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Introduction

SRI International's International Policy Center (1PC)
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 Blankstein 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:

e 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 1I,
in bringing about increased levels of employmentf

exports, and institutional capacity- and

e 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 governnent
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officials, and foreign and indigenous business persons. Mem-
bers of the SRI team visited Barbados, Grenada, St. Lucia and
Antigua. Charles Blankstein visited Barbados,*St. Kitts|
Antigua and Déwinicas 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-May 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

e The PDAP model, as implemented, has two inadequacies:
It has not provided for enough programrapproach 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.

e The commitment and level of energy of the PDAP field
staff is noteworthy. The resident advisors are éngaged in an
aggressive investment promotion campalgn; often against dif-
ficult odds. |

e By the objective performance standards establ shed

for PDAP I and II, the program has fallen-far short of job/imvew:

e e

mept/export ctreation targets, The contractor would not apgear

to be able to meet these goals by the contract completion date
even if a contract extension option is elected.
e The employment target established for PDAP is judged
to be overly ambitious and in its pursuit of this elusive tar-
e

get the contractor has missed opportunities to focus greater

attention on addressing more fundamental investment climate

needs.
need

« PDAP's weak central management allowed a number of
personnel and project administration problems unnecessarily
to divert project staff attention and energies. These problers
seen to have been solved.

e The Washington.investor search program is in need
of substantial upgrades, some of which have been initiated

following recent changes in PDAP management. Clearly, this
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program has not generated a suf_icient number of serinus in-
vestor leads to meet the overall employment target established
for PDAP despite funding commitments dramatically higher than
budgeted.

e¢ The investor survey conducted as part of this eval-
uation confirms that investment decisions in the Lastern 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 in the 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 order to achieve reasonable objective

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 greatest
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 restructuriung are implemented
that individual and independent investment climete assessments
should be undertaken for each country. These assessments should
detail 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,

Thesz investment climate assessments should also provide

s
’,

the basis for a policy dialogue and orientation program with
local government offiéials, many of whom need to gain a better
compreaension of how the private sector works, 1its potential
for offering collateral development benefits, and what the
fundamental prerequisites are for private sector growth.

S. 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 devailed
individusl island assessments are undertaken. After such
assessments are completed specific country targets can and

should be developed to guide future investment promotion

efforts.



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, i1s 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
recommendaed emphasis on institution-building is a necessary
ingredient to transferring the resident advisor promotion

fucctions to a viable government institution.
L‘————\

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. 1In 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 associlated 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.



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
indigenous 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
of whether or ﬁot the lengthy and costly learning experience
of the contractor over the life of PDAP is woxrth 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 orientationms 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.

—




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 cnuntries, 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,

thez "fundamentals" of local business conditions are by far

w

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 nc 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



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.

Eased on the SRI evaluation team™s extensiye interyiews, there
appears to be no uniform, gerierally 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 (l).

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 represen.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 Zall into two

general categories:

A. Investment Promotion: This includes investor searcr
standard promotion activities, and investor assista:.
and is carried out by all groups of the overall tear

B. Institution Building: This relatively new activity
Is conducted primarily 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 "lowest common denominator" description,
perceptions concerning the PDAP "model" vary among those famil-
iar with the progrzm, ranging from an approach ("to assist pri-
vate investors iu the region”), to a contractusal arrangement
("use of a consulting firm for outreach and investor services'),

These variations and the amount of time given to defining
PDAP lead to two conclusions by the SRI evaluation team, FTFor
purposes of program clarfty and uniformity, it would be useful
for Coopers and Lybrand, RDO/C and USAID/Washiugton to agree
upon a brief definition/description of the PDAP effort, For
example, a senior C&L official told the team, "If you find out
what the BEDAP model means, please let us know,"” The differin-

perceptions of the PDAP model have complicated program reviews
/—

and probably have retarded appropriate program improvements.
More attentfon should be applied to the actual operations and
performance of the PDAP project itself,

Unique Aspects of the Program

ThHe organization and operations of PDAP yary considerab:
in comparison to other fnvestment promotion programs examined
by SRI, These unique characteristics are described below,
as are hrtef comments on the relative advantages and disadvant=

of these factors,

1, Multipurpose Activity: Since Its inception, PDAP

has combined several functional roles within the rubhric of
a single contractual arrangement, Initially, PDAP was intendw

to provide project identiffcation 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 skilly

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

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

known.worldwide 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
majority

examples known to the evaluation team, the p 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

is 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
nationai 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. 1In 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,

executives, PDAP advisors are seen as providing "independent"

advice since they are not island nationals, 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 ofricial 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-
jority 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 Practice L
<7 ~

The foregoing discussion reviewed the relative merits
and disadvantages cf the PDAP model from a conceptual or theor-
etical perspective. For the purpose of this evaluation, however,
whai is important 1. 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 addition, a
reviewer should distinguish between the validity of the model
é4n_the one hahd, and the administration of the model by the
contractor on the other, That is, if obtectives 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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~and its applicaction, 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 assessuent.

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=-
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 competition-.among .tslands and advisors for Investdr leads
generated (a possible model "fault"), tle evaluation team was
convinced that potential investors were given -ohjective
advise and were not directed toward particular sites.

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 sufficient use to justify its cost.
Certain segments of and individuals associated with the search
program have been more effective than others, but the totality
of the effort has not generated a sufficient number 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 and Lybrand offices throughout the United

States and averseas, In practice, this network has been of litt‘{iD

Eiﬁfﬁfil»ﬁi;is:ance to the PDAP effort, However, the evaluaticn

team feels that no firm of this type should expect to receive
active cooperation from affillates and branches that do not

benefit directly. In addittion, afffliates should bhe 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 of a.complex 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 leader to Engage the Washington-
based search activity intothe overall effort. These and related

problems have until recently undermined the model's management
gt ==

approach and objective.

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

ceptual perspective. It has evolved 3:5;/11;; in the programmatic
27 <

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 instftution 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 must be ascribed to contractor per-,

formance, For example,»;ﬁg”}agEgof appropriate and contractually

required reporting on program activities in the past inhibited
R -ing omn -am_aci inhibitec

the capability for review and correction by C&L management or

T ——_)

for oversight by AID,

——
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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 omne
advisor on each island, Rather, the issue should be what do
the individual needs of each island demand, with appropriate
staffing assignments determined accordingly. In the opinion
of the evaluation team, certain functlons, e(g.,» inatitution
building, are easier to accommodate with regular nonwresident
technical assistance,

Investment promotion activitles per se, howeyer, are
more difficult to accommodate without restdent adyisors,
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 functionm
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 semintics. 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.
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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
evaluTation 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 companinn report prepared by CBA
Assoclates.

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. 1Island
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
. TS

~——

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

e e

However, the evaluation team notes that periodic reports have
improved dramatically in frequency and quality over the past
/——-—-——‘ R —— ]

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
when in full operation. 'Theizialuation 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 bZ_EiE:}EEA' their PDAP team
had assisted 19 private sector projects, 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 jobp
opportunities were expected by C&L in the region in the foresee.
future. The proposal focused on job creation "egtimates"

rather than actual job opportunities created by PDAP I.

However, regarding the performance of PDAP I, Coopers claimed
that "Each nf these (19) private sector projects cited was
wholly the product of the PDAP assignment." The proposal went

P
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 investmv

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 Il 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
firme 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 determin-
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, quantifiaﬁle investment targets (either
pumber of investment or total capital employed). Investors
have been loathe to provide figures on capital investment, and
so the evaluatioa team cannot provide totals.

The number of new investments promoted/created by PDAP
T 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
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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 om 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
on investment promotion, a fair level of effort has been expended

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

&;n; investment prbmotion 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 manpower!forms

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 interview executives
from ten firms considered to be PDAP "success cases” (defined
as having committed to invest and as having recetved 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 (expanding 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 revieus the responses given in
the team's telephone survey of investors, supplemented by com-
ments offered by in-country investors, Quant itative 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 1s 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
{nvestors listed as success cases, using telephone numbers
listed on separate, printout '"contact sheets" provided by
Coopers and Lybrand. Of this total, the evaluation team
was able to collect full or partial reponses from 27 firms.
0f the remainder, 22 contact sheets had no telephone number
listed on the firm, seven firms had their telephomnes disconnected
(some had perhaps relacated), 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 ta 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
jnvestors 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
ijncluded 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 by
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 1s consistent with SRI's
experience elsewvhere.

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 wéll 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 regfon
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 1f PDAP did play
a role in the investment decision, it was the resident advisors
activities that were of central importance.

Investment-Related Information

0f the 26 firms interviewed that claimed a presence
(in the past or currently) in the regionm, 14 were cited as
direct investments, 8 as subcontracts, and 3 as joint ventures.
As 1is 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
565an5bAd4B6a6AL5ER&4E throughout the islands relatively
evenly, thereby givéng 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 f£irms 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 inﬁestor survey was between 1,098 full-time employees
and 1?200'part-time cottage workgrn. 0f 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 PDAP program, this investment predates the ini-
tiation of the PDAP program, and therefore it is ptoblemmatic
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 accounpted for by the firms surveyed.
However, the evaluation team notes that less than one half of
the PDAP investmeut 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. However, they ranged from a low of n§ 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 expatriate
manager resident on-island tc oversee their operations, especially

in start-up phases. Others rely on’ local managers (particularly
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{n 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.-based PDAP personnel, primarily
via contacts at trade shows. Vhile some had communicated with
C&L staff in the early years of PDA?, the majority of the firms
gsurveyed felt that initial contact was in 1984 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 pleces.

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 visit
assistance, arranged meetings, gave additional information,
etc, With respect to in-country assistance, investors intervi:
noted a wide variation of experience from islard to island,
which was to a large extent dependent on the energies and
capabtlities 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 regarding PDAP per:onnel were
limited. Sevezal investors claimed that they were misled into
thinking PDAP advice was consistent with official governmeut
policy, only to find this was not the case. Others wished the
Washington staff or island advisors had ﬁore business experien-:
and could pass on more specific information om operating
conditions and regulations.

The major recommendation for improvement in PDAP servic.
vaiced by a number of those surveyed was for more detailed,
industry specific and island specific informatlon. 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 "shoppet
around" extensively, Of 25 respondents, 16 claimed that they
would have in ested in the region regardless of the PDAP

presence and 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 1is the
jnvestment climate fundamentals that drive any ultimate decision
rather than promotional programs, whether good or bad. Second,
few investors will admit (even 1if it 1s true) that an extermnal
agent such as PDAP played an overriding role in their decisioms.
Finally, there are many factors that contribute to investor
decisions, including overcoming obstacles as they arise.
Therefore, it is impossible to say wvhether 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 expectitions. Some
have expefiencel better than anticipated conditionms, 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 ﬁelect number huve
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.



Overall, the investor survey confirms several conclusions
reached independently by the evaluation team. Investment deci-
sions were made on the basis of fundamental conditioms 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 moat as Coopers and Lybrand,
was generally viewed in a positive veln, 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 ijnstitutional structures which im

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 newv investments/
exports in the host country and the number of jobs generated

from these investments. There 1s 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. regilonl

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 ascribed
to investment promotion activities is sometimes substantial,
other times minimal, but usually incidental to an investment
decision.

Despite these difficulties, the cost effectiveness of
jnvestment promotion activitiles 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
{jpnvestor interest, and since new investments create economic

gains, it 1is 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 ledger, 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,
drawvn from SRI's investment promotion assessment for AID/PRE,
{llustrates how these cost/benefit factors might be disaggregated.

The evaluation team has not been able to ideﬁtify 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 II. Therefore, the team has for purposes
of this evaluation had to rely .on data bases which are not wvell
defined sufficlently to support a detailed analysis.

In addition, as stated elsewhere in this report, the
evaluation team believes the jobs target set fer 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 promotion

study for AID/PRE:

Although some form of cost/beneflit calculation would
establish a degree of accountability on the part of pro-
motion agencies, it might also create certain problems.
First, it assumes that promotion agencies are principally
responsible for new investments or-the lack thereof.
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. . . even the efforts of well-managed promotion agenciles
can be stymied by a poor business climate or bureagcratic
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 performance targets represeat

a useful technique for monitoring promotion programs,

they should be managed carefully to avoid situations

in which quality would be sacrifices for quantity.

In the 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, PDAP 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 nilliom; Actual --
$1.4 million), whereas.the in-country advisor activity is spending
down at a Tate 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 havg}gggg;szeniiz_ggiziged budget -- dramatically at
e ——— —

—TT—
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 PDAP 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 hy PDAP Washington since the inception

of PDAP I.
PDAP I and II Investor  Contacts

Source Total Number Percent of Total
Trade Shows 1,807 27
Desk Research/Mailings 1,604 24
Seminars 970 15
By Subcontractor 502 8
Dept. of Commerce , 276 4
PDAP Advisor 270 4
PDAP Contact/Unknown Source 564 4
Advertising/Articles 261 4
Other 220 3
Unknown 205 3
OPIC 103 2
C&L Office 76 1
AID 60 _1

‘Total 6,618 100

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 generated approximately 5,252 investor leads
in approximately four and one half years of operationm.

Of these contacts, PDAP cites 69/70 success stories
(presumably investment commitments), 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 PDAP
estimate of 4,196 new jobs created (a figure analyzed elsewhere
in this report).

If these investment promotion activities were 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 achilevement

of PDAP's job creation figure.

Investments
69

{
Country Visits

253

i

Investor Follow=-up
1930

Investgr Contacts
6618
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On the basis of these figures, the evaluation team.
observes that 29 percenr 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 1life of the PDAP program and the cost -- $3.9
million ($1.5 million for PDAP I amd $1.4 million for PDAP II)
-- assocliated 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-24 percent; and seminars-15
percent. Assuming the accuracy of these PDAP generated numbers,
it suggests to the evaluation team that ﬁhese 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 1f the average
number of jobs per investment 1s relatively small (61).

The eviluation team questions the validity of reviewing
ia2 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 everyome interviewed by the evaluation team
™

faulted the contractor for weak proje , especlally

in the PDAP I and early PDAP II years. PDAP suffered from a2

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 estahlished
from the beginning of PDAP I, Inasmuch as RDO/C contracted
with C&L's Washington offfce, whose senitor management was
ultimately responsibille for project oversight, but required
central project management in Barbados with a project leader
selected from C&L's London affiliate (and 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 sh2E;g_haxg_hggg_ggiﬁggs_ﬁgéyoth
csL 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 guildance,

Similarly, the contractor reporting system and inadequacles
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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 éssential to more effective contract
administration and oversight.

The evaluation team notes that most of the management
inadequacies cited have been addressed by RDO/C and the contract::
alike. The ﬁeam is, on Balance, quite favordhlf impressed with
the energy and commitment of the current roster of resident

il
{sland advisors and their team leader in Barbados, 1In addition,
the evaluation team applauds recent changes in the management
of the investor search program.

In short, the current PDAP management structure should
be capable of .executing the kinds of project rTedirections
recommended in this report, assuming increments of external
assistance for certain designated tasks, and a rigidly adhered
to project performance reporting system. Howeyer, should RDO/"
decide that a different contract stfucture is warranted, the
evaluation team 1s confident that the program recommendations
contained fn this report could be accommodated within a differ.:
management structure,

A central contract management question before RDO/C

should be whetfhier or not the lengthy and costly learning



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 RDO/C decides ton retain and extend the C&L contract, PDAP

is likely to be subject to a2 number of routine staff changes

in the next six months which will require the current contractor
to recruit and provide orientattons for new personnel, Given
this fact, and the nature and extent of program nodifications
-ecommended@ for Washington and the field, the evaluation team
concludes that RDO/C could find reasonable justiflcation to
either retain and task the current contractor or meet the

Mission's needs in this program area through other mechanisns,
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GRENADA

The case of Grenada is unique among PDAP countries in

several important respects, and hence PDAP activities in

Crenada should be examined with the following characteristics

in mind.

Grenada was late to enter the PDAP program, having
been added only in the Winter of 1984. Therefore,

any assessment of results on Grenada should be con-

ditioned by a limited gestation period.

The Grenada program consists of three resident advisors,
as opposed to only oné advisor in each of the other

PDAP countries.

Grenada has a resident USAID Mission, whereas all

other PDAP countries have no USAID presence.

Economic and political developments in Grenada are
in comparison with other PDAP countries 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 Grenzada wvas inavgurated in the

Winter of 1984. The first resident advlsor, Russell Muir,

operated in Grenada from that time wntil he left in m1d-1985.

In various stages throughout 1985, the single advisor was

replaced by three new advisors, each of whom plays a separate

and distinect role in Grenada.

1.

2.

One advisor, Michael Dyson, carries out functions

comparable to those of individual advisors in other
PDAP sites. He seeks out investor prospects, hosts
incoming investors, arranges appropriate meetings,

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

vices.

A second advisor, James Haybyrne, 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 approvals for in-
vestment incentives. Clarke's role is to provide
technical assistance to the IDC, and also to carry out

an institutional development program.

The 1DC was established by an Act of Parliament in
February 1985. It is a statutory body with direct repdrting
responsibility to the Minister of Fimance, Trade, Industrial
Development and Planning, a position currently held by the
Prime Minister. The IDC has a broad mandate aimed to "stimu-
late, facilitate and undertake" necessary for the establish-
ment and developmen:t of industry in Grenada, Although charged
with a wide range of functions related to invesﬁment promotion
and assistance, the IDC to aateAHas focused its efforts on
reviewing and approving applications for investment incentives.

The IDC is described by all those interviewed as a
"fledgeling" organization currently in a deyelopment stage,
The current staff consists of 13 individuals, including six
professionals (two investment promotion officers, two project

offfcers, and a manager and assistant-manager for industrtal:

estates)., THhe 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 tle IPC, the ultimate functlons and goals of
the IPC and PDAP are close to identical. BFoth seek in the end
to promote Grenada as an investment site and to provide a range
of investor services. 1In pratttce, the "investment promotion"
FDAP advisor most often serves the role bf developiling investment
leads, hosting incoming investors, and providing information
and procedural advice to Investors, In his absence or during
busy periods, he 1is "backstopped" by the advisor resident imn
the IPC.

The results of the PDAP program to date have been modest
in quantitative terms, Tdenttfied "success cases”" include only
a renovated hotel (previously employing about 250 comstruction
workers, and currently employing about 100 as hotel staff) and
an apparel firm employing about 75 individuals. However, a
nunber of large pharmaceutical £firms are in various start-up
phases or are actively considering investments,

The lack of tangible program results can he attributed
to a number of causes such as- lack of factory space, undeveloped
tnfrastructure (e.g., inadequate access to water and electricity),
policy constralnts, pooT transportation links, and investor

concerns over long-term political stabtlfty, 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 Qg;,had<mggg_£§32\a

/) marginal involvement in the 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 actiyity, The
PDAP team does maintailn working‘relationa with the local TSAID
Mission, which takes an active Interest In PDAP activities,
Historically and to tRis time, the mature and effectiveness
of PDAP/Mission relationships are dependent upon and vary
according to the individuals involved.
Nespite the absence of measurable results, the eyalua-
////tion team observed in Grenada clear progress in the areas of
overcoming infrastructure constraints, iggfffgtfggﬂﬁgi&iftg,

and changing attftudes toward private investment, Giyen the

——— O
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short span of time allotted for in-country interviews, however,

the team is Egahle to _reach any determination on_the extent to

which these improvements can. be attributed to the PDAP presence.
- P - - T~ ————— )
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In addition, it seems clear that a considerahle proportion of

foreign prospects have been attracted to Grenada as a result of

both U.S, 936 tax provisions and high leyel execntive interest

\‘\. iiiii o e T et e =TT Q

e e e e e

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

to changes in 936 provisions and possible reduct fons of executiw

interest in the Island.
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The development of specific recommendations for the

PDAP activity on Grenada 1s 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 institutfonal capacity to

carry out these functions.

Since all three current advisors report directly
and individually to the Barbados team leader,

it would seem advisable in the short-~run to

appoint one of the three Grenada advisors as local
team leader. This could serve to coordinate island
activities more efficiently and avoid overlapping

communications.

Considerable efforts should be made to develop and
improve the IDC's instituttonal capacity. The
evaluation team doubts that substantial progress
can be 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 functilons of the three
PDAP advisors could be collapsed inco one position

sited within the IDC.



=49

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 side a well-established investment pro-
mot fon agency, tBe National Development Corporation (NDC).
Therefore, the role of PDAP was to supplement rather than
inaugurate promotfonal activities and resources applied to
meet that objectilve.

PDAP efforts on St. Lucia got off to a slow start due
to consideralile divergences of opinion and operating style
between the first advisor, Willfam Adler, and local authorities,
After about one year, Adler was replaced By Andrew Proctor,
the current advisor who has Gecen in place for ahont three years.
Working relationsHips fmproved markedly hetween PDAP and the
NDC, and all individuals interviewed hold a high regard for
the current advisor,

The advisor's activities 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 Iinitiative
of the Caribbean Development Bank to create similar institutioms
throughout tHe region, The NDC appears to be the only such
ingtitutton to take hold and develop.

The NDC reports to the Minlster of Planning, 1Its functions
include fnvestment promotton and the admintstration of industrial
estates, The NDC consists of three divislons overseen by a
General Manager,

e The Investment Promotion Division includes two promotior

officers-locaﬁea in St, Llucia, and one officer vho
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e¢ The Engineering and Estates Division consists of

" one engineer, two engineering technicians, and two-r

estate inspectors.

e 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 6000 acres of land in the Vieux Fort area, the
target area for the government's promotional activities.
The investment promotion division maintains the New York office,
attends trade shows, conducts direct mall campaigns, organizes
advertising, and prepares and distributes 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, 1986), and the evaluation
team feels that this effort was highly professional,

In addition to standard promﬁtion activities, the NDC
also provides assistance to incoming investment prospects.

The NDC not only lHosts visitors, but .lso extends help in
dealing with govermnment agencles, preparing applicationms,
understanding prbcedures, etc.

Since he was in the Far East on an investment promotion
tour (funded by local sources rather than PDAP), the evaluatio-
team was not able to interview the Ttesident advisor. However.,
all those interviecwed (governmr =i officials, Tepresentatives
from the Chamber of Commerce, and private investors) offered
common view of the advisor's activities and usefulness,

The majority of the advisor's efforts have been allocag

prospective investor identification, promotion, and assistance.
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The advisor has worked closely with the NDC in participating
in trade shows,and 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 results of PDAP on St.

plastics,

Lucia have been marginal., Several apparelqena electronics firms
have inaugurated operatifomns with the help of PDAP, but some
have encountered major problems (primarily relating to reduced
orders or government policies), thereby leading to fluctuations
in output and work forces employed. However, with the growth
of the Vieux Fort industrial estate (and free zome). and the
introduction of new forms of manufacturing (e.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
{nvestor search program (primarily trade shows] was instrumental
to their location decision, NDC officials also appreciate
leads generated by the PDAP program, but are not aware of how
these leads are generated.

The evaluation team concludes that the resident advisor
has been actively 'and productively augmenting the professional

resources of the NDC, and the PDAP progranm has produced a small
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pumber of investor prospects that have come to fruitionm on
St. Lucia. In addition, PDAP has extended financial resources
for promotional activities beyond the means of the NDC. TPDAP
has not éontributed 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 activitles.

In the view of the evaluatton team, the PDAP program
on St. Lucta could effectively and easily shift from a direct
advisor presence on the tsland to other forms of technical and
financial support for the NDC. The NDC apparently has the
{institutional capability and manpcwer Tesounries to carry out
most PDAP functions, but claims to lack the resonrces to
conduct promotional activities. The NDC would like to retain
access to the PDAP investor search activity, although in practi.:
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 current advisor, although the latter's

energy ané contributlons have been highly appreciated,
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ANTIGUA

In Antigua, the PDAP and resident advisor have operatéd
to date in something of a vacuum with respect to local insti-
tutions and capabilities for investment promotionm. However,
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 Antigua. 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 PDAP
investor search program in Washington. The initial advisor
was first located physiéally within the Antiguan Ministry of
Teonomic Development. Due In large part to office deficiencies.
she eventually relocated the PDAP office in a separite space
shared with the Antiguan Chamber of Commerce, with which PDAP
works closely.

The role of the PDAP advisor has been divided between
a wide range of activities, including assistance to foreign
promotfon missions, fielding inquiries of prospects, hosting
incoming investors, arranging meetings, etc, In terms of divi=s
of labor, the PDAP function generally concentrates on identify!
and hosting investors. At a certain point, the Ministry 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 agencles, including easy access to
high level officials, The advisors have not, however, been
directly involved in poiicy reform, but rather haye concentratl

on breaking down barrflers existing between the public and priv
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sectors, which have Peen 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 various coalitions. The PDAP presence 1is

not viewed as a "private sector organizationm,"” but rather as

an agency trying to do a job, and lias thus earnmed the trust

of both sectors. The advisor's efforts to host incoming investors,
smooth out red tape prob.ems, and act as a "wet nurse" to

new enterprises is seen as bemeficial to all,

Antdgua has no operatiomnal industrial development cor-
poration or board, althliough enabling legislation has been ou
the books in 1954. However, based on work by a private (non-PDAP)
consultant to the Minister of Economic Development, a proposal
has been placed before the Cabinet to approve an invigorated
industrial development corporation/board. The proposed roie
of the new entity will be to analyze investment proposals,
manage industrial estates, provide extension seryices, and
carry out investment promotion activities. The agency's board
of directors with include wide public and private sector
representation.

The quantitative results of PDAP on Antigua have been
modest, and from a definittonal standpoint Have bBeen overstated,
Specifically, four new ventures 1isted as "success cases' by
CiL are in fact four separate suhcontracts to the same elec=
trontcs firm. THe total employment generatliom figure for the
four new "investments" is 100 jobs, whereas the electronics
firm currently employs a total of 55 workers. The current jobs

14sted for another electronics firm is 130, whereas actual

employment is in the 75-100 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 PDAP 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 bLeen given to imnsti-
tutional development, in part due to the absence of a local
investment promotion organtzation. 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 team feels that a continued PDAP presence
on Antigua is warranted, but that the attention of the advisor
should be shifted radically to institution building, particularly
in efforts to encoufage 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. Vincent,



ST. VINCENT AND THE GRENADINES

St. Vincent and the Grenadines labor under the most
distressed macroeconomic conditions of the Eastern Caribbean
Ttegion. The lowest per capita income (U.S.% 760) and the
highest unemployment rate (45 percent) of the regilonm, along
with the EC's highest birth rate, have subjected the government
toi&emendous financial pressure.

PDAP's early involvement in St. Vincent was constrained
by a political environment unfavorable to private sector devel-
opmentt. The first PDAP advisor, Stuart McIntosli, was assigned
to St. Vincent in 1983 from C&iL‘'s London affiliate, Given the
relatively unfavorable investment and political variables
during the advisor;s early tenure, most of his efforts reportedly
were devéted to undertaking investment promotidn activities
quite independent of the St. Vincent Development Corporatiqgn
(DEVCO), with marginal -demonstrable success at new investment
and job creation.

DEVCO was officially formed in 1973 with a very broad
mandate aimed at "facilitating, stimulating and undertaking
the development of St. Vincent and the Grenadines.”" Nomnetheless,
DEVCO has until recently been almost exclusively preoccupied
with its development bBanking responsibility.

PDAP Tetained 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, tourism, and housing) has yet to be acted on.



=57 -

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 vith the Chairman
casting the deciding vote in the event of deadlock.

The DEVCO Chairman reports to the Finance Minister, who
currently also holds the position’ of Prime Minister, Investment
applications, however, are reviewed by the Minister of Trade
and Industry, and are sent to the Cabinet for approval.

DEVCO, therefore, has little direct or formal authority over
4{nvestment approvals. This structure obviously limits DEVCO's
effectiveness as an Investment development tnstitution.

DEVCO's Budget is also fundamentally constrained inasmuch
as the corporation is to be self-financed through interest paid
on its development loans, and rent payuents on tndustrial
estate leases. Since DECVO Is judged to have a very poor loan
collection record, and since St. Vincent suffers from inadequate
DEVCO-financed factory space, the corporation budget has been
only large emough to defray saiary expenses for its staff of
five professionals.

The DEVCO structure consists of three main divisions --
Industrfal estate Management (with responsibility for the con-
struction and management of factory space); Investment Promotio-
(a function performed by default to date by tlie PDAP resident
advisor); and Development Banking (an overwhelming DEVCO pre=
occupation with apparent pooOT effecttvenesék 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 attention to investment
.promction activities, these functions command the nearly full-
time attention of the PDAP advisor. In order to address St,.
Vincent's institution building needs, the PDAP program has
retained Mr. Darcy Boyce as a consultant one week per month
largely to assist in implementing the Audain DEVCO reorganization
study.

Despite St. Vincent!s poor macroeconomic performance, it
does offer the lowest labor costs in the region. The minimum
wage is U.S5.$0.63 per hour for male work.rs and U,5.50.48 per
hour for female workers. Nonetheless, effective investment
promotion and resultant job creatlon isx constrained by a lack
of factory space. The modest additional factory space expected
to be completed by midvyeaf ts already slated for fnll utilization
by the expansion of existing investor operations, St, Vincent's
largest employer, St, Vincent's Children's Wear, will occupy
20,000 square feet of the 30,000 square feet of new factory
space, eﬁabling 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 wvorker 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
(PICO =~ 80 current jobs, and St, Vincent's Children's Wear ==
190 current full-tir- jobs and 1,200 cottage jobs)l. The evaluation
team also questions the l€gitimacy 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 results cannot
be expected to improve until St. Vincent solves its infrastruc-
ture problems, especially the lack of available factory space,
and improves its investment promotton 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 fnstitutional-
izing investment promotion functions in DEVCO and reforming

the government investment policy environment and structure.
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