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EXECUTIVE SUMMARY
Office of the AID Representative to ASEAN
Private Investment and Trade Opportunities (PITO) Project

Interim Evaluation - August 1992

L Background

The Private Investment and Trade Opportunities (PITO) Project was initiated by the Office of
the AID Representative to the Asscciation of South East Asian Nations (ASEAN) in April 1990.
The Project is designed to increase U.S. investment and trade interests in the six member
countries (Brunei Darussalam, Indonesia, Malaysia, Philippines, Singapore and Thailand) in
ASEAN and is unique in its emphasis on promoting a region rather than an individual country.
The PITO Project is also unique among developmental efforts of this type in that the Project is
being implemented by private sector organizations in each country, rather than by government

agencies.

The PITO Project is being carried out by three grantee organizations. The U.S.-ASEAN Council
for Business and Technology (USACBT) is responsible for the Trade and Investment Component
of the Project. The East-West Center in Hawaii has responsibility for the Policy and Problem
Resolution Component of the Project. Technonet-Asia in Singapore is responsible for carrying
out the activities of the Techrology Advisory Services Component of PITO. In addition, the
Project provided $200,000 to the Overseas Private Investment Corporation (OPIC) to assist in
setting up a fund to provide financing for U.S.-ASEAN joint-ventures and other investments in

the region.

Assistance to potential joint-venture partners and importers in each of the ASEAN countries is
provided by a local PITO Representative who is a member of the staff and supported by the
USACBT. In the U.€., assistance to businesses considering markets or investments in ASEAN
is provided through the network and other services provided by the domestic operations of the

USACBT.
II.  Evaluation Purpose and Methodology

The evaluation of the PITO Project was conducted at an interim stage of the Project. In view
of the somewhat unorthodox nature of the Project and implementation strategy, the Office of the
AID Representative to ASEAN included an interim evaluation in the project design to provide
a check on the effectiveness of the Project and to determine the need for any mid-course
con.ections. Considerable time was required to negotiate and coordinate changes to the Project
Agreement (ProAg) with each of the ASEAN member countries. The first ProAg was signed in
April 1990, or six months after authorization of the Project. This evaluation began in June 1992
and, therefore, covers a period of PITO operations that is only slightly more than two years

long.
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The evaluation methodology relied on interviews with a cross-section of individuals in each of
the countries served by PITO to obtain their opinion on the effectiveness of the Project. These
individuals included beneficiaries of PITO services, reprecentatives of local business
associations, U.S. and host government officials with trade and investment responsibilities in the
ASEAN region and the U.S., the PITO Representatives in each country and the personnel
responsible for managing PITO activities within each of the grantee organizations. A draft of
the results of this evaluation was submitted to the Office of the AID Representative to ASEAN
in Bangkok at the conclusion of the field work in August 1992. Follow-up meetings were
conducted in September to debrief Department of Commerce and USACBT personnel on the
initial findings. A final draft of the evaluation was submitted to AID/ASEAN in October.

The evaluation was conducted by a team assembled by Coopers & Lybrand under its contract
to the Private Enterprise and Developmen: Support (PEDS) Project managed by the Bureau for
Private Enterprise. The team members were Bob Rourke and Sue-Jean Lee of Coopers &

Lybrand and John Mathieson of SRI International.

III. Summary Findings

The overall conclusion of the evaluation team is that the PITO Project is a success as
demonstrated by what the Project has put in place to: 1) assist further development of the
ASEAN member countries; and 2) provide benefits to U.S. firms through increased trade and
investment activity. To appreciate what the PITO Project has accomplished to date, it is
important to bear in mind the highly ambitious nature of at least two of the Project’s goals: 1)
to promote trade and investment on a six-country regional basis; and 2) to implement the Project
relying almost exclusively on the private sector in the countries involved rather than on the

public sector.

It was also the conclusion of the evaluation team that the AID/ASEAN Office has managed a
complex project involving 3 grantees and 6 countries in a highly effective manner. While the
major components of the Project clearly are all related, they also encompass quite diverse
activities. As a result, the Project components are carried out by different organizations because
no one organization could be expected to be equally qualified in providing services under two,
let alone four, of the components. Carrying out PITO services at the country level also requires
coordination with local business organizations and the US&FCS officer which further adds to
organizational complexity and coordination requirements.

The evaluation confirmed that the need and the demand for the services offered by PITO still
exist. If anything, they are more intensive than at the time the Project was designed. In the time
since the PITO Project was set up, the ASEAN member countries have agreed to creating an
ASEAN Free Trade Area (AFTA). The AFTA should increase intra-regional trade and
investments significantly and will also provide major opportunities for U.S. investors who
previously were put off by the small size of the local markets in ASEAN countries. The PITO
Project can be of considerable help to U.S. firms renewing their interest in the ASEAN markets
as well as to firms that are new to the region. The PITO offices in the ASEAN countries are
now staffed adequately and organized to provide services in an effective manner. In view of the
prolonged start-up for the offices, the evaluation team agreed that it would be premature at this



time to evaluate the offices in terms of the number of inquiries or potential transactions they
have handled. This activity might be included, more sensibly, in the final evaluation of PITO.

IV. Major Recommendations

The findings and conclusions of the evaluation team result in a number of recommendations for
improving the effectiveness of the PITO country programs and the implementation of the
individual components of the PITO Project. These recommendations appear in the appropriate
sections of the attached report and in some instances are simply restatements at the country-
specific level of one of the three major recommendations suggested by the team for improving
the overall effectiveness and responsiveness of the PITO Project. These major recommendations

are as follows:

Increase the level and extent of support provided to PITO Courtry Programs by the
U,S.-ASEAN Council for Business and Technology (USACBT),

The USACBT should devote more effort to developing and supporting the management
responsibilities, i.e., staffing and support services, of the PITO country operations, as well as
the programmatic functions such as coordinating PITO activities involving other U.S.
Government agencies and other PITO grantees. The USACBT should increase the capacity of
the PITO Project Secretariat .» provide management support, in addition to its investment
development activities, by providing additional staff resources for this activity. This activity is
not likely to require a full-tin:e individual, but might be covered through a contract or other part-
time arrangement. In addition, the USACBT should provide more timely and complete
information on its Washington-or. ginated activities, such as missions and seminars, sc that the
PITO country representatives can publicize and coordinate these activities locally in a more

effective manner.

While PITO has gained a good reputation and local recognition, the PITO Representatives should
be instructed to advertise the objectives of PITO and the services it provides to increase local
awareness of the Project even further. At present, knowledge about PITO is not widespread
because it has been spread more by word-of-mouth than through more far-reaching media. An
elaborate promotion campaign is not required. It will suffice in most instances to run a small
advertisement monthly in one or two local newspapers.

curtail the Activities of the Policy and Problem Resolution C '

With the pending formation of the ASEAN Free Trade Area (AFTA) and other related economic
cooperation activities in the region, the purposes of the Policy and Probiem Resolution
Component of PITO virtually have been overtaken by events. The current activities of the East-
West Center, which are largely promotional rather than problem resolution-oriented, should be
merged into the promotional activities of the USACBT. The Council has been primarily
responsible for promoting the ASEAN region and U.S. interests in the region and has the

necessary experience and relationships to carry out these activities.
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EVALUATION REPORT

PRIVATE INVESTMENT AND TRADE OPPORTUNITIES PROJECT (PITO)
PROJECT

L PROJECT BACKGROUND AND DESCRIPTION

This report presents an interim evaluation of the Private Investment and Trade Opportunities
(PITO) Project at the end of the first two years of project activities. The principal objectives
of the evaluation are (a) to measure progress towards achieving the project’s purpose; (b) review
the effectiveness of the implementing organizations in meeting project benchmarks; (c) identify
and analyze problems inhibiting progress; (d) recommend actions to correct problems; () assess
the grantees’ management of their respective components; and (f) assess project sustainability.

The evaluation was conducted by a team assembled by Coopers & Lybrand under its contract
to the Private Enterprise and Development Support (PEDS) Project managed by the Bureau for
Private Enterprise. The team members were Bob Rourke and Sue-Jean Lee of Coopers &
Lybrand and John Mathieson of SRI International.

Timing

The team began the evaluation in mid-June, 1992 with meetings in Washington, D.C. with AID,
the US-ASEAN Council for Business and Technology (USACBT), the Department of Commerce
and the U.S.-Asia Environmental Partnership to obtain an update on the PITO Project and to
identify those U.S. organizations that most closely interacted with Project grantees for further
interviews. These were followed by meetings with the East West Center in Hawaii and the
PITO offices in the various ASEAN countries during the months of July and August. A draft
evaluation report was submitted to the Office of the AID ASEAN Representative prior to the
team’s departure from Bangkok in August. The team members subsequently held followup
meetings in Washington, D.C. during September to brief the Department of Commerce and the
USACBT on initial findings of the evaluation and to obtain additional input to support project
recommendations. A revised draft was submitted to the Ofiice of the AID ASEAN
Representative in October, with the final report completed in December, 1992.

Methadology

The methodology used to conduct the evaluation included interviews with the three grantee
organizations, The USACBT, The East-West Center and Technonet Asia. Telephone interviews
were also conducted with the Overseas Private Investment Corporation to get an update on its
activities to set up a fund to provide financing for U.S.-ASEAN investment ventures. In
addition, U.S. Government agencies and ASEAN government and private sector organizations
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that have been involved in project implementation or that have interacted with the grantees or
PITO offices were als2 interviewed to get a broader perspective on the progress to date. These
interviews were conducted at meetings held in Washington, Hawaii, The Philippines, Indonesia,
Singapore, Malaysia and Bangkok. The number of interviews conducted in each country varied
from country to country, depending upon the level of interaction between PITO and local
organizations and the maturity of the PITO operations. The evaluation team was satisfied that
in each case there was a sufficient amount of information gathered for individual program
assessment. A list of the individuals and organizations interviewed is included as Appendix D.

In addition to the interviews, the team also reviewed project documents prepared by the three
grantees in the form of progress reports, activity reports or other deliverable products. While
these are important indicators for project evaluation, the team has concluded that the success of
the PITO Project to date really cannot be based on the number of inquiries, contracts or deals
transacted. Rather, it must be measured in terms of what the project has put in place to 1)
further development of the ASEAN member countries; and 2) provide benefits to U.S. firms
through increased trade and investment activity. As such, much of the team’s findings and
recommendations are based on the interviews and observations made during on-site meetings.
This report is organized to address the overall project assessment as well as findings and
recommendations of each ASEAN country.

A. Back n

The PITO Project is a unique project. It is the first AID-financed project ever designed to
expand investment and trade activities on a regional rather than an individual country basis. The
Project was developed by the Office of the AID Representative to the Association of South East
Asian Nations (ASEAN) in Bangkok. The co-operating countries in the PITO Project include
all six of the member countries of ASEAN; Brunei Darussalam, Indonesia, Malaysia,
Philippines, Singapore and Thailand. Funding for the Project was approved in September, 1989.
Negotiations with the six countries, all of which are signatories to the Project Agreement
(ProAg) involved considerable time and discussions and were completed in April 199C. This was
not the first AID project involving the ASEAN members, but the PITO Project was the first to
rely exclusively on private sector organizations in the ASEAN countries for implementation of
the Project. This departure from the traditional government-to-government approach to economic
development assistance was a source of concern to the ASEAN governments and required a
lengthier period to negotiate the ProAg than is typical.

B. Project Objectiv i Descripti
1. Project Goal and Purpose

The Project’s goal is to contribute to sustained economic growth and development in the ASEAN
region. The Project’s purpose is to establish a mechanism to promote expanded private sector
trade and investment between ASEAN and the U.S. The system will serve to establish networks
to facilitate expanded market driven economic activities in Asean countries and productive and




mutually beneficial ASEAN and U.S. trade and investment activity. The rationale underlying
the Project is that U.S. firms are missing out on worthwhile business opportunities in ASEAN,
and losing their competitive position in world markets in the process, because: 1) U.S. firms
lack adequate information about business opportunities in ASEAN; 2) outmoded technology and
inadequate standards of local production limit export potential and, therefore, U.S. or other
foreign investor interest; 3) conflicting trade policies and unfavorable business climates within
the ASEAN countries tend to constrain intra-regional trade and development of the larger
markets of interest to U.S. firms and 4) insufficient access to local or other sources of financing
in some of the ASEAN countries discourages potential U.S. joint-ventures.

2. Project Management and Organization

The PITO Project is a six-year project that will receive $13.0 million in funding assistance from
AID over a period of five years. Overall monitoring and guidance on PITO activities is provided
by a Steering Committee comprised of the Chairpersons of ASEAN Working Committees,
members of the ASEAN-US Business Council - U.S. Section, representatives of the national
chambers of commerce and industry in each ASEAN country and ex-gfficio members from the
Office of the AID Representative to ASEAN. The position of Committee Chair is held by a
representative of the country currently serving as the Dialog partner for the ASEAN, a function
that rotates every three years among the six member countries.

A smaller group, consisting primarily of the AID Project Officer and the national PITO
representatives, serves as Project Secretariat to develop work plans and oversee execution of the
Steering Committee directives at the working level.

The objectives of the Project are being addressed through four inter-related sets of activities, or
components, each of which is carried out by a separate organization. The Steering Committee
reviews and provides guidance on the coordination of project activities at its annual meetings.
The US-ASEAN Council on Business and Technology (USACBT) is responsible for assuring that
the activities of each component are adequately coordinated at the working level. Management
and performance review of PITO activities are provided by the AID Project Officer, Robert
Dakan, in the Office of the AID Representative to ASEAN. The four components of PITO are

described below.

1. Trade and Investment Promotion
a. Objectives

The objective of the trade and investment component of the PITO Project is to increase trade,
investment and economic links between the ASEAN member countries and the United States,
and within and among the ASEAN countries by leveragig the resources of the private sectors
in the countries involved. The purpose is to increase business transactions while building the
local institutional capacity to sustain the services provided by this component beyond the end of




project assistance. The services provided by this component are primarily promotional and do
not include assistance to individual business opportunities.

b. Implementation

Responsibility for implementing this component of PITO rests with the US-ASEAN Council for
Business and Technologv (USACBT). The USACBT received a grant of $3.0 million in June
1990. Under the grant USACBT is responsible for carrying out promotional activities in the
U.S. to attract U.S. businesses to ASEAN and for developing and supporting the PITO
representative offices that have been set up in the six ASEAN countries. The representatives in
each PITO office are employed by the USACBT and are provided with an operating budget by
the Council. The principal responsibilities of the country offices are to provide local companies
with easy access to information on U.S. technologies and to develop a database of firms of
potential interest to U.S. firms seeking joint-venture partners. These firms can be brought to the
attention of U.S. firms through the link that exists between the national PITO offices and the

U.S.-based USACBT.

The services provided by the trade and investment component of PITO include:

¢ Information services, including responses to individual inquiries, market research and
sector studies to assist companics in identifying opportunities as well as potential
partners;

®  Seminars in the U.S. and ASEAN member countries to outreach to companies, present
technologies and provide a venue for introducing potential business partners;

¢  Missions, both to the U.S. and ASEAN member countries, to facilitate contacts an i
generate trade and investment transactions; and

e Follow-up assistance, including referrals, to assist companies in pursuing business
relationships. '

These services are available to support trade and investment in all sectors, but are at least
initially targeted at the four sectors with considerable growth potential:

e Energy, especially electric power
e Environmental protection
e Food processing and packaging

e Health care equipment and services




Effective delivery of the trade and investment promotion services depends heavily on frequent
referrals and exchanges of infoimation i:etween the U.S.-based offices of the USACBT and the
in-country PITO representative offices. Organization and leadership of investment missions, both
to and from the U.S., are activities which require close coordination of USACBT and PITO

office responsibilities and tasks.

A list of the activities carried out under the trade and investment component of PITO through
June 1992 is included as Appendix B to this evaluation.

2. Techizology Promotion and Assistance Services
a. Objectives

The objectives of the technology promotion and assistance services component of PITO are to
promote quality assurance, certification, standards development, new materials application and
to facilitate technology transfers between enterprises in the U.S. and ASEAN member countries.
Exposure to these technologies is also expected to increase the export potential for ASEAN
products, as well as lead to increased licensing and use of specialized U.S. products and

systems.
b. Implementation

The technical services of this component are provided under a grant awarded by the Office of
the AID Representative to Technonet Asia in November 1990. Technonet serves primarily as
a facilitator in organizing the various workshops and seminars it conducts throughout the
ASEAN member countries. It draws upon the expertise of U.S. and ASEAN businesses and
organizations to provide the technical content of the seminars. These seminars present U.S.
companies with opportunities tc interact with prospective clients and to discuss potential
applications on a first-hand basis.

In scheduling and arranging seminars and workshops, Technonet works directly with the national
PITO offices and ‘he relevant trade or professional associations in the host country. A list of
the activities carried out by Technonet through July 1992 is included as Appendix C to this

evaluation.

3. Policy Analysis and Problem Resolution
a. Objectives

The primary objectives of the Policy Analysis and Problem Resolution component are to enhance
U.S. and ASEAN private sector cooperation and to promote economic policies that increasr. the
level of trade and investment activities within and among the member countries of ASEAN. The
component relies on creating a network of ASEAN-based research and policy analysis
institutions and encouraging dialogue and co-operative research among these institutions to




address policy and other constraints to increased intra-ASEAN and external trade and
investment.

b, Implementation

The policy analysis and problem resolution component is being carried out by the East-West
Center at the University of Hawaii under a grant awarded by AID in July 1990. Under the grant
the Center is responsible for developing the network of cooperating research institutions and
conducting periodic joint meetings and conferences. Cooperative work with ASEAN institutions
so far has tended to involve individual rather than multiple institutions. To date the Center has
focussed primarily on developing briefs and related materials directed at U.S. firms with
potential interests in ASEAN. In collaboration with local institutes, they have also organized
five Business Environment Workshops in the ASEAN countries.

4. ASEAN Equity Growth Fund
a. Objectives

The objective of the fourth component of the PITO Project is to assist in overcoming the
constraint on U.S. small and medium business participation in ASEAN business opportunities
because of lack of financing. Grant funding of $200,000 has been made available to assist the
Overseas Private Investment Corporation (OPIC) in establishing the Asia Pacific Growth Fund,
which will focus on the ASEAN region but can also be used for financing investments in other
Asia Pacific countries, excluding China and Vietnam. The fund will participate with U.S.
investors and the local partner in projects and provide an important source of additional capital
to those ASEAN countries where access to credit and local capital is limited.

b. Impleinentation

During the past two years, OPIC has worked with the investment banking firm of Hanbrecht &
Quist (H&Q) Asia Pacific to establish this fund. H&Q Asia Pacific, which is based in San
Francisco and has offices in the Asia Pacific region, will be the fund manager. To raise the
fund capital, H&Q selected the firm Benedetto Gartland & Greene to assi;t with the investment
placements. After a slower than anticipated start due to difficulties in generating investor
interest especially during the Gulf War, H&Q Asia Pacific together with Benedetto Gartland &
Greene organized a delegation of seven financial institutions that visited Taiwan, Singapore and .
Bangkok earlier this year to gain more exposure to the Asia Pacific markets. As a result of the
visit, five of the seven institutions committed $45 million to the fund by the first closing
scheduled for the end of September. Another delegation of interested financial institutions is
planned for the Fall of 1992, and it is expected that a total of $75 million will be raised by the
fund’s second closing at the end of the calendar year.

OPIC'’s role in overseeing the fund will include participation in the Policy Board to improve
investment policies, appoint key personnel, and approve individual investment projects to ensure
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that they are environmentally sound and do not threaten U.S. jobs. Project applications will be
submitted directly to the fund but OPIC will be involved in the review and approval process.
Once the fund is in place, OPIC, as well as the USACBT and ASEAN PITO offices, will be
actively promoting it. OPIC estimates that 4 to 5 projects will be funded per year with a goal
of 12 to 15 projects funded by the end of three years. Even with minimal promotion of the fund
to date, OPIC has already reviewed three project applications. Many more are expected as the
U.S. interest in the Asia Pacific markets, and in particular those in the ASEAN region,
continues to grow in the next taree years.

C. Relationshi nd Foreign Commercial Servi

The U.S. and Foreign Commercial Service (US&FCS) of the Department of Commerce is
represented in each of the six ASEAN member countries. The US&FCS responsibility for
promoting U.S. exports creates some confusion among the staff of the Service regarding the
difference between the objectives of the PITO Project and those of the Department of
Commerce. Opinions among the US&FCS staff on the PITO Project range from complete
opposition to mild support. Not being in the business of economic development, the US&FCS
staff tend to see PITO from the Department of Commerce perspective which suggests that the
purpose of PITO should be to promote U.S. exports; a purpose that totally duplicates US&FCS
responsibilities and, therefore, is unnecessary. The preoccupation of the Department of
Commerce with promoting U.S. exports seems to obscure the benefits of promoting U.S.
investment in foreign ventures and the equally positive effect that it can have on the U.S. current
accounts. Much of the Department of Commerce sentiment toward the PITO Project seems to
stem from a lack of understanding of the objectives of the Project and the complementary
relationship that they have with the objectives of US&FCS activities. A tendency by the
US&FCS officers to hold the view that the Department of Commerce is the only arm of the U.S.
Government that should be involved in assisting U.S. businesses overseas also contributes to
their largely negative view of the PITO Project. One exception to this tendency, however, is
found in Singapore. There the Service has chosen to make use of the resources provided by
PITO to complement its own activities; an approach which is fully supported by AID and the
project management team.



II. PROJECT ACTIVITIES AND ACCOMPLISHMENTS
A. nd I ment Promotion Componen

1. Brunei Darussalam
a. Background

The PITO program in Brunei has been part of the National Chamber of Commerce and Industry
of Brunei and until very recently, did not have any specific resources devoted solely to it by the
Chamber. At the time the evaluation was conducted, the team learned that the Chamber just
hired two full time staff for the PITO program who would be supervised by the Chamber
representative. Since the PITO Secretariat and USAID still had to discuss and review the details
of this new development with the Chamber, there is little that can be reported about it in this

evaluation.
b.  Activities

The only activity that has taken place in Brunei under the PITO Project thus far is a seminar
organized under the Technology Promotion and Assistance Service component. Technonet
organized a seminar on "Finding and Licensing New Products & Technology", which also
covered fianchising, on March 4-5, 1992. The program was presented by a U.S. firm,
Technology Search International, and was attended by 25 local participants.

Currently, as a more cosi fficient way of program delivery, Technonet is considering combining
technology promotion activities for Brunei with ones planned for Singapore in the remainder of
1992. Interested Brunei enterprises will be encouraged to attend the Singapore events so that
they will have additional opportunities to learn about U.S. technologies. For 1993, Technonet
has planned specific activities for Brunei, including seminars on Quality Control & Packaging
Development in Food Processing and on Standards & Quality Development of Wood-based

products.
C. Assessment

While the PITO Trade and Investment Promotion Component has had official representation
through the National Chamber during the past two years, there has been virtually no activity
under the program. Much of this may be a resuit of the dominance of the oil and gas industry
in Brunei’s economy, which has dwarfed the development of other local industries, making it
a more difficult environment in which to promote any foreign trade and investment. Yet, as
there is need for the country to develop more diversified local industries, trade and investment
promotion activities will be important vehicles for introducing new businesses to the market.



The PITO Secretariat and USAID are reviewing the situation. In the meantime, Technonet has
been encouraged to develop additional program activities in Brunei.

d. Recommendations

In view of the low level of project activity thus far, some recommendations for USAID
consideration are:

1. Devote an increased effort to publicizing and promoting PITQ services to raise

PITO activities and services should be publicized and promoted more actively to generate
interest from local enterprises. A more aggressive campaign utilizing the media and establishing
closer ties to local organizations, followed by organized events, will help PITO become better
known. The PITO representative in Brunei should assess the interests of the local business
community annually and develop appropriate program activities.

2. B i ies shoul ncoura ici in workshops held in other
ASEAN countries.

Because of the small size of the business community in Brunei, it is often difficult to justify the
expense of a presentation on technology for which there is only a small audience. A more
efficient approach would be to invite interested Brunei firms to conferences being held elsewhere
in the region. Technonet has already experimented with this idea by inviting several Brunei
companies to attend a workshop on food processing in Kuala Lumpur, Malaysia. This proved
to be a good alternative for making more workshop programs available to interested Brunei

companies.

2. Indonesia
a. Background

The PITO Project in Indonesia started slowly because of changes iii both venue and personnel.
The PITO office, until recently, was located in KADIN, the National Chamber of Commerce
and Industry. The Chamber is a government agency and serves more as a vehicle for expressing
official government policies on private sector activities than as an independent association of
business persons in Indonesia. While KADIN has an extensive network of offices throughout -
Indonesia, which was a primary consideration in the decision to locate the PITO office in the
Chamber, it has not been possible for PITO to make use effectively of the potential outreach and
other support of these regional offices. In June 1992, the PITO-Indonesia office moved to
modest quarters in an office building in the Block M section of Jakarta. The area is well-known
to Indonesian and foreign business persons and, so, this new location should provide the PITO
office with more visibility and ease of access than was the case when the office was housed in
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KADIN.

The current PITO country representative, Akmam Aga, has only been in the position about one
month. The previous representative lacked sufficient private sector orientation and, as a result,
was not effective in promoting or implementing PITO activities in Indonesia. Akmam Aga has
considerable relevant experience from his previous assignments with the Ministry of Trade and
a trade promotion organization (NIFED). He also has spent several years in the U.S., and
exhibits a sound knowledge of business practices in the U.S. and potential opportunities in

Indonesia.

Coordination of PITO activities with USAID/Jakarta bi-lateral program activities have been
minimal prior to the arrival of Akmam Aga. The limited involvement of the Mission in PITO
activities is attributed by the Mission to the turn-over in Mission personnel and the gaps that
existed in assignments of personnel who had an interest in coordinating with PITO activities.
Mission personnel also cited the shortcomings of the previous representative in failing to kzep
the Mission advised of PITO activities. The Mission expressed a positive attitude toward PITO
activities and welcomed the assignment of Akmam Aga, who is known to several USAID
personnel through his previous position with the Ministry of Trade.

b.  Activities

The activities of the PITO Project in Indonesia have been few in number because of the slow
start and other difficulties experienced by the Project.

1)  Missions

Two missions from the U.S. have visited Indonesia under PITO sponsorship. The first consisted
of 21 representatives of 11 U.S. environmental control equipment and services companies and
visited Indonesia October 31 - November 6, 1991. Local crganizational and logistics difficulties
required some involvement by the Office of the U.S. and Foreign Commercial Service
(US&FCS) in the Embassy to support the trade mission activities.

The second mission, the U.S. Coal Energy Technology Mission, visited Indonesia in April 1992,
and is regarded generally as a better organized and more successful activity.

2) Information Requests

The number of inquiries emanating from Indonesia regarding potential joint-venture partners or
U.S. sources has been small. Information provided by the USACBT indicated only 6 requests
through the period ending December 31, 1991. About twice that number was received from the
U.S. regarding market potential and business conditions in Indonesia. This low level of activity
seems to be more a result of low-level promotion of the PITO services in Indonesia than an
accurate reflection of the level of U.S. investor interest or business opportunities in Indonesia.
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3) Technology Promotion and Assistance

Two workshops have been held in Indonesia under the Technology and Assistance component
of the PITO Project. These workshops were organized by Technonet Asia, one of the three
grantees funded by the PITO Project. A workshop was held on the Development and
Improvement of the Capability of the Rubber-Based Product Industry for Export during the two-
week period August 27-September 14, 1991. This workshop was attended by 49 representatives
of U.S. and Indonesian organizations.

Technonet held a second workshop on May 5-16, 1952 on Appropriate Technology of Pollution
Control for Textile Industries in Bandung (Central Java). This workshop attracted 32 U.S. and
Indonesian participants. Both the textile and. the rubber-based product industry workshops
included workshop sessions and visits to producer sites to assess potential applications of the
various technologies discussed.

Currently, a seminar on Total Quality Management is scheduled for September of 1992.
Activities planned for 1993 include seminars on the topics of Quality Improvement in Processed
Food & Application of Advanced Packaging Materials, Standard Development of Wooden
Furniture Products, CAD/CAM Application in Plastic Product Quality Improvement and
Ceramic Product Quality Development & Safety Certification.

4)  Policy Analysis and Problem Resolution

The East-West Center Of the University of Hawaii works with the Center for Strategic and
International Studies in Indonesia to develop research and coordinate policy development in
matters related to intra-ASEAN trade and investment issues. To date the East-West Center has
only sponsored one activity in Indonesia; a Business Environment in ASEAN workshop. The
activity, which was held in Jakarta, attracted approximately 100 participants, including about 20
representatives of the private sector.

c.  Assessment

The slow start-up and turnover of personnel has adversely affected the accomplishments of the
PITO Project in Indonesia to date. However, the appointment of Akmam Aga and the greater
visibility that PITO now has in Indonesia portend well for the future of PITO in Indonesia. The
Trade and Investment Promotion Support (TIPS) Project nearing implementation by
USAID/Jakarta is likely to generate additional interest in PITO activities. It will be important
to coordinate the activities of the two projects and there exist real opportunities for carrying out
complementary activities that will benefit both projects.

In addition to the limited coordination to date of USAID and PITO activities, communications
in both directions between the PITO/Jakarta office and the US&FCS office have also been
inadequate. The complementary nature of the responsibilities of these two offices has not been
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fully realized although, again, this is likely to change with the clearer vision of the objectives
of PITO and the increased @mphasis on activities that now characterize the PITO/Jakarta office.

d.  Recommendations

Current indications are that the PITO effort in Indonesia will pick up considerable momentum
as a result of the recent changes in the staffing and venue of Project activities. However, several
additional actions are required to assure that the objectives of PITO in Indonesia are achieved.

1. V i f] licizin romoting PIT rvi 0

Knowledge of and familiarity with PITO services are not widespread. Inquiries received to date
seem to have been more the result of word of mouth referrals than widespread knowledge of the
services being offered. Demand for services can be expected to increase significantly if the PITO
effort were more visible or better known. As a minimum, the PITO/Jakarta office should place
small advertisements in the Indonesian and English language papers once a month to announce
the service and invite inquiries. The office should also use its good relationship with KADIN
to promote its services through the regional offices of the Chamber.

2. inati munication with rel r

The activities of the PITO project are of considerable interest and relevance to the activities of
the US&FCS, the American Chamber of Commerce (AmCham), KADIN and USAID/Jakarta.
The PITO office in Indonesia should work with these organizations to establish a regular
schedule of meetings for exchange of information and coordination of activities. One approach
might be for representatives of these organizations to meet for an hour before or after the
monthly AmCham meetings. Regular meetings of the organizations most involved in developing
trade and investment opportunities in Indonesia will be valuable in developing mutually
supportive activities and in applying the limited resources of each of the organizations in a way
that will achieve greater effectiveness than can be accomplished through separate efforts. In lieu
of the meetings, the PITO office should provide a brief monthly report on current and proposed
activities to each of the organizations. As activity level increases, the PITO office might also
consider a brief newsletter or similar publication that could be distributed through KADIN and

AmCham networks.

3. Increase the level of home office support provided to the PITO office in
Indonesia.

Several of the improvements needed in the operation of the PITO service in Indonesia stem from
the lack of adequate support from the USACBT. Little evidence was found that the Council had
helped to get the PITO office off to a good start or had established the coordination between the
organizations with related missions in Indonesia. The Jakarta office seems to be operating too
much on its own without adequate guidance or assistance from its home office. The USACBT

12



should monitor the activities of the PITO office more closely and provide more assistance in
promoting and linking the activities of the Office with the other components of the PITO Project.
In Indonesia, the activities of the three grantees, USACBT, East-West Center and Technonet,
have been carried out with limited coordination of each others’ activities.

4. level of follow- ivities.

While the change in personnel within the PITO office was clearly a factor, little evidence was
found of follow-up to inquiries initiated at the country level. Each of the PITO offices is
developing a database of local firms, but the offices should setup also a system for assuring that
follow-up to inquiries occurs. The PITO office should continue to follow up until some sort of
closure is reached on the inquiry or it was clear that the inquiry had been abandoned (the reasons
for which should be recorded) by the inquirer. This system need not be any more complicated
than a chronological filing system that would move the inquiry along at 30-day intervals and
trigger a phone call to the requestor until the files were closed.

3. Malaysia
a. Background

The PITO Malaysia office was initially set up in the offices of the National Chamber of
Commerce and Industry of Malaysia (NCCIM). Staffing for the office consisted of a country
director and two staff members. However, the staff was not effectively used, with one leaving
4 months after the startup, and the program suffered from lack of Chamber management and
guidance. Very little activity was undertaken during this time and any assistance provided was
generally on a reactive rather than pro-active basis.

To overcome the problem existing in the office, USACBT negotiated with the Chamber and
gained its agreement that the PITO office would be set up as an independent entity. The outcome
of this was the establishment of a separate PITO office in May, 1992 managed by Goon Veiven,
a former NCCIM staff member. Funding for the PITO office is still channeled through the
NCCIM, but Mr. Goon reports to the PITO Secretariat in Bangkok.

Although new to the PITO program, Mr. Goon has made some significant accomplishments in
the relatively short time since he assumed the position as director of PITO Malaysia. He has
demonstrated a good understanding of PITO objectives and has already started to network with
local organizations and the US&FCS to coordinate PITO activities.

b. Activities

With a very rough start in Malaysia, the Trade and Investment Promotion Component (TIPC)
of PITO as it exists today could only provide information on program activity since its very
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recent startup date of June, 1992, However, some information on program activities prior to
this time is available from USACBT records and they are included in the appropriate activity
summaries which follow. There have been some events in Malaysia under the TPAS and PAPR
components and these are also noted in the appropriate paragraphs.

1) min

PITO Malaysia has hosted two events:

o Luncheon Talk by Mr. Douglas Hartwick - Counselor for Economic Affairs,
American Embassy in Malaysia, held September 19, 1991

o Seminar on "How to Do Business with the U.S.", held November 12, 1991

2) Information Requests

According to the USACBT records, there were 28 information requests related to Malaysia as
of December 1991. Details of more recent inquiries by country are not available at this time,
but the USACBT reports an increase in overall ASEAN inquiries for the first half of 1992. In
addition, the American Business Council (ABC), which frequently gets inquiries from both U.S.
and Malaysian companies, indicated that it had directed several requests to the PITO office
during the past two months and will continue to do so in the future.

3)  Technology Promotion

Under the Technology Promotion and Assistance Services (TPAS) component of PITO,
Technonet Asia works with the Standards and Industrial Research Institute of Malaysia (SIRIM)
and the Malaysian Agricultural Research and Development Institute (MARDI) to identify areas
of interest to the local market for planning technology exchange workshops. In collaboration
with SIRIM and MARDI, Technonet has held four programs in Kuala Lumpur during the past .

year:

° May 24 - June 6, 1991 - Application of Flexible Packaging Materials in Food
Processing
This was jointly organized with MARDI and NCCIM for small and medium scale
processors. The seminar objective was to improve the technical knowledge as well
as managerial skill of target processors and 51 participants attended. Three U.S.
companies were involved in presenting the seminar.

] October 22-23, 1991 - Better Packaging for Better Foods This seminar was
held in collaboration with MARDI and the Federation of Malaysian
Manufacturers (FMM) as a sequel to the May/June packaging seminar. 120
participants attended and 2 U.S. organizations were involved in the presentations.
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° October 21-22, 1991 - Energy Efficiency and Process Control in Cupola
Foundries and Foundry Tecianology Development Trends
This session was jointly organized with SIRIM. The seminar featured an expert
from the American Foundrymen’s Association who provided the latest information -
on energy efficient technologies available in the U.S.. 20 local firms attended the

event.

° January 13-25, 1992 - CAD/CAM Application in Engineering Industries
This seminar was jointly organized with SIRIM. It was attended by 38
participants and 5 U.S. companies were involved in the presentations.

Currently Technonet is working on three more-events in Malaysia for the remainder of 1992:

° Industrial Toxic Waste Management
o Total Quality Management
o U.S. Technology Commercialization

Activities planned for 1993 are in the areas of ceramic coating for oil and gas industries,
industrial automation, wood furniture = products and plastics applications in
electronic/telecommunications products.

4  Policy Analysis and Problem Resolution

The East-West Center (EWC) at the University of Hawaii worked with the Malaysian Institute
of Economic Research (MIER) to organize a seminar as part of its "Business Environment in
ASEAN Workshops" series. According to MIER staff, they were only involved in the seminar
activity, which included the preparation and presentation of a paper on the Malaysian economy
and business opportunities for foreign enterprises.

The Business Environment workshop was held in Kuala Lumpur on July 7, 1992.. Attendees
included officials from local organizations, academics, representatives from local companies and
staff of MIER. -Introductory remarks were given by dignitaries, including the U.S. ambassador,
and various issue papers were presented by EWC staff, a U.S. company executive, MIER staff
and representatives from the Ministry of International Trade and Industry (MITI) and Federation
of Malaysian Manufacturers (FMM). The workshop included a roundtable discussion in the

afternoon.

PITO Malaysia was not involved in planning the seminar but Mr. Goon did attend the event.
Promotional literature for the workshop was prepared and distributed by MIER. The U.S.
Embassy FCS and Economic Section were aware of the event but had not seen the promotional

pamphlet until the evaluation team showed them a copy.
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c. Assessment

The broad range of organizations and companies that the evaluation team was able to interview
has provided much information for the assessment of the three PITO components in Malaysia. .
Therefore each component will be addressed separately in the assessment and recommendations

sections.
PITO Malaysia - Trade and Investment Promotion Component

Since its separation from the NCCIM, PITO has emerged as an entity with much greater
potential for achieving its program objectives. In the views of several organizations interviewed,
PITO can fulfill 4 big need in the local market. PITO offers another, perhaps more effective,
source for handling business inquiries and disseminating information on U.S. companies because
it is located in a facility that allows easy access by local companies. The US&FCS office is
currently located in the U.S. Embassy compound. Visitors must go through an elaborate
security screening which tends to discourage access to US&FCS and frequent use of the library.
Because of the difficulties of access, the US&FCS Commercial Counselor has suggested that the
US&FCS library be moved to the PITO office.

In its first two months of operation since June, PITO has handled several inquiries and has
demonstrated the ability to respond to them in a timely manner. While one organization
commented that it takes US&FCS much longer to respond to an inquiry, it would be unfair to
compare the two program’s performance at this time. As a new operation, PITO is not handling
any where near the volume of requests that US&FCS gets. However, even with that in mind,
the comment demonstrates that there is a market need for PITO services. The challenge will be
for PITO to develop a good working relationship with US&FCS so that those inquiries that could
be handled by PITO will be passed on to them by US&FCS.

Discussions with US&FCS in Malaysia indicate that there was little interaction with PITO when
it was previously under the NCCIM. In their view, PITO was totally ineffective. The
Commercial Counselor, Paul Walters, and the Economic officer, Steve Carrig, who are quite.
familiar with the PITO program, both agreed that the separation of PITO from the NCCIM was
an improvement and that Goon Veiven would do a better job than his predecessors.

In discussing PITO’s project objectives, Paul Walters did not see PITO as a total duplication of
US&FCS and acknowledged that there are things PITO can do (e.g. work more closely with
local businesses) than US&FCS can. He also felt that PITO might be able to supplement
US&FCS information on people or contacts.

Even with his skepticism about what PITO can accomplish, Mr. Walters did indicate a
willingness to work with PITO. He has also said that he would be willing to participate in a
local steering committee for PITO. He strongly recommended that PITO make itself better
k