procodures, 1CAITI will select two or more
qualified institutions and enter into Indefinite Quantity Contracts
with these institutions to provide the required services.,
Irdividual contract procedures for acquiring other rechnical
Assistance and Training Services will follew norme] AlD contracting
proccdurces.,
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