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Introduct ion

SRI International's International Policy Center (IPC)

was retained by USAID RDO/C to undertake "an evaluation of

RDO/C's Project Development Assistance Program (PDAP) model.

SRI's IPC Director Paul A. Laudicina served as Chief of Party,

assisted by SRI Senior International Economist John A. Mathie-

son. Charles A. Blankstein, of Charles Blankstei1 Associates

(CBA), was also retained by RDO/C to undertake this effort.

His report was prepared separately and issued in concert with

the following SRI report.

Project work commenced on March 24, 1986 and was com-

pleted on May 2, 1986. The evaluation team was tasked to:

* Estimate the utility and cost-effectiveness of the

PDAP model, as it evolved in the later stages of PDAP

and is expressed in the contract covering PDAP II,

in bringing about increased levels of employment

exports, and institutional capacity- and

" Recommend changes in the model or the way the model

is implemented which may enhance its effectiveness,

efficiency, and economy.

The SRI evaluation team conducted a series of in-depth

interviews with AID/Washington officials and executives and

consultants from Coopers and Lybrand's Washington office.

The team also developed and implemented a detailed survey

instrument aimed at guaging the opinions of U.S. business

executives who either had invested or at least considered

investments in the Eastern Caribbean region.

The SRI evaluation team travelled to the Eastern Carib-

bean on April 20 to undertake a series of in-island interviews

with the PDAP resident advisors, AID officers, island government



-2-

officials, and foreign and indigenous business persons. Mem-

bers of the SRI team visited Barbados, Zrenada, St. Lucia and

nti-gua. Clarles Blankstein visited Bsrbzdos,mSt. Xtis',

Antigua and D6iUinal:* " The three person team conducted a total

of 52 island interviews during the period April 20-29.

This evaluation was prepared and delivered to the RDO/C

Mission Director and Staff during the week of April 28-Hay 1.

To assist in its final deliberations, the team was joined by

James Burrows, Contracts Manager, Westinghouse Defense Inter-

national Marketing Company, who offered the team and AID

(courtesy of Westinghouse) valuable advice and counsel on in-

vestment decision-making issues in the Eastern Caribbean.
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Summary and Recommendations

0 The PDAP model, as implemented, has two inadequacies:

It has not provided for enough program approach flexibility

among the countries of the Eastern Caribbean, and it has focused

too much attention on investment promotion activities before

basic policy environment and infrastructure questions were

addressed.

9 The commitment and level of energy of the PDAP field

staff is noteworthy. The resident advisors are engaged in an

aggressive investment promotion campaign; often against dif-

ficult odds.

* By the objective performance standards establ shed

for PDAP I and II, the prog'rau has fValIen-faT -hort of Jobldv.e.v

aejt.expaot rreatt-ob tarjEt's, The contractor would not appear

to be able to meet these goals by the contract completion da-Le

even if a contract extension option is elected.

0 The employment target established for PDAP is judged

to be overly ambitious and in its pursuit of this elusive tar-

get the contractor has missed opportunities to focus greater

attention on addressing more fundamental investment climate

needs.

a PDAP's weak central management allowed a number of

personnel and project administration problems unnecessarily

to divert project staff attention and energies. These problemq

seen to have been solved.

0 The Washington.investor search program is in need

of substantial upgrades, some of wh-ich have been initiated

following recent changes in PDAP management. Clearly, this
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program has not generated a suf-icient number of serious in-

vestor leads to meet the overall employment target established

for PDAP despite funding commitments dramatically higher than

budgeted.

. The investor survey conducted as part of this eval-

uation confirms that investment decisions in the Eastern Carib-

bean are based largely on investment climate and infrastructure

variables and can usually only be "facilitated" by the kinds of

activities PDAP has undertaken.

Recommendations

1. RDO/C should continue its commitment to an innovative

and aggressive action aimed at generating employment and exports

through the stimulation of private sector growth inthe Eastern

Caribbean region. The Mission should understand that demonstra-

ble progress has been made over the last few years in improving

host government receptivity to and capabilities for generating

private sector growth. However, substantial additional exter-

nal assistance is needed in oraer to achieve reasonable objective k
measures of success.

2. The evaluation team recommends certain changes in the

PDAP model which provide for a more individually-tailored pro-

gram approach to each country in the region. These program

redirections should allow for significant variations in budget,

personnel and task assignments by country.

3. In general, the evaluation team finds the greatestf island program needs to be in the area of institution building

and policy reform. No amount of investment promotion activity

or funding can overcome fundamental investment climate and
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infrastructure constraints. Therefore, future RDO/C efforts

should be heavily oriented toward helping to shape more attrac-

tive investment environments before committing substantial

additional funds to investment promotion activities.

4. The evaluation team strongly recommends that before

any PDAP program adjustments or restructuriug are implemented

that individual and independent investment climate assessments

should be undertaken for each country. These assessments should

deta±l each country's investment assets and liabilities, as well

as analyze the country's policy environment and institutional

capabilities and needs. The country assessments should pro-

vide RDO/C with a benchmark and blueprint from which an effec-

tive private sector development plan could be structured.

These investment climate assessments should also provide

the basis for a policy dialogue and orientation program with

local government officials, many of whom need to gain a better

comprEhension of how the private sector works, its potential

for offering collateral development benefits, and what the

fundamental prerequisites are for private sector growth.

5. PDAP or any successor program should be relieved

of the kind of overly ambitious employment creation target

which PDAP has labored under. The evaluation team has

found no reasoned basis of the PDAP jobs target and does

not believe any such basis can be developed until decailed

individual island assessments are undertaken. After such

assessments are completed specific country targets can and

ahould be developed to guide future investment promotion

efforts.
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6. The increased program emphasis on institution-

building and policy dialogue should allow for a reduction in

the number of resident island advisors. The evaluation

team believes that in most cases the institution-building/

policy dialogue functions can be accommodated through more

active reliance on short term but regular increments of

technical assistance. Direct investment promotion assistance,

on the other hand, is more likely to demand an island presence.

However, the evaluation team does not believe PDAP resident

advisors should be acting indefinitely as surrogates for

local government investment authorities. Hence, this evaluation's

recommended emphasis on institution-building is a necessary

ingredient to transferring the resident advisor promotion

functions to a viable government institution.

7. The Washington investor search program warrants

a detailed review and assessment, with more effective targeting

of promotion techniques and analysis of the cost effectiveness

of various promotion activities. In light of the increased

emphasis recommended on institution-building, the evaluation

team concludes that a plan must be developed to transfer the

program to the EC governments for their direct use and management.

If such a plan for easy transfer cannot be developed, then

given the high cost associated with this activity, the evaluation

team concludes that it probably should be replaced by a different

and local lead generation/investor assistance activity,

8. The PDAP planning, reporting and management information

system require substantial improvement. Careful attentiou must

be paid to the development of detailed country action plans

tailored to the findings of the island investment assessments.
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Definitional and time series reporting deficiences must also

be addressed. Specific and realistic contractor performance

targets must be established and monitored closely in order to

help drive program performance and budget allocation priorities.

9. Additional industry-specific and business-related

technical assistance is required in the EC, This will assist

indiganous private sector development, and offer industry

information and advice to prospective foreign investors.

Such assistance should also help host governments and their

promotion officLals understand and be responsive to investor

needs. RDO/C should utilize such technical assistance on

short term assignments to guide effective promotion activities.

10. The evaluation team leaves to RDO/C the question

jC of whether or not the lengthy and costly learning experience

of the contractor over the life of PDAP is worth retaining

because of operational efficiences developed by PDAP over time.

The team notes that even if RDO/C decides to retain and extend

the C&L contract, PDAP is likely to be subject to a number of

routine staff changes in the next six months which will require

the current contractor to recruit and provide orientations for

new personnel, Given this fact, and the nature and extent of

program modifications recommended for Washington and the field,

the evaluation team concludes that RDO/C could find reasonable

justification to either retain and task the current contractor

or meet the Mission's needs in this program area through other

mechanisms.
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UTILITY OF THE PDAP MODEL

The success of any funded activity should be evaluated

on the basis of its performance in reaching determined objectives

within the context of real world conditions, opportunities and

constraints. The performance of PDAP will be reviewed later in

this report. However, it is also often useful to assess the

relevant merits of a program's strategy and approach in view

of other, comparable efforts. The SRI evaluation team has

examined the investment promotion activities of about twenty

developing countries, and hence has covered nearly the entire

range of investment promotion "models." This section compares

the operational model of PDAP (in organizational and functional

terms) with those of other promotion programs in an effort to

reach a determination of the utility of PDAP versus other

approaches.

Any conclusions drawn from the following discussion

should be conditioned by several caveats drawn from SRI's

earlier examinations of investment promotion programs. First,

the "fundamentals" of local business conditions are by far

the most important determinants of new private investments,

and not even the best possible promotion effort can succeed

when the fundamentals are not conducive to new ventures.

Second, there is no single, "best" approach to promotion,

since each program should be molded and adapted to meet local

conditions. An approach that succeeds in one area can fail

in another. Finally, although promotion efforts have been in

operation since the 1950s (Ireland) and early 1960s (Taiwan),

preponderance
the A of promotion activities date back no earlier than
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1980. As a result, there has been no conventional wisdom on

how best to proceed until the last few years. Investment

promotion per se has in large part been experimental, and

should be addressed as such.
Based o th.e SRI evaluation teamiks extenai.ye interviews, there

appears- to be no uniform, generally accepted definition of

the PDAP "model," and this fact alone has given rise to

misperceptions and operational complications concerning the

program. Although PDAP has evolved over time, as a starting

point the current PDAP II model can be described as an

organizational framework and a set of functional tasks.

The organization is as follows:

1. A set of resident advisors located in the following

sites: St. Vincent (1), St. Lucia (1), Dominica (1),

Antigua (1), Montserrat (1), St. Kitts (1),

Grenada (1), and Belize (1).

2. A team leader (and overall project director)

resident in Barbados.

3. A Washington-based investor search group, consisting

of three full-time professionals and several

consultants, with represent.ation in the Far East.

4. Administrative support for the team leader, each

resident advisor, and the Washington-based
operations.

The functional activities of the project team fall into 
two

general categories:

A. Investment Promotion: This includes investor searc.

standard promotion activities, and investor assista:.

and is carried out by all groups of the overall tea-

B. Institution Building: This relatively new activity

is conducted Trimarily by the resident advisors,

and consists of assisting public sector promotional

entities and private sector compan.es operating in

the region.
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Beyond this "lorest common denominator" description,

perceptions concerning the PDAP "model" vary among those famil-

iar with the progre.m, ranging from an approach ("to assist pri-

vate investors- in the region"Y, to a contractual arrangement

C"use of a consmlting firm for outreach and investor services"),

These variations and the amount of ttme given to defining

PDAP lead to two conclurions by the S R1 evaluati-on team, For

purposes of program clari.ty and uniformity, it wrould be useful

for Coopers and Lybrand, RDO/C and TUSATD/Vaashiugton to agree

upon a brief definitionfdescr!ption of the PDAP effort, .For

example, a seni-or C&L offi-cial told the team, "if you find out

what the EDAP model means, please let -us know," The differin-

perception of the PDAP mod'el have compli-cated p-rogram reviews

and probably have retarded appropriate program improvements.

More attention should be applied to the actual operations and

performance of the PDAP project Itself,

Unique Aspects of the Program

The organization and operations of PDAP vary considerab'

in comparison to other investment promotion programs. examined

by SRI, These.unique characteristics are described below,

as are hrief comments on the relative advantages and disadvant-

of these factors-,

1, Multipurpose Actfi'ty: Since its inception, PDAP

has combi-ned several functional roles, with.in the ruaric of

a single contractual arrangement, Ini-t.ial'Iy, PDAP was intend..

to provide project identification and development as well as
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investment promotion services. In recent years, the PDAP staff

has been charged with both promotion and institutional develop-

ment. In most countries, investment promotion and services are

the sole objective of the promotional agency. The advantage of

the PDAP approach is that it employs scarce professional

resources (where few are locally available) for a variety of

aid-related tasks. The disadvantage is that the ultimate mis-

sion of the project team is mixed, leading to lack of clarity
mix for certain assignments.

on priorities and evaluation criteria, and an inadequate skill&

2. Full Funding by an External Source: The PDAP program

is financed solely by an external donor, USAID, the only sueh case

krawn.world~wde to SRI. Donor ssistance of various

magnitudes can be found in most developing countries (e.g.,

Jamaica, Haiti, Costa Rica, Panama, Kenya, etc.), but in all
maj ority

examples known to the evaluation team, the . of promotion

funding has been provided by the host country governments.

The potential advantage of the PDAP approach is greater

operational control by USAID. On the other hand, this approach
an ongoing(I s relatively expensive, and does not ensure ,,commitment toward

the program by host country governments.

3. Multinational Promotion: PDAP undertakes to promote

private investment simultaneously in a large number of small

national entities. Most if not all other promotion efforts

are oriented toward attracting investment to a single site.

The clear merit of PDAP is that it achieves economies of scale

and permits a degree of promotion in each area that might be

prohibitively expensive on an individual country basis. However,

the approach does dilute financial and professional resources,
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and necessarily leads to competition among advisors and host

countries for investment prospects identified by the common

promotion effort.

4. Managed by Well Known Firm: A number of consulting

organizations have entered into contracts to provide techni-

cal assistance and other services to promotion agencies.

However, PDAP is unusual in that the program itself is heavily

identified with Coopers and Lybrand. Very few business execu-

tives interviewed were familiar with "PDAP," but most recog-

nized the involvement of Coopers and Lybrand. In addition,

the entire program is managed by the contractor, whereas in

other instances the promotion agency is run by a host govern-

ment or other local entity. The possible advantages of PDAP

are use of the contractor's international network, recognition

by prospective investors, and management capabilities. On the

other hand, the PDAP program has little identity of its own

among investors beyond that of. the role of the contractor itself.

5. Operated by Expatriates: The PDAP effort is staffed

Largely by expatriates. In other programs, expatriates may

be used in an advisory capacity, but seldom become integrally

involved in day-to-day operations. As mentioned by some business
interviewed by the evaluation team,

executivesA PDAP advisors are seen as providing "independent"

advice since they are not island nationalT. However, the use

of foreigners potentially poses a lack of authority and linkages

with host governments. Investors often prefer to deal with

promotion agencies which represent official perspectives and

authorities.

6. Inverted Management Structure/Lines of Authority:
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In the case of most if not all promotion agencies, management

authority is sited in the host country, to which branch offices

at home and abroad report. In PDAP, the structure is reversed.

In-country advisors report to a regional base, which shares

management responsibility with a foreign base. It is not clear

whether there are any advantages associated with this structure.

However, local advisors may not have sufficient authority

to operate effectively, or, local advisors.-- who perform the ma-

j ority of the level of effort--may operate as they so choose

with only minimal guidance and oversight by the offshore

management centers.

The Model in-Pract e -<

The foregoing discussion reviewed the relative merits

and disadvantages of the PDAP model from a conceptual or theor-

etical perspective. For the purpose of this evaluation, however.

whal is important i, how the model "performed" in practice.

To a certain extent, the question of whether or not the model

per se has served well or poorly breaks down to semantics,

and depends on "the view of the beholder," In addi-tion, a

reviewer should distinguish between the validity of the model

6n..the one hahd, and the administration of the model by the

contractor on the other, That is, if objectives have not been

met, is the model itself "flawed," or has it simply been

inadequately applied?

After considerable reflection, the SRI team has conclud

that spending an inordinate amount of time and effort either

at arriving at an elegant formulation of the model and judging

it on that basis, or distinguishing in detail between the mode
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a and its application, would be unproductive; exercises. There

are no comparable models in existence against which to judge

the PDAP approach. Therefore, the evaluation team will focus

on the actual performance of PDAP, and will reach conclusions

as to how and to what extent PDAP should be changed in light

of that assessment.

Overall, PDAP represents an innovative approach to

investment promotion, and is well-adapted to meet the unique

circumstances of the Eastern Caribbean, PDAP provides a series

of more or less uniform services to a set of small hut independent

countries. These services would be prohibitively expensive if

extended on an individual island basis.

While the model's uniform treatment of islands may be

justified from a management, equity, or political standpoint,

it gives rise to a fundamental flaw in the PDAP approach.

That is, each island has specific needs and opportunities,

and should be addressed individually. Some require more policy

reform than promotion, some more institution building than

policy reform, etc. The extent to which the model superimposes

a common program "template" over the entire region in effect

may skew levels of activity away from needed efforts.

In practice, a certain amount of program flexibility

has been extended to individual island advisors, thereby over-

11 coming rigidity in the model. However, the emphasis of C&L

management and AID on job creation has forced -most if not all

advisors to spend most of their time on investment promotion,

since performance is judged on the basis of new investments

and jobs created. As a result, despite the greater emphasis
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placed on institution building in PDAP II, the advisors have,

by-and-large been forced to concentrate their efforts on

"chasing jobs." The model-induced emphasis on job creation

has therefore led to far less than required attention to

improving the policy climate and preparing local agencies to

assume functions now performed by PDAP advisors.

The PDAP notion of utilizing a central investor search

resource (based in Washington) is a unique aspect of the model,

and in theory makes sense, Despite a naturally expected degree

of competitioon:'among islands and advifsorrs for investbr leads

generated (a possible model "fault"), the evaluation team was

convinced that potential investors were given objective

advise and were not directed toward partic-ular rites.

As will be discussed later in this report, however,.-the

evaluation team was not convinced that in execution the investor

search activity has been of s-ufficient use to justi'fy its cost.

Certain segments of and indivi-duals associated with the search

program have been more effective than others, but the totality

of the effort has not generated a sufficient numbe.r of serious

investment leads,

A peripheral but presumed important component of the

PDAP model, as proposed by the contractor, was the international

"network" of Coopers a'nd Lybrand offices throughout the United

/i States and over.seas, In practice, this network has- been of little

material1assstance to the PDAP effort, However, the evaluaticn

team feels that no firm of this type should expect to receive

active cooperation from Affiliates and branches that do not

benefit directly. In addition, affiliates should be expected
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to be loathe to refer their clients to PDAP opportunities, lest

their clients' experience in the Eastern Caribbean cause fric-

tions with the existing relationship between C&L and its clients.

A final noteworthy component of the PDAP model is central

contractor management. As:,envisioned, the PDAP approach would

leave management ob a:Acomplex project to the contractor. As

is discussed later in this report, personality conflicts and

questions over internal control over the project led to lack

of coordination and direction. For example, little effort was

made by the Barbados project leadeT to bntage the Washington-

based search activity intothe overall effort. These and related

problems have until recently undermined the model's management

approach and objective.

Overall, the PDAP model is essentially sound from a~con-

ceptual perspective. It has evolved ove time in the programmatic

.7 sense that demands on the project team ed both formally and

informally. Some deficiencies in performance c be traced to

the model itself (e.g., the emphasis on job creation rather than

on policy dialogue or institution building, or the requirement

that island advisors to play multifaceted roles for which they

may not be qualified or inclined to perform.. However, a con-

siderable degree of problems mus-t be as-cribed to contractor per--

formance. For example, the lack of appropriate and contractually

required reporting on program activities in the Past inhibited

the capability for reviev and correction By C&L management or

fo r oversight by AID,



-17-

The evaluation team has reviewed the PDAP model require-

ment for a resident advisor on each island., The central ques-

tion posed should not be whether or not the model requires one

advisor on each island, Rather, the issue should be what do

the individual needs of each island demand, with appropriate

staffing assignments aetermined accordingly,. In the opinion

of the evaluation team, certain functions, eg , institution

building, are. easier to accommodate witb regular nonqresident

technical assistance.

Investment promotion activities per se, however, are

more difficult to accommodate without resident advisors,

However, the team notes that some islands in the region

(e.g. St. Lucia) should be ready to graduate from the

resident advisor program and institutionalize this function

in the appropriate local government structure. All resident

advsior promotion activities should be aggressively oriented

to achieve this same functional transfer.

This evaluation recommends a number of changes in the

PDAP model, both in the role and priorities of the PDAP

advisors and in the interaction with the investor search

program. The question of the utility of the PDAP model

really turns on semantics. The evaluation team leaves to

RDO/C the issue of whether or not the model changes suggested

constitute a fundamental critique of the model, or are simply

a call for adjustments which can be accommodated within 
the

PDAP model framework.



PDAP Results to Date

In its scope of work, the evaluation team was asked to

assess the performance of PDAP in terms of investment and job

creation, export development, and institution building. This

evalu'ation has been hampered by a poor reporting system which

has only in recent months undergone considerable change and

improvement. The subject of the reporting system is dealt with

in greater detail in the companion report prepared by CBA

Associates.

For purposes of this report, however, several points

are of- relevance. No systematic reporting of PDAP quantitative

outputs was in force through PDAP I and much of PDAP II. Island

advisors were not asked for actual figures in their monthly

reports to the Barbados team leader, and advisors did not review

reports issued to RDO/C or AID. Most reviews were descriptive

in nature and contained few statistics to track over time.

Actual employment figures were seldom if ever documented, but

estimates were used in their place. Definitional problems

have not been dealt with effectively, as is spelled out below.

However, the evaluation team notes that periodic reports have

improved dramatically in frequency and quality over the past

few months.

Employment Creation

PDAP I was administered with a target of generating

3,000 job opportunities by the end of the contract period

(a three-year period ending September 1984). An evaluation

completed in September 1983 noted that at that time, PDAP

had played a key role in promoting 13 new enterprises accounting
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for 226 jobs but expected to employ 1,986 individuals
SRI

when in full operation. TheAevaluation team has current

employment figures for eight of the 13 firms, which are a total

of 1,117 less than those projected. Therefore, as best as can

be calculated in the time provided by the evaluation team,

the actual job creation figure for the 13 firms is about 869,

rather than the 1,986 projected. This same evaluation conducted

in 1983 concluded that the 3,000 Job target was "far too modest."

In its proposal for the follow-on contract to PDAP I,

Coopers and Lybrand stated that by mid-1984, their PDAP team

had assisted 19 private sector projiects, and that "On the basis

of the current plans of the entrepreneurs concerned it is

expected that these will provide more than 4,000 new jobs in

the region by the end of 1985." At least 3,000 further job

opportunities were expected by C&L in the region in the foresee.,

future. The proposal focused on job creation "estimates"

rather than actual job opportunities created by PDAP I.

However, regarding the performance of FDAP I, Coopers claimed

that "Each of these (19) private sector projects cited was

wholly the product of the PDAP assignment." The proposal went

on to state that the primary quantitative objective of PDAP II

would be the generation of 15,000 jobs "broadly based 
in agri-

culture,, agri-business, manufacturing, tourism and 
service

activities.

The evaluation team was provided with a list of investm'

promoted under PDAP I and II, including current and forecast

employment. While the team acknowledges that this is a workin:
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rather than final document that has not been verified, it-. is

the only such document that can be used in fulfilment of the

scope of work. Therefore, the analysis will proceed but

recognize the problems associated with using this document.

The PDAP "success list" includes 67 investment projects.

Since some of these ventures are in a start-up phase, no

employment figures are listed. The total current employment

" figure comes to 4,196 job opportunities created. Assuming

that these jobs were in effect at the end of 1985, this figure

corresponds to that presented in the Coopers PDAP I proposal.

The evaluation team asked investors (in the United Stat.

and in the EC region) to state their employment rolls. As mig:

be expected, particularly given the cyclical nature of many of

the businesses involved, labor forces have fluctuated. Some

expanded and some contracted. Overall, on the basis of those

firms contacted (by far not the entire list), a downward adjus:

ment of 308 jobs -- consisting of 400 job losses and 92 job

gains -- results in a total of 3,888 job opportunities associa"

with PDAP I and II.

However, this latter figure includes two enterprises

whose actual investment predates PDAP I (Pico and St. Vincent

Children's Wear), even though according to some PDAP was in-

strumental in keeping the enterprises viable. These two

enterprises consist of 280 full-time employees and 1,200

cottage workers. When combined, these 1,480 jobs account for

35 percent of the C&L total (.4,196) and 38 percent of the

adjusted total (3,888). If one were to apply a "strict con-

structionist view" that these firms should not be included,
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then the adjusted job creation figure drops to 2,408 from

3,888. The evaluation team is not prepared to reach a deter'min-

ation whether these firms should be included as PDAP successes,

since the team did not have time to pursue the issue. However,

one can question the inclusion of 1,200 cottage industry jobs

as equivalent to full-time permanent employment.

Any more detailed job performance evaluation would

require time and effort well beyond this evaluation. Overall,

the PDAP program has assisted in promoting investments which

have created new jobs in the region, and a number of enterprises

-currently starting-up will lead to new job opportunities.

However, job creation performance is clearly likely to fall

well short of the 15,000 proposed target for PDAP I and II.

Investment

Neither PDAP I nor PDAP II had, to the best knowledge of

the evaluation team, quantifiable investment targets (either

number of investment or total capital employed). Investors

have been loarhe to provide figures on capital investment, and

so the evaluation team cannot provide totals.

The number cf new investments promoted/created by PDAP

I and II falls in the range of 65-70, some of which are in

pre-implementation phases. The evaluation team notes one

definitional problem -- should subcontracts be defined and

reported in the same manner as direct investments or joint

ventures? For example, four of the 65/70 success cases are

in effect separate subcontracts extended to the same firm in

Antigua, In one sense these include separate promotional

campaigns, but in another sense they only represent separate

trade opportunities for the same local firm, The evaluation



team believes that subcontracts should be listed separately,

but the overall investment success list should be expanded

to take this and other definitional questions into adequate

consideration.

Export Expansion

No data was provided to the evaluation team on export

growth attributable to the PDAP activity. Exports on each of

the islands have both expanded and contracted in recent years,

but largely as a function of international commodity prices and

demand for their traditional agricultural exports.

Each of the PDAP investments is, however, export oriented,

whether through agricultural and manufactured goods sales,

service exports, and tourism. The program has apparently held

well to its objective of promoting non-traditional exports.

Institutional Development

Although in-island advisors have focused their efforts

\J on investment promotion, a fair level of effort has been expended

on institution building, especially in the PDAP II era. A new

)investment promotion entity has been assisted by PDAP in St.

Vincent and Grenada, and various forms of assistance have been

provided to other host-country agencies charged with investment

promotion. These have included numerous forms of technical

assistance extended by PDAP/Barbados.

The evaluation team fully agrees with the PDAP II shift

toward institutional development, and further believes that

shift of emphasis has not been adequate, That is, many of the

promotional agencies are-in an early development phase and

require considerable technical, material and manpoweriforms

of -assistance to help them mature.
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Investor Survey Results

A major component in the examination of any program

aimed at providing assistance to the private sector should be

feedback from those firms that participated or were somehow

involved in the program's activities. As part of its scope of

work, the evaluation team was asked to interviev executives

from ten firms considered to be PDAP "success cases" (defined

as having committed to invest and as having received official

investment approvals), and from eleven firms which were

"vigorously pursued by PDAP staff but did not invest." The

evaluation team decided not only to survey all of these firms,

but also to discuss the PDAP program with each of the 69

"success cases" identified by PDAP Cexpanding on the sample

size of ten firms to include the entire universe of successes)

To carry out this task efficiently and within the time

and budget constraints of the evaluation, the team decided to

prepare a formal survey instrument and administer the questionn

by telephone. A copy of the questionnaire is appended to this

report. The evaluation team also interviewed about 15 executi

of firms now operating in the region during the team's in-

country research effort to confirm and add to information

gathered in the United States.

The following section reviews the responses given in

the team's telephone survey of investors, supplemented 
by co.-

ments offered by in-country investors, Quantitative figures

will be given where possible, but due to the variability of

investment forms and experiences (e.g., failed enterprises

versus profitable ventures, small agribusiness 
concerns with'
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three employees versus 100 employee electronics companies, etc.)

the most appropriate presentation is a qualitative summary of

responses. Some of those interviewed provided full responses

to the questionnaires, whereas others gave only partial responses.

A number of investors asked that their replies remain confiden-

tial.

Quantity of Reponses

The evaluation team sought to contact each of the 69

investors listed as success cases, using telephone numbers

listed on separate, printout "contact -sheets" provided by

Coopers and Lybrand. Of this total, the evalultion team

was able to collect full or partial reponses from 27 firms.

of the remainder, 2Z contact sheets had no telephone number

listed on the firm, seven firms had their telephones disconnected

(some had perhaps relecated), and there was no answer at one

telephone listing. For the remaining 12 firms, the principal

executive was either out of town or otherwise unable to be

contacted. The evaluation team made repeated attempts to reach

firms with numbers listed, but did not have enough time to

seek out telephone numbers for firms which did not have numbers

listed on the contact sheets. The team is confident that the

sample reached is sufficient for purposes of this report, and

that the executives interviewed represent the most active

investors in the Eastern Caribbean region.

Of the 27 firms surveyed, 17 had ventures currently in

operation, and 6 firms were in various pre-implementation

phases, Of the remainder, two enterprises had failed, one

was in the process of pulling out, and one claimed to have no
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involvement.

The following discussion reviews the investor survey

responses, according to the topics listed in the appended

questionnaire. The evaluation team would like to stress that

not all issues were covered in each interview, and that in some

cases key executives have left the company in question, resulting

in responses given by individuals not intimately familiar with

the firm's experience. Notwithstanding these normal survey

idiosyncracies, the team is confident that the results reflect

an accurate overview picture of corporate views.

History of Involvement

Asked why their companies had explored offshore investment

possibilities, most executives ascribed their search to some

combination of two basic objectives -- to diversify sources of

supply, and to deal with competitive conditions at home or

abroad. Rationales cited include the need for low cost labor,

"economic factors," and fears of trade restrictions on imports

from other sources of supply (e.g., the Far East).

Countries considered as investment sites generally

included several or all countries in the Eastern Caribbean

region, neighboring countries (e.g., Haiti-, Jamaica, Dominican

Republic), Mexico and in some cases countries in the Far East

(Taiwan, Singapore, Hong Kong, etc.). Most firms had no other

offshore facilities, with certain exceptions; some electronics

and apparel companies had ventures or subcontracts in the Far

East, Mexico, or other countries in the Caribbean,

In response to the question of how they had become

interested in the Eastern Caribbean as an investment site,
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several executives mentioned that they had been approached b'

PDAP personnel (primarily at industry trade shows). However,

most claimed to have sought out information on the region on

the basis of their own thinking .or research. The economic

factors most often cited as attractive were low cost labor,

proximity to the United States, and the fact that the countries

were English-speaking. Few executives in the United States

placed much emphasis on the absence of quotas or CBI trade

preferences. However, in-country managers claimed that U.S.

936 tax provisions, 807 trade provisions, tariff preferences

or lack of quotas are critical to the viability of their

operations, and that in the event of adverse changes in these

policies would very clearly jeopardize their presence. As

expected, very few firms placed a high priority on host country

investment incentives. This finding is consistent with SRI's

experience elsewhere.

Turning to negative factors in the region's investment

climate, no consensus emerged. Concern was expressed in some

cases over poor transportation links, lack of factory space

and a dearth of middle management (primarily technical exper-

tise, as w6ll as over general political stability. In-country

managers interviewed focussed on practical, operational problems.

These include the absence of adequate factory space, lack of

access to utilities (electricity, water, and telephones),

delays over approvals and necessary licenses, and inadequate

transportation. In many cases, these start-up problems were

allayed over time for existing investors, but continue to

vex new, incoming firms.
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Most executives interviewed were attracted to the region

in general, and were directed toward their ultimate investment

sites through a variety of means. The general course of decision-

making included the initiation of general interest, a degree of

U.S.-based research and evaluation, one or more site visits,

and eventual decision to proceed. The PDAP investor search

staff was in about one half of the cases involved in the initial

stages, but investors generally agreed that if PDAP did play

a role in the investment decision, it was the resident advisors

activities that were of central importance.

Investment-Related Information

Of the 26 firms interviewed that claimed a presence

(in the past or currently) in the region, 14 were cited as

direct investments, 8 as subcontracts, and 3 as joint ventures.

As is often the case with start,-up enterprises, the corporate

nature of the venture can evolve over time or even take on the

characteristics of several activities at the same time (e.g.,

a firm can have a direct investment and a joint venture simul-

taneously, or a subcontract can shift into a direct investment.

The activities of the firms surveyed are distributed

&i&&i&&Aa&*&8@&L&i&&& throughout the islands relatively

evenly, thereby giving a fairly even geographic 
distribution.

The product lines involved generally fall into one of three

categories -_ electronic components, apparel, 
and agribusiness.

Most of the latter ventures are located in Belize, 
As noted

previously, 17 of the 27 firms are now in operation, and

6 are in a pre-implementation phase,
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The evaluation team asked respondents to list the current

employment of their ventures. Of the total, 5 firms claimed to

have no employees;. these were either project failures or ventures

now starting up. Four executives, primarily in firms with

subcontracts-in the region, had no idea of how many employees

were involved. Several respondents gave estimated ranges of

employment, since their work is cyclical.

With these caveats in mind, the total jobs accounted for

by the investor survey was between 1,098 full-time employees

and 1,200 part-time cottage workers. Of this total, St. Vincent

Children's wear accounted for 200 full.-time employees and all

of the 1,200 cottage workers cited. While assisted in start-up

phases by the PDA? program, this investment predates the ini-

tiation of the PDAP program, and therefore it is ptoblemmafic

whether or not it represents a PDAP success case. Removing this

component from the totals leaves 898 full-time jobs and no

cottage industry Jobs accounted for by the firms surveyed.

However, the evaluation team notes that less than one half of

the PDAP investmaut success cases were covered in the survey.

Most investors interviewed were loathe to provide

figures on their capital invested, and/or were not sure of

these figures. Ho.wever, they ranged from a low of no funds

employed (primarily subcontracts) to a high of U.S.$500,000.

In most cases, capital investment consisted of small amounts

of inventory (components) and production machinery.

Most of the larger firms have relied on an empatriate

manager resident on-island to oversee their operations, especially

in startvup phases. Others rely on local managers (particularly
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in sub-contract situations) with periodic visits 
by expatriate

managers and technical personnel. Since cost factors are

centrally important to the viability of ventures, 
and since

expatriate housing and living costs are high in the region,

most firms seek to recruit local technical/managerial personnel

if at all possible.

Role/Activities of the PDAP Staff

Most of the investors interviewed claimed to have first

come into contact with U.S.-ba~ed PDAP personnel, primarily

via contacts at trade shows. While some had communicated with

C&L staff in the early years of PDAP, the majority of 
the firms

surveyed felt that initial contact was in 19.84 or thereafter.

Nearly all executives did receive written materials

on the investment climate in the region from the Washington

office of PDAP. About one half of those interviewed claimed

these materials to be adequate, but some suggested 
that they

were too general to be of much use or were only 
good introduc-

tory pieces.

The evaluation team could not establish any 
pattern

of experience for other forms of assistance provided by PDAP.

Some indicated that no additional help was provided (nor asked

for)., whereas others stated that PDAP staff extended site 
visir

assistance, arranged meetings, gave additional 
information,

etc. With respect to in-country assistance, investors intervi,

noted a wide variation of experience from isla,.d to island,

which was to a large extent dependent on the energies and

capabilities of the individual advisors,

The majority of executives surveyed described PDAP
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assistance as either "sufficient-to their needs" or "timely

and relevant," although listed modest or negligible. Very

few respondents had any comments regarding the professional

capabilities of the Coopers staff.

Most investors were positively impressed with the

assistance provided by PDAP, including the provision of

local contacts and information on operating conditions,

offering unbiased opinions on local companies, and hosting

investors on reconnaissance tours. Again, the comments varied

by island.

Negative impressions Tegarding PDAP personnel were

limited. Seveial investors claimed that they were misled into

thinking PDAP advice was consistent witth official government

policy, only to find this was not the case. Others wished the

Washington staff or island advisors had more business experien.:

and could pass on :more specific information on. operating

conditions and regulations.

The major recommendation for improvement in PDAP servic.

vdiced by a number of those surveyed was for more detailed,

industry specific and island specific information. They agree

that what they had received was useful, but was insufficient

to the overall investment decision process,

Conclusions

Most companies had no Basis for comparing PDAP services

with those of other promotion agencies, since few had "shopped

around" extensively, Of Z5 respondents, 16 clained th-at they

would have in ested in the region regardless of the PDAP

presence an assistance. Six investors -stated they would not
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have invested in the region without PDAP, and three had no

opinion. In the view of the evaluation team, this response

should be expected, for several reasons. First, it 'is the

investment climate fundamentals that drive any ultimate decision

rather than promotional programs, whether good or bad. Second,

few investors will admit (even if it is true) that an external

agent such as PDAP played an overriding role in their decisions.

Finally, there are many factors that contribute to investor

decisions, including overcoming obstacles as they arise.

Therefore, it is impossible to say whether investor interest

would have been maintained if such obstacles were not 
addressed

effectively.

Most survey respondents concluded that operating conditions

in the region have essentially met their expectAtions. 
Some

have experiences better than antic-ipated conditions, 
whereas

other have encountered unexpected problems, particularly 
relating

to U.S. trade policies and practices (e.g., adverse classifica-

tion of production items, taxes on value added, etc.). Nearly

all those questioned plan to maintain their 
investment inde-

finitely, and hoped to expand operations, 
A select number h&ve

folded up their operations or plan to in the near future.

They survey of companies vigorously pursued but did not

invest provided results consistent with 
the survey of success

cases. These firms did not invest, however, due to a perception

that operating conditions (factory space, infrastructure, etc..)

did not meet their minimum requirements.
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Overall, the investor survey confirms several conclusions

reached independently by the evaluation team. Investment deci-

sions were made on the basis of fundamental conditions in the

region's investment and policy climate, as should be expected.

Investors were much more interested in discussing these factors,

both positive and negative, than reviewing the contributions

provided by PDAP.

The PDAP effort, identified by most as Coopers and Lybrand,

was generally viewed in a positive vein, and the assistance

provided to investors was considered helpful, although responses

ranged from "modest" to "critically important." This was par-

ticularly evident of assistance pffered by resident island

advisors.

Finally, from *a broader CBI perspective,, the majority

of opinion among investors is that the Eastern Caribbean region

has considerable long-term investment -potential. Some islands

are ahead of others in terms of infrastructure availability and

technical capabilities, but all could become attractive 
investment

sites over time if appropriate strategies are designed 
and

administered to overcome physical bottlenecks and improve

attitudes, policies and institutional structures which 
in

combination form the local investment environment.
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Investment Promotion Cost Effectiveness

The ultimate measure of the performance of investment

promotion activities is the number and size of new investments/

exports in the host country and the number of jobs generated

from these investments. There is no practical ex post facto

method to determine the relative impact of promotional efforts

on investment decisions as distinct from the general investment

climate or other factors. Most corporate officials would

necessarily downplay the importance of investment promotion,

since they would prefer to conclude that the investment deci-

sion was made on the basis of an objective assessment of host

country conditions. (See the investor survey section of this

report for a more specific reading of the factors investors

credit for their decision in the E.C. regioni

Attempts to trace the causal factors of the decision

process prove to be difficult since entrepreneurs 
base their

decisions on assessments of a complex mix of objective and sub-

jective criteria. The credit that can be legitimately ascribe.-

to investment promotion activities is sometimes substantial,

other times minimal, but usually incidental 
to an investment

decision.

Despite these difficulties, the cost effectiveness of

investment promotion activities can and should 
be monitored an:

tested on a regular basis in order to allow for program correc-

tions intended to increase the yield of the promotion function.

Since promotion programs seek to generate 
and sustain

investor interest, and since new investments create economic

gains, it is possible at least in a notional sense to measure
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the benefits and costs of any investment promotion program as

a whole, as well as a number of components within it.

Promotional efforts have both quantifiable costs and

benefits. The benefits sought are increases in employment, capi-

tal invested, levels of foreign exchange savings/earnings, etc.

On the other side of the 3edger, costs can be measured in terms

of the budgetary outlays incurred in promotional efforts. Over

time, therefore, one can calculate the overall benefits derived

from new investments (e.g., number of new jobs created times

the average prevailing wage rate), and compare the benefits to the

costs of promotional efforts. The chart on the following page,

drawn from SRI's investment promotion assessment for AID/PRE,

illustrates how these cost/benefit factors might be disaggregated.

The evaluation team has not been able to identify any

systematic or rigorous attempt by PDAP to evaluate the cost/

benefit effectiveness of its various promotion efforts over the

course of PDAP I or 11. Therefore, the team has for purposes

of this evaluation had to rely .on data bases which are not well

defined sufficiently to support a detailed analysis.

In addition, as stated elsewhere in this report, the

evaluation team believes the jobs target set frr the PDAP

program was unrealistically ambitious given the region's

infrastructural and investment climate constraints. Such

overly ambitious targets invariably leads to abherrations in

program emphasis. Quoting from SRI's 1984 investment proiotion

study for AID/PRE:

Although some form of cost/benefit calculation would

establish a degree of accountability on the part of pro-

motion agencies, it might also create certain problems.

First, it assumes that pomotion -gencies are principally

responsible for new investments or-the lack thereof.
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. . . even the efforts of well-managed promotion agencies

can be stymied by a poor business climate or bureaUcratic

inertia. If unrealistically high expectations are set

for performance, the promotion agency might end up

spending more time promoting success than promoting the

investment climate. While perflormance targets represent

a useful technique for monitoring promotion programs,

they should be managed carefully to avoid situations

in which quality would be sacrifices for quantity.

In t.he view of the evaluation team, the PDAP program to a large

extent fell into this trap -- with PDAP personnel becoming

bdund to unrealistic Job targets.

From September 1981 through February 1986, FDA? I and II

actual expenditures totalled $11.8 million on a budget of

$11.5 million. PDAP II actual expenditures currently are

running at 78 percent of budget with 47 -percent of the project

performance period having elapsed.

Of the totals, PDAP II U.S. costs appear to have already

exceeded the contract budget (Budget -- $1.3 million; Actual --

$1..4 million), whereas the In-country advisor activity is spending

down at a rate just over budget (55 percent of the budget has

been expended and 47 percent of the project period has elapsed).

It would seem, then, that as in PDAP I the 'U.S. project

costs have cons Atly outpaced budget -- dramatically at

almost the halfway point of the PDAP II contract period. These

costs are almost completely attributable to the Washington

investor search program. This program's expenditures represent

27 percent of PDAP II total expenditures to date. Allowed to

spend through the scheduled end of the PDAP II performance

period at the actual rate recorded thus far, the investor

search program is projected to cost in excess of $3 million --

a cost overrun rate consistent with the PDA? investor search
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overrun (290 percent or $1.5 million versus $374,000 budgeted).

Since the contractor does not disaggregate PDAP staff"

time allocations by functions (i.e., percentages of time

spent on investment promotion versus institution building versus

policy dialogue, etc.), it is impossible for this evaluation

team to provide a finely drawn assessment of project costs by

function. However, one can assess the yield of the Washington

program by disaggregating the total number and source of

investor contacts recorded by PDAP Vashington since the inception

of PDAP I.

TDAP I and 'I Investor- Contacts

Source Total 'Number Percent of Total

Trade Shows 1,807 27

Desk Researcbh/Mailings 1,604 24

Seminars 970 15

By Subcontractor 502 8

Dept. of Commerce 276 4

PDAP Advisor 270 4

PDA? Contact/Unknown Source 264 4

Advertising/Articles 261 4

Other 220 3

Unknown 205 3

OPIC 103 2

C&L Office 76 1

AID 60 1

-Total 6,618 lQo

Assuming the data is correct, approximately 21 percent

(1,366) of the total PDAP contacts were sources outside of
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PDAP itself. Therefore, one can conclude that PDAP has by

its own reckoning generat-ed approximately 5,252 investor leaas

in approximately four and one half years of operation.

Of these contacts, PDAP cites 69/70 success storie5

(presumably investment commitmen.ts), two additional investments

planned, four investment expansions, and 95 "hot" prospects.

Of the 6,618 contacts, 1930 leads resulted in some PDAP follow-

up interaction, presumably based on company interest expressed.

These. follow-ups led to 253 island visitations reported,

69 or 70 investment commitments, ultimately yielding a ?DAP

estimate of 4,196 new jobs created (a figure analyzed elsewhere

in this report).

If these investment promotion activities vere to be

placed within the framework of the SRI investment promotion

pyramid model, one can get a better conceptual sense of how

well each promotion process has helped lead toward the achievement

of PDAP's job creation figure.

J ob s
4196

Investmnts

6618
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On the basis of these figures, the evaluation team.

observes that 29 percent of all prospective investor contacts

led to PDAP servicing of follow-up inquiries (1,930). Approxi-

mately 13 percent of those who had follow-up contacts (253)

actually visited the Eastern Caribbean, 69 of whom invested

or made commitments to invest but might not have actually

invested yet, yielding 4,196 Jobs.

The evaluation team is impressed that 27 percent of

all prospective investors who visited the islands actually

committed to invest, and that 29 percent of all contacts

generated actually sought follow-up information on the region.

The team is less impressed with the total number of contacts

made over the life of the PDA:P program and the cost -- $3.9

million ($1.5 million for PDAP I and $1.4 million for PDAP II)

-- associated with generating those leads,

Approximately two-thirds (4,391) of all PDAP investor

contacts can be credited to these activities: trade shows-

27 percent; desk research/mailings-
2 4 percent; and seminars-15

percent. Assuming the accuracy of these PDAP generated numbers,

it suggests to the evaluation team that these programs 
should

be analyzed further and be redesigned or improved in order 
to

increase the number of investor contacts significantly.

Also, on the basis of the PDAP promotion pyramid estab-

lished, once serious investors are brought to visit the region

the success rate is quite high (27 percent),, even if the average

number of jobs per investment is relatively small (61).

The evaluation team questions the validity of reviewing

iu greater detail the implications of these statistics for

cost effectiveness insights. There is reason to believe that
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these numbers -- which were generated specifically at the

request of the evaluation team -- might not prepresent a com+

pletely accurate picture of PDAP Washington promotion acti-

vities. Should this program continue, substantial attention

should be devoted to generating the kind of statistical base

and review mechanisms which are essential to effective program

direction and oversight.
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PDAP MANAGEMENT

Virtually everyone interviewed by the evaluation team

faulted the contractor for weak proie , especially

in the PDAP I and early PDAP I years. PDAP suffered from a

series of project personality conflicts and C&L affiliate rival-

ries which apparently diverted contractor energies and attention.

It is arguable that to some extent these difficulties

were inevitable, given the management structure established

from the beginning of ?DAP I, Inasmuch as RDO/C contracted

with C&L's Washington office, -whose senior -management was

ultimately responsibIle for project oversight, but required

central project management -n B arbadow wuith a project leader

selected from C&L's London affiliate Cand a mixed team of

resident island advisors from C&L Washington, its overseas

affiliates, and subcontractors), the system was inherently

subject to a series of centrifugal forces. However, these

management stress points should have been evident to both

C&L and AID, and system safeguards should have been implemented

to minimize difficulties and/or to deal effectively with

problems as they arose.

These management weaknesses were, in the opinion of

the evaluation team, chiefly responsible for some of the early

performance problems of various resident advisors who were

judged to be poor candidates for their assigned island posts.

In addition, design and implementation problems associated 
with

the Washington investor search program also suffered from 
a

lack of effective and knowledgeable management guidance.

Similarly, the contractor reporting system and inadequacies
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in data generated by the C&L management information system

all could and should have been addressed early on in the PDAP

project by a more earnest contractor or zealous oversight

activity. These specific design and administration shortfalls

are addessed elsewhere in this report, Nonetheless, the

current PDAP field organization has begun to generate the

kind and volume of data essential to more effective contract

administration and oversight.

The evaluation" team notes that most of the management

inadequacies cited ILave b"een addressed by, TDO/C and the contract..r

alike. The team Is, on Balance, qu±te favorally impressed with

the energy and commitment of the current rosteT of Tesident

island advisora and their team leader in Barbados., In addition.

the evaluation team applauds recent ch:anges- i the management

of the investor search progTam.

In short, the current ?DAP management structure should

be capable of -executing the kinds of project Tedirecti-ons

recommended in this -report, assuming imcrements: of external

assistance for certain derignated tasks, and a rigidly adhered

to project performance reporting system. Hoveyer, should RDO/

decide that a different contract structure is warranted, the

evaluation team is confident that the program recommendations

contained in this report could be accommodated within a differc-

management structure,

A central contract management question before RDO/C

should be whether or not the lengthy and costly' learning
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experience of the contractor over the life: of PDAP is worth

retaining because of operational efficiencies developed by

the PDAP team over time, The evaluation team notes that even

if KDO/C decides to retain and extend the C&L contract, PDAP

is likely to be subject to a number of routine staff changes

/% in the next six months which will require the current contractor

to recruit and provide orientations for new personnel. Given

this fact, and the nature and extent of progra modifications

.-ecommended for Washington and the field, the evaluation team

concludes that RDO/C could find reasonable justification to

either retain and task the current contractor or meet th.e

Mission's needs in this program area through. other mechanisms,
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GREN ADA

The case of Grenada is unique among. PDAP countries in

several important respects, and hence PDAP activities in

Grenada should be examined with the following characteristics

in mind.

0 Grenada was late to enter the PDAP program, having

been added only in the Winter of 1984. Therefore,

any assessment of resultv on Grenada should be con-

ditioned by a limited gestation period.

* The Grenada program consists of three resident advisors,

as opposed to only on& advisor in each of the other

PDAP countries.

* Grenada has a resident USAID Mission, wberea& all

other PDAP. countries have no USArD presence.

* Economic and political developments in Grenada are

in comparison w-ith other 'PDAP countrLes of relatively

high. interest to the United States and U.S. officials,

thereby adding an additional layer of complexity to

PDAP and related assistance programs.

The PDAP program on Grenada was inaugurated in -the

IVinter of l984 . The first resident advisor, Rus-sell Muir,

operated in Grenada from that time -until be left in mid-1985.

In -various stages throughout 1985, the single advisor was

replaced by three new- adv±i-ors, each of whom plays a separate

and distinct role i-a Grenada.

1. One advisor, Michael Dyson, carries out functions

comparaBle to those of individual advisors in other

PDAP sites, He seeks out investor prospects, hosts

incoming invertors, arranges appropriate meetings,

and provides a range of pre-start-up investor ser-

vi'ces.

2. A second advisor, James Haybyr'ne, was seconded from
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Coopers and Lybrand's Washington office to the PDAP

project for the expressed purpose of working on

strategies for the divestiture of government enter-

prises. His recent work has concentrated on efforts

to break up the monopoly power of government-owned

and operated utilities.

3. The third advisor, Roy Clarke, serves as an advisor

to the Grenada Industrial Development Corporation (IDC),

a recently established government entity organized to

promote investment and administer approval& for in-

-vestment incentives. Clarke'& role is to provide

technical assistance to the IDC, and also to carry out

an institutional development program.

The IDC was es-tablished by an Act of Parliament in

February 1985. It is a statutory hody w±th direct repcting

responsiBility to the Minister of Tinance, Trade, Industrial

Development and ?lanning, a position currently held by the

Prime Mini'ster. The IDC has a broad -mandate aimed to "stimu-

late, facilitate and undertake" necessary for the establish-

ment and development of industry in Grenada, Although charged

with a wiae range of functions related to investment promotion

and assistance, the IDC to date has focused its efforts on

reviewuiqg and approving applications for investment incentives.

The IDC i-s described by all those interviewed as a

"fledgeling" organization currently i-n a development stage,

The current staff consists of 13 individuals, including six

professionals (two investment promotion officera, tw-o project

officers, and a manager and assistant-manager for industrial,

estates). The IDC's Manager has recently resigned, and a new-
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Manager is currently being recruited. The Chairman of the

IDC's nine member board is Mr. S.H. Graham. Members of the

IDC's Board are all drawn from the private sector, and repre-

sent various interest groups within the private sector. While

the IPC reviews and provides recommendations on applications

for investment incentives, ultimate approval authority rests

with the Cabinet.

From a conceptual standpoint, apart from the application

review role of the IPC, the ultimate functions and goals of

the IPC and PDAP are close to identical. BEotlx seek in the end

to promote Grenada as an investment s±te and to provide a range

of investor services. In practice, the "investiment promotion"

PDAP advisor most often serves the role of developing investment

leads, hosting incoming investors, and providing information

and procedural advice to Investors, In his absence or during

busy periods, he is "backstopped" by the advisor resident 
in

the IPC.

The results of the -PDA -rogram to date have been modest

in quantitative terms. Ident±fied "success cases" include only

a renovatea hotel Cprevitously employing about 250 construction

workers, and currently employing about 10CL as hotel staff) and

an apparel fir- employing about 75 individuals. How-ever , a

numher of large pharmaceutical firms are in various start-up

phases or are actively consi-dering investments-,

The lack of tangible program results can he attributed

to a number of causes such as. lack of factory space, undeveloped

infrastructure (e..g., inadeqnate access to water and electr-city),

policy constraints, poor transportat-ion links, 
and investor

concerns over long-term political stability, 'Many of these
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constraints have been addressed vigorously over the past two

years, to the point where the current promotion advisor suggests

that investment prospects now being discussed could lead to

the creation of 1,000 additional job opportunities within a

year's time. The PDAP team on Grenada has concentrated its

efforts on tourism and light manufacturing as investment targets.

Neither the PDAP team nor the IPC h.,! -qr et h an a

jm!)ginal involvement in th~e development of government policies

that directly affect the investment climate. Neither had an

input in a recently implemented change in fiscal -policy which

was based largely on a U,.S.-funded consulting activity-. The

PDAP team does maintain working relations with the local USAID

Mission, which takes an active interest in PDAP activities.

Historically and to this ti-me, the nature and effectiveness

of PDAP/Miss-ion relationships are dependent upon and vary

according to the individuals involved,

Despite the abrence of measurable -results, the evalua-

tion team observed in Grenada clear progress i-n tbe areas of

overcoming infrastructure constraints, is-ntitution building,

and changing attitudes toward private investment, Given the

short s-pan of time allotted for in-country interviews, however,

the team is unale to reach any determination on ie eent to

which these improve-ments can be attributed to the PDAP presence.

In addition, it seers clear that a considerable proportion of

foreign prospects have been attracted to Grenada as- a result of

both U.S, 936 ta7 provisions and high. leve-l executive interest

within the firn, rather than on purely economic grounds,

As a result, the future of new ventures in Grenada is vulnerab]

to changes in 936 provisions and possible reductions of execut: •

i-t-erest in the Island.
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The development of specific recommendations for the

PDAP activity on Grenada is well beyond the scope of this

project, and should Be the result of a detailed investigation

of constraints and opportunities. However, a few general

courses of action appear warranted to the evaluation team.

* The PDAP investment promotion/assiStance presence

in Grenada should be retained until the IDC has

developed a sufficient institutional capacity to

carry out these functions,

* Since all three current advisors report directly

and individuallyto the Barbados- team leader,

it would seem advisable in the whort~run to

appoint one of the three Grenada advisorw as local

team leader. This could serve to coordinate island

activities more efficiently and avol-d overlapping

communications.

" Considerable efforts should be made to develop and

improve the IDC's institutional capacity. The

evaluation team do-ubts that substantial progress

can 'e made in improving the IDC -under the current

IDC management structure.

* Assuming that appropriate changes can be instituted

in -the IDC, a clear strategy should be articulated

for transferring to IDC functions currently carried

out by PDAP.

* In an interim period, the functions of the three

PDAP advisors could be collapsed into one position

sited within the IDC.
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ST. LUCIA

The PDAP activity in St. Lucia is distinct among that

of other countries in the Eastern Carihbean in that the PDAP

advisor operates along ride a well-established investment pro-

motion agency, the National Development Corporation CNDC).

Therefore, the role of PDAP was to supplement rather than

inaugurate promotional acti-vities and resources applied to

meet that objective,

PDAP efforts on St. Lucia got off to a slow start due

to considerabile divergences of opinion and operat±zg style

between the first advisor, William Adler, and local authorities,

After aBout one year, Adler was replaced hy' Andrew Proctor,

the current advisor w-ho h-as Been in place for a'Font three years.

Working relationships kmp-roved -markedly. Between PDAP and the

NDC, and all Ldividuals interviewed hold a hihg regard for

the current -advisor.

The advisor.s activit±es largely parallel those of the

NDC, an industrial. promotion agency. that has "Been in existence

since 1974, The NDC's origins- have been traced to an initiative

of the Carib'bean De.relopment Bank to create similar institutions

throughout the region, The NDC appears to be t e only such

institut±on to take hold and develop.

The NDC reports to tae Minister of Planning, Its function!

include investment promotion and the administration of industrial

estates, The NDC consists of three divisions overseen by a

General Manager,

0 The Investment Promotion Divfsion includes two promotioi

offi,ce rs- locatea in St, Lucia, and one officer who
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" The Engineering and Estates Division consists of

one engineer, two engineering te-chnicians, and two,

estate inspectors.

" The Accounts and Administration Division includes

three professionals.

With respect to engineering and estates management, the NDC

designs, constructs, and maintains factory shells, The NDC

oversees some 6U00 acres of land in the Vieux Fort area, the

target area for the government's promotional activities.

The investment promotion division maintains tbe New York office,

attend-s trade shows, conducts direct mail campaigns, organizes

advertising, and prepares and distriUmtes short videocassettes

on the investment climate to potential investors. The NDC

recently undertook the placement of a two page advertisement

in the Wall Street Journal (April 9, 19861, and the evaluation

team feels that this effort was highly profess-ional.

In addItion to standard promotion activities, the NDC

also provides assistance to incoming investment -prospects.

The NDC not only hosts visitors, but .-!so extends help in

dealing with government agencies, prepar±ng applications,

understanding procedures, etc.

Since he w-as in the Far East on an investment pro-motion

tour (funded by, local sources rather than PDAP) , the evaluatio"

team vas not able to interviev the resident advisor. However.

all those interviewed Cgovernm'rL offi-cial, representatives

from the Chamber of Commerce, and private investors) offered

common view of the advisor's activities and usefulneas,

The majority of the advisor's efforts have been allocaX

prospective investor identification, promotion, and assistance.
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The advisor has worked closely with the NDC in participating

in trade showsand other promotional efforts, hosting incoming

investors, -providing information and assistance, and arranging

appropriate meetings. Often the PDAP advisor would be the

initial on-site contact to incoming investors, and eventually

would introduce these executives to relevant promotional officers

in the NDC. In addition, PDAP brought in an external consultant

to assist in the development of an industrial estate in Vieux

Fort.

As elsewhere, the quantitative res-ults of PDAP on St.
plastics,

Lucia have been -marginal. Several apparelenad electronics firms

have inaugurated operations with the help of PDAP, but some

have encountered -major problems (primarily relating to reduced

orders or government policies), thereby leading to fluctua.tions

in output and work forces employed. However, with the growth

of the Vieux Tort industrial estate (and free zome)_ and the

introduction of new forms of manufacturing Ce.g., electronics)

with potential spillover effects, one could conclude that

St. Lucia -- under certain conditions-- could experience

something of a "take-off" period of non-traditional -manufacturing.

Several foreign investors state that PDAP's off-island

investor search program (primarily trade shows) was instrumental

to their location decision, NTDC officials also appreciate

leads generated by the PDAP program, but are not aware of how

the-se leads are generated.

The evaluation team concludes that the resident advisor

has b-een actively 'and prpoductively augmenting the professional

resources of the NDC, and the PDAP program has produced a small
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number of investor prospects that have come to fruition on

St. Lucia. In addition, PDAP has extended financial resources

for promotional activities beyond the means of the NDC. PDAP

has not contributed -materially to institutional development,

basically because a strong institution is in place, and according

to those interviewed has not been substantively engaged in

policy dialog activitie.

In the view- of the evaluation team, the FDAP program

on St, Lucia could effectively and easily shift from a direct

advisor presence on the island to other forms- of technical and

financial support for the ITDC. The NDC apparently has the

institutional capability and manpcv-er reouTrue-er to carry out

most PDAP functions, but clai-ms to lack the resources to

conduct promotional activities. The NDC would like to retain

access to the PDAP investor search activity, although. in practb.

even this function should be transferred to the NDC, 
There

was no opposition voiced to the possihility of having no new

advisor to -replace the CuT-rent advisor, although the latter's

energy and contributi-ons have been high'ly appreci-ated.,
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ANTI GTJA

In Antigua, the PDAP and resident advisor have operatod

to date in something of a vacuum with respect to local insti-

tutions and capabilities for investment promotion. Hovever,

there are clear indications that a new, government sponsored

investment agency may come to fruition in the near future,

The initial resident advisor,-Jane Booker, served for

about three years on Antig-ua. Upon her assumption of the role

of team leader in Barbados in late 1985, she has been replaced

by Mary Lou Schram, who had previously worked in the TDAP

investor search. program in Washington. TT-e initial advisor

was first located physically within the Antiguan Ministry of

Economic Development. Due in large part to office deficiencies.

she eventually relocated the PDAP office in a separate 
space

shared with the Antiguan Chamber of Commerce, with which PDAP

works closely.

The role of tie PDAP advIsor has been divided between

a wide range of activities, Including assistance to foreign

promotion missions, fielding inquiries of pros-pects, hosting

incoming Investors, arrangtng meetings, etc, in terms of divi.,

of labor, the PDAP function generally concentrates on identify:.

and hosting imvestors. At a certain point, the Mini-stry of

Economic Development takes over to administer investment appli-

cations and approvals and the provision of fiscal incentives.

The PDAP advisors on Antigua have developed good workir.

relations with government agencies, including easy 
access to

high level officials, The advisors have not, however, been

directly involved in poiicy reform, but 
rather have concentrar

on breaking down barriers e7xisting -between the publi-c and pri-:
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sectors, which have been considerable in recent years. An

aura of distrust has existed between the public and privat-

sectors, due largely to concerns over actual or eventual

political power of variouc coalitions, The PDAP presence is

not viewed as a "private sector organization," but rather as

an agency trying to do a job, and has thus earned the trust

of both sectors. The advisor's efforts to host incoming investors,

smooth out red tape probiems, and act as a "wet nurse" to

new enterprises is seen as beneficial to all,

Antigua has no operational industrial development cor-

poration or board, although enabling legislation has been on

the books in 1954. However, based on WOrk by a private Cnon-PDAP)

consultant to the Minister of Economic Development, a proposal

has been placed before the Cabinet to approve an invigorated

industrial development corporation/b-oard. The proposed role

of the new- entity will Be to analyze investment proposals,

-manage industrial estates, provide extension se-rvices, and

carry out investment promoti-on activIties. The agency's board

of directors wvit include wide public and private sector

representation,

The quantitative results of PDAP on Antigua have been

modest, and from a definitional standpoi-nt have been overstated.

Specifically, four new- ventures listed as "success cases" by

C&L are in fact four separate s-uhcontracts to the same elec-

tronics fi-rm, The total employment generation fi-gure for the

four new- "investments" is' 100 jobs, w-hereas- th-e electronics

firm currently employs a total of 55 workers. The current jobs

listed for another electronics firm is 130, whereas actual

employment is in the 75-1U0 job range,
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The PDAP investor search activity has provided leads

for subcontracts by the previously mentioned electronics firm,

and this was described as a valuable marketing service for

which the investor would be willing to pay some 10-15 percent

of contract values. In addition, the TDAP resident advisor

has assisted local firms in their strategic plans and in securing

financing.

As in most cases, the advisors have focused their efforts

at hosting incoming investors and providing follow-up services

to existing firms. Little attention has been given to insti-

tutional development, in part due to the ahsence of a local

Investment promotion organization. The advisor has not been

actively involved In investment policy reform, and the policy

climate is described as relatively unchanged in recent years.

However, those interviewed noted a pro-private enterprise

shift in government attitudes.

The evaluation teaun feels that a continued PDAP presence

on Antigua is varranted, but that the attention of the advisor

should be shifted radically to institution building, particularly

in efforts to encourage and accelerate the development of. an

industrial development corporation/board, The local advisor

should probably Be assisted by external forms of expertise and

technical assistance, perhaps on a periodic basis, along the

lines of' PDAP assistance in St. Tincent.
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ST. VINCENT AND THE GRENADINES

St. Vincent and the Grenadines labor under the most

distressed macroeconomic conditions of the Eastern Caribbean

'region. The lowest per capita income (U.S.$ 760) and the

highest unemployment rate C45 percenti of the region, along

with the EC's highest birth rate, have subjected the government

toIemendous financial pressure.

PDAP's early involvement in St, Vincent vas constrained

by a political environment unfavorable to private sector devel-

opment. The ftrst PDAP advisor, Stuart Mclntoch, was assigned

to St. Vincent In 1983 from C&L's london affiliate, Given the

relatively unfavorable investment and political variables

during the advisor;s early tenure, most of his efforts reportedly

were dev6ted to undertaking investment promotidn activities

quite independent of the St. Vincent Development Corporatiqn

(DEVCO), with marginal -demonstrable success at new investment

and job creation.

DEVCO was officially forzed in .1973 with a very broad

mandate aimed at "facilitating, stimulating and undertaking

the development of St. Vincent and the Grenadines." Nonetheless,

DEVCO has until recently b5een almost exclusively preoccupied

with its development banking responsibility.

PDAP retained C, Anthony Audain in October 1984 to

undertake a special six month assignment aimed at reorganizing

DEVCO, While many of Audain 's recommendations have reportedly

been implemented, his fundamental conclusion that DEVCO be

devolved of its non-industrial development functions (e.g,,

development finance, touTism, and housing) has yet to be acted on.
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DEVCO's board consists primarily of private sector

representatives. However, the Permanent Secretary of the

Ministry of Trade and Industry also sits on the DEVCO board.

Board decisions are taken by a majority vote with the Chairman

casting the deciding vote in the event of deadlock.

The DEVCO Chairman reprorts to the 7inance Minister, who

currently also holds the position* of Prime Minister. Investment

applications, however, are reviewed bry the Minister of Trade

and Industry, and are sent to the Cabinet for approval.

DEVCO, therefore, has little direct or formal authority over

investment approvals. This structure obviously limits DEVCO's

effectiveness as an investment -development institution.

DEVCO's Budget is also fundamentally constrained inasmuch

as the corporation is to be self-financed through in-terest paid

o'n its development loans, and rent payments on industrial

estate leases. Since DECVO is judged to hlave a very poor loan

collection :ecord, and since St.. Vincent suffers from inadequate

DEVCO-financed factory space, the corporati'9n budget has' been

only large enough to defray saiary expens-es for its staff of

five professionals.

The DEVCO structure consists, of three -main divisions

Industrial estate Management (with responsibilityT for the con-

struction and management of factory space); Inves-tment Promotio"

(a function performed by default to date by the PDAP resident

advisor); and Development Banking Can. overwhelming DEVCO pre-

occupation with apparent poor effectiveness In addition to

DEVCO's General 'Manager, the corporation's professional 
staff

consists of one industrial development advisor, one industrial

development officer, one loan administration officer and one
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accountant.

inasmuch as DEVCO devotes little at'tention to investment

promotion activities, these functions command the nearly full-

time attention of the ?DAP advisor. In order to address St.

Vincent's institution building ne.eds, the PDAP program has

retained Mr. Darcy Boyce as a consultant one week per monuh

largely to assist in implementing the Audain DEVC0 reorganization

study.

Despite St. Vincent's poor macroeconomic performance, it

dobs offer the lowest labor costs in the region. The minimum

wage is "U.S.$0.63 per hour for male -vork--rs and oU.S.$0.48 per

hour for female workers. Nonetheless, effective investment

promotion and resultant job creation ir constTained by a lack

of factory space. The -modest additional factory space expected

to be completed by mid-.year is already s-lated for full utilizatiou

by the expansion of eistikng investor operati-ons, St. Tincent's

largest employer, St. Vincent's Children'S Vrear, will occupy

20,000 s&uare feet of the 30,000 square feet of new factory

space, enab3.in it to increase its current full-time work force

of 190 by as much as another 200 jobs, as well as to more fully

utilize or expand its current cottage worker force of 1,200.

It should be noted that PDAP's employment figures for

St. Vincent are heavily skewed by current employment figures

for the two investors whose operations predate the PDAP program

CPICO -- 80 current jobs, and St, Vincent's Children's Wear --

190 current full-tir, jobs and 1,200 cottage Jobs)_. The- evaluation

team also questions the legitimacy of PDAP enumerating the 1,200

cottage industry jobs in the same manner as full-time employment,,

Correcting for these two factors-, PDAP's employment generation
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success has been quite meager.

The evaluation team concludes that thse resmlts cannot

be expected to improve until St. Vincent solves its infrastruc-

ture problems, especially the lack of available factory space,

and improves its investment promotion institutional structure.

Therefore, the PDAP program should, in the opinion of the

evaluation team, severely restrict its investment promotion

role and be relieved of meeting established job creation

targets. Rather, its primary focus should be on institutional.

izing investment promotion functions in DEVCO and reforming

the government investment policy environment and structure,
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