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Tho project wae deelgned a6 an umbrallo project for private eector development 
in Jordan and implementation began in 1986. A myriad of activltieo were 
oupported by thin project, including project deeigne for other private eector 
projsrcto, grante and loane for ernall enterprloe dovelopment, aupport of bueineee 
aaooafationo, and technical aeeietance in varlouo bl~elneeo development areae. 
Thie evaluation wae performed in early 1992 and analyzed three key activitlt~e of 
the project - PVO income generation octivitlee, bueineee dovelopment/inveetment 
proinotion, and production/production enhancemerit. The methodology employed 
coneieted of interviewe with repreeentet ?vee of key irretitcrtione receiving grante 
or adminiotering loans under the program, review of project documents, and 
interviat~o with a oampling of project beneficiariee. The purpoae of the 
evaluation wae to provide leeeone learned for a eubeequent private eector 
development project. The major Plndinge and conclueione arot 

- The project achiaved 8igniZlcant reeulte in the development of Jorr!.anian 
handicraft production and marketing through the PVO element. Employment of over 
2000 Jordaniane, moetly women, wee achieved due to the project. Domestic marlreto 
have bean expanded and export markete are now being devslopad. - The objective of changing the way that epeclalized credit inatitutione 
(development finar,ce inetltutlone) aeeoee credit opplicatione, i.e., to baee 
decisions more on project feaeibility and caeh flow analyeie and leee on 
collateral, wae not accompliehed. - Burinoon eoeociation oupport wae inetrumental in eetabliehing two now 
organlzationr, although their impact on export development and other buoineeo 
devmlopment war uncertain. - The projeat lacked an overall focus, other than private meckor development, 
which caueod implementation probleme in tho firot.two yeare. After a mid-couroe 
correction, thu project was focueed more on the three activitieo evaluated and 
oome oignificant gaino were made. - Futurm activitieo in thin area by the U.S. Agency for International Development 
(USAID) in Jordan rhould concentrate on two or three objectivce. It was 
ouggeeted that oupport be continued fo r  the PVO handicraft activitimr, 
particularly export development. Development of an aeeociatilon or eupport 
inntitution for omall buoineaa development wae aleo auggeeted. Strateglee for 
oxport growth and linkagcio between large and emall bueineeoeo wore a thircf 
ruggeetion. 
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The Private Enterprise Technical Resourcell Assistance (PETRA) 
Project (Project No. 270-0277) was authorized by U S A I D  on September 
30, 1986 to provide assistance to the development oi! the private 
eeotor in Jordan. It was initially funded st $10 million and was 

' 

subsequently inarensed to a total of $12 million; The ggg&& of the 
PETRA Project waa "to assist the Jordanian private oector to be the 
driving force behind increased incon~e, export and employment 
growth." The purposg wee I1to alleviate polScy, industry-wide and 
firm speaifio conetrainte to increasing overall productivity cnd 
effeotivanees of the private seator." 

I The PETRA Project was the first major effort of USAIT",/Jordan to 
aeeiet private aector development and was designed aa an umbrella 
project which would provide funds for experimental efforts to 
assist businesses and business support institutions as well as to 
fund activities leading to the deeign of other, more focused 
private uector development projects. 

A midterm evaluation conducted in 1900 noted various problems in 
the funotioning of the PETRA office and the PETRA committee. At 
the errme time, the Ministry of Planning (MOP) and USAID were 
beginning to jointly recognize the difficulties and problems due to 
the initial implementing arrangement of the project through the 
Committee. The Project Paper was amended on August 30, 1989 to 
reflect 1 -  . a major revisjnn in the ;Cmplementation of the projeat. 
In accordance with the wishes of the MOP and UGAID, the evaluation 
team concentrated 0 1 1  the period of time after the mid-course 
revision of the project in 1989. But the evaluation team hae aleo 
commented in this report on the factore which led up to the major 
projeat revieion In 1989. 

The project included a myriad of aotivitiie to be evaluated within ! 
four weeke. Therefore, the methodology used by the evaluation team ! 

- included key informant jnterviewe of the prinaipal institutions 1 
I receiving funds under the project, visits to sites of the programs 
' employing the greatest number of persons or using particularly , 
succeeslul methodologies, interviews of beneficiaries during these 
site vieits, and interviewe with other individuals who could hulp 

1 put the PETRA Project in perspective. i 
Of the eevan project activities identified in the 1909 Project i 
Amendment, the elvalutrtlon team was asked to focus on the three 
components dealing with PVO income generation activities, bueineae 
development/inveetment promotion, and production/produation 
enhancement. The team was also requested to conduct the 
evaluation with a regard toward leesone learned for future private 

1 eector development projects. 

UBAID ham been actively involved in assisting small enterprise 
development in Jordan, through the PETRA Project and others. 

/ 



Efforts are now being made to examine various altornativoa for 
small enterprieo development and eupport in Jordan. 

By and large, the most euccessful of the various project 
interventions was ttin PVO Income Generation elament of the project. 
It is e~timatod that ovor 2000 individuale, moetly women, have 
reaeived additional emplo ment and income a3 a result cQ ackivitj.aa 
funded by PETRA. Yn add 1 tion, the handicraft industry In 3crdan 
hao received a tremendous boost from the project. The quality and 
the doeigne of Jordanian hnndicrafts are much batter than they were 
when the project began. J u ~ t  ae importantly, the project euccseded 
in building the institulcione to be able ta produce and market 
handicraeta on a much larger ocale through the expaneion of the 
domeotic oarket for handicrafts and opening of an export market. 
continued scpport will be needed to develop that export market. 

PETRA  fund^ do not aeem to have significantly changed the way the 
8pecialized credit ~nstitutions have evaluated and approved the 
loana - one of the objectives of the PETRA funda. Although timo 
oonutrainte limited the evaluation team to interviews with only a 
few loan beneficiariee, interviews with SCI officials did not 
diecern any movement toward the, use of technical viability and aaeh 
flow analysie in evaluating loan applications. The SCIe hava 
continued to rely largely upon collateral requiremente. This ie 
not to eay that the loans have not been helpful in aesisting in 
private sector development. The ACC loans, i~r particular, have 
gone toward many apparently worth-while projects. !!owever, the 
PETRA funde have not achieved their aim of changing thb way t h e m  
inetitutione do busineea. ~dditional'training to SCI official8 in 
achieving theee changee might be considered ae part of a follow-on 
project. 

The IESC activities and the support,given to the varioue 
organizatione to support busjLnees development appear to have been 
xeletively eucceeeful. The kechnical aseietance provided b IESC 
volunteere has, according to written evaluations by the a1 ]I ente, 
been highly valued by the private bueinese recipients and hae 
helped numerous busineeeee eolvetechnical and managementproblerne. 
The Jordan Trade Aesoaiation and the Amman World Trade Center are 
now eetablished and are providing many of their intended services. 
The Near Eaet ~oundation hae recently commenaed ite program to 
train representatives of both PVOe and government agenciee to 
provide support to emall bueiness development. The NEF appear8 to 
be on the right track, but it ie too early to evaluete the 
effectiveneea of these-efforts. On the other hand, the Jordan 
Venture Projecte Company has not yet put together one joint 
venture. . Itt? only invest,ment after one and a half yeare of 
operation i e  totally Punded internally. 

To Bum up, the P E T M  Project partially achieved ite goal of 
enhanaing the proepects for private sector development in Jordan. 
It has had limited, but significant, euccese in alleviating firm 



epecific constralnte to increasing overall productivity and 
effectiveness. This hao hesn demonstrated in the growth of the 
handicraft production sector and in the establishment of on-going 
organization3 to oupport private sector development. 

The evaluation team suggests that the focus of any follow-on 
project to PETRA be limited to addressing the constraints of small 
buoineaa development in particular while developing the 
institutl.ona1 infrastructure for export growth and linkages between 
large and ernrall businesses. The project could also serve as a 
source of funds for new private eector initiativeo, as the PETM 
Project was designed. Ilowever, cars must be taken to concentrate 
project focus on two or tnree specific objectives which will 
address the key problems of small. business griowth and export 
growth. Support of business associations should bo concentrated on 
assieting these two growth poles. 

The new project activities should build on the successes of the 
PETRA Project and should continue support to PVO income generating 
activities, particularly relative to handicraft exports. continued 
funding of tlre International Executive Service Corps is also 
recommended based upon the evaluation team's limited review of its 
past performance in assisting in the growth of private sector 
icdustries. If feasible, special effort6 could be made by the IESC 
to support small business development. In addition, the Mission 
should continue srlpport to the Jordan Trade Association as long as 
it remains viable. The Amman World Trade Center appears to be 
developing well and should also be supported. Efforts should be 
made to try to promote the establisllment of a small business trade 
association as well. 

. 
Support in the establishment of a private eector institution which 
can provide small business advisory senrjces and training should 
also be given, either through an existing or new institution. It 
may be feasible to combine these within a small business 
association framework. These activities would fill an existing gap 
in the institutional framework for private sector development at 
the lower end. The potential for subcontracting arrangement6 
between larger and small firms should be explored. In some 
countries, the small business association is tied to a larger 
association such as the Chamber of Commerce and Industry. The 
feasibility of this approacn should be investigated. Another 
alternative worth exploring is the applicability of the Small 
Busineee Development Center approach which has proven quite 
successful in other countries. 

A follow-on project to PETRA s~lould also be tied in with existing 
Hirseion programs which are directed toward emall bueinees 
development and export growth. The type of small business 
development such aa that being developed by the Near East 
Foundation should be encouraged as well as the Loan Guarantee 
Project. 



C O M M E N T S  
AlDlW 0- Borrowrrlar-uull Rea~rt 

The Wieeion helievee thie evaluation achieved ite purpooe of surfacing ieouoe 
and leeeone learned which could be applied to the deeign of a eucceeeor 
project to further develop the economic potential of the Jordanian emall 
bueineee eector. It ehould be obeervod that the PETRA Project wae 
USAID/Jordanee firet major effort to help the private eector identify and 
addreee the conetrainte limLting ite productivity, effectivenone and growth. 
PETRA eeeentially wee conceived ae an umbrella project in which a varioty of 
interventlone could be explored and teeted in order to determine what type of 
long-term private eector otrategy ehould be pureued by the Hieeion. 

The complex, multi-faceted character of the project made a compreheneive 
evaluation exceedingly difficult and time-consuming: three evaluatore worked 
in-country on the report over a period of five weeke and a fourth worked on it 
for 3 1/2 weeke (including one week when they were hotel-bound in Amman due to 
enow). The.projact wee reetructured in 1989 and, at the Hieoion'e requeet, 
the team focueed ite attention on the eubeequent accompliehmente under the 
three active project componente. The team reached the conclueion that, while 
the overall Project wee perhape too ambitioue an effort, it clearly wee 
oucceeeful in introducing the role of the private eector into the Jordanian 
development agenda, and eucceeded in alleviating epecific conetrainte to 
private eector productivity and effectiveneee, The Hieeion endoreee theoe 
concluelone. .. 
The Wleeion concure ae well with the diecrete appraieale of the three 
componentr that were evaluated. The firet component, PVO Income Generating 
Activitieo, waa highly oucceeofulr key inetitutione involved in producing and 
marketing Jordanian handicrafto were eetabliehed and etrengthened, and about 
1,600 women and their familiee were among the beneficlariee of income 
generating activltiee at the time of the evaluation. Howqver, the team found 
leee progreeo than hoped for in turning handicraft production into an export- 
oriented induetry, ao the time eetlmatee to penetrate markete were too 
optimletic. The main conetraint war- the need to improve production quality 
before penetrating European and N ~ s c h  American marketo. Furthermore, the 
project  grant^ to PVOo needed to emphaoize handicraft production ae a viable 
commercial bueineeo, not ae an exteneion of each PVO'o eoeial welfare, 
program. USAID/Jordan affirme that theee leeeona learned from the project 
ohall be conoidrjred when planning any related follow-on activltieo. 

The second component evaluated, Production and Production Enhancement, wae 
comparatively l ~ e e  eucceeeful in obtaining ite objective of changing the way 
opecialized credit inetitutlons (SCI) aeeeee loan applicatione from emall 
burineroee. The SCIe participating in the project generally continued their 
practice of lending baaed on collateral rather than on factore euch ae caeh 
flow or technical feaeibility. USAID/Jordan oupporte the evaluation'e 
conclueion that euch inetitutions are not appropriate vehiclee to make credit 
more readily available to emall buelneeeee. However, the project'e oupport 
for the International Executive Service Corpo (IESC) did contribute directly 
to production and production enhancement by aeeigning volunteer6 to help 
approximately eighty Jordanian bueinee~~n etrengthen their operatione. USAID 
concure with the evaluatore that a demand-driven, IESC-type direct 



intervention can bo an offoctivo monr,o of improving tho production of 
i.ndividu61 buolnoooeo. 

The third component ~ v a l u a t e d ~  Uuolnoso Dovolopment and Xnvootmont Promotion, 
wee judged to be relatively oucceocful ao !t holpod to eotablioh ooma 
organizationo eervlcing ernall bueliieoues, euch as the Jordan Trade Aesociation 
and tho Amman World Trade Center, and Lt aloo enabled tho N ~ a r  Eaot Foundation 
to etert a promloing training program to lncruaoo the ranku of peroone 
qualified to eooiot bueineee development. On the okhes hand, tho evaluation 
notee that there ie etill no appropriate organization to coordinate and 
dolivar a comprohenoive range of emoll bueinosn advieory services, and that 
euch nn orgar~ization would be needed to help USAID/Jordan Lmploment a follow- 
on project. Tho evaluation correctly pointe out that euch an entity muet be 
oriented towardo developing emall hueineeeoo 80 commercially viable 
enterprioeo, not as inotrumente to deliver eocial oervicee, and muot be free 
of Government control, if it is to be oucceeeful. 
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The evaluation team would like to exprem our appreciation to the 
various pernons and organizations which been involved with the 
PETRA Project for their willingness to spend the time with us to 
give us a good understanding of the project. The PETRA Project has 
been a very complex and interesting project. ' It has had many 
facets over the years and has assisted a xrrulti.tude of organizations 
and agencies. This meant that, within the time allowed for the 
evaluation, the evaluation team had to make some hard choices as to 
which organizations on which to concentrate. These decisions were 
made in the field with the assistance and cooperation of the key 
persons responsible for the evaluation. 

We regret that we did not have the time to interview 
representatives of all of the organizations which received funds 
from the project. We also regret that we did not have the time to 
interview more individual beneficiaries of loans or grants provide3 
by the project. Unfortunately, an untimely snowstorm in Jordan the 
first week after the team's arrival prevented travel even within 
Amman and eliminated one week from thle five weeks allotted for the 
evaluation. This exacerbated the n,eed to focus our efforts on 
certain key groupa and institutions that reflectedthe main aspects 
of the pro j act. On the other hand, we believe that the 
organizatj~ons and institutions on which we selected represented a 
good cross-aectfo~r of the main activities funded and also have 
provided a good understa~ding of the project. 

Special thanks go to Peter Delp, USAID Project Development Officer, 
and to Mal'en A1 Nsour, USAID Desk Officer, Ministry of Planning for 
their clase attention to the evaluation and their assistance and 
guidance. We would also like to thank the senior management of 
USAID and *\".he Ministry of Planning for their helpful comments and 
sincere desire to make this evaluation a useful tool for future 
private sector development planning. A sincere thank you is made 
to the many representatives of the various inskitutions whose 
project activities were evaluated as well. They made every effort 
to assist the team in accomplishing a very demanding task. 

Lastly, the members of the evaluation team would like to express 
their appreciation for being selected to evaluate this very 
irnportant project.. Wt? hope that this report will be helpful in 
assessing f~ture~directions of private sector development and in 
helping to improve the economic conditions of the Jordanian people. 

Stephen C. Silcox 
Team Leader 
April 30, 1992 
Washington, DC 



ACC Agricultural Credit Corporation 
AID Agency for International Development 
ATA Aid to Artisans 
AWTC Amman World Trade Center 
BH Bani Hamida Rug Weaving Project 
CVDB Cities and Villagas Development Bank 
EPC Ex-Petra Committee 
GOJ Government of Jordan 
G W S  Geaeral Unim of Voluntary Services 
IDB Industrial Development Bank 
IESC International Executive Senvice Corps 
JCCC Jordan Commercial Centers Corporation 
JD Jordanian Dinar 
JDTC Jordan Design and Trade Center 
JRD Jordan River Designs Project 
JTA Jordan Trade Association 
JVP Jordan Venture Products Co., Ltd. 
MOP Ministry of Planning 
MSD Ministry of Social Development 
NCC National Csramics Center 
NEF Near East Foundation 
NHDP National Handicraft Development Project 
NHF Noor A1 Hussein Foundation 
PETRA Private Enterprise Technical Resources Assistance 

(Project) 
PIL Project Implementation Letter 
PP Pro j ect Paper 
PVO Private Voluntary organization 
QAF Queen Alia Fund 
SBDC Small Business Development Center 
SC Save the Children Foundation 
SCI Specialized Credit Institution 
SEDO Small Enterprise Development Foundation 
SSIH Small Scale Industries and Handicrafts Fund 
USAID United States Agency for International Development 
VE Volunteer Executive 
YMWA Young Muslim Women's Association 

1 

1 Exchange rate at the time of the evaluation (March, 1992) was: 
US $1 = JD .678 
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EXECUTIVE SUMMARY 

The Private Ent-.srpsiao 'Pechnical Resources Assistance (PETRA) 
Project (Project No. 2'18-d277)  was authorized by 'JSALD on Septamber 
30, 1986 to provide assistance to the development of the private 
eector in Jordan. It wae initially funded at $10 million and was 
subsequently increased to a total of $12 million. The ,aoa;L of the 
PETRA Project was I1ta assist the Jordanian private sector to be the 
driving force behind increased income, export and employment 
growth.I1 The ,ol;lrpose was "to alleviate poll.cy, industry-wide and 
firm specific constraint-s to increasing overall productivity and 
efzectiveness of the private sector.11 

The PETaA Project was the first major effort of USAID/Jordan to 
assist private sector development and was designed as an umbrella 
project which would provide funds for experil~ental efforts to 
assist bueinesses and business support instit=u.Lions as well as to 
fund activities leading to the design of other, more focused 
private eector development projects. 

A midterm evaluation conducted in 1988 noted ydrious problems in 
the functioning of the PETRA Office and the PETRA Committee. At 
the same time, the Ministry of planning (MOP) and USAID were 
beginning to jointly recognize the difficulties and problems due to 
the initial implementing arrangement of the project through the 
Committee. The Project Paper was amended on August 30, 1989 to 
reflect the a major revision in the implementation of the project. 
In accordance with the wishes of the MOP and USAI3, the evaluation 
team concentrated on the period of time after the mid-course 
revision of the project in 1909. But the evaluation team has also 
commented in tiris report on the factors which led up to the major 
project revision in 1989. 

The project included a myriad of activiti2s to be evaluateci within 
four weeks. Therefore, the methodology used by t:he evaluation team 
included key informant interviews of the principal institutions 
receiving funds under the project, visits to sites of the programs 
employing the greatest number of persons or using particularly 
successful methodologies, interviews of beneficiaries during these 
site visits, and, interviews with other individuals who could help 
put the PETRA Project in perspective. 

Of the seven project activities identified in the 1989 Project 
Amendment, the evaluation team was asked to focus on the three 
components dealing with PVO income generation activities, business 
development/investment promotion, and production/production 
enhancement. The team was also requested to conduct the 
evaluation with a regard toward lessons learned for future private 
sector development projects. 

USAID has been actively involved in assisting small enterprise 
development in Jordan, through the PETRA Project and others. 



Effort6 are now being made to examine vamria~ls alternatives for 
small enterprise development and aupport in Jordan. 

By and large, the most successful of the varioua project 
intunrentions was the PVO Income Generation element of the project. 
It is estimated that over 2000 Individuals, mostly women, have 
received additional employment and income as a re~ult of activities 
funded by PCTRA. In addition, the handicraft industry in Jordan 
has received a tremendous boost from the project. The quality and 
the designs of Jordanian handicrafts are much better than they were 
when the project began. Juet as important1 y , the project succeeded 
in building the institutions to be able to produce and nilrlcet 
handicrafts on a much Parqer scale through the expansion of the 
domestic market for handicrafts and opening of an export market. 
Continued support will be needed to develop that export market. 

PETRA funds do not seem to have significantly changed the way the 
Specialized credit Inotitutions have evaluated and approved the 
loans - one of the objectives of the PETRA funds. Although time 
constraints limited the evaluation team to interviews with only a 
few loan beneficiaries, interviews with S C I  officials did not 
discern any movement toward the uee of technical viability and cash 
flow analysis in evaluating loan applications. The SCIs have 
continued to rely largely upon collateral requirements. This is 
not to say that the loans have not been helpful in assisting in 
private sector development. The ACC loans, in particular, have 
gone toward many apparently worth-while projects. However, the 
PETRA funds have not achieved their aim of changing the way these 
institutions do business. Additional training tc SCI officials in 
achieving these changes might be considered as part of a follow-on 
project . 
The IESC activities. and the support,given to the various 
organizations to support business development appear to have been 
relatively sucaessful. The techrdcal assistance provided by IESC 
volunteers has, according to written evaluations by the clients, 
been highly valued by the private business recipients and has 
helped numerous businesses solve technical and management problems. 
The Jordan Trade Association and the Amman World Trade Center are 
now established and are'providing many of their intended services. 
The Near East Foundation has recently commenced its program to 
train representatives of both PVOs and government agencies to 
provide support to small business development. The NEF appears to 
be on the right track, but it is too early to evaluate the 
effectivenees of these efforts. On the other hand, the Jordan 
Venture Projects Company has not yet put together one joint 
venture. Its only irlvestment after one and a ha12 years of 
operation is totally funded internally. 

To sum up, the PETRA Project partially achieved its goal of 
enhancing the prospects for private sector development !.n Jordan. 
It has had limited, but significant, success in alleviating firm 



specific constrainks to increasing overall productivity and 
rsffectiveneaa. This has been demonstrated in the growth of the 
handicraft production sector and in the establishment of on-going 
organizations to support private sector development. 

The evaluation team suggests that the focus of any follow-on 
project to PETM be limited to addressing the constraints of small 
busineso development in particular while developing the 
institutional infrastructure for export growth and linkages between 
large and small busj.nesnes. The project could also serve as a 
source of funds for new private sector initiatives, as the PETRA 
Project was designed. However, care must be taken to concentrate 
project focus on two or three specific objectives which will 
address the key problems of small business growth and tkxport 
growth. Support of business associations should be concentrated on 
assisting these two growth poles. 

The new project activities should build on the successes of the 
PETRA Project and should continue support to PVO income generating 
activities, particularly relative to handicraft exports. Continued 
funding of the International Executiv~e Service Corps is also 
recommended based upon the evaluation team's limited review of its 
past performance in assisting in the growth of private sector 
industries. If feasible, special efforts could be made by the IESC 
to support small business development. Tn addition, the Mission 
should co?ntinue support to the Jordan Trade Association as long as 
it remairrs viable. Tho Amman World Trade Center appears to be 
developir~g well and should also be supported. Efforts should be 
made to try to promote the establishment of a small business trade 
associati.on as well. 

Support in the establishment of a private sector institution which 
can provide small business advisory serv..ces and training should 
also be given, either through an existing or new institution. It 
may be feasible to combine these within a small business 
associatj.on framework. These activities would fill an existing gap 
in the i~,~stitutional framework for private sector development at 
the lower end. The potential for subcontracting arrangements 
between larger and small firms should be explored. In some 
countriers, the small business association is tied to a larger 
association such as the Chamber of Commerce and Industry. The 
feasibility of this approach should be investigated. Another 
alternative worth exploring is the applicability of the Small 
Businese Development Center approach which has proven quite 
successful in other countries,, 

A follow-on project to PETRA should also be tied in with existing 
Mission programs which are directed toward small business 
development and export growth. The type of small business 
development such ar that being developed by the Near East 
Foundation should be encouraged as well as the Loan Guarantee 
Project . 

vii 



I. INTRODUCTION 

The Private Enterprise Technical Rasources Assistance (PETRA) 
Project (Project No. 278-0277) was authorized by USAID an September 
30, 1986 to provide assistance to the development of the private 
sector in Jordan. It was initially funded at $10 million and was 
subsequently increased to a total of $12 million. The project 
assistance completion date was recently extended to September 30, 
1994. 

The of the PETRA Project was "to assist the Jordanian private 
eector to be the driving force behind increased income, export and 
employment growth." The -ose was loto alleviate policy, 
industry-wide and firm specific constraints to increasing overall 
productivity and effectiveness of the private sect~r.~' 

The PETRA Project was the first major effort of USAID/Jordan to 
assist private sector development and was designed as an umbrella 
project which would provide funds for experimental efforts to 
assist businesses and business support institutions as well as to 
fund activities leading to the design of other, more focused 
private sector development projects. Thc project targeted a broad 
spectrum of tho private sector, including support for enterprises 
from micro-level with 1-3 employees all the way up to large 
businesses with over 100 employees. The project included a myriad 
of activities and outputs that seem to have been purposely left 
ambiguous in order to permit the Mission to support potential 
opportunities for the development of the private sector as they 
arose. A logical framework for the projeqt was not included in the 
Project Paper (PP) , since, as the PP stated, "the nature of the 
project does not lend itself to the formal specification of 
detailed outputs and end-of-project status." 

Although this lack of focus did, in fact, pennit the Mission to 
respond to different initiatives over the years, the lack of 
clarity and focus of the activities also led to some reasonable 
differences in perception by different parties as to what the 
project was actually supposed to accomplish. 

A detailed working plan in Project Implementation Letter (PIL) No. 
1 earmarked $7 million in General Funds for direct SL -ort to 
bu~ines8 groups, non-profit organizations, private . - and 
individuals and a $3 million Set-Aside for prcject desr\ and 
support. A key activity of the project in the first two years Q ~ S  
the development of a PETW Committee composed of representatives of 
the key government and parastatal institutions providing support to 
the private sector. The purpose of this committee was to review 
funding applications from groups and individuals which would 



receive assistance from the project. A PETRA Office was 
established to promote the project, receive applications and to 
providle assistance to groups and individuals in slubmitting 
applications. A key innovation in the Project was the attempt to 
base loan approval on an analysis of both the technical feasibility 
of the project and anticipated cash flow, rather than the highly 
collateralized lending approach existing in Jordan. 

A midterm evaluation conducted in 1988 noted various problems in 
the functioning of the PETM Office and the PETRA Committee. At 
the Game time, the Ministry of Planning (MOP) and USAID were 
begl.lirning to jointly recognize the difficulties and problems due to 
the initial implementing arrangement of the project through the 
Committee. Although both the MOP and USAID believed that the 
purpose of the project was valid and efforts in this direction were 
important in solving the problems of economic growth in Jordan, 
they also saw the need for change. Some of the more prominent 
problems cited in 1988 were: 

- Understaffing and lack of experience of the PETRA Off ice 
resulted in an inability to properly prepare and review 
application documents. - The PETRA Committee, composed largely of high-level 
government and parastatal officials lacked the time to 
properly evaluate project proposals. In addition, they 
found that they were subjected to pressure from 
individuals attempting to exercise influence over the 
project approval process. - The implementing mechanism did not have the lagal 
authority and institutional structure of similar types of 
entities in Jordan, such as the Specialized credit 
institutions (SCIs) to be able to effectively evaluate 
and monitor loans. a - The PETRA Project wae initially conceived and advertised 
as a grant program which was funded by American money. 
Decisions were subsequently made to provide loana rather 
than grants to individuals who desired funding for 
business ventures. This seems to have created confusion 
in the mind of the general public and these receiving 
loans; $his led to problems with loan collection. 

As a result of bheee deficiencies, the MOP and USAID decided to 
make a major change in the way the project was implemented. The 
decision to close the PE'TRA Office was taken. The Project Paper 
was amended on August 30, 1989 to reflect the following revisions: 

- The PETRA Committee was disbanded. - The existing PETRA Loans which were approved by the PETRA 
CowCttee were transferred to the Agricultural Credit 
Corporation (ACC) , the Industrial Development Bank (IDB) , 



and tho Cities and Villages Development Bank (CVDB). 
Each of theee three SCIs received the loans which 
corresponded to their normal loan portfolio activity. - The ACC and IDB received funds to provide future loans in 
their areas of specialty, with the idea that they would 
utilize cash flow and technical viability analysis as the 
basis for loan approval decisions using PETRA funds. The 
CVDB, which provides grants to towns and villages, was to 
receive funds to promote special projects in rural areas. - Management of the grants to non-profit organizations and 
business organizations providl-ng support to private 
sector development would be performed by USAID staff in 
consultation and agreement with MOP staff. 

The amendment specified seven areas of activity for the project: 

1) Project design and development 
2) Project management 
3) Evaluation/audit 
4) Production and Production Enhancement (including new loan 

activity by the ACC and IDB) 
5) Business Development/Investment Promotion 
6) Private Voluntary Organization (PVO) Income Generation 

Activitieu 
7) General Uses (encompassing all the activities previously 

approved under the original Committee/Office structure) 

The project structure and activities have remained relatively 
unchanged since this major revision in 1989. 

In accordance with the wishes of the MOP and USAID, the evaluation 
team concentrated on the period of time after the mid-course 
revision of the prosect S.n 1989. The team did, however, also 
review the original project design documents, as well as the mid- 
term evaluation performed in 1988 and subsequent project amendment. 
The team has summarized and commented in the previous section on 
the factors which led up to the major project revision in 1989 in 
order to put the project within context: this should also help to 
explain how the original design of the project was corrected to 
make it better fit the existing business conditions in Jordan and 
to benefit from the lessons learned during the first two years of 
the project. I 

Of the seven project activities identified in the 1989 Project 
Amendment, USAID requested that the team focus on project 
activities numbers 4, 5 and 6 listed above, since the other 
activities had been either previously evaluated or were 
administrative categoriee which had no relevance to the evaluation. 
The orrly exception was a review of the status of the loans approved 
by the PETRA Committee. 



The team was requested to conduct the evaluation with an eye toward 
the deeign of a follow-an proje~t in terns of leseone learned 
during the PETkA Project and Its successes and weaknooses. Tin its 
discussions with tho various parties in the project, the teau 
attempted to perform the evaluation in n nonaultative manner, in 
order that the institutions being evaluated might be aware of the 
findings of the team and comment on them during the course of 'the 
evaluation. The team strove to make this evaluation a constructive 
exercise to help to improve the performance of the instituti~ne 
evaluated. Furthemore, in the last section of this report, the 
team points out potential new avenues and approaches to small 
enterprise development which might be explored by the GOJ and USAID 
in considering any future private sector development project. 

The four person evaluation team was composed of Stephen C. Silcox - 
Team Leader and Small Business ~evelopment/Evaluation Specialist, 
Cary Raditz - Small Business Development/Financial Policy 
Specialist, Caroline Ramsay - Handicraft/Small Scale Income 
Generating and Marketing Epecialist, and Samir Carmi, Private 
Sector Business Development Advisor. 

Unfortunately, Jordan received a major snow storm the first week 
after the arrival of the team. Since travel was impossible even on 
the city streets of Amman, the team was only able to have two 
meetings during its first week in Jordan. At the suggestion of the 
USAID Project Officer and the Department of International 
Cooperation in the Ministry of Planning, the team structured its 
work during the remaining three weeks of information gathering to 
minimize unnecessary travel and meetings and interviews with 
beneficiaries. It must be noted that it would have been impossible 
for the team to interview representatives of all institutions 
receiving grant funds over the life of the project or to interview 
a sizeable sampling of project beneficiaries in the field, since 
the team was barely ab'le to adequately interview those institutions 
selected within the time available. The approach taken wae to 
agree with the MOP and USAID on a sample of the various 
institutions, individuals and beneficiaries involved in or 
receiving assistance from the project. The following interviews 
and field trips were made. 

- Representatives of key institutions which received funds under 
the project were interviewed. - Visits to the Bites of the projects employing the greatest 
number of 8 persons or having particularly successful 
methodologies were made. - Interviews of individual beneficiaries of project loans or 
technical assistance or training was limited to those 
conducted during visits to sites of the projects described 
above. - Interviews were held with individuals who could help put the 
PETRA project in perspective or could offer information 
relevant to the current economic environment for small 



busirless devolopmant in Jordan, These included individuals 
and organizations suggested by tile MOP and USAID.  

Although some decisions to limit aampling had to be made to meet 
time constraintn within the level of effort provided, care was 
taken to asaure that those institutions selected provided a 
sufficient sample to adequately represent the various activities 
evaluated. 

c. 

This report begine with this introductory section (Chapter I) which 
describes the history of the project and the focus of the 
evaluation team 

The second section (Chapter 11) proviaes a brief review of the 
current economic situisrtion in Jordan and the context for small 
enterprise developaonc as well as USAID'S activities in private 
sector development in Jordan. 

The next section (Chapters 111, IV, and V) analyzes the performance 
of the institutions/organizations receiving funding under the PETRA 
Project and, where appropriate, presents recommendations for 
improving their performance. Each chapter deals with one of the 
three PETRA Project activities reviewed by the team and concludes 
with a summary of the lessons learned about that project component. 

The fourth section (Chapter VI) discusses some cross-cutting issues 
regarding the PETRA Project. 

The fifth section (Chapter VII) presents the overall conclusions of 
the team. 
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Finally, the last section (Chapter VIII) presents the 
recommendations of the team regarding a follow-on project. 



11. THE CONTEXT OF SMALII ENTERPRISE DEVEUPMENT IN JORDAN 

The economy 0% Jordan is currently undergoing some severe otrains. 
It had depended heavily on external sources for growth during the 
early 1980s. However, many of the external sources decrea~ed 
significantly in the second half of the decade due to the decline 
in the price of oil. This included both official aid from the Gulf 
States and privato remittances from Jordanians working in those 
countries. In 1985, the country had entered a period of recession 
following the collapse of the boom in the oil-fueled Gulf 
economies. Economic growth, which had reached an average of 11.79 
per year in 1975-81, declined to 4.5% per yoar in 1981-84. This 
downwerd Lrend continued into the late 1980s with average growth of 
only 2.39 in the period 1985-89. Unemployment rose from an 
estimate of 3 t  in 1980 to official estimates of 209 in 1990 and 
worker remittances substantially declined with the return of many 
Jordanians from the Gulf. 

In the mid-eighties, Jordan attempted to stand fast in the face of 
a declining economic situation through increased domestic and 
foreign borrowing to meet rising budget deficits and maintaining 
control of official exchange rates. However, by 1988 the debt 
burden and lack of export product competitiveness prompted the 
government to seek a rescheduling of its debts, to loosen control 
of exchange rates, and to develop a structural adjustment program 
in cooperation with the IMF and the World Bank. 

The Gulf Crisis severely disrupted Jordan's adjustment program and 
the worst scenarios forecast in 1985 have come to be realized. The 
country is now cut off from its major export markets in both the 
Gulf and Iraq. At least three hundred-thousand Jordanians and 
Palestinians have been forced to leave the Gulf and return to 
Jordan, resulting in a major loss of hard currency remittances and 
a substantial increase in unemployment. At the same time, Gulf aid 
to the country has come to a virtual standstill. Consequently, 
unemployment has risen to about 359 arid the overal balance of 
payments deficit was approximately $1.14 billion in 1991. 

It has become clear to most policymakers that a key requirement for 
economic expansion is an expansion of private sector activity, both 
at the higher 1.evels and at the small business level. The G W  is 
interested in improving the environment for small business creation 
and expanoion in order to increase employment. It has eotabliohed 
the Development Employment Fund to assist in the development of 
small businesses, particularly in rural areas and secondary towns. 

B. USAID'S PRIVATE SECTOR APPROACH 

USAID began its emphasis on private sactor development in 1985. 
The Action Plan for FY 1990 stated that "the Mission's program and 



policy dialogue agenda continue to target throe objectives: 

1) Improving productiv~ and marketing; 
2) Increasing privata sector s t  in productive 

sectors; and 
3) aer a result of these activities, increasing g-ent. 

Support for private sector devekopmunt has been ona of the key 
araas of USAID activity in Jordan. Thirteon out of sixteen 
projects in the Mission pertfolio have Ljjlori directly supporting 
private sclctor development. Most 05 the remaining sixteen have 
a 1 ~ 0  had private sector elements. 

Key constraints to small enterprise development include the 
following: 

Restrictions on market entry 
High costs of land and rents 
Government ownership of commercial enterprises 
Lack of access to finance 
Shortage of manaqement skills 
Poor product design 
Lack of business support organizations 
Lack of marketing skills 

USAID has been actively involved in assisting mall enterprise 
development. Much of the funds from the PETRA Project have gone 
toward small business development and the Loan Guarantee Project 
was designed to increase access to credit for small enterprises. 
In addition, the Mission is currently inteuested in examining 
various alternatives for small enterprise development for future 
pro j ect design. 



111. PRIVATE VOLilNTARY ORGANIZATIONS - INCOME GENERATION ACTIVITIES 

Thore are over 600 PVOs operating in Jardan today. They are 
registered as non-profit organizations with the Miniatry of Social 
Development (MSD). The PETRA Project has provided about $2.6 
million in funds to support income generation activities by PVOs. 
These funds have gone principally to four of the largest PVOs - The 
General Union of Voluntary Services (GWS), the Noor A1 Hussein 
Foundation (NHF), the Queen APPa Fund (QAF) and Save the Children 
(SC). Except for the furids to G W S  which have provided additional 
support for grants to small PVOs in rural areas to develop income 
generating projects, the assistance provided to tim large PVOs has 
gone toward start-up costs for new income generation programs of 
those institutions based on handicraft production. In fact, the 
other PVOs are running small businesses themselves. 

Key issues relative to support of PVO income generation activities 
are: 

- Can the social development goals of these institutions be 
compatible with business development? - Do the small business activities of theae organizations 
have the capacity to develop into viable commercfal 
enterprises in their own right? - Will these PVOOs require continual subsidies to operate 
or can they develop effective revenue generating 
activities to become self sufficient'? - What is the effectiveness of these programs in generating 
income and employment? Can they expand their operations 
to increase'these factors? - Can the handicraft industries spawned by these programs 
be competitive domestically and in the export market? 

Because of the complexity of many of these issues and the need to 
go into detail on sach of the activities of the principal PVOs 
engaged in these activities, an extensive evaluation was made of 
each PVO. Due to report length constrainte, this chapter will 
present an overview of the activities of each PVO and compare them 
with the other PVOs engaged in these activities. For a more 
detailed analysis of each PVO, please refer to Annex 6. 

The key aspects (reviewed in this chapter are the institutionei 
development of each organization, their financial viability, and 
the overriding issues relative to the development ofthe handicraft 
industry in Jordan, with particular reference to export trade. 
Cross comparisons will be made, when appropriate, to illustrate 
differences in approach or in the stage of growth of the 
organizations. 



From an institutional standpoint, zkll four PVOs have viable 
ine'titutions which could eurvive whether or not USAID funds 
continuo to aupport them. There would be contractions in the level 
of activity by SC and QAF, and eepecially for NHF, relative to 
handicraft production and marketing. However, the institutions 
have other bases of support which would help them to continue their 
work at reduced levels. The exception is GWS. G W S  has a 
relatively oecure base of financial eupport from the national 
lottery which they conduct. PETRA funds have allowed them to 
extend their work, but it has not really helped them ta move in new 
directions. 

The legal structure of all of the PVOs .is sound and they all have 
solid bases of support within the political arena. The legal 
structure of the handicraft programs conducted by the PVOs, 
however, is not independent of the PVOs. Any decision to set up a 
separate legal entity for a particular handicraft program should be 
based upon an analysis of the pros and cons of, such an. arrangement 
at the time. There is no self-evident reason for the handicraft 
activities to be separate legal entities at this time. 

The rest of this analysis will concentrate on the particular 
activities of each PVO funded by the PETRA Project. These include 
the Bani Hamdda (BH) and Jardan River Design (JRD) Projects of Save 
the Children, the Jordan Design and Trade Center (JDTC) of the Noor 
A1 Hussein Foundation, and the National Ceramics Center (NCC) of 
the Queen Alia Fund. The activities funded by G W S  have utilized 
their normal structure and staffing so no special entity has 
received PETRA funds there, 

The management of all the institutions is strong. All have 
qualified managers and stafi skilled in their jobs. The staff at 
the entities involved in handicraft production and marketing are 
especially strong. All of them have staff with experience either 
in handicraft production, business development or related skills. 
Staff are selected according to qualifications, aptitude for the 
job and experience. However, the PVOs often select individuals 
with aptitude and train them on the job. This is partially a 
consequence of the salaries they can afford to pay. Someone with 
qualifications and/or experience can command a higher salary. The 
management style is different at G W S  since they are not directly 
engaged in handicraft production themselves. 

Training at all the institutions ia conducted on an as-needed basis 
and according to the resources available to the institution. BH 
had its marketing manager attend courses at the Jordan Institution 
o f  Management to receive training in marketing prior to assuming 
her duties at BH. The J W C  has sent their sales manager on a 
training tour in the U.3. to get experience in marketing and to 
learn the competition. BH, JRD and the NCC have also sent staff on 



trips to trade ehows to gain valuable experience in marketing and 
to ].earn about their export competition. 

The physical facilities and equipment of tho JDTC and BI.1 are 
excellent. The NCC and JRD are currently operating in cramped 
conditions. The NCC will be moving into 43 new production facility 
within the year and JR9 is seeking funding to ronavata and rent a 
house near the Second Circle in Amman. G W S  operatea out of! their 
own building on Jebel Weibdeh which soems to be sufficient for 
their needs. 

The three moat important features of the PVO income generation 
projects are: 

- Delivery of earned income to t:he unemployed and poor. - Capacity to cover costs of operations and administration 
through sales revenue. - Capacity to cover all coste including investments in 
training, market development, equipment, and facilities. 

1. Earned Income and Salea 

Earned income in a function of the volume of sales and how much of 
each dinar in sales is returned to the producer. G W S  is 
considered separately due to its difference in operations compared 
to the other PVOs which are directly involved in handicraft 
production. 

Total sales over the . lif, of the project vary for a variety of 
reasons including years of operations. Bani Hamida expects to sell 
a total of JD 4,400,000 of carpets by- 1998 of which 418 or 
JD 1,700, 000 will go out .to rural women in wages. JDTC oxpecte to 
earn JD 3,407,500 from export sales by 1998 of which 41% or JD 
1,380,900 will be paid to producers. Both Jordan River Design and 
National Ceramics Center each expect to produce sales of 
approximately JD 2,800,000 by the end of 1998. JRD will pay out 
289 to producers in their centers in the amount of JD 772,700. NCC 
will pay out 12% to its staff of potters, artists, and assistarlts 
totalling JD 300,000. The variations are due to varying costs of 
goods aold and operati.ona1 costs, evidencing initial start-up costs 
in most cases where thb.percentage paid to producers is lower. 

t 

Each of the four handicraft projects plans capital expansion or 
is-ltensive market development investments in the next few years to 
build capacity and open up channels for increased saleu. As the 
beneficiaries are paid out of sales revenues, increased uales means 
the socio-economic benefits of the projects will rise 
proportionately. 



2. Cost Cove- 

Sevelral factors are important in consider:ing cost: coverage: gross 
margin, fixed operating coots, and the irlcrease in working assets 
of inventory and ordere that is nocsneary to support salee. 
Ability to cover theee casts means that $ire BVO will only need to 
eoek funding for capital investment in major plant and equipmen.t: 
and far other large, non-recurring expenditures not covered by caeh 
from operations. 

Bani Hamida management will be striving to reduce the costs of 
goods sold as a percentage of u3alee price1 from 57% in 1991 in order 
to improve gross margins. Nonetheless,, Bani Hamida covered all 
costs in 1990, the fourth year of its oporatione due to a slow down 
in production related to the Gulf crisirs which caused inventories 
to he sold off. In 1991,a 26% increase in operating costs along 
with a build up of new inventories caused cash shortfalls. By 
1992, Bani Hamida will be covering all operating c o ~ t s  out of cash 
from operations including the autb-financing of inventory 
expansion. 

Jordan River Designs had a 31% gross margin in 1991. JRD expects 
to cover all operating costs and working capirtal'expansion by the 
end of 1992, its fourth year. A new operations center and showroom 
will provide a better organized and more attractive base for local 
sales and export promotion. Management aims to reduce its 
operating expenses including training to lens than 205 of sales by 
1995. 

Jordan Design and Trade Center will be able to cover all normal, 
racurring costs by the seventh year of operation, 1996. Management 
believes it can raise its margins as It becomes more adept at 
delivering export markets to Jordanian handicraft producers. To 
achieve this end, management has a plan of action to attend 
American and European trade shows to develop relationships with 
large volume retailers. In this way JDTC can cut middlemen out of 
its cost structure without sacrificing volume potential. 

The National Ceramics Center has the highest gross margin among the 
projects mainly because NCC's management classifies other variable 
costa as a part of operations. Even so, the gross margin and the 
operating leverage together will turn a strong profit and caah flow 
through the third quarter of 1992, NCC's third year of operations. 
Because NCC is moving to a new factory in 1992, sales will fall off 
during the period of the transition, and operations costs will 
continue to soar on into 1996. Inveetmente in naw kilns and 
equipment will begin to produce high gains in 1995 when sales 
double over the previous year and continue rapid growth through 
1998. NCC im oounting on the high quality and low aoet of it. 
production ceramics to gain a commanding markat share in Jordan. 



Sales can not continue growing without inveotments in facilitiee, 
equipment, and market development. When a PVO can cover all 
operating costa and financo new investments from it6 caeh from 
operations, it has schieved an important dagroo of sustainability. 

According to projections, Bani Hamida will cover inveutmant.~ by 
1995. Cash from operations will contribute JD 84,000 to 
investments sf JD 165,000 in an axport unit and market development 
in 1992, 1993, and 1994. 

Jordan River Designs will be able to cover all investment6 by 1994. 
Cash from operations will contribute JD 27,000 to the JD 148,000 
investment in the reilovation and furnishing of a new showroom over 
1992 and 1993. 

Jordan Design and Trade Center will cover all investments by 1997. 
During 1996 it will contribute JD 10,200 as its share of the 
JD 14.,700 of R&D and training costs. 

The National C~tramics Center will cover all investmsnt coots in 
1992, before taking on major investments in a ne;; production 
facility and equipment. Cash from operations will begin to cover 
investments again in 1995. 

The PETRA Project has been the principal source of funds behind the 
improvement of craft production, in Jordan. It has been resp~nsiblta 
for the formation of the JDTC and has provided significant funding 
and technical assistance to BH, JaD and the NCC. It is accurate to 
state that withcut the assistance of the PETRA Project, those 
institutions would not exist as they are today and many Jordanian 
craft designs would have remained lost crafts. 

, . 
The grant method of:assistance has been necessary in order to 
compensate for the start-up expenses of these different operations. 
private bu~inesse~s commonly finance their start-up expenses through 
personal sa~ring~,, loans from friends and relatives, and in limited 
cases, when anticipated returns are very high - from banks or other 
financial institutions. . The PVOc Rave no such sources of funds and 
thus must turn to donors for support in meeting thoso coete. Had 
they received loans rather than grants, they would not have been 
able to expand their operations so quickly. In all cases, the PVOs 
seem to have used their rssources from grante judiciously and have 
been able to develop new designs, hire good staff, and improve 
production techniques as a result. Technical assistance or 
training by themselves would not have had the results achieved, 
since the PVOs needed the grants to make up for the shortfalls in 
cashf low. 



The JDTC has achiavsd prominence ae the firat among equals in tho 
doveEopment of handicraft induatry in Jordan. It hae achieved 
noteworthy refiulte within the short period of time it haa been 
operating. However, them are oomo significant problems in tho way 
it is etmctured. For example, it is intended to be the principal 
marketer of Jordanian crafts overseas, yet it cannot reprosent all 
of ite clients equally well. BH, JRD and QAF have the staff 
resourcee and sophietication to be able to market their own 
products. Placing the JDTC between them'and their markets (both 
domestic and exports) only makes sense if the JDTC can do a better 
job of marketing their products. Thie may be true,of some of the 
smaller, less scsphiaticatsd, local PVOa and private businesses, 
however. This has important consequences for the long-term 
financial viability of the JDTC, eince one of its major irrcome 
generators ie supposed to be commissions on goods sold. 

From the responses the team received, it appears that most have 
been satisfied with the _auaIity: sf design as~istance being provided 
by the JDTC. On the othar hand, some complained about the w & y  
of assistance, i. e., they would like to have mare of the 
consultants8 time when they are in Jordan. The quality of the 
handicrafts being produced is very high and this reflects well on 
the technics.. asaistance, both in design and production. 

The Aid to Artisans (ATA) contract has produced some good results 
in design and production nssiatance. Its assistance in marketing 
in the U.S. does not seem to have translated into many sales. It 
appears that this is due to the fact that ATA represents many 
artisan groups around the world. There is no substitute for direct 
representation/promotion by the JDTC and other PVOs themselves. 
The way to correct this is to support vis?.te by the PVOs to 
establish direct contacts with their markets. The general 
perception is that the ATA contract can b e  terminated at the end of 
1992 with possible short-term assistance on an irregular basis 
being considered. 

Another problem area with design assistance involves the issue of 
proprietary use of designs. This reveals another structural 
problem with the JDTC serving as a resource for other handicraft 
producers. JDTC has the ability to develop production centero that 
can compete w.ith existing producers. This has lead to questions in 
the minds of the other PVOs producing handicrafts as to wlhoae 
interests the JDTC has in mind. The JDTC contends that a certain 
degree of trust is needed here and that they have not placed any 
group in direct competition with another. However, the potential 
for this exists. On the other hand, ha~rdicraft product designs 
cannot really be patented, so copying another's designs is a 
reality of the business. 

Regarding exports of handicrafts, there has been a substantial 
increase in the number of handicrafts exported from Jordlan. 
However, although this does generate some foreign exchange, it 



wau1.d be unrealistic to believe that handicraft exports can have 
evon a noticeable effect on balance of payments for Jordan. The 
point, to emphasize ie that theeo handicrafts are employing a 
nubntantial number of women and ganarating extra income for them. 
The ljocietal limitation6 on movements of rural women also make 
theeel handicraft production projectta a very good social i.nvestment. 
What ie driving the need for sxports i o  not the deeire to earn 
forei.gn sxchange, but the need to find markots outside Jordan in 
order to keep expanding production to be able to hire more women 
and pay them more money. Therefore, the basis for eupport of 
handj,craft exports is the social good of baing able to employ mere 
low income women. 

The key issues facing the MOP and USAID is whether or not to 
continue the support of these PVO handicraft: activities. The 
evaluation team believes that they should for tho foll.owing 
reasons :: 

- Over 2000 of low-income women have been employed and are 
earning additional income from this activity. T h i ~  was 
part of the principal goal of the PETRA Project. 

- Jordanianhandicrafts have been substantially improved as 
a result of the project and thus a major constraint to 
the devel~pment ..? the handicraft sector ' has been 
removed. This waj part of the purpose of the PETRA 
Project. In addition, these quality handicrafts are 
helping to project a positive image of Jordan - something 
which can help to both incroaae tourism and good will. 

- The institutional infrastructure and management 
sophistication,, is now in place to expand markets and 
production of Jordanian handicrafts. The principal 
support that is now required is funding to support the 
shortfalls in cash flow to develop the export markets for 
the crafts. over the next few years. (For a complete 
financial analysis of the causes of the shortfalle for 
each PVO, please refer to Annex 6.) 

- Jordanian handicrafts, though higher in price than 
handicrafts from some other parts of the world, can be 
competitive if the proper export market niche io puroued. 
Further assistance ie needed to help the PVOu find that 
niche and to adjust production and design to meet their 
competition. 



SV. PRODUCTION AND J?RODUCTION ENIWCEMENT ACTIVITIES 

A* Ba- 

In 1989, the Ministry of Planning assigned the loans from the PETRA 
Committee to the Industrial Developmenst: Bank, the cities and 
Villagee Development Bank and the Agricul+ural Credit ~orpcsratian. 
Of the original loans and grants approved by the PETRA Committee, 
22 loane, 1 equity participation, and 6 grants were turned over to 
the SCIa according to the 02 August 1989 implementation letter. 
The allocation wae roughly along lines that corresponded to the 
client focus af each organization. The SCIs were charged with the 
servicing and collection of the Ex-PETRA Committee (EPC) loans on 
a be&-efforts basis. The repayments on theee loans, after 
deducting 5% for administrative costs, were supposed to be 
deposited into revolving funds which would be re-lent. 

According to information received from the SCIs, collection on the 
EPC Loans has been poor. The reason given by the CVDB and ACC was 
that the loans were Largely uncollectible due to unsatisfactory 
credit quality and impressions on the part of the loan recipients 
that these loans would be treated as grants. The IDB claimed that 
the documentation received from the Committee was inadequate and 
that this created legal impediments to collection. The ACC and 
CVDB disagreed with the IDB on this issue. The MOP also contends 
that there are no legal impediments to collection and have taken 
steps to collect some overdue loans themselves. 

These three institutions, SDB, CVDB, and ACC also received grant 
funds under Sub-Grant agreements to be lent or granted to eligible 
small and medium projects. The analysis  examine^ the 
characteristics and performance of these new loans and grants. 

The SCIs chosen by the Ministry of Planning to take over the PETRA 
loans may have been the only convenient choices available, but as 
can be seen from the table below, the total combined loan portfolio 
of these three institutions in 1990 were less than a quarter of the 
loans of all the SCIs together. Of the bulk of SCI loans, 62.2% 
are held by the Housing Bank. Total loans of licensed banks 
(including commercial banks, investment banks and the Housing Bank) 
were JD 1,863.8 million in 1990. The credits from IDB, CVDB and 
ACC were only 7 . 2 %  of the total. 



'fable 1: Outstanding Loans of Specialized Credit Institutions (in 
Millions of JDeI 

The threa SCIs are very small players relative to the loan market 
as a whole. Even a very suceeesful program with these institutione 
would have limited effect on lending levels in the economy, 
particularly since they operate so differently from commercial 
banks. 

Key iasues relative to the support of the SCIs are: 

- What has been their performance in collecting the Ex- 
Petra Committee Loans? 

.- What has been their performance regarding the ioan funds 
received from PETRA during Phase Two of the PETFtA 
Project? - Have their loan evaluation and approval procedures 
changed from collateral-based lending toward lending 
based on technical viability and cash flow analysis? - What would be the role of SCIs-, if any, in a follow-on 
project to the PETRA Project? 

Established in 1965, the Industrial Development Bank serves the 
industrial sector of Jordan with infrastructure credits. The IDB 
is a development bank, as the name indicates, and funds its assets 
through long-term deposits and refinancing provided by the 
Government of Jordan and through concessional foreign loans from 
Kreditanstalt Fur Wiederaufbau (KFW), the International Development 
Association of the World Bank (IDA), the European Investment Bank 
(EIB), and the Kuwait Fund for Arab Economic Development. 
According to the 1990 Annual Report, the government owns 18.58 of 
the outstanding shares with the remaining 81.5% held by the public. 
All of the foreign borrowings, however, carry a sovereign 



guarantee. 

2. ttoe Loans 

Of the thirteen outstanding loans, which the IDB took over from the 
PETRA committee in 1989, totalling JD 122,000, JD 96,500 is now 
past due. Only one ia performing. IDB has collacted JD 1,891 
which is the only contribution to the revolving fund. 

The IDB claims that some of the loan files had incomplete 
documentation. Borrowere, they contend, have erected defenses to 
repayment baaed upon the alleged illegality of the assignment of 
loans to a third party. The IDB claims that the loansr were 
evidenced by simple promissory notes which the borrowers contend 
are non-nogotiable. The manager of the technical department says 
that hip 'awyers are investigating this defense and are looking for 
ways t~ strengthen IDB'sr position. The evaluation team finds it 
strange that the other two SCIs do not make the same contention 
regarding the loans they received from the committee, but were 
unable to verify the accuracy of the IDB claim. 

3. New P E a  Loans. 

In a sub-grant agreement on February 6, 1990, the IDB took $500,000 
from USAID under the PETRA Project to finance eligible projects 
including venture capital and feasibility studies. PETRA split 
funding 50/50 with the IDB, capping its exposure at JD 100,000 for 
any single loan. The basic idea was to reduce collateral 
requirements for good projects up to the amount of the PETRA 
participation. This means that if a borrower could only put up 
collateral for JD 100,000, he could receive a loan of JD 200,000 if 
the appraisal showed the project had merit. In the event of loss, 
the PETRA portion was to be written off., 

IDB has authorized three term new loans in the amount of JD 320,000 
under the subgrant. 

Table 2: New IDB Loans 

The bank reports no production problems and no repayment delays. 
One loan is still in its grace period. The bank takes 50% of 
interest payments to cover administrative costs. Net reflows are 
to be placed in a separate account for a revolving fund. 



Management claims tho restriction of origin to US eource for 
construction reduced the population of possible borrower6 which has 
resulted in low Lendiny volume. 

The CVDE is a lending institution that serves municipalities such 
as municipal counciln, rural councils and joint service councils 
throughout the eight governorates of the kingdom. The loans are 
mainly for infrastructure development for  street^, water suppliefa, 
and public facilities. Of the 436 loans made in 1990 in the total 
amount of JD 4.7 million, 52 loans in the amount of JD 436,211 or 
9.39 went to "Productive Projectsv8. CVDB is 100% government owned: 
65% by the Jordanian government, 4.49 by the Central Bank, and 
30.5% by Municipalities. CVDB funds its assets through deposits 
from municipalities and villages, grants from the government, 
advances from the Central Bank, and loans from the Social Security 
Corporation and foreign entities. Management is considering the 
possibilities of converting CVDB into development bank which would 
analyze and lend to "projects1' that would be serviced by their 
earnings. 

During the first part of PETRA Project implementation prior to the 
restructuring in August 1989, CVDB held three demand deposit 
accounts for PETRA, one US$ and the other two JD. One'of the JD 
accounts remains open. 

2. - a Committee Lo- Gr- 

The PETRA Committee transferred five loans and six grants to the 
CVDB in August 1989. In.al1, only JD 1,936 plus interest of JD 374 
has been collected on the loans. According to a report to USAID, 
dated March 3, 1992, a balance of JD 36,350 remains uncollected. 
CVDB also claimed that loan documentation was unsatisfactory. At 
the same time, the CVDB's in-house legal counsel believes that the 
transfer of loans to CVDB, as acknowledged by the Ministerial 
letter, made them a legal holder in due course of the obligations. 
Because the MOP also advised borrowers of the transfer, they should 
honor their obligations. At the same time, the CVDB is endeavoring 
to strengthen its recovery position by requesting sight drafts from 
the borro~dera to replace the weaker promissory notes. 

1 

As instructed, the CVDB disbursed the grants of JD :25,207 
outstanding. 

Management provided the team with a sat of individual loan 
agreements and the exchange of letters, and reports between the MOP 
and USAID as well as a copy of a MOP letter to a borrower notifying 



of the transfer to CVDB. 

4. New &.ivities Financed under PU- 

New grant money has gone out to the Young Muolim Women's 
Association (YMWA) from a block of $950,000 which it accepted from 
USAID under a subgrant agreement. According to management, the 
original eubgrant was $500,000 but CVDB opted for the smaller sum 
which had a pre-existing application. The JD equivalent of the 
YHWA expansion - about JD 9G,000 - completed a JD 30,000 initial 
grant. The construction financed by the loan has been completed 
within budget, according to CVDB management, and the YMWA has 
proposed a new project of JD 25,000. About $15,000 of the $150,000 
subgrant still remains after a grant of JD 90,000 to the YMWA for 
the "sheltered workshopw. 

The ACC lends to farmers and fam, projects. Ownership is 100% 
government and ACC is funded by multinational development banks 
(IFAD, KFW, Arab Fund, etc.) and the Central Bank. The lending 
rates of 608% are set below government bond rates (cost of funds). 
ACC has not responded to liberalized policien passed last year that 
allow lending institutions to price credit according to risk. 

Recent bad weather and the disruptions caused by the Gulf Crisis 
will further weaken borrower performance and the ultimate recovery 
of loans. As a consequence, credit quality is thought to be poor 
even though the ACC does not take provisions for loss nor disclose 
its actual loss experience (according to management). ACC deals 
with problem loans by rescheduling repayments. According to an EIB 
report, during the period 1980 to 1990, actual repayments of 
principal and interest ranged from between 36% to 67%. The team 
was told that ACCts concessional funding sources are demanding an 
increase in capital, a move which could be considered a warning 
signal. 

The team visited branch offices in Salt and Shooneh and viewed 
projects financed by PETRA Project funds and discussed credit 
authorities and approval procedures with management. 

The ACC received three, fully disbursed loans from the PETRA 
Committee in 1989. As per the report of 13 March 1992, no change 
has taken place in loan status since the previous report of 31 Oct 
1991. One loan is performing and ACC is seeking recovery on the 
other two. As per that report, of an orig"a1 amount of 
JD 30,800, JD 26,875 was outstanding. Of this, JD 21,000 or 78% 
was "under processing for recovery as in-accordance to ACC laws and 



Small animal 

rogulationa." The performing loan had repaid principal of JD 3,925 
and interest of 301 1,387. 

3 - 
Table 3: New PETRA Loana (ACC) to 31 Dec 1991. 

The amount in JD is the equivalent of $1,936,650 at today's 
exchange rate ($1.00 = JD 0.68). The original subgrant agreement 
capped the content of PETRA funds in each loan at JD 6,000. The 
ACC received a total of $1 million in funds from PETRA funds in 

I - 
- 

three subgranta between 1990 end 1991. I - 
# 

4 . m a 1  Reduction 

Relative tothe collateral reduction intention of the subgrants, no 
change in reduction of collateral can be determined as a result of 
the PETRA Project participation. There is 1.0 evidence, however, 
that ACC violated the terms of the agreement in this respect. 

Because preference is given firat to loans backed by guarantees, it 
is impossible from the credit file documentation to see if loans 
under JD 6,000 which required land as collateral had been made 
aftor a11 loanalbolow JD 6,000 with guarantaoa had firmt boan 
aorvad. The language in the agreement did not say or imply that 
the PETRA funds were to be used as aollataral aubatitutom. If the 
fully collateralized lcans under JD 6,000 which the teain saw in the 
field were residual, then ACC appears to have been abiding by its 
contract. 



E. - / R m e n d & , $ a n ~  .Ro_crar;rdina the SCu 

The agreements between the MOP, USAID and each participating SCI 
upecify quarterly reports by the SCIs and semi-annual meetings 
between the GCIs, the MOP and USAID.. The reports have not bean 
iesued regularly. This is probably due to the low volume of 
activity. The semi-annual meetings to review project status have 
not been held due t.4 a lack of coordination and leadership. These 
reportu and meetinga could have been used to focus on collection 
problems to 1) either press the borrowers for collection or 2) 
write off the old loans. The evaluation team was informed by USAID 
that while these eemi-annual meetings were not held, several 
meetings between the USAID Project Officer and each SCI were held. 
It was suggested that each SC9 issue a sumlnary report as soon as 
possible. 

2. o s i n u u t  the P E W  Proif& Particbation 

The Ministry of Planning would lead the formal closing out of the 
PETRA Project. As IDB and CVDB have only several active and 
performing loans, these will run-off in ducs time. The MOP has sent 
letters to some of the loan recipients in default. This procedure 
could be followed with the rest of those loans. A reasonable time 
should be set for collection of these loans; if they are not 
repaid within that periad, the bad loans should be written off. 
Losses as per the agreement will be shared on an equal basis with 
USAID. 

The IDB has its o m  fund for small budness lending, the Small 
Scale Industries and Handicrafts Fund (SSIH), which provides 
subsidized interest loans to an average of 100 enterprises per 
year. Its experience with that fund has not been particularly 
good. Furthermore, its performance with the PETRA loans 
demonstrates a lack of interest in the type of loan activity 
envisi~ned by the PETRA Project. 

The CVDB is not in the business of making loans and grants to small 
and medium sized borrowers. Its purpose is to transfer funds and 
make loanm to municipalities. Therefore, the CVDB is an 
inappropriate vehicle for SME-type credit programs. 

The ACC lending staff is not trained or experienced in the analysis 
and management of entrepreneurial loans. This is not a criticism 
of ACC, but an evaluation of proper fit. Even under ideal 
circumetances, farmers are subject to natural calamity and bad 
weather, pests and adverse movements in farm gate prices and cost 
of inputs. For these reasons, the staff have expertise in ag 
engineering and agronomy, not in project analysis. Understanding 



the underlying viability of the farm project is raoro important than 
creatively etructurfng an agricultural loan around cashflow 
analysie. This means is that Pending mothods are not likely to 
change quickly in this eector. 

Baaed on theae observations and the analysis provided in the 
introduction to this section regarding the small percentage of 
lending pereormed by the SCIs, it would appear more productive to 
utilize the approach taken by the Loan Guarantee Program and to tzy 
to encourage commercial banks to lend to small bu,sinessee using 
more flexible loan evaluation criteria. A recent AID Report on 
development finance institutions was very critical of institutions 
such as the SCIs. AID experience world-wide has Pound that these 
types of institutions not only distort local financial markets 
through the use of subsidized credit to and-users, but also often 
have difficulties resolving differences between political 
development and financial sustainability goals. 

-BICAII AND ASWT#NCI$ 

F. tional mecutive Service -8 (IESCL 

1. n of Servms Provided 

The IESC is an American PVO which was established in 1964 to 
provide the services of retired business executives 'to assist 
businesses in developing countries on a voluntary basis. 11: 
receives funding from contributors in the US, both corporate anti 
individual, and from AID/Washington and USAID Country Missions,, 
The businesses it assists are requested to pay for a portion of tha 
costs of the volunteer executive, based on their ability to pay. 

H 

IESC began their program in, Jordan in 1983. Over the past eight: 
years they have completed 77 projects. This number would be 
higher, but five were canceled in late 1991 due to the Gulf Crisis,, 
IESC hae an office in-Amman headed by a Country Director (CD), who 
is charged with promoting the program, receiving requests from) 
local businesspersons for services, coordinating the placement of 
the volunteer executive (VE) and all related paperwork, arranlging 
for all the local logistical needs of the VE and spouee, monito:ring 
the work of the VE and client satisfaction, and performing all. 
follow-up functions after the VE has completed his/her work and1 
returne~d home. 1 

At the conclusion of the work of the VE, the client, the VE and that 
CD complete a confidential evaluation form of the work performedl 
and suj.tability of the VE for the work. This is used for country 
program monitoring purposes as well as to identify particularly 
effective VEs so that IESC headquarters may use them again. 

IESC provides four basic cervices to business clients: 



- tho regular VE program which is typically for a period of 
two months, - the "piggybackw program which providae a VE who io tho 
region on another asaignrnent and who can fulfill a need 
in Jordan - the period of this assignment averages about 
three weeks, - the wdiagnosticw program which provides a VE for about 
two weeks to perform a ~hort, diagnoetic evaluation of a 
client's businese, - tho ABLE (American Business Linkage Enterprise) program 
which provides market reoearch out of IESC headquarters 
for the client businese; this service is providsd for a 
very reasonable fee - about $2000 - $3300 - for market 
research which would normally cost considerably more. 

IESC has provided services to both private sector and pub1i.c sector 
buaineaees in Jordan. This evaluation is mainly concerned with the 
services to the private sector which were funded under the PETRA 
Project. The first grant was made in 1987 for $250,000. A second 
grant was made in 1990 for $250,000 and AID/W supplemented thia in 
October :L991 by an additional $207,000 due to a change in AID/W 
procedures. The clients served under the PETRA grants varied in 
size from 4 to 2800 employees. 

IESC has recently requested an additional grant of $1.2 million 
from USAID to cover program costs for three years following the 
close sf the existing grant in February 1993. This amount 
requested is higher than previous grants due to a change is 
AID/Washingtsn's procedures, i.e., AID/Washington has now requested 
that a11 local costs be funded aut of the Country Mission's budget 
and client contributions, rather than the former practice of 
funding some of those costs from a central budget item. 
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2 .  Evaluatim o f  Pmformance u n d w m  Grant 

The evaluation team interviewed the Country Director and reviewed 
IESC's records, including a sample of 11 confidential evaluations 
of YE performance between 1989 and 1990 as well as a case study 
prepared for USAID on the experience of the Shalan Khadra 
(Medicare-Jordan) company with a VE in May 1989. Due to time 
constraints, the team was able to visit only one client of IESC who 
had received the services of two VEs - one regular and one 
piggyback. 

I 

The reports reviewed and client interviewed were overwhelmingly 
positive about IESC's services. Of the 11 cases reviewed (which 
were chosen on a random basis by the team), eight clients were 
satisfied with the work of the VE, one was dissatisfied, and two 
had no client report (although the CD claimed that the client was 
satisfied in those two cases). The case study on the Shalan Khadra 
company was very positive. The client in that case felt that the 
VE had made a significant impact on his business and expressed a 



deaire for further IESC aaoistance. 

Tho client interviawed by the team oxpraened much satisfaction for 
the service prsvidad by the regular VE who worked for two months. 
The eacond VE provided under the piggyback program had proven 
unsatisf actory in mast respecte, although the client felt that Borne 
value had been received from hie visit. It is important to note 
that IESC tried to make amends for the dissatisfaction with the 
second VE by providing a market reaearch atudy free of charge to 
the client. Thie study was reviewed by the toam, along with two 
others performed for other clients and the quality of the studies 
was very good. 

The CD pointed out to the team that the contribution by tho local 
client has increased during his tenure. The fee charged the local 
client seems to be a function of the discretion of the CD rather 
than any particular policy. It has no relationship to the size of 
the company. The CD felt that the companies could afford to gay 
the higher fees and negotiated them accordingly. He stated that he 
would like to be able to offer small businesses the services of a 
VE for nominal fees, should USAIB agree. rhia would permit, in 
effect, a cross-subsidy within the program to benefit smaller 
businesses with less capital. This idea should be explored during 
consideration of the new grant request. 

In conclusion, the team found the IESC program to be a well-run, 
market demand-driven program that is providing valuable' technical 
assistance to private fiector companies in Jordan. It appears to be 
very cost-effective and often results in developing long-term, 
informal linkages between Jordanian businesses and American 
businesspersons. This activity should be incorporated into any 
future USAID private sector development project. 

# 



V. BUSINESS DEVELOPMERT/INVESTMEWT PROMOTION 

Theeo activities grew out of the original. project design, but were 
more fully articulated in the Project Amendment in 1989. The key 
aspects to be supported wers the promotion of Jordanian exporte and 
the provision of husinese advieory ~erviceo to small and 
microenterprises (SMEe) . The eupport of export development 
eventually reeulted in assistance to create the Jordan Trade 
Association and the Amman World Trado Center. A proposal was 
received from AMIDEAST to establish a new inetitution to provide 
buaines~v advisory services to SMEs. The MOP was not satisfied with 
the propoaal and this activity was not developed through AMIDEAST. 
However, the Naar East Foundation (NEP) submitted n proposal to 
train officers in government, parastatals and PVOw to 
provide buoineas support services to SMEs which was accepted. 

Another activity which was supported through PETRA funds was the 
establishment. of the Jordan Venture Projects Company. The purpose 
of this organization was to encourage the formation of joint 
ventures with either domestic or foreign investors. 

The principal issues to be analyzed are: 

- What new business services are being provided as a result 
of PETRA funding? How effective are they? - HaTJe any of the activitie~ in thie area created any new 
investments? - Do the businesa advisory services found in the MIDEAST 
proposal have merit in the Jordanian context? Are the 
services grovided 1 % ~  the Near East Foundation which are 
funded by PETRA a valid approach to business development 
in Jordan? What is the potential for these two 
approaches3 - Are exporters being asnisted by the mechanisms developed 
by the project? 

1. rv and D n s c u o n  of Sacs Provided 

The JTA was the idea of a small number of influential businessmen 
who wanted to esbablish a private business association which would 
assist their members in finding export markets and in organizing 
trade missions. These businessmen received a grant from PETRA 
funds of approximately JD77,OOu to establish the organization (of 
which the last tranche of JD10,OOQ is now due). The JTA was 
established in 1989 with a membership of 12. It has now grown to 
47 members and has a full-time staff of a director and two clerical 
staff. According to its director, the JTA is a non-profit 
organization that is promoting non-traditional exports of products 



made by the private aoctar. Ilo claimod that tho JTA ia tho only 
totally private ooctor, voluntary oxport trado it~oociation in 
Jordan at preaont. A key objoctivo of tho JTA i a  to o e w o  no an 
adviaory group for ito mambora and for oxportern. 

Tho JTA hae an office whlch containe a library with booksr on trade, 
country roporte, and variotre trade-related topicn. In addition, 
the J1."A has accese to on-line databaeee through n modom. It 
provides secretarial and tran~llatisn rrsrv.icee for a fee, both to 
member6 and nonmombere. Its Grade promotion cuctivitiee include 
orgarlizing trade dalogations, promoting joint venturee, contacting 
Chambere of Commerce abroad, and holding seminars. A quarterly 
newsletter ia published and ie widely circulated (2000 copieu 
published laet quartc~) to laomb~re and nonmembers as well to 
encouragu membership. It also publishes a membership profile which 
is ior salo to interested parties. The director believes that the 
JTA has helped members to find importera overseas, but that it is 
hard to measure results since many contacts and business deal8 go 
unreported to the JTA. Last year, the JTA helped to identify 
potential Jordanian producto which have good proapscts far exports 
to the U.S. 

The JTA charges a subscription fee of JD400 and an annual 
membership fees of JD600. The annual budget is approximately 
JD60,OOO of which about half is received from membership fees (wit;h 
the current membership). Some income is generated from oervicss 
provided by the office and from sale of publications. 'The USAID 
grant has covered the shortfall in getting the urganization 
established over the past three years. The director believes that 
the JTA will be able to nurvive on its membership fees in the 
future. 

The director is a Jordanian who has a BSC-in Industrial Management 
from England, a BSC in Harketing from the University of Arizona, 
and a Masters . in International Marragement from Thunderbird 
University in Arizona. He is well-qualified for the job and 
appears to have a good understanding of international trade. 

2. tion of Performance under the Grant and Prwipectg 
fQxamda 

The PETRA Funds to establish the JTA have accomplishsd the purpoee 
for which they were given. The office has a professional 
appearance, the (director seams capable and membership has been 
increasing. The services being provided are appropriate and may be 
having some effect on.increasing Jordanian exports. However, it 
will be difficult to actually determine whether the JTA is in and 
of itself, increasing Jordanian exports. The JTA doe8 not take any 
commission on trade deals, so this cannot be used as a gauge of 
effectiveness. Zt does serve as an advocacy group for private 
sector firms involved in exporting. The JTA plans to open offices 
in other countries A key issue is whether the JTA can survive 



with cornpot:ition from two other groupa - th:e Amman World Trgcile 
Center and tho Jordan ~omrnorcial Cantere Corpc~ration (JCCC) . ThYo 
ia diacueaed moxo fully bolow. Tho evaluation team bolievea that 
tho JTA haai a good! chance to euccead and survivo aa long ae it 
maintain6 iQe eupport from the key cornpaniee whi!:h organizect it. 
Their growtll in monrberohiy to date ehowu promiee for the future. 
The koy i s ~ u e  revolvea around its ability to generate sufficient 
income from its meinbare and from eervicea provided to non-members. 

The Amman World Trade Center is a franchise of the World Trade 
Center (WTC) located in New York. The World Trade Centers are 
locatod in most major citiee around the world and offer their 
members convenient, and prestigious officas and clubs while in othor 
countries and cities. These officee provide various bueineos 
sen*ices to members such ae office space, computer usage, 
secretarial services, conference rooms, exclueive restaurants, etc. 

USAID provided a grant of $63,000 to the Federation of Jordariian 
Chambers of Commerce and Industry (Federation) to establish a World 
Trade Center franchise in Amman. These funds went to pay the 
$50,000 franchise fee aa ther first annual fee of $5,000. The 
remaining $8,000 paid for computers and othor equipment for the 
AWTC office. 

The approval from the WTC headquarters was given in ~pril 1990 and 
a temporary office was set up at the Federation. A director of the 
AWTC was hired in July 1991 and they moved into their offices at 
the Marriott Hotel this month. The WTC requires that the AWTC move 
into a freestanding structure named the AWTC within eight years. 
The AWTC Board of Directors will try to entice local banks to 
become members and to invest in the AWTC building. 

There are currently seven members of the Board, consisting of the 
Federation, JCCC, Amman Chamber of Industry, Industrial Estates 
Corporation, Jordan Technology Group, Housing Bank and the 
Investment Bank. Each wae required to pay JD7,000 to join the 
Board. The Board membership has now been increased to JDl0,OOO and 
they intend to increase Board membership to 15. An annual 
institutional membership is JD250 with a subscription fee of JD150. 
Thie entitles the managing director to the use of the AWTC and WTC 
facilities world-wide. Two additional membership cards can be 
obtained for JD75 each. 

According to the director of the AWTC, they will begin their 
membership drive next month with a large publicity campaign. Their 
goal is to sell. A50 memberships in the first year. The director 
believes that the total market for these memberships in Jordan .is 



abo~it 400. Ha balj.ovoe that tho AWTC will bo oelf-auetaining 
through ita mambernhip Eoua and tho free ]rent it will receive in 
the AWTC building, once it ia csnatructod. 

Trade services provided include librnrios and an on-line, world- 
wide trading facility through a modem. They are just beginning to 
equip their office. 

The purpoee of the PETRA grant was to establish the AWTC. Ae auch, 
the grant purpoaa ha6 been fulfilled. However, it will take 
another year or more to determine if it will be able to survive, 
Its focus is different from the JTA in that the services it 
provides seem to be more related to convenience, statue and 
prestige than to hard export business promotion. Use of WTC 
facilities while abroad seems to be the selling point for 
membership, The diructor said that they are cooperating with the 
JTA and hope that tlae JTA members will join the AWTC. The library 
and database sorvicos would soem to duplicate the services 
currently provided by the JTA. 

3. etition amoncrat t W T A .  AWC and JCCC 

Although the JTA and AWTC are now working together, competition 
could later develop between the two groups. There is no way to 
determine at this stage which group might win that competition. On 
the other hand, the focus of each group is somewhat different. A 
more serious threat to JTA seems to be the JCCC. The JCCC is 
banically a public sector body with private sector representation. 
The Chairman of the 14 member Board of Directors of the JCCC is the 
Minister of Trade and Industry. The mission of the JCCC appears to 
be very srimilar to the. JTA in that its principal focus is export 
promotion. It has comm'erc?al centers in 6 countries - principally 
in other arab countries and the former Soviet Union. DEWTI [USAID 
is funding a technical expert through IESC to assist the JCCC to 
develop its export promotion services.] USAID is not directly 
assisting the JCCC, but ie funding an IESC contract employee who is 
using the JCCC8s offices as a base. His work should expand the 
JCCC8s role and promote exports to countries not bound by bi- 
lateral trade agreements. The JTA and the JCCC cooperate as well, 
but because the JCCC: i s  funded by government, it is open to anyone; 
whereas the JTAq must develop its programs on the basis of a 
members-only approach if it is to be self-sustaining financially. 
The fact that the JCCC is a government controlled institution may 
cause some individuals and companies to prefer membership in the 
JTA. The evaluation team is firm in its belief that private sector 
development is best accomplished through private, voluntary 
organizations. USAID should seek to support those organizations in 
preference to government or parastatal organizations. 



The JVP is a private investment firm established under Jordanian 
law in 1990. It is owned by the IDB, Bank of Jordan, lI3susing Bank, 
Eank of Jordan, the Pension Fund, Union Rank and two private 
oki3reholders. PETRA funds paid in JD 100,000 of IDB8s sharo under 
a Subgrant agreement with XDB in February 1990. Current total 
capitalization is JD 900,00, although not all is paid in. The JVP 
seeka joint venture partners for: 

- Technology licer~.:ing to acquire rights to foreign patents 
products or processes. The JVP is looking for minority 
participation in the range of JD 200,008-300,000. - Final stage preparation of R&D to launch commercially. - Opening Middle East marketing channels for new products sold 
elsewhere in the world with favorable royalty terms. - Other joint venture projects. The general profile would be 
projects to expand technological horizons and diversify 
markets. Eligible ventures would cash siit at 3 times 
investment in 5-7 years. 

During its year and a half of operations, the JVP has appraised a 
number of likely ventures and made contact with US venture capital 
finns and technology companies. The JVP took a JD 50,000 position 
in a contract-growing asparagus project in the Jordan Valley which 
would sell in Europe during off-seasons of other major producers. 
This is the JVP8s sole investment to date. The JVP has a limited 
capability to provide equity financing which rules out large 
industrial projects. The director expreased interest in buying 
distressed Local companies at a discount and turning them around by 
supplying the missing managerial, marketing and technical 
ingredients along with infusions of equity and debt. 

In the brief time the team had to examine the business, they could 
not clearly isolate the key bottlenecks. Possible constraints 
include : 

Country risk - Investors may be unwilling to commit themselves 
to an uncertain political and ecoaomic arena. 

1 

Hesitark markfeting - Financing turntrrounds can be extremely 
profitable in a down market but management did n0.t disclose to 
the team the strategy for acquisition, management and eventual 
liquidation. 

Risk adverse board - Banks are genejrally not in the business 
of venture capital except for capital expansions of valued 
customers. The screening and approval process may be too 



USAID and the MOP should not rejuct the concept of venture capital 
even if the experience has so far beer1 L e o ~  than hopefulo Tho 
notion of turnarounds has practical appeal along with contract 
farming investmenta where the buyer griaranteos the market. In many 
cases, however, shareholding by government and quasi-gover~ment 
entities signals a warning sign to potential investors that 
decision making will be cumbersome. Ventura capital as a vehicle 
for private sector promotion ehould be abandoned if it cannot be 
implemented without government involvement and ovaraight. 

The NEF is an International PVO. It began working in Jordan in 
1956. Its activities over the years have been largely comunity 
development oriented. It received a $500,000 grant in August 1991 
to develop a program to provide support to both public sector 
agencies and PVOs in the promotion of small enterprise development 
and income generation activities. This support takes tho form of 
training to individuals from those agencies and W O s  in the 
following skills: 

- field-based, practice-oriented studies to determine the 
needs of and potential for business development in 
targeted areas; - needs assessment, contingency-based planning and 
implementation strategies of income generating activity 
promotional ventures; - assessment and evaluation of-local intenentions in 
partnerehip with cooperating agencies; and - organizational development and policy studies related to 
income generation activity promotion. 

NEF staff provide this training through both classroom training and 
fieldwork. NEF also has a small enterprise credit program which it 
has funded from other sources. Credit funds have been established 
in two communities in the past few weeks in the amount of JD15,OOO 
each. NEF co-manages the funds with the communities and loans 
range between JD200 and JD700. Loan terms are oet by the 
cormr.:~nities and are given to member6 of the community for various 
projects. This is an adaptstion of a prograr that was set up in 
Egypt 

NEF is also preparing to submit another project proposal to USAID 
for funding which would concentrate on small business development. 
It is not yet fully developed, but would use an approach which 
would first study tho conditions for small business development in 
Jordan and base its intententions upon the findings from that 



reeaarch. 

NEE" is currently working in two rural eseoa with GUVS, in Amman 
with the Urban Dovalopment Department (UDD) and in a pori-urban 
community with a church group near Amman. NEF ataft? train the 
etaf'f of thoea organizatione to promote small business development. 

NEF staff consists of a emall bueinesa development team of eeven 
persons with four administrative and resource persons. Numbers of 
traineerz to date imcl.ude 15 from UDD, 9 from GUVS, 11 from the 
church group near Amman. In addition, NEF had a special training 
aassion near Aqaba for a group of 20 persons who work for the QAF, 
UNICEF and the MOSD. A "participatory rapid apprai~al~~ technique 
on haw to determine the needs of a community was used in the 
training of these groups. 

2 . Evaluation of Performance 

It is really too early to evaluate NEF's perfokmance since it only 
commenced its activities since last August. , Although NEF is a PVO, 
the approach taken is different from the other PVO activities 
aupported by the PETRA Project. This is why its activities are 
funded under the Business Development/Investment Profnotion part of 
the project rathor than the Income Generation part. Rather than 
operating a small business itself, as the other groups are doing in 
the handicrafts field, it is trying to train individuals from st!ler 
local PVOs and government agencies in how to provide technical 
assistance to small businesses in their communities. This 
advantage of this program is that it designed to reach large 
numbers of small and microenterprises through the training of 
others. The main concern of the team is that the NEF seems to be 
employing a modified community development approach and does not 
really convey a clear methodology on ho=they will promote small 
business development. Groups can be employed in delivering 
services to businesses, but care must be taken to assure that 
individual businesspersons are allowed to make business decisions 
based on profitability and not on social or development concerns. 

The NEF is has a good knowledge of current literature on small 
business development. How that will translate into actual program 
results remai *s to be seen. If they submit another proposal for 
funding of small business develapmsnt, USAID should make sure that 
the nrethodology to be used is sufficiently clear and consistent 
with lessons learned elsewhere in small business development, 
particularly relative to the need to employ private sector rather 
than government oriented mechanisms. A means of evaluating the 
success of the services to small businesses is critical to 
determining the feasibility of the NEF approach. 

F. a Business Advi.a~rv Services Prgsram 

Although this proposal was not accepted by the GOJ, the evaluation 



toam wae asked to review the proposal and comment on its meritm. 
Tho primary concern of the GOJ wan with the experience of the laad 
party in the proposal in amall bueiness development. It ie felt 
that the technical propo~al might be valid even though there waa 
concern with the institutions implementing the proposed activities. 

The evaluation team hae tho following comment6 on the proposal: 

The overall design of the program is good and consistent with 
current thinking in amall and microenterprise development. 
There ia concern with using a 6 month IBpilot phaseM approach. 
Either the idea is a good one or not. Since this is basically 
an institution-building exercise, it is doubtful that there 
would be sufficient results within the first 6 months to 
ascertain if the project is succeeding. 
The attempt to link the Small Enterprise Development 
Organization (SEDO) with large busineooea is good. This would 
help to forge linkages between large and small businesses and 
also help to increase the chances for financial viability. 
The content and methodology of the training and technical 
assistance proposed is good. It emphasizes the need for 
"clusteringM of businesses to reduce training costs. 
The suggestion of providing free courses during the first six 
months causes some concern. Business training should be 
perceived as valuable enough by the recipients to be worth 
paying for. The actual costs of the training need not be 
recovered, but some fees should be charged to validate the 
importance of the training. 
The need to concentrate on urban areas is consistent with 
successful programs elsewhere. Although there may be a need 
for development in rural areas, they usually lack the 
infrastructure and markets to be able to successfully develop 
small businesses. Working in ruralareas also works against 
financial sustainability of the program as well, since rural 
outreach programs end up being a drain on resources. It is 
better to work in urban areas first and get a program up and 
running before ' forcing it to address the financial and 
logistical difficulties of rural outreach. 
Gearing services toward existing businesses also ties in with 
the need to develop a good functioning program first before 
working with the more difficult cases, i. e., start-up 
businesses 
The projected fees from the course to be offered appears 
somewhat optimistic. 
Although MIDEAST may have limited experience with these types 
of programs, Technoserve has been engaged in this business for 
many years now, particularly with community-based enterprises, 

Please note the team's comments in Chapters VI and VIII in regard 
to possible support of this type of activity in the future. 



It is difficult to generalize on the activities of these 
organizations since the focus of each one is different from the 
next. A11 in all, most of the efforts of the PETRA Project in this 
area are just now beginning to get started. It is too early to 
determine the long-term viability of the organizations or their 
activities. These activitie~a are clearly needed in Jordan, 
however, and the key will be to find the proper institutional 
arrangements to make them work. It is esr~ential that private 
sector institutions with a business orientation be leading the 
drive toward the development of support services for the private 
sector. To sum up, the activities of the YET= Project in this 
area have, achieved as much as was anticipated when the grants were 
given. The establishment and growth of now inetitutions is always 
one of the most difficult areas in development. Viewed in that 
light, the project has probably succeeded as much as was possible, 
given the relative low level of funding fox these efforts. 



VI. CROSS-CUTTING ISSUES 

A.  a IJ . d_ zartion of Prjvate Sector vs.  Publ.d,c Scrct~r J & ~ i ; i t u t j . n a  
fs imlcmant Private 9@ctox DBY@-& 

One of the principal lossona learned by developmont institutiono 
and governments of developing countrias over tho past ton ysare ia 
the need to utilize private sector inlstitutions as the laad 
institutions in developing the private sector. Jordan hae been 
moving in this direction over the past s i x  years, as was 
exemplified in the five year plan 0% 1986-1990 and in the a number 
of its projects and policy reforms carried out in participation 
with both the World Bank and USAID. Mevertheleso, tho GOJ atill 
often continues to play a major rolo in the structure and 
operations of various institutions which are aupposed to be private 
sector-run. For example, membership in the Chambers of Trade and 
Commerce and the Chamber of Industry is required by law for a11 
businesses registered in Jordan. Another example is the Jordan 
Commercial Centers Corporation. The Board of Directors is headed 
by the Minister of Trade and Industry and has representation from 
both government agencies concerned with exports as well as 
representation from the Chamber of Trade and Commerce and the 
Chambm of Industry and other private sector members. The team was 
infornc%d that there were debates in Parliament recently over the 
composition of the Board of the JCCC and that a decision was made 
to maintain a greater number of private sector representatives over 
public sector representatives. This is a positive development. 

On the other hand, one meets former ministers working for various 
private and public sector institutions on a regular basis. 
Jordan's system of government encourages movement back and forth 
between the private sactor and government service. This can be 
beneficial in some ways, but detrimental in others. Undoubtedly, 
this derives from a past. history of limited management talent at 
the top. But Jordan has changed into a-modern society over the 
past twenty years and it may have to change its way of promoting 
the private sector in ;the future. The numbers of well-educated, 
young Jordanians who have worked for businesses in the West or the 
Gulf and who are now living in Jordan are testimony to the changea 
in society which Jordan is experiencing. The team was impressed by 
the young management and business talent exhibited by various young 
Jordanians we met during, our visit here. Older Jordanian managers 
and government officials also made this observation. This is the 
most likely group to push for changes in the way business is done 
and to broaden the opportunities for business creation in Jordan. 
Ways should be sought to tap their talents and to utilize new 
approaches to business development which this group can champion. 

A key element to recognize is that only the private sector can 
represent private sector interests effectively. The only way by 
which government policies grid ~rivate sector ways of doba bu-esa 
can change is through the advocacy of change by interested parties. 
The only means by which this has occurred in other countries has 
been through business associations which are private gnd v01- 
and represent the interests of their members. The voluntary aspect 
is crucial since it allows individuals to decide on membership 



l 2 a B . o d - U d  -trr QL!~VZAE!W~,PD. 
When wambei-.ship i a  mandatory, the asaoci.at.i.csn has a 1.imitcd 
interest in p1:oviding servicee. Recent positive devalopmcntc in 
Jordan, which USAID has supported, includo tho  formation of the 
Jordan Trade Association and the Amman World Trada Center. More 
efforts are required to bring the opportunitien provided by 
associations down to the level of emall, less capitalized 
bueinessee as well. This is a current gap in association 
development in the private sector and should be addressed. 

USAID has been a leader in developing programs around the world for 
small business development that provide effective services and 
which strive toward self-sustainability. Two particular areas in 
which Pessons have been learned are In the delivery of credit to 
small and microenterpriaes and in the structure of and delivery of 
small business training. . 
In addition, USAID has learned that assistance to small and 
microenterprises must be tied to an approach that addresses the 
private sector as a whole and which makes linkages between large 
and small businesses. Unless backward and forward linkages are 
developed, small businesses will continue to operate on the 
periphery of the economy, providing services or products only to 
the end-users at a retail level. , A n  effective small business 
development strategy borrows from Western and Oriental models which 
emphasize the integration of small businesses into the mainstream 
of economic life through subcontracting arrangements with larger 
producers to provide components which are cheaper for the small 
businesses to make. When commonality of interests are recognized 
by parties at both the upper and lower end of the spectrum, the 
possibilities for cooperation and financial and technical 
assistance from larger businesses to small businesses increase. 
These linkages must ultimately rest on the economic benefit of both 
types of business to work together rather than on a charitable 
approach. 

C. Small Business Pxoiects VB. S_uPa_o_xt for Small Busin- 
D_e_v_e.l_oPment Projects 

It is important to point out that the activities of the three major 
PVOs (SC, NHF and QAF) which are supported by USAID are projects 
where the PVOs themselves are engaged in a small business. The 
JDTC does assist qprivate entrepreneurs in the development of their 
handicraft businesses, but most of its work is assisting small PVBs 
to establish and run small businesses. This ,is considerably 
different from mainstream small business development projects. 
Most programs elsewhere try to develop programs which assist small, 
private businesses to expand operations and grow. This is an 
important distinction which has consequences for overall small 
business development in Jordaq. If the Jordanian economy is to 
grow, it must spawn and develop large numbers of small businesses. 
This is not to take any credit away from the PVOs actually 
operating handicraft businesses in Jordan. They are doing a 



remarkable jo l~  and we note their auccoaa in other parts of thFa 
r~po~rt. IIowcvar, USAID and the MOP would 430 well to look cloeohy 
at o1:hor typee of small busineoe aupport programs auch a6 thooe :i.n 
spercation at tho Naar East Foundation and the one proposed by 
AMIDEAS'P/'rechnooorve to provide an a:htornative, and more 
mainetroam, approach to the type of projsct currently supportlad 
unde:c the PVO Encomo Goneration element of the PETRA Project. 

This is an iosue which ie woven through mogllt development  project:^, 
but often takes on a special moaning when kbusineso development is 
the goal of a project. It is particularly n thorny problem when 
PVOs are involved, oince it is perceived tlhat their uocial gorals 
could limit their ability to make hard, bueineae deciei~ne. 
Howarver, this need not alwayrr be the caoo. More and more PVOs i r l  
the development field are running their small business developm~ent 
programs on a business-like basis. Their fact that their c1ient:ele 
is genera1.ly the poor, makes cost recovery harder to achieve and 
oftcen impossible. Nevertheless, many programs around the world 
havie achieved a remarkable degree of cost rtscovery. 

The key issue to keep is mind is not whether these programs achieve 
complete cost-recovery, but whether they can achieve aielf- 
susitainability utilizing long-term sources of support in addition 
to revenues generated through the business pl-ograms. Many programs 
exist in developed countries which are sublsidizecl because !It is 
recognized that benefits can accrue to socliety through programs 
which are not fully cost-recoverable. The sources of long-term 
support for cash f l ~ w  shortfalls must Ibe identified and a 
determination made as to the likelihood and reliability of those 
sources of funding. International PVOs ancl foundations are one 
solurce of funding. Governments are another. Finally, local 
charitable organi,zations can also serve in this capacity. 

# 

The social welfare activities of a PVO-run small business project 
as they affect profitability are no more worrisome than pension 
plans, health care, human resource development programs and social 
security deductior~s that tax workers and corporations in the OECD. 
PVOs may accurately ju~tify social welfare activities on busineso 
grounds au investments in the training, development and well-being 
of the work farce. Human renource development investment shows up 
in the quality of the product, goodwill of the project, 
expandability of workforce, and reliability of delivery - all 
valuable intangible assets. Daycare facilities or allowances and 
maternity leave have become a recent benefit for female workero in 
many buoiness in the United Statem. Those are good oxampleu o f  a 
cost of business which recognizes the value of female participation 
in the workforce. 



VIT. OVERALL CONCLUSIONS 

Ta reiterate, the g g u  of the PETRA Projoct waa "to aasiot the 
Jordanian private sector to be tho driving force bohind incroaeed 
income, export and employment growth.I1 Tho u o l ~ c t :  o b w t i v e g  were 
"to alleviate policy, industry-wide and firm apecific conetrainto 
to increasing overall productivity and effectivenest3 ofthe private 
sector. 

This project wae composed of a myriad of activities, including 
support for the project daaigne of a number of other private sector 
projects. Since the evaluation team concentrated on three elements 
of the project aftor the major revieion'in 3.989, it did not 
ovaluate the effectiveness of these other projecta deeignod with 
PETRA fund9 or tho studies eonductad under the project. Therefore, 
it is dif f fcult to ~0ixp19t@lv assess overall . project succeos in 
achieving project goals and objectives. It seems fair to say, 
however, that the project goal and objectives were very ambitious., 
Thus, it would have bean very difficult to achieve complete succc,-.: 
in reaching these objectives even undcr the best of circumstanceu. 

It is the opinion of the evaluaticn team that this project did 
succeed in placing the issue of private sector development loon the 
tablee1 and in creating an on-going dialogsue with the government on 
how to accomplish economic development using private sector 
initiatives. This dialogue does not appear to have necessarily 
changed many minds. The Project Amendment in 1989 apparently 
recognized the problems inherent in the process and dropped policy 
dialogue as a discrete activity. It stated that llmost policy 
dialogue support work under PETRA will be tied to the new design 
initiatives. q1 

It is clear that the project had a painful beginning which night 
have been avoided had the design of the initial interventions anla 
the implementing mechanism been more -carefully analyzed and 
developed. But it is also true that USAID and the MOP recognizeld 
that the project was not achieving its aims and took effective 
action to resolve the problems of the first two years. This was 
reflected in the Project Amendment in 1989. The material successers 
that have been achieved by the PETRA Project have largely been 
accomplished over the past three years and have been more directly 
focused on assisting specific institutions to develop their 
business support activities. 

By and large, the most successful of the various interventions is 
the support given to the W O  Income Generation element of the 
project - particularly to Save the Children, the Noor El Hussein 
~oundation and the Queen Alia Fund. The General union of Voluntary 
Societies activities have had a broader focus and have been more in 
the nature of community development activities for rural areas. 
However, many of the projects supported by the G W S  grant appear to 
have also increased income for beneficiaries. It is estimated that 
over 2000 individuals, mostly women, have received additional 
employment and income as a result sf activities in this sector 
funded by PETRA. In addition, the handicraft industry in Jordan 
has received a tremendous boost from the project. The quality and 



t h e  doaigna of Jordanian hondicrafte are much bottur than thoy wars 
whan the project Pmgan. Mote importantly, tho projact ~lucceoclad in 
building tho Fnotitutlonal j.nfraatructuro to be ablo to produce and 
markot Jordanian handicrafts on a much larger acalo. Thie includea 
tho axpanaion of tho domaatic markot for handicrafte and the 
opening of an export markot. Continued uupport will be naaded to 
davokop that axport markat, but the chance for itn auccesa remaine 
high. 

Regarding tho activity sf the Specialized Credit Inetitutione, the 
t.eam has found no noticeable changes in tha way those institutione 
have evaluated and approved the loans made ueing PETW funds 
compared to their normal. loan proceduree. There does not appear to 
have been any movement toward the uee of technical viability and 
cash flow analyeio in evaluating loan applications. The SCIs have 
continued to rely largely upon collateral requirements. This is 
not to say that the loans have not belen he?.pful in assisting in 
private sector development. The ACC loans, in particular, hnvo 
gone toward many apparently worth-while projects. However, the 
PETRA funds have not achieved their aim of changing the way these 
institutions do business. 

The IESC activities and the suppolrt given to the various 
organizations to support buoiness deve~lopment appear to have been 
relatively successful, forthe most part. The technical assistance 
provided by IESC volunteers has, by and large, been highly valued 
by the private business recipients and has helped numerous 
businesses solve technical and managtement problemo. The Jordan 
Trade Association and the Amman World Trade Center are now 
established and are moving towards providing the services that they 
were supposed to provide. The Near East Foundation has recently 
commenced ite program to train reprejsentativos of both PVOs and 
government agencies to provide Elupport to small business 
dovelopment. Their methodology appears to be sound, but it is too 
early to evaluate the effectiveness of the these efforts. On the 
other hand, the Jordan Venture Projects Company has not yet put 
together one joint venture. Its on1.y investment after one and a 
half years of operation is totally funded internally. 

To sum up, the PETRA project partially achieved its goal of 
enhancing the prospects for private sector development in Jordan. 
It has tiad limited, but oignificant, success in alleviating firm 
specific constraints to increasing overall productivity and 
effectiveness. This has been demonstrated in the growth of the 
handicraft production sec!tor and in the establishment of on-going 
orge~izations totsupport private sector development. 



VIII . I\ECOHMENDA'J.'ON FOR A FOLLOW-ON J'f ,'.# I ECT 

The olraluation toam augganta that tho focus of the follow-on 
project to PETM be limitod to addrunoing the conotrain~~ of nmall 
busineee developmant in particular whilo devuloping the 
inetitllltional infrastructure (through busineea oasociati.ons) far 
export growth and linkages batweon large and rsmall buainesees. Tho 
projacet could nleo slervo as a source of funds for now private) 
eector initi.utivec, as the PETPA Project was. However, care must 
be taken to concentrato project focus on two or threo specific 
objectives which will addrase the key problems of small buuineoa 
growth and export growth. Support of business aanociationb uhauld 
be concontratad on aseietlng these two growth poles. 

The activities ahould build on the euccoesee of the PETRA Project 
and should continue support to PVO income generating activities, 
particularly relative to handicraft exports. Funding to the 
International Executive Service Corps is al.so recommended baaod 
upon its past performance of assisting in the growth af private 
sector industries. If feas-ible, special efforts could be made by 
the IESC to support small business development. In addition, the 
Mission should continue support to the Jordan Trade Association as 
Bong a15 it remains viab1.e. The Amman World Trade Center appears to 
be devlelsping well and should also be supported. Efforts should be 
made to try to promote the establishment of a small business trade 
association as well. Suppsrt in the eetablishment of a private 
sector institution which can provide small bueinresa~ advisory 
services and training should also be given. It may be feasible to 
combine these within a small business association framework. These 
activities would fill an existing gap in the institutional 
framework for private sector development- at the lower end. The 
potential for subcont.racting arrangements between larger and smaJ.1 
firms should be studied and, if feasible, activities to encourage 
t!?ese should be supported. 

The follow-on project to PETRA should also be tied in with existing 
Mission programs which are directed toward small business 
development and export growth. This include the Loan Guarantee 
Project which was designed to encourage banks to lend to small 
businesses using technical feasibility and cash flow analysis 
rather than collateral for loan approvals. Should a small business 
association and/or an institution to provide business advisory 
services be established, they could aasist in the promotion of the 
LGP amongst small businesses. The feasibility of this approach 
could be analyzed during the upcoming evaluation of the UP. The 
evaluation team did not have the time to look at the details of 
other specific projects which support private sector development. 
However, some of them might also have some complementarity with the 
focus of a follow-on project to PETRA and, where feasible, support 
might be given to small business and export development. 



In many wnyo, thlo i c  ' moot difficult part of projact doelgn. 
Tho gaps in aomicou :doc1 for tho targatod bwnoficinriors of 
projocta are gonarally Lpparont: but tho dociaion on which ia tho 
propor inotitutlon to provide thoua narvicoa almout al.woyu lcrade to 
controvaroy. 

The team was unsrb1.e to identify a spocific ox.latlng inatitutdon 
which could provide the sorvicee to emall bu,ainessau envisioned in 
section B above. The propoual by AM1:DEAST/Technooarve wae found to 
ba lacking by tho MOP, a1l:hough it has soma go;,d ideae .  The Near 
East Foundation might be a~ poseible home for thar. activity, but it 
would be better to wait to see Row they hand1.o their current 
activities before making that decision. Tho critoria for 
evaluat-ing them should be based on impact of tho training on the 
enterprise6 being sarvod by the persons the NEF is training. The 
bias of the evaluation Loam is toward the establishment of a new 
inatitutisn, since tho ex.iating institutions either focus on a 
higher level of buaineae aervices or are govornmont-run. Ayain, it 
might be possible to coinbine these activities with a buainass 
association for small businessers. In some countries, the emall 
business association is tied to a larger asaociation suck as the 
Chamber of Commerce and Industry. This has advantages En providing 
for linkages between smal.1 and large businesses as well as helping 
to garner financial support of small buoineas initiatives from 
larger businesses. It can also be negat-ive if the attitude of the 
larger businessea is condescending. Another alternative worth 
exploring is the applicability of the Small Business Development 
Center approach which has proven quite successful in oZher 
countries. These are usually tied in with a university which gives 
them access to both young talented people as well as to the 
business and other technical faculties of the university. Another 
advantage of this approach is that SBDCa don't have the tendency to 
imbue business programs .with social goals as most PVOs do- The 
feasibility of either of these approaches would require further 
study, 

In terms of USAID management concerns, the PETRA Project has been 
management intensive with the USAID Project Officer and the HOP 
approving all individual grants. Unfortunately, no existing 
institution comes to mind which could either perform those 
functions or which would be viewed as objective in making the 
determinations as to who receives the grants. This issue should be 
explored further either during the preparation of tho Projact 
Identification Document or the Project Paper for the follow-on 
project. 







ANNEX 1 

'SCOPE OF WORK , 

1. Activity to bc EvaluatmJ: The Privato E n t o r p r i ~ e  Technical 
Resources A ~ e i o t a n c e  (PETl lA)  Project - 278-0277 - was authorized on 
September 30, 1986 for $10.000.000. The funding was increased to 
SLl.000.000 on August 19, 1989 and an additional $L.000,000 on 
September 19, 1991. The p r ~ j e c e  aseioeance completion date 
recently was bxtonded by the AA/ENK to September 30, 1994. 

1 1 .  Purpose of the Evaluation: T h e  PETHA Project wae first 
evaluated i.n early 1989. That evaluation produced a ~ e r i o 6  oC 
rocommendatisn~ to roatcucture the Pcoject. The restructuring w a o  
executed between February and September 1 9 8 9 .  The Project has now 
been functioning in its new format far two years. It is now time 
t:, deeernrine if the nr.?~ format is achieving tho p?Ixpose of: the 
Project and w h a t ,  i f  any, impact the Project has had. In addition, 
a Collow-on project i s  being considered f o r  FY 1992. The results 
of this evaluation will be instrumental in designing the structure 
o f  the new activity. 

111. Backqround: The PETKA project was approved to alieviate 
industry-wide and firm specific policy constraints to increasing 
overall productivity and effectiveness of the private sector. An 
sdministcative unit. called the PETHA Secretariat, was created to 
implement the Project under the super*tision of the PETHA Committee 
- a ministerial level group including three ministries and three 
banks. The secretariat awacded small loans and/or grants to local 
PVOs, businesses and entrepreneurs and was responsible for 
monieoring the use and repayment of funds. 

During the fitst two years the ddministrative structure proved to 
be weak. It was inadequate to cope with the Cull rangal of 
activities which resulted £rota implementation oC the project and 
had no firm institutional bafie. 

During 1989. the Ministry sf  Planning (MOP) and the Mission 
developed a new 'structure whereby all existing loans and grants 
(except grants to the four majoe PVOs) were turned over to three 
intermediate credi t institutions for administration: The 
Agricultural Credit Corporation (ACC) for agricultural related 
activities, the Industcial Development nank (IVB) for industrial 
activities. and the Cities and Villages Develzyrnent Bank (CVDB) for 
all others. AID took over administration of a series of gtants to 
Save the Children. the Noor A1 tlussein Founda:ion (NHY), and the 
General Union oC Voluntary societies (GUVS). and the planned grant 
to the Queen Alia F'und ( O A F ) .  All other project activities were to 
be decided upon and admi.i,~isteeed jointly by A : 3  and the MOP'. 



The current C ~ C U C ~ U C B  has navan categocioo of geojoct act.ivitioe: 

1. P a e c t :  Deniqn and Support: which pcovidoe up to $1.1 million 
Lor rho doeign of new private ~ o c t o r  activitieo. To date four t~avs 
been completeclond two othoro are in procoos. -- 
2. Project Manaqernsnt: provided $480,000 for tha opecation and 
cloning o f  the Secrotatiat. Thie component ia completed. 

3. Eva luation/Audit : $175,000 hag boen programmed tor thie area. 
of which $7,000 has been used to evaluate the GUVS grant. 

4. ~roduction 6 Production Enhancement: this component provides 
$2.1 million to (a) the IUB and ACC to develop and/or expand small 
enterprises while encouraging policy change concerning the amount 
of colZatecal required for small productive loans, (b) 6 u p p o ~ t  
ongoing secretariat activities administered by the CVDB, and (c) 
pro~ida IESC volunteee technical assistance to intereeted private 
sector producers. 

5. Dusiness ~evelopment/~nvestment/Ptomotion: this component 
 provide^ $1.4 million to assist exporters through the Jordan Trade 
Association (JTA) and the Amman affiliata of the World Trade Center 
(AW'I'C) and dcvelop ?,wo complementary small business advisory 
aecvices (one for the  private sector and one to train public sector 
and PI7O business promoters via the Near East Foundation). 

6. PVO/lncome  ene era ti on ~ctivities: U p  to $3.2 million is set 
aside Lot PVOs to support the development of income generatiny 
activities; (a) GUVS provides gtant to local membet PVOs and 
community organizations Eoc income genegating activities, (b) Save 
the children developed the Bani Hanida Women'6 Rug weaving project 
which currently employs over 600 rural women, (c) the QAP is 
expanding a ceramics production facility to train disadvantaged 
young people with an. artistic aptitude and to create additional 
jobs ,  and (d) NHY has created a Center Cot the design, macketing, 
provision of technical assietance. and coordination of handicraft 
production in Jordan. Other assistance for income-generating 
activities is planned with Jord n River ~ e e i g n s  (a ~alestinian 
refugee cottage industry of Sa f e the Children), the Royal society 
for the Conservation of Natute, the Hslyland Institute for the 
Deaf, and the De'velopment and Employment Fund. 

7. General Uses: $2.4 million was set aside for subprojects 
appcoved by the Secretariat prior to the administrative 
te~rganization of the Project. This component is nearly completed. 



IV. Statement a4 Work. 

1. ~andicraftlGnall S c a l s  Income Cenorating 'and Marketing 
Specialiot: 

Ths PETHA project providee support for the development of small 
ecale income ganecating activitiee (prhmatily ~ o r d a n i a n  
handicrafts). The primary Zocue is through the Jordan Dosign and 
Trade Center. but oome producers have been acaiated directly, 
including Save tho children and the Queen Alia Fund. 

The Specialist will conduct the following: 

In the United States: 
Prior to departing the US the Specialist will meet with Clare 
Smith. ~oee; ~ s w i 6 ,  and other relevant staff of Aid to Artisans 
( A ~ A * )  in Stamford, Connecticut, to discuss A t A ' 6  activitiee to 
develop markets in the US for Jordanian handicrafts. 

In ~ o r d a n :  
- review the s 

Center (JUTC 
tructure and operations of the Jordan Design 6 Trade 
1 ,  the Queen Alia ceramics production.facility, and 

the Save the Children handicraft pcsduction activities, 
- review the assistance provided to handicraft p~oduct?r6 by the 

J DTC . 
- review production development activities oe the JDTC, - review the market development program of the JDTC and Save the 

Children (Bani Hamida and Jordan River Designs) in Jordan and 
internationally, and those relevant activities of Aid to Artisans 
in the US. - review other small scale income generating activities supported 
by the PUTHA Project, 

- review project files at USAID. 
- meet with project related personnel a c  USA11) and the Ministry of 

Planninq. 

In assessing the handicraft development activities of the PUTHA 
Project, the Specialist will address the following questions: 

- ovecrll effactivenese of PETRA assistance to small scale income 
generating e terprises? D 

-. 

- has the curr nt grant method of providing support been 
I effective? If not, vhy not? 

- ate there othep methods of support which could be used more 
effectively? 

- ace there majot groups of potential beneficiaries who are not 
being reached? - should support for such activities be continued? 

- 1s the objective of the JDTC correct and beneficial to Jordan and 
Jordanians? Uoes it need to be reoriented? expanded? focused? 

- Is the structure and organization of JDTC compatible with its 
objective? - Do contracted producers know what they need in technical 
assistance? Are they getting it  in their opinion? in 3,DTC's 
opinion? in your opinion? What can be done to improve the 
provision of TA? 



- Ace contracted d i o t r i b u t o c ~  getting what thoy nosd- TA? producto? 
other? tlow can diotcibution be improved? 

- Deecribe the celationohipe betwoen: JDTC and producere, JDTC and 
di~tributor6. producers and diotributoro, pcoduceco and 
pcoducers. di6lttibutors and diotributorc. Make coco~nmandations 
to improve -thooo relationshipo. 

- Is the US marketing program producing reoulta (i.e.. lncreaoed 
sales)? Make recommendatione for the impcovewent of this prsgcam. 

- Are p r a d u c e c ~  being directed towards the correct markets? 
- Some producers have chosen to handle their own Local marketing. 

Is this effective? If oo, how can it be improved? 
- Baaed o n  the pricing and marketing structure. can the JDTC become 

financially self-sustaining? In what period of time? Maka 
recommendation6 to achieve this goal. 

- Discuss the cost/benefit of theae activities. 
2. Small Business Development/Financial Policy Specialist; 

The PETRA Project initially provided loan6 and grants to 
entrepreneurs to scact up small businesses. Theseloans/grants 
were Later transferred to thrce banks to administer. More recently 
PETHA has granted funds to two of the same three banks (ACC and I - - 
l u ~ )  to help foster smal'l business development. A peimary target I = 
of this program is to encourage banking policy change to reduce - 
collatecal requirements. sometimes up to 300% G Z  the loan value, by 
better assessing the potential of prospective borrowe'rs to succeed. 

The Specialist will conduct the following: 

A. Concerning the old loan/grant pcogcam: 

- rcview the agreements between AID and- MOP and the IDB, CVDB, and 
RCC , 

- meet with the relevant staCf at each bank and the MOP, and 
- review old PETRA Secretariat loan and gcant files to respond to 

the Lol.lcving questions. 

- What is the status of the original loans/grants? 
- Have the banks carried out their responsibilities as defined by 

the agreements. concerning these loans/grants? 
- Have A.I.D. and the MOP properly carried out their oversight and 

implementation dutios? 
- Have the benericiaries carried out their responsibilities? 
- Make recommendations to close out this pcogram. 
U. Concerning the collateral reduction program with 1DB and ACC: 

- review the subgcant agreements between MOP and each bank, 
- review the current loan portfolio of each bank under the prcgram. 
- meet with the relevant bank and MOP staCI, 
- meet with the three 1DU borrowers, 
- select a representative sample ot the nearly 100 ACC borrowers 

under the pcogram and' visit' those Carme. 



- What i.e the etatuo of the loan porformancoe to dato? - A r e  the intendod benoticieriee participating? Why? Why not? 
- Ace tho loans baing uoed as anticipated in the eubgrant 

agceementa? - Uid the banks conduct effective anel.yao6 of the propooed 
activities -prior to making tho loane? - lo there any indication of policy change at the banks concerning 
their collateral requirements? 16 the policy change beneficial 
for both parties? Make roc~mrnendations to strengthen the program. - Ace the loans baing repaid? 

- Are the parties fuliilling thair reporting and monitoring 
eequirernent~? How can this be improved7 

- Should assistance of this nature be continued? through whom? how? 
C .  Concerning other income genrroting activities sponsored by the 
Project: 

- The specialist will work with the other members of the team to 
aenees the financial structure and operations of the other income 
generating activities sponsored by the PETRA Project, including 
J'I.'DC, handicraft gcoduction, GUVS, the Young Muslim Women's 
Association (YMWA), and the export development associations. 

- Are these o~ganizations financially viable? in the short term? in 
the  long term? - Make rscommendaeions, in coordination with the other televant 
team member(6). to improve the financial operations and viability 
ot these organizations. 

3. Small Business Development ~pecialist/Evaluation specialist/ 
Team Leader: - 
A primary focus of the PETHA Project has been the development and 
growth of micro and small businesses. The Project has provided a 
grant to: NEY to train Jordanian businass promotees/ trainers to 
bettet teach the business skil.1~ needed to run a productive 
enterprise: IESC to provide volunteers to work directly with 
Jordanian producecs; AWTC and JTA to encourage Jordanian exports; 
GUVS to support community level activities which cteate jobs and 
income throughout the Kingdom: and PVOa which are developing 
income generating activities (primarily handicrafts). 

The Specialist bill cor'duct the Collowing: 

A. As the Small Business Development Specialist: 
- 

- review the NEF and 'the Small Business Advisory Service (SEAS - a 
proposal complementary to the NEY, but not yet approved by the 
COJ ) proposals and agreements, - review the IESC, JTC, and AWTC proposals and activities. - meet with the relevant staff of each organization and of MOP, 

- select a repeesentative sample of the IESC assisted activities 
and visit those companies. 



- Although tho NEP activity iu now and the SHAG progcau hae not y a t  
atartod. aeeeoe the potential foe the two. individually or 
eoqathor. to promote bueinooc dovoloprnont. It pcoblomu aha 
doroeaen, make cocommondationo to prevent thorn. 

- Mae the aoei~tanco provided by lESC been caeponoive to the 
requect of the baneficiary companies? to their noede? Ha6 the 
aocistance been timoly? Have the volunteer6 been effective? Why 
or why not? 

- Wae the Project developed rnechani~ms ( e . g . ,  JTA. AWTC, JDTC.) to 
aeoiet oxportere effectively? I f  not. why not? Make 
recommendationo to improve export sector support through these 
otganizations or by othec mean6 within the scope of the Project. 

- Asoess the busineeo side (i.e.. non-technical ope~ationo) of Rani 
Hamida. Jocdan ~ i v o r  Desiynri, Jetas?\ Womenoa Benevolent Society, 
Queen ~ l i a  ceramica production. and the JDTC. How have these 
operations been improved? Aro they or can they become 
self-sustaining? If so. when? I f  not. make recomwendation~ to 
achieve self-sustainability. Assess management and staff 
training, as well. 

8. As the Ev~Puation Specialist: 

- The Specialist is responsible for producing the final approved 
Evaluation Wopor t (see Reporting ~equirements. below). He/she is 
also responsible for leading tho team debriefing for the ~ i s s i d n  
and the MOP prior to the departure sf the team from Jordan, f o r  ! 

incorporating comments into the final draft, and for producing 
and distributing the final raport. He/she must alao complete the 
abstract and narrative sections of the AID Evaluation Summary 
form. 

- He/she is responsible for the final evaluation product and, by 
putting the specific reports together to develop the overall 
analysis of the Project. The following project-wide topics must 
be addressed: 

- has the project achieved its goals and objectives? 
- what was not done which was originally anticipated? 
- .are there other implementation modells/modes which could have 

improved perf ormance? 
- make recommendations on what a future urnbeella project likg 

PETRA should include and how it should function. 
- what is thh proper role oC the successor project given the 

current level oL activity in the USAID private sector 
portfolio. 

- has the Project had unanticipated effects? 
- what is the level of participation by women in the etoject 

and the impact on them? 

C. As the Team Leader: 

- The Specialist will give direction and coordination to the 
evaluation team and is' responsible to ensure that each meinber 
completes his/her part in a timely manner. 

- He/she will be the liaicon between the term and the A 1 0  Project- 
Otficet responsible for the PETHA ~ r o j e e t  and the  evaluation. 

- I l ~ ! s k 2  rc~ipo~:iiblc € O K  a r r a n q i ? r ;  r,he lo gist;?^ fc: rho 
. C S . J , i ; : :  1 I . i 1 1 r i  t > ~ t s r t * i l ; p .  



V. Methodu and Procndureg. The evaluation will bs conducted by 
reviawina tho relovarrt docurnontation of tho PE'I'HH Projuct.. 
Including the Project Paper, tho Project Crant Agroetnonl and 
Amendmente, the Project Implamontetion tottern, tho individual 
eubqeant and loan ageeetnents, and communicationn relevant to the 
Project. Znd.ividual activity file6 from the PETMA Soceotariat and 
the current program must alao be reviewed: 

The majot part of the, evaluat.ion will be conducted through 
interviews with pcoject implementing organizations, including the 
MOP. AID, and the intarmodiary banks (ACC, IDB, CVDB), t h o ~ e  
individuals and organizations receiving loans and/ar grants, and 
the final beneficiariee. Aa suggested in the scope of work, tho 
evaluators will select representative samples at beneficiaries with 
whom to meet and discuss the ~ r o j e o t .  

Some out-of-Amman site visits will be required to aetlected 
beneficiaries of the Ac:': subgrant, of some PETHA 
Secretariat-approved aceivities, and of some handicraft activities. 

In a d d i ~ i o n .  prior to coming to Jordan the Hdndicraft ~ a r k e t i n g  
Specialist will meet with Clare Smith and. iI possible, Docey Lewis 
of Aid to Artisans (AtA) in Stamford, CT to aseess the value and 
success of the assistance provided by AtA in developing markets for 
Jocdanian handictafts in the US. 

& total of 6 calendar weeks are allotted to complete the final 
draft evaluation report: the ~ a n d i c r a f t s  expert will spend 4 days 
in the US reviewing documents on handicraft marketing activities 
and meeting with Aid to Artisans; once in Amman the full team will 
have 3 weeks to establish logistics, review documentation. meet the 
main players, and conduct interviews and site visits, and 1 week to 
complete the draft report. The team leader will remain a n  
additional 10 days to receive mission comments o n  the reDort and 
complete the fin;? draft. The team will be expected to Gork 6 day 
weeks - Saturday through Thucsday. 

The contractor will be required to provide full logistical support 
f o r  the team, including transpoctat\on. lodgings, office space, 
secretarial support and materials. 

Vl. EaLuation'Team Composition: The team will be composed of 
three Americans (and one Jordanian to be contracted separately to 
provide interpretation, logisticale and local technical support to 
the team) to be contracted atter approval by A.I.D. and the MOP. 
The following specialities are required: 

1. Team Leader/Small Business Management Specialist/Evaluation 
Specialist: 

This individual must have not less than 5-10 years demonstrable 
experience in small business development and the development of 
income-generating activities. A suitable business degree, 
preferably MBA. is required. In addition, the person must have - 

1'> 
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The h a n d i c r a f t  u p o c i a l f e t  w i l l  a l e o  be reogonGlbla t o  t h o  toom 
l e a d e r  and  w i l l  v o r k  c l o e e l y  w i t h  t h e  o t h e r  rnomboro of the toam t o  
d s v s l o p  a n  a c c u r a t e  aaeeooment of the s t a t e  of Chu h a n d i c r a f t  
i n d u s t r y  be ing  d o v e l o p e d  i n  Jordan. 

T h i s  p o ~ i t i o n - . w i l l  r e q u i r e  I d a y e  in tile U S  f o r  i r n t a r r v i ~ ~ w n ,  4 day6  
f o r  i n t a t n a t i o n a l  t r a v e l ,  2 1  dayo  f o r  t h e  e v a l u a t i o n  i n  J o r d a n :  
and 5 dclyc w r i t i n g :  f o r  a t o t a l  o f  3 4  c a l e n d a r  day8  o r  3 0  work 
 day^. 

V l l .  m o r t i n q  Requ i r emen t s :  The ieam w i l l  b e  r e q u i r e d  t o  s u b m i t  
a d r a f t  e v a l u a t i o n  r e p o r t  t o  t h e  c h i e f  o f  tha PEPD ~ i v i o i o n  o f  t h e  
Mionion and t o  t h e  MOP n o t  lees t h a n  1 d a y  p r i o r  t o  d e p a e t u r e  o f  
t h e  teain, minus  t h e  toam l e a d e r ,  f rom J o r d a n .  l n i t i a l  comments 
w i l l  be p r o v i d e d  t o  t h e  team l o a d e r  n o t  l e s 6  t h a n  5 w o r k i n g  days 
Later. A f i n a l  d r a f t  r e p o r t  w i l l  be s u b m i t t e d  t o  USAlD and t h e  MOP 
n o t  less t h a n  1 day p r i o r  t o  t h e  d e p a r t u r e  of t h s  team l e a d e r .  
Y i n a l  comments by t h e  M i s s i o n  and the MOP w i l l  be f a x e d  t o  t h e  team 
l e a d e r  u i c h i n  2 weeks t o  f i n a l i z e  t h e  e v a l u a t i o n  r e p o s t ,  w h i c h  w i l l  
b c  s e n t  by DIlL t o  the  Chief ol: +.he PEPD ~ i v i s i o n .  . T h e  c o n t r a c t o c  
w i l l  s e n d  1 5  c o p i e s  oC t h e  F i n a l  E v a l u a t i o n  Hopor t  t o  t h o  
@hleE/PEPD by APO w i t h i n  15  d a y s  o f  t h e  a p p r o v a l  of  t h e  f i n a l  
r e p o c  t ,, 

A.l.D.'s r e q u i r e d  f o r m a t  f o e  e v a l u a t i o n  reports  is as  ' f o l l o w s :  

- E x e c u t i v e  Summary 
- P r o j e c t  l d e n t i f  i c a t i o n  Da ta  S h e e t  
- T a b l e  of  C o n t e n t s  
- Body of t h e  R e p o r t  
- Append ixes .  e 

The E x e c u t i v e  Summary s t a t e s  t h e  d e v e l o p m e n t  o b  j e c t ~ v e s  o f  t h e  
a c t i v i t y  e v a l u a t e d :  p u r p o s e  o f  t h e  e v a l u a t i o n :  s t u d y  method:  
f i n d i n g s ,  c o n c l u s i o n s ,  and cecommendat ions ;  and  l e s o o n s  l e a t n e d  
a b o u t  t h e  d e s i g n  a n d  i m p l e m e n t a t i o n  of  t h e  PETHA P r o j e c t .  

The B ~ d y  o f  thw Repoc t  s h o u l d  i n c l u d e  d i e c u s o f o n  o f  (1) t h e  p u r p o s e  
and s t u d y  q u e s p o n s  o f  t h e  e v a l u a t i o n :  ( 2 )  the economic ,  
p o l i t i c a l . ,  a n d , a o c i a l  c o n t e x t  of  t h e  p r o j e c t ;  ( 3 )  team c o m p o s i t i o n  
and s t u d y  me thods  ( o n e  page maximum); ( I )  e v i d e n c e / f i n d i n g s  o f  t h e  
s t u d y  cor tcecning '  t h e  e v a l u a t i o n  q u e s t i o n s ;  ( 5 )  c o n c b u s i o n s  drawn 
f rom t h e  f i n d i n g s ,  s t a t e d  i n  s u c c i n c t  l a n g u a g e ;  and  ( 6 )  
cacommendat ions  b a s e d  on  t h e  s t u d y  f i n d i n g s  and c a n e l u s i o n e ,  s t a t e d  
ao a c t i o r l s  t o  be  t a k e n  t o  improve  p r o j e c t  p e ~ f e r m a n c o .  The body o f  
t h e  r e p o r t  mus t  n o t  exceed  4 0  p a g e s ;  more d e t a i l e d  discussions of 
m e t h o d o l o g i c a l  o r  t e c h n i c a l  i s s u e s  s h o u l d  be p l a c e d  i n  a p p e n d i x e s .  

A p p e n d i x t ~  s h o u l d  i n c l u d e  a  copy  oC t h e  e v a l u a t i o n  s c o p e  o f  work.  a  
1 ist o f  documen t s  c o n s u l t e d ,  and  i n d i v i d u a l s  and  u g e n c i a s  
c o n t a c t e d .  A d d i t i o n a l  a p p e n d i x e s  may i n c l u d e  a b r i e f  discussion of  
s t u d y  me1:hodology and  t e c h n i c a ' l  t o p i c s  a s  n e c e s s a r y .  





ANNEX 2 

WORKPLAN 

PETRA EVALUATION T E N  

In accor:dance with thc wiaheo of the Govcrnmcnt of Jordan and 
the USAID/Jordan Miosion, the toam will. concontrato on tho pcriocl 
of tima aftor tho mid-course revision of the projac:t in 1989. Tha 
team will, however, alao roviaw the original projoct design 
doc~lmenta, a. g. , tho Project Paper, as well ars the mid-term 
evaluation performed in 19B0 and subeequent project amendment, and 
comment on the factors which led up to the mid--couroe revision. 
This will help t.a put the project within context and will help to 
explain how the original design of the project was corrected to 
make it better fit the exi~ting business  condition^ in Jordan and 
to benefit from the  lesson^ learned during the first two years of 
the project. 

Seven project activities were identif l.ed in the Project 
Amendment which detailed the mid-course project revision; these 
included a) project design and development, b) project management, 
c) evaluation/audit, d) general uses, e) PVO income generation 
activities, f) business development/investment promotion, and g) 
production and production enhancement. This evaluation will focus 
on the last three project activities 1 . ;  , " .  '('8. above. 

The team has been instructed to concii, !:he cvaluation with an 
eye toward the design of a fallow-on projec-c. Therefore, the team 
will concentrate on lessons learned durhg ?.he PETRa Project and 
examine the successes and weaknesses of the project. In its 
discussions with the various parties in the project, the team will 
attempt to perform the evaluation in a consultative manner, in 
order that the institutions being evaluated might be aware of the 
findings of the team and comment on them during the course of the 
evaluation. The team shall strive to make this evaluation a 
constructive exercise in helping to improve the performance of the 
institutions evaluated. F~lrthermore, the team shall point out 
potential new avenues and approaches to small enterprise 
development which might be explored by the GOJ and U S A I D  during the 
project design phase of the follow-on project. 

In order to assure that the team is obtaining a complete 
understanding of the project, the team header will consult with the 
U S A I D  project officer and the MOP A I D  Liaison officer on a regular 
basis (daily, if possible) to assure that all sources of 
information are being exhausted and approlpsiate con,tacts >re  being 
made within the time allowed for the evaluation. 



A nrlmbur of 1r)cal J.nutitutionr1 hilva bcrun fundud nndur thJu 
pro-jcrct . It J Irnpoxtclnt to tloto that tho tourn wj11 uctl act n 
roproaontativo oompl a of A natJ tilt l ono to 1 ntarvl ow whi oh havo 
rscaivud granto undur tho projoct, 'J't~lu will ba dona dllo to timo 
conetrainte and uinco uomo orqaniziktionu rucalvod only @mall 
grento. Tho following inatitutlonu roproaont u prcsl.l.minary List of 
contacts to bo interviewad by the toam. Othar fndivldunPe und 
Lnotitutione to bo contacted will bo Jdantifiod during tho couroo 
of tho toomPu int~miawa. Those all1 include qovarnmont officiollr; 
who have had closo contact with tha projact or who have information 
on athsr pragrama oirailar to thoeo fundod undar t h i e  project. 

Agricultural Credit Corporation (ACC) 
Industrial Development Bank (IDB) 
Citiae and Villngoe Dovelopmont Bank (CVDD) 
General Union of Voluntary Servicos (GUVS) 
Save Tho Children Foundation (STCF) - Bani. tIamida Weaving Project 
- Jordan River Design Project 
Noor A l  Hussein Fcundation (NHF) - Jordan Design and Trade Center (JDTC) 
Queen Alia Jordan Social Welfare Fund (QAF) 
Near East Foundation (NEF) 
International Executive Service Corps (IESC) 
Federation of Jordanian Chambers of Comosce - Amman World Trade Center 
Jordan Trade Association 
Jordan Venture Projects Company 
Development Employment Fund 

The team is composed of three Americans and one Jordanian. 
The Scope of Work sets-forth various and specific issuea for which 
each team member will be responsible; to accomplish their tasks, 
the team members will divide their responsibilitiee along the 
following general lines: 

The l&m Leades/SmaL & will be 
responsible for 

1 - the direction and supervision of the team, - coordination amongst the various institutions involvodto 
accomplish the evaluation, and - completion of the team's draft and final report. 

Substantively, he will focus on 

... institutional development and project management issues, 



- achiuvomont of ovorall, pro-joct p~?,rpoaoa, and 
- potential now emall buainonu f;lovo.Loprnent initiativoa. 

The F ' w M  Policv Cjn-&t will ba rouponafblo for 

- analyois of the activitiee of the intermadiary credit 
inatitutiane from the point of viow of tho uffoctivoneoo 
of the credit oupportod by tho projact, aspociaPly in 
respect to movement of the institutions from a heavy 
emphasis upon collateralized lending toward greator 
reliance upon technical feasibility, cash flow analyaia 
and aacondary collatsral aa a baaiw for lending, - analysis of tho financial structtlro and long-term 
euatainability of the various PVOs supported by the 
project, and - review of credit programa undertaken by PVOs with 
suggoated modifications to improve those programs. 

The W d k c r a f t ~  S v e c i u  will focus upon 

- review and analysis of the production and marketing 
aspects a4 the institutions receiving assistance and 
funds under the project to promote handicraft production, - the effectiveness ar.d potential for complimentarity among 
t.he various programs in the handicraft sector and to the 
relationship between supply and demand for the 
handicrafts, - an assessment of' the viability of the enterprises with 
recommendations regarding ways to .improve production, 
technical assistance and marketing of the products, and - an in-depth examination of alternative marketing 
strategies for handicrafts. 

# 

The -0 Seaox Busimm Dev-t A- shall 

- provide advice to the team on the general environment for 
small business development in Jordan, with special 
attention to cultural, political and economic factore 
which impact upon business development in Jordan, - assist the team in logistical arrangemente and in 
arranging for meetings and field trips to various project 
sites, and - serve as a sounding board for findings of the team and 
provida guidance on the potential receptivity of 
Jordanian small businesses and institutions toward 
suggested new business development approaches. 

As a result of the time lost due to the snow storm and 
suggestions of the USAID Project Officer and the Department of 



International Cospurutian in thu Mirllatry of Pl.annirrg, the tuam hnu 
ntructur,xid i t a  work to minimiza unnucouoary trirvnl,  msetingla and 
Ln~l;c~rvlatrsi w i t h  beneficiariurr. T'ha approach to bs t a k e n  wil.1. 
j.nvc,l.ve tho choico of u. uamp.l.a of tha variouu inatitntions, 
individr~ola and bonmficinxies involvud in or rocaiving iloa3.utunca 
from tho project. For exampla, 

- Key institutlone which havo roasived funde undor tho project 
w i l l  be contacted. Thio meane that inotitutions raceiving 
relatively umal,l grants will not be interviewed. - Vieite to the eitea of tho projects employing the greatest 
number of pornons or having particularly succeusful 
mathodologise will be schodulecl and smaller projects with less 
oucceee will not be visited. - Intomiowe of individual berlsficiariea of project loans or 
technical assistance or training will be limited to thoso 
conducted during visit6 to sites of the projects described 
above. 

The team will meet with the USAID Project Officer and the MOP 
AID Liaison Officer early on to discuss appropriate indicators of 
the achievement af project purposes to agree on the indicators to 
be used and tho means and feasibility of obtaining data on those 
indicators. These will be based on the indicators set forth in the 
project design documents and in the scope of work for the 
evaluation. 

- The team leader met with h i D  representatives in Washington - 
namely, Don Hastera, Jordan Desk Officer, and James Dempsey, 
former Project Officer for PETRA, to discuss the history of 
the project and irasues to address during the evaluation, such 
as the leesons learned about small business development ih 
Jordan and the success of the institutionu utilized during the 
project. - The team lsader', financial specialist and handicrafts 
specialist had a team meeting in Washington with the Project 
Manager from Louie Berger, Inc. to determine strategy on 
approaching the evaluation and the how the PETRA Project fits 
within the Jordanian context. - The handicrafts specialist met with Aid to Artisans in their 
home office and also visited a trade fair in New York to meet 
with Michael Foster and two representatives of Save the 
Children in Jordan to discuss their crafts products and 
various marketing aspects. 



- Unfortunately, the enow atom during tho Firet waok after tho 
toamps arrival in Jordan proventad them from conducting any 
inte~viewrs durfnq that timo. Although tho toanr loader met 
with the USATU Projoct Officer on the day after hie arrival, 
the enow ntoxin prevented tho firet full toam briefing with 
senior management of USAID from occurring until Thursday, 
February 27. The team will have to work doubly hard to make 
up the lout timo during the first week in order to finish the 
evaluation on schedule. 

- In apita of the anowetonn, the team accomplished the following 
during tho first week in country: 

- team leader meeting wit.h the U S A I D  Project Officer, - team meeting with USAIR senior management, - review of project documents, 
- meatfng with represantatives of TESC, and - team discussion of key issues to be resolvad and division 

sf responsibilities. 

V _ 0 4 ! 4 2 9  - UTG&V. Max. 5 

- Meetingls with the  ini is try of Planning and USAID for guidance 
and direction on the evaluation, - Approval of the team workplan by the MOP and WSAID. - Complete logistical arrangements for team, - Preparation of informal questionnaires to guide team members 
in their data collection and analysis, - Initial terrm ineetings with the sampling of institutions to be 
evaluated, - Review of additional documents and materials received fromthe 
various institutions, the HOP and USAID, and - Identification of key issues to be investigated andlor 
resolved during the evaluation - including indicators of 
project effectiveness, data required to verify those 
indicators, and the means and feasibility of data collection. 

of Satur_dav._Mnr. 7 - Thl-. md2 
1 - Further in-depth interviews with representatives of the 

institutions to be evaluated as well as other individuals who 
have relevant information on the project or who have been 
involved with the project over the years, - Visits to various project sites to view their operations and 
interview a sampling of beneficiaries of project activities, - Initial analysis of the effectiveness of the programs and 
sustainability of the institutions supported by the project, 



- Discunnion of initial Pindinge with the inutitutiono being 
evaluated, ... Agreement on tho outlino o f  tho evaluatian raport and 
comrnancement of tho preparation of tho draft evaluation 
report, and - Midcourue meotingo with the HOP and USAID eanior officials on 
team progress and initial findings. 

- Completion of the relevant eections of the draft report by the 
Handicrafts Specialiet, .- Departuro of the Handicrafts Specialist on March 1.6, - Determination of any further information needed to complete 
the analysis for the evaluation and collection of same, and - Preparation of the draft evaluation report. 

-ofr* 21 - av. m. 26 

- Completion and submission of the draft evaluation report, 
.- Debriefing of the team with the MOP and USAID on the draft 

evaluation report, and - Departure of the Team Leader and Financial Spacialist on March 
25. 

ril 6 - nt o f  co-ts bv U GOJ and USAID czn the d r a a  
ort bv the Team L e a d e r a t o h  

il 24 - ~t of F-1 R~port b v u  and UGAL.D_,. 

Submitted by Stephen C. Silcox, Team Leader 5 March 1992 





ANNEX 3 

BCHEDUEE AND LIBT OF CONTACTB/HEETLNBB/BIELD VIBIF8 

PETRA EVALUATION TBAH 

SCS = Steve S i l cox  
CWR = Cary Raditz 
CCR Carol ina Ramsay 
SAC Samir C a r m i  

- Meetings with Don Mastere, USAID/Jordan Deek Of f i ce r ,  and 
James Dempsey, former USAID/Jordan PETRA P r o j e c t  o f f i c e r  - SCS 

- Team meeting i n  Washington, DC - SCS, CWR, CCR & Barbara 
P h i l l i p s  05 LBT/DEG 

Th_ultadav. Februarv 12 

- Meeting with C l a r e  B r e t t  Smith & Maurie Harrington - Aid t o  
A r t i s a n s  - CCR 

- Meetings a t  N e w  York Trade F a i r  with Michael Fos ter ,  former 
USAID/Jordan PETRA P r o j e c t  Of f i ce r ,  and with Hana Rihani and 
Nuha Mansour, JDTC, and with Docey L e w i s ,  Consultant - CCR 

- P e t e r  Delp, P ro jec t  O f f i c e r  - USAID - SCS 

- Richard Spear & Spencer King - IESC - SCS, CWR 

Wednesdav. Februarv 2 6  
1 - N o  Meetings - Snowstorm 

- USAID senior management b r i e f i n g  - SCS, CWR, CCR, SAC 



- No Moetinge - Day Off 

- Ma8an Naour - Senior AID Liai~on Officer, Ministry of Planning 
(MOP) - SCS, CWR, CCR, SAC - David 08Connor, Fitna Kalaji, Rula Kumai - Nosr Al-Hueeein 
Foundation (NHF) , Jordan Design and Trade Conter (JWC) - SCS, 
CWR, CCR, SAC - Rebecca Salti, Hana Mitri Shahin - Save the Children 
Foundation (SCF) - SCS, CWR, CCR, SAC 

- ,Ma8an Naour, MOP - SAC - Abdallah A1 Khatib, General Union of Voluntary Socd.otieo 
(GWS) - SCS, CWR, CCR, SAC - Peter Delp, USAID - SCS 

g Salah Rifaee,Tayser Wahbeh - Industrial Development Bank (IDB) - SCS, CWR, SAC - Zuhair Kalifeh, Ahmed El RifaJ., Kamal Orani - Cities and 
Villages Development Bank - SCS CWR, SAC 

g Salem Ghawi - Queen Alia Jordan Social Welfare Fund (QAF) - 
SCS, CWR, CCR, SAC - David O'Connor, Fitna Kalaji - JDTC - CCR - Field Visit to Al-Nuzha Project of JDTC - CCR 

g Bin Tareef yansur, Reem Quran - Agricultural Credit 
Corporation (ACC) - SCS, CWR, SAC - Curtis Rhodes -. Near East Foundation (NEF) - SCS, CWR, SAC - Khalid kl-Naif - USAID - SCS, CWR, SAC 

g Field Visit to 31-Hussaniyeh Project C Al-Hashimeya Project of 
JDTC - CCR 

W-say. Narch 4 
1 

g Field Visit to Jordan River Designs Project Sites & Bani 
Hamida Project Sites of SCF - SCS, CWR, CCR, SAC 

- Abdul Illah Abu Ayash - Development Employment Fund (DEF) - 
SCS, CWR, SAC - Rajai Mouasher - Business Bank - SCS, CWR, SAC 



- Fiold Viatt to GUVS Income i an oration ~rojocto - CCR - Fisld Vinit to QAF ~aramicu Projoct - CCR - Mana Shahin, Snmir Dancaa, Kamal Abdol Fattah - 8CF - CWR, CCR - Michael Foetor, Patar Uelp - USAID - SCS, SAC, CWR 

- Taghrid T u b b e h  - CCR 

- Field Visit to JDTC Projecte in Jerash Area - SCS, CWR, CCR, 
SAC 

- Follow-up Visits to IDB, CVDB & AX! - CWR - Mohammed Asfour - Federation of Jordan Chambers of Commerce - 
SCS, SAC - Sami Sunna - ESCWA - SCS, SAC - Follow-up Visit to JDTC - CCR - Her Royal Highness Princeas Basma - QAF - SCS, CCR t Michael 
Foster - Ma'an Nsour - MOP - SCS & Peter Delp 

- Mohammed Horani - Central Bank of Jordan - SCS, CWR, SAC & 
Peter Delp - Ghada Habash - SCF Bani Hamida Project - CCR - Ziad Ifram - Joint Venture Projects Co. - SCS, CWR, SAC - QAF Ceramics Project - CCR 

Field Visits to ACC Projects in Salt and Shooneh - SCS, CWR, 
SAC - Follow-up Visit to JDTC - CCR 

Samir Baeeso, Kamal Abdel Fattah - SCF - CWR - Her Excellency Mrs. Inearn Mufti, David O'Connor, Waal A1 Assad - NHF - SCS, CCR, SAC - Peter Delp & Bob Hanson - USAID - SCS, CkR, SAC 
Richard Spear - IESC - SCS 

Khaled A1 Naif - USAID - CWR - Midcourse meeting with USAID senior management - SCS, CWR, 
CCR, SAC 



- nichool  ~ o u t o s  - USAID - scs,  cwn, SAC 

- No Msetinga - Day O f f  

- Ghada Habnsh, Holona Sayegh - SC - SCS,  SAC 
- Rebecca S a l t i  - SC - SCS 
- Curt Rk~odes - NEF - CWH, SAC 

- Ma8an Nsour - MOP - SCS 
- Baaeam Saket - Jordan Cement Co. - SCS, SAC 
- Richard Spear - IESC - 3CS 
- P e t e r  Delp - USAID - SCS 

- David OfConnor, P i tna  K a l a j i  - NHF - SCS, CWR, SAC 
- Ziad Fasiz ,  Safwan Toukan, Yousef Batshon, Nabil Suweis, Tom 

Ol iver ,  P e t e r  Delp - SCS, CWR, CCR, SAC - M r .  Qattoum - G W S  - SCS, CWR, SAC - C u r t  Rhodes - NEF - SCS - P e t e r  Delp - USAID - SCS 

- Monther Khammash, Maha F a r r a j  Otaqui - QAF - SCS, SAC - Samir Baseso, Kamal Abdel Fa t tah ,  Hana Shahin, Ghada Habaeh, 
Rebecca S a l t i  - SC - CWR - Mohamed A l  Khatib, Khaldoun Hayary - IDB/SSIH - SCS, SAC ,. - H a l i m  Abu-Rahmeh - Jordan Trade Asloociation - SCS, SAC - Richard Spear - IESC - SCS 

o Nayef S t e t i e h  - Jordan Conur~ercial C s n t e r s  Corporation - SCS 

- Hana Shahin, K ~ m a l  Abdel Fa t tah ,  Rebecca S a l t i  - SC - SCS 
o Yuewi Zaru - Loan Guarantee Program - SCS, CWR, SAC - Ousama Ghannoum - Amman World Trade Center - SCS, SAC - David O"connor, F i tna  K i l a j i  - NHF - SCS 

- Monther Khammash, - CWR, SAC - Gkada Habash, Hana Shahin, Samir Baseso, KamaP Abdel Fa t t ah  - 
SC - CWR, SAC 



d 

2 . f Y  &~h.-2-2 

- Write draft roport 

rn Much 23 

- Submit d r a f t  xaport to U S A I D  

- Dobriefing with U S A I D  and discussion of  draf t  report 

!!v- 
- Steve Silcox and Cary Raditz depart Jordan 
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ANNEX !J 

The f inane i n 1  qoa1.o o, Privnto Voluntary ~rganizationo (PVOa) ar a 
to gonarato ~ocial wolfara bonofits and to aeeuro tho continuing 
viability of thoir projscta. PVO income gonerating projacta ara 
dseignad to craato uaurcoa of cneh, by moana of wagoe, for low- 
income individualu who would otharwiaa not have emyPayment 
opportunities. 
Doer to the broader objectives of PVOe, financial perfomarace is 
measured differently than for-profit huainosaos. Analyoie sf PVO 
sustainability foc~ieeo on their ability to deliver aa many borlafita 
to a l:argeted group with aa little external (donor) funding as 
possible. While both private sector and PVO projects seek to 
operate aa effl.ciently as possible, the analysis of a PVO project 
evaluates social impact in addition to the ~tnndard businose issues 
of opelratisnal efficiencies and marketing. Alternatively, a for- 
profit firm focuses principally on wealth created for the firm, or 
profit--maximization. 

Each of the various handicraft projects funded under PETRA are 
somewhat different in style, management, and objectives. 
Nonetheless, one may focus the analysis in three standard areas: 
1) income generating potential, 2) industry and market development, 
and 3) delivery of social welfare benefits. Each PVO project has 
all of these aspects though, perhaps, in different proportions and 
emphasis;. - 
Due to the typically low levels of capitalization and sacial 
objectives, the PVO handicraft projects behave economically and 
financially as new business ventures - in some cases despite many 
years in operation. These projects seek their market niches to 
optimize growth opportunities and expand social benefits. 

The cash flow model on which the financial analysis centers (with 
hoth hietoxicas and projected figures), identifies each key 
business activity: 1) buying raw materials, 2) using labor, 3) 
spending cash for operating expenses, 4) spending or receiving 
cash for changes in net working assets (inventory, receivables and 
accounts payable) and 5) spending cash for new program/product 
deveLopmlent and/or capital expenditures (buying more equipment or 
apace) to expand the size of the business. The model permits one 
to aee i : F  any cash is left to be saved for future needs after each 



of thoee atop hau boon takun. 

At each one of thone pointu in the ceah flow, tho project may apond 
sufficient mancoy to cauou tho pro'goct to run out of caah. Tha cash 
flaw analyule, baaed on historical data and projecting future 
yoars, identifiou whwre tho coeta of the procaao of' making goods 
and/or providing services wxcoods revenua. 

While accounting practices vary within each of the projects, the 
evaluation team has attompted to standardize the historical 
financial information ars much arr posal.ble. Discuuaione with 
management emphu~vizad the benefit to be gained frofi analyzing 
historical pariomance insofar as it allowe for usofuP expectations 
of financial nuada and sirleu capabilities. The manaqementteama of 
tho varioue pro-jecto were enthueJ.aatic about their ability to 
bettor manage operations on a day-to-day baeie based on thje type 
of analytical technique. 

The cash flow format used throughout the canes follows the one 
below. The right column gives brief descriptions of each line 
entry: 

TOTAE BALER: Total cash earned from salsa. 

COST O? <KM)DB BOLD: Total cost of all materials, energy, 
labor, etc. That go d:trectly into the 
making of items sold. 

DEPRECIATION EXPENBEt Assets used by the projects have a stated 
useful life. Each year a portion of the 
cost of the asset is exh:snmed against 
revenue. Since this io not a real use of 
cash, it is added back to the caah flou. 

3 P R R A T I l a  #XPIYnL: those expenses incurred in the course of 
ordinary activities of the project - 
S.e., selling, general and administrative 
expenses. 

E m 8  ZROM QPERATIONS 
(#PO) : Cash left after making and selling a 

product. This is the first I1cash pointw 
to see if all costs exceed, equal or are 

I less than cash from sales. 

em-war or (ma  W O R X I N ~  
ABIBBT8) mar Cash is used to buy more inventory (raw 

materials), carr. receivables (sales for 
which cash coPlections have not been 
realized), payables, etc. These changes 
in net working assets (nwa) uses or 
receives cash. These are short-term 



orlaota - inventory, rocai.vablaa nncl 
pnyabloe, which rolata diroctly to 
production and cnloa.  

G#BH ZRQM QPERATIONB 
(ClPO) o Caah J a f t  aftor eubtrnctl .ng t h o  u s e  or 

adding t h e  rocsipt of caah from changes 
in u-m (NWA) , depending on 
whether the project acquired more  asset.:^ 
or reduced them. Thia figure ehows 
whother HWA8s have grown fastor than 
funda from operations will cover. 

3JON-RBCURRIN(1 EXPENBEB: Assets acquired or costs incurred which 
are not a part of the costs of gsodo sold 
as operating expensen - usually 
equipment, space, etc. to expand overall 
production capacity. 

IrXNANCIN6 REQUIREMENTB: If non-recurring expenses are greater 
than ~ m h  from (CFO) this will 
indicate the amount of cash aavings the 
project will use or how much cash from 
other sources irs needed. If c u ~ h  from 
operations is sufficient to pay for nan- 
recurring expenses, no additional 
financing requirements would be required. 

If donor sources have provided funding, 
they are entered here. If no funding 
source is available, then any needed cash 
would have to be covered by cash savings 
(accumulation). 

CASH APTER IrINANCt: The amount of cash left after gash from 
m i o n a  (CFO) less cash used for any 
non-recurring oxpenses plus any donor 
funding . 

CA8H ACCWNULATION: The amount of cash left on an accumulated 
basis - year to year - i.e., savings. 

Additional Comments on the Cash Flow Model - 
FUNDS FROH OPERATIONS - This is the first opportunity to look at 
the overall cash producing capacity of the project. One could 
break this down into the components of sales and costs of goods or 
sales and operating expenses - which is a valid techr,ique to 
identify where the process is efficient or not. But this is also 
the first opportunity to view the complete process. Is the project 
genefating positive cash flow? Does the project sell the product, 



pay for raw matariale, pay for labor, rent apace, piny for oaloo and 
genoral aperationo oupport and still havo caah loft ovor? 

CASH FROM OPERATIONS - This ie an important check-point. If the 
volume of prod~lction rumain~d tho oame ovor time, running a 
bueine~o would ba much uimplor. Itowev~r, succeesful bueinoee 
operationu tend to grow. Ttle growtlh of! a firm or project 
necessarily entaile the growth af (short-term) assets to eupport 
bigger pr~duction output - i.e., to produce more, n project tendo 
to increase the eize of accounts receivable due to increasing 
aalee, increase inventory in expectation of larger output and, 
hopefully, increase accounts payable to off-eat the other caeh 
uses. If the growth of theus assets (wl:l,i;n generally uses larger 
amounts of cash) is not carefully uonitored, thay can exceed the 
increase in cash from actual salee and, consequently, from funds 
from operations. If this occure, the fim/project may lose 
liquidity and run out of canh. This is an area to scrutinize when 
analyzing any project. 

CASH AFTER FINANCE - Once d project is running soundly in its basic 
operations and producl.ng a steady poeitive cash from operations, it 
may wish to expand the size of operations in response to market 
demande and social needs of the program. Cash after Finance 
indicates how much new long-term assets (e .g. , buildings, 
equipment, new programs, etc.) can he purchased with: 1) cash from 
operations, 2) donor funds, 3) new capital and 4) savings. This is 
a planning stage for management. A project or firm will generally 
not plan a large capital expense without a strong degrse sf 
certainty that the cash will be available to pay for it. Also, it 
is important for management to know that the use of cash far 
capital expenditures will not hinder the basic production procees 
in any way - i.e., there will still be enough cash to pay for 
inventory, cover accounts receivable, pay wages and rents, etc. 

Zalee projections are derived from historical sales reaulta, 
information concerning market opportunitiae/probabiliti.s and 
management's estimations of reasonable growth based on its hands-on 
experience in managing the projects. Basod on this information, 
Beet and Worst Case growth scenar:';ja are projected. From thirs 
range of possible sales targets an exdected v-!",ue was calculated aa 
the sum of the Becrt Case, Worst Case, and four times the Reaaonable 
estimates, then divided by 6. Diecussions with the PVO project 
management staffs clarified and substantiated the assumptions and 
evaluated the risks behind the marketing strategieu. 



NET PRESENT VALUE (NPV) 

This rate of return indicates whether or not a projoct wkS.1 
contiriue to generate onough cash to satisfy the conventional 
financial testa that calculate whether or not the monies earned 
would satisfy a typical investor. The aesumption used in this 
firet ratio nnalysi~ is that an investor: would expect to earn at 
least 122 each year on an invsutment. The valr~ee shown on the cash 
flow sheets demonstrate whethar or not the nxyected cash earned is 
positive (exceeding the minimum return expected of 128) or negative 
(falling ehort of the minimum expected return of 3.2%). This ratia 
is applied at each point in the canh flow model where checks are 
normally made - i.e., funds from oporationa, caeh from operations 
and caeh from operations plus non-recurring expenses (CFO + IW). 
(Note: INV ie an abbreviation for   invest men taw, which ie used on 
the caeh flow statement to represent non-recurring expenses). 

INTERNAL RATE OF RETURN ( I W )  

This rate of return calculateo the rate which would make the 
present value of the stream of cash equal to zero if the cash 
earned were to be reinvested at the calculated rate. 

Both the NPV and IIUP provide relevant information concerning futurs 
cash flows. However, the NPV assumes a constant rate of 
reinvestment (122) while the internal rate of return assumea a 
reinvestment rate at the calculated internal rate of return (IRR). 
Since PVOs do not generally raine capital on financial markets, the 
N W  calculatio~ with its constant assumption concerning 
reinvestment is more prar:ticsl to their situation. However, both 
ratios provide identical ,-cta,tements concerning sustainability. 

The 122 discount rate is used to calculate the net preaent value 
(NW) and internal rate of return (IRR) on fund6 from operations 
(FFO), cash from operations (CFO) and cash frcin operations plus 
non-recurring expenses (CFO + INV, or CB3 + non-recurring 
expenses). As mentioned above, this is the current long-term rate 
an investor would expect to receive for his/her investment. Since 
the government's cost of raising funds for socially-oriented uses 
is lower, a diqcaunt rate of 8.0% is used to calculate the Social 
N W  or the combil;ad Business and Social Benefits. 8% is the 'long- 
te-m government bond rate which the MOP indicated would be similar 
to the government's average weighted cost of funds. 



WAGES (Direct) 

The catah flow modal l.ndicate6 the amount of wagoe gsnorated by each 
project. The wage amount wag indicated by prcject managemant ae a 
percentage of cost of youdsr sold hietorically. Diecuesion with 
management guided tho evaluation toant in determining the percentage 
of future costs of goods sold. That amount is indicated after the 
cash accumulation line on the caah flow. Those are direct benefits 
to the cornunity of workers engaged in the varioua proj~cts. The 
higher the labor component of coat of goode sold, the higher the 
direct ~ocial impact. 

SOCIAL IMPACT OF WAGES (Indirect) 

A calc\al,ation is made of the effect of wage earning6 Lbeing spent by 
the artisans for housing, food, clothing, transportation, etc., and 
re-spent by those selling goods and services to the artisans, who 
in turn spend their earnings on other goods and services. This is 
reforred to as tho multipLier effect. Tho multiplier usad in this 
model is 1.5X, as per the AID Evaluation Special Study No. 28, 
'#Searching for  benefit^.^^ Tt Pa impartant to remember that this 
multiplier and the values of social (indirect) impact which it 
generates is a variable reference point. Subsequent studies of 
social. impact may warrant modifying the multiplier value. 

The multiplier effect is coupled with the weighted effect of income 
to low-income communities (1.5X). The weighted effect is a 
technique ticred by economists at the World Bank to capture the 
enhanced value of income circulation in a lower-income community 
compared to a median-income community. Again this weighting im a 
point of reference and may be adjusted to reflect new information 
at a later stage: 

The final result of these two calculations is displayed balow the 
wages (direct) line on the cash flow model. It is labeled Social 
Impact of Wages (Indirect). 

SOCIAL BENEFPTS 

The combination of direct wager and social impact of wages provides 
a total JD calculation of social benefits, displayed near the 
bottom of the cash flow model, of the economic activity of the 
project to the targeted community. 

Finally, the NPV of the Social Benefits is calculated (as mentioned 
above) using the government cost of funds of 8 9 .  This will 
indicate a rate of return from each project on cash straamo with 
direct and indirect social impact. 



- - Those 
transfor. are not 

lkxlRLLthe-lo-~ ~f th~b-i l i . im&fi  
welfare benofite, technically n non-productivo 
any different than the etandard "welfaremm 

component6 of tot.al cdmpenention, euch as penoion plans, health 
care, human renource development program, diy-caro centers and 
eocial eecurity deductions, that workers receivo I.n OECD countrias. 
PVO management :sight accurately justify social welfare activities 
or1 buezineau grounds as irlvestmente in the training, development and 
well-baing of the work force. Human resource development 
investment shows up in the quality ox the product, goodwill of the 
project, expansion of the work force and reliability of delivery. 
Theae are all valuable intangible aeaete. 





ANNEX 6 

Save the Children (SC) is an American-baaed PVO which has been 
operating in Jordan since 1985. Its eocial programs are dixacted 
principally toward woman in both urban and rural areau. Income 
generating activities are the principal focus of! its progra~ns 
eupplomented by programs in microenterprise credit, agriculture, 
health, child development and m--!crgency aid (particularly during 
the Gulf Criais). Its two exi.. ng income generation project6 are 
the Banf Hamida Weaving Project knich is rural-baaed and the Jordan 
River Designs Project which ir, urban-based. Bani Hamida is the 
predeceesor of the two and is more developed, although Jordan River 
Deeigns has many of the same elements and exhibits the uame 
orientation toward market-based pjcoduct development. Although eome 
servi(f3o, principally administrative, are shared through Save the 
Children, the management structure of each project is distinct and 
separate accounts are kept for each project. When administrative 
support from Save the Children is used, the projects pay for the 
services from their separate budgets. 

a. rv and Desc~i.&ion of ActUtiea 

The Bani Hamida Weaving Project (BH) was initiated in 1985 in the 
villages of the Bani Hamida tribe near Badaba. Women there had 
been making rugs using a traditional ground loom for generations, 
but the rugs made were given as wedding presents from mothers to 
daughters, rather than made for sale in commercial markets. Save 
the Children decided to undertake a project to increase the incomes 
of the women by increasing the numbers of rugs produced and their 
marketability. Most of the economic activity of the women at that 
time was agriculture-based with some part-time economic activities 
to bring in nominal additional income. 

Save the Children's initial efforts to improve production and sales 
of tho Banf Maanida rugs were somewhat haphazard and limited by lack 
of funds. In May 1987, Save the Children received a grant from 
USAID from PETRA funds for $326,000 to develop and expand the Dani 
Hamida Project. Since that time, Bani Hamida has grown int:o a 
professionally-run small business. Based en its success, USAID 
provided an additional grant of $102,000 in 1990. Gross sales in 
1991 amounted to JD200,438 with 2 Lota?. 02 JD78,504 paid to the 
women of Bani Hamida. There are a total of 777 women in Bani 
Hamida receiving income from tbc projoct, of which 74 are 



oluporvir~orar and work nuar1.y ful l -t irno.  Tho ralnnininq 703 work 
part-timo, on an average of four to fivo houra pur day, whan It i n  
their turn. Binco woman aro paid on tho beraia of tho type of work 
thoy do and by t h o  piace and the quality of thair work, the income 
received var3,ou from JB120 (for tho dyore) to J D I O  (for upinnere) 
per month. Thia can bo uignificnn,t additional. incomo, uinca 
avoragu family income in tho urua io JDBO/month. 

1) J?rxa.w-tion 
The womon rug wenvera aro hike job-shop contractors who are paid on 
a delivery basis. The central organization producee desrigns, 
reeearchee the technology of weaving and dying, delivers d e ~ i g n a  
and materials to the producers, contrr" quality, accounts for  and 
paye ths weavers, and markets the $acts through domeatic and 
international channels. It ia unlilcc ; that these weavers could 
undertake these activl.ties without outside assis0;ance. The project 
haa a savings and loan program which ie administered at the 
conununfty level for project participants who want to buy animals, 
make home improvements, support educational needs, and to serve 
other general personal  need^. 

Production planning is appropriately based on marketing strategy 
which i,.e, in turn, baaed on paat records, seasonal trends, current 
economic and political conditions, and forecaots for local and 
export markets. Locally produced wool is purchased according to 
the production plan. A bi-annual inventory of raw materials and 
finished products are taken. The level of ready gooda inventory is 
monitored daily and computerized. 

The evaluation team found that the methodology used for production 
has been improved as much a9 is possible under the constraint of 
the work being performed in or near the homes of the women. For 
example, spinning is done by hand. The introduction of more modern 
methods of spinning, such as the use of a spirrning wheel, does not 
appear to be feasible since npinning is usually done while 
performing other household duties. 

Plans are now underway to set up an export production center in the 
BH area in order to be able to increase production and quality for 
exports. This could also assist in modernizing the methods 
currently used far production. There would be many advantages to 
locating export-designated production in one place. Thie would 
allow for some economies of scale to operate as well as increase 
production control. A building in which to locate the center worild 
be ideal. However, that will pose other costs which will have to 
be addressed, such as transportation to the center for the women 
a.nd utility costs. The cultural feasibility of this alternative 
will also have to be addressed. 



lJl1 riuarnn t o  hava hnnoflttrsd from t u c h ~ r i c n l  nnnintnrrca pt-av.l.dod hy 
A1.d to Artineno (ATA) rindar ito contract wlth tho Jorclon Do~liyn and 
Trade Cantei- (JDTC) of tho Noor Al.-lluuuoin Foundation, partlcul.l3r ly 
In respect to clyail-~g and dun9.gn aneiutnnca. Altho~ocyh DII foulo t h a t  
the quality of t h o  aeakntnnca it hao rocoived undur that contract 
ie goocl, it ia rliuappointad with tho quantity of! asei~tanca. 
Regular deaign asointancn ia provided both by tho moro axparioncad 
production star f and a formar SC omployoa Living in Jordan. It 
follows market rlcmilnds and trcsncla. Standards are aat for colors, 
thicknose, and texture of yarns and designra for both local, 
including tourist, and export markets. 

Tho pnymenta to the wetavers are appropriately based on the quality 
0," tho piece protluced and calculated by waight of the rug. Skills 
and design excollence are rewarded with bsnuo payments. 

Delivery is made uaual.ly three months Prom the placament of an 
order, The production staff are trained in the impartance and 
mechanics of prompt delivery. As the training proceaseo matvre, 
the E i i ~ L d  suy.arvisora therneelve~ are assuming responsibility for 
reliable delivery times. 

The Bani Hamida labell3ng process follows i~lternational export 
requirements wit11 country of origin, material, s i z e ,  price, and 
deaign number listed. Additional information docunlonting 
authenticity and name of weaver is on the tag, as well. These 
intereating "legendsu undoubtedly increase sales and make for good 
public relations. 

BH appears ta have an effective local marketing attategy and has 
increamed its sales dramatically over the,past few years. Part of 
its success has come from the opening of Bani Hamida House in 
Amman. The importance of having an outlot where the products can 
be properly displayed and sales staff can effectively market the 
product cannot be overemphasized. 

BH promotes its products 1ocal:y through an aggressive marketing 
campaign. This includes frequent advertising and articles in local 
newspapers and mngazinea, word of mouth, exhibitions, brochures, 
flyers, calendars, posters, and bcth picture albums and portfolios 
for local and export orders. Domestic outlets include Bani Hamida 
House (the main outlet), the Kan Zaman tourist village which caters 
to Jordanians and tourists, the Marriott gift shop, and two major 
annual exhibitions. 

BH began its international marketing activities in earnest in 1990. 
It will require financial support to develop this market. BH 
currently has agents in Lebanon and Saudi Arabia who cater to the 
regional market. It also has a number of informal agents in Europe 
and the U.S. which were obtained through informal contacts and as 



a rerrult of Lndivlduu1.a corning to Iliilni 1lirmlclo Ilouncu. Ilowcsvctr, J.d.' 
BH ie to dovulop n eol.ld oxport markut, It muut dovolop 
rol.atlonahip~ with buyarcs dirackly. Y'hu importanccl of contact with 
tho buyere and knawl.odgo of! oomputltoru cannot bu ovaraatin~ntad. 

A s  a result of itn roc!ont cxport morkoting afforta, axporta havo 
increaaad from undar 59 of total ualos In t h o  yaaru up to 1903 to 
26% in 1991. Thirs demanetriltoo tliilt It)If8ra currant etrakogy i e  
achiuving reeult.a. More will need to be dono, however, to devalop 
a ~trong and rolinblo export markut. Maiyigamont otated that tho 
export markets identified for Bani IIamida products arta a reroult of 
market reeearch baeod on the design, quality and price of the item. 
Much mare market research is needod, howovor, and increased 
contacta with buyers will provide thie. 

BH has participated in a number of trade nhowo in tha past two 
years. Thoue havo included ahowa in Finland, Germany, and the 
United States. BH staff! usually try to combire some marketing 
trips in the country of the trade shows to ~naximizo impact whilo 
they are there. Some assistance has been received fro@ ATA in 
marketing in the U. S. ,  although management stated that their 
assistance h ~ s  not resulted in any significant sales. Her Majesty 
Queen Noor has also been a supporter of BH and her influence has 
helped thwm to receive invitations and financial support for trade 
shows. 

The principa; markets identified by BH axe the high end retail 
shops, interior designers, and resort and c~untry home furnishing 
establishments. Tho evaluation team agrees that this is the market 
on which BH should concentrate due to the high price of the 
carpets. The Bani Hamida carpets averagg between Ji3 80 and 160, 
depending on weight. These prices are competitive in the high-end 
export market where similar quality rigs from other countriee sell 
for around JD 120. Although several people have felt the rugs were 
high especially with commercial agents who would double the landed 
csstb BH has researched pricer~ on the export market. BH believes, 
and tDa evaluation team concurs, that the prices are competitive 
provided that direct sales to wholeealer~ ox retailers can be 
achieved. 

BH management is directed by a project manager who wcrked in the 
United States for five years for two major clothing retailers on 
both coasts. She was the regional manager for N$AW Jerec\y and the 
Washington, DC  market^ before she returned ?c Jordan. The 
evaluation team believes that she has the knowlt~dt:c, exparience and 
commercial orientation which should help to develq Xi  into an on- 
going small business which can provlue ~si>loyrnen'~ ' r i  incomes for 
greater numbers of women. 

BH management is composed of three departments - Production, 



Merrkt,tti,rlrj and ,\clm:l.n1.mtx:nl:,1.on. l'hora ara n.Lu profaatr.l.onal. rt l - tr f  P i~ncl 
throe cl a:. ical. nl-.nf:P .i.n Amrnrrn at Dani Jlnmidn llouna which tmrvoo elrr 

an adm:!.niutrat.l.vo car~tor an wall. au R nrrl.ao autl.at. Tho f:i.ol.d 
prodnctlon nupulrv J.u.l.on in lac3 by a Maurl  ta in KJuparvl.fscrr who hnfr two 
Awuietant Piald Buparvinsrn, one .in onch af. tho t w o  f.iold oEfl.con. 
Thoy are auaintad hy nillo odminiatrrptive, qual.ity control, dyo 
mixeta, and wool diatributore. There are thirty woaving 
uupsrviuora and thirty npinnincj slupomieorn. 

The evaluation toam vieitod the eita in Bani Ilnmida and wcrn 
improeeod with tho opotationa thore. Tho fiuld ataff appaored to 
hava conaiderablo managornone strength act wol.1 as a good 
appreciation of tha ~arkot for thodr carpetm. Tho field offices 
were clean and ordarly - an indication of the quality of 
managamlent. 

(Please rufor to the chart on the next page for the following 
financial analysis. This chart was designed to measure the 
financial eul~tainability of the project and was based on hi~torical 
financial data. Projections far future yeare was baaed an informed 
aasumptione regarding sales and costs in consultation with project 
management. An explanation of the financial analysis model used i~ 
found in Annex 5 . )  

Bani Mamida8s total sales grew steadily over the past four years, 
oven increasing 31.38 in 1991, during ths Gulf Crisis. 
Management further demonstrated ite operational capability by 
reducing both the cost of goods sold as a percentage of t,otal 
sales - 772 in 1987 to 54.9% in 1990 and 56.78 in 1991, as well as 
operating expenses as a percentage of total sales - 100% in 1987 
to 52.12 in 1991. 

Cash from operations (CFO) in the past five years han been negative 
due principally to the spending of more cash for net w~rkingl assets 
caused by an increase in ir~ventories. However, cash losses from 
operations tapered off over The last three years with the project 
shewing a small cash gain in 1990. Management indicated that this 
gain was due to the reduction ~f inventories. An increase in the 
rase of cash for the purchase of gooda to run the bueiness 
(inventory) and ,larger accounts receivable is customary in the 
growth cycle of a business. While it is customary to see a growth 
of net working assets when sales are growing, the management of 
Bani Hamida indicated that it would like to improve is inventory 
control proceas as well -s its accounts receivable and accounts 
payable systems to help ' L  -ove cash flow. 

Bani Hamida spent relatively small amounts of c a m  for 
nsn-recurring expenses fn years 1987 to 1989 . Those expenses are 
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Total ealLora T o t -  thr, f l r n t  thrao projactcnd yonrsl ( 1 9 9 2 - 3 4 )  ara 
fa i rJ  y mc~doert cjrowth tarcjotn of 20-2 1 t par yaar. Cnventmantn In 
cepit.aZ nqu.ipinent n 1990, nrnd aubonquant ylrrnnatl oxpcuncll turcls On 
1332-34, will t a k a  nomo tfma to t-ranolnto into now produotion and 
t o t n l  enlea growth. Impact from thona oxpendi tmrsn I n  pro-joctod to 
taka hold in 1995, whon total. oa l c~a  ara; projoctuil to grow moxa 
rapidly at 35% for throo yaara and climb to 6 5 %  Pn 1990. 
Inveatmonte in trade faira nncl promotion, eatting up a rspaci~~l 
oxport unit and othor intonnl vn off srts to ponotrnts Lntar nntionn 1 
markota will taka tFma to produco aaloa reeulto. 

Bani Mamida i n  projoctad to gonorate poeitiva fundn from 
operatiorre (FFO) arld cad1 fronr oporationn (CFO) in I990 and again 
in 1992 and thereafter. This assumpt:ion is predicated on 
managsment8u ability to hold tho cost of goads sold to 
approximately 55% of total aaleo and to efficiently uource the 
needed materials for production. The proj acted positive 
operatiorial cash flow requires management to achieve operating 
coots of approximately 30% ot total sales. It is expected that 
after 1991, ongoing training and improved opsrational experience 
will be combined to lower operating expenses, thus raising the net 
operating margin and increasing cash from operationo. By 1995 the 
project is expected to suetain a growth of working assets to be 
covered by internally generated funds. Internally generated funds 
will also  allow Bani Namida to build cash accumulation during oix 
of tho saven projected yearo. 

Non-recurring expenses in 1992-94, are JD 53,600 for the 
establishment of an export unit, JD 111,530 is budgeted for 
capital expenditures related t.o intensive export marketing. Save 
the Children seeks grant assistance to cover these investments. 
In 1996-97 the project could begin "repayment of inveetmentsIf 
from its cash from operations - projected to be JD 62,200 in 1996, 
increasing to JD 111,6000 in 1998. 

The net present value (NPV) of funds from operations (FFO) for 
the twelve years shown (historical and projected) on the attached 
cash Plow projection, is JD 126,700 discounted at 12%. Any 
positi-~e amount indicates satisfaction with  the financial 
performance. Funde from operations for the same period has a 
projected internal rate of return (IRR) o f  34.52.  

The ne t  present value (NPV) of the cash from operatione (CFO) for 
the twelve year period, is JD 14,600. Again, any positive 



indJ.catJ.on aftar paying for any increases in 1WA indicates a 
aatiafactory return to the investor. Projectad cash from 
operations wo~xld ganarats an intlernal rate of return (IRR) cf 14%. 

Manayemant has projected capital. expenaes in years 1992 through 
1994 (a cnsh uaago) that oxc~ed6 cash generated from operationa. 
Manlngament hopas to gonerate funds from donor oources to cover the 
coots cf non-rocurrinq expenses (capital and new pragram expenses). 
Accowdingly~, when thn not present value (NPV) of cash from 
operations (CFO) plus any cnsh outlays for non-recurring expenses 
(SOB 81CF0i-INV88 ratio) ie calculated, it results b:* a negative JD 
100,000 with an internal rate of return (IRR) of .323. It is 
important 'to remember that the projsctls cash accumulation can 
provide eignificant funding until some additional donor funding is 
in glace. 

The ~ a n i  Hamida Projrdct is a labor-intensitre operation. Hence, 
the successful business parformance of the project - i.e., its 
continvsd growth and efficiency, will dramatically impact the 
communities in which the program resides. Direct wages to the 
workers, calculated at 69% sf the coat of goods sold, will be in 
axcess of JD 1,722,300 for ths past five and projected seven 
years. The social benefit for the same period is expected to be 
JD 3,014,000, 

Bani Hamida generated a social benefit (direct wages plus the 
social impact of wages [indirect]) of JD 137,400 for 1991, or a 
combined social benefit for years 1987 to 1991 of JD 369,000. 
Projected total sales for the project for the next seven years 
would generate a social impact (direct wages plus multiplier 
effects) of JD 2,645,000. -. 
The comparison of the projected JD 2,645,000 for the next seven 
years to the total projected social benefit for all twelve years of 
JD 3,014,000 clemonstrates that the Bani Hamida Project is juat 
beginning to contribute significant benefits to the community's 
social and economic well-being. 

f. Recommendat iana 
- BH should continue to develop the concept of an export 

production aenter to increase production capacity. Increased 
production is essential if a strong export market is 
identified and developed. 

- BH should develop its own export market through visits to 
potential clients and through trade shows. This is especially 
important since the price of the carpets are not competitive 
if an agent is used. The use of JDTC for this function does 
not appear to be an appropriate vehicle for BH since BH has 



the oophistication to develop its own export market and using 
JDTC will only increase Ita export costa. 

- BH ehould try to penetrate the high-end market for carpets to 
compensate for the relative high price required to offset 
coatrr . 

- Management should continue to examine its operations and 
develop action plans to: 

- Continue to invest in intensive marketing applications, - Reduce the cost of goods sold as a percentage ~f sales, - Control management salaries but stimulate motivation by 
considering bonus programs based on achievement of 
rc!sul ts , - U s ~ e  tcjchnology (such as bar code scanning) to efficiently 
feed back information to management on accounting for 
ic~ventories and product line performance, and - Detvelop longer credit terms with buyers to brake 
expansion of net working assets/sales (the cash 
efficiency ratio). 

2. qorda~n River Desians (also known as Jordan River 
m-~rises 1 

a. asto~rv and Descriaon of A c t i v i u  

The origins of Jordan River Designs are found in the efforts of 
Save the Children to stfart a community income generation and 
training program for women in 1987 in the squatter settlements of 
Natheef and Makatta in Amman. AID/Washington, through the W O  
office, provided a five year, $373,10O,grant in 1987 to SC to 
develop the project. These funds were depleted by 31. July 1991 and 
PETRA funds provided an additional one year grant of $100,000 in 
December 1991. 

As of Decembar 1991, over 900 women had received additional income 
and training through the production of various handicraft items 
including quilts, cushions, leather and canvas bags, picture 
frames, and dolls. Food items and olive oil soap are also produced 
and sold on t:he local market. Total sales in 1991 were JD166,484, 
of which JD13,350 (8%) were exports - mainly from potential agents 
in various countries. 

The various items are produced in two squatter areas in Amman. The 
evaluation team visited three different centers to view production. 
There is a great variety of items produced - over 115 items and 



designs. A key constraint on production and costs ia the fact that 
most of tho raw materials, except for olive oil for soap (and 
leather for handbags, are imported. In order to compensate for 
this, JRD orders in larger volumes. It consequently keeps n large 
inventory of stock; another rationale, however, was to keep 
competitors from duplicating the materials used in JRDos crafts. 
Another constraint is the primitivetechncrlagy used, as exemplified 
by the process for the production of olive oil soap. The quiltc 
are by far the principal source of sales and most of the design 
work and production improvements have gone into this item. 

JRD benefitted from ~naistance from both ATA and from IESC. ATA 
provided two consultants to assist JRD with designs. IESC provided 
a retired owner of a quilt factory in the U.S. for two months in 
1939. He assisted JRD in improving production techniques, 
marketing, costing, and pricing and also provided insights on the 
U.S. market. 

Most of JRD designs are of Jordanian or Palestinian origin. The 
Jordanian production coordinators design same itemu and elaborate 
upon those designs conceived by the ATA consultants and Kelly 
Miller, an SC designer. JRD management would like to receive 
further assistance from ATA. Most of JRD8s production int Aves the 
making of a prototype, producing a few items, and then testing them 
in the local market. These tests results in modifications to the 
design. Higher levels of production are based on market demand. 

Production of the leather hags has been problematic in that most of 
Jordan's premium leather is exported to Syria and Turkey. Since 
the orders from JRD are relatively small, it has limited leverage 
in negotiating with the leather production company. JRD is also 
looking for someone to assist in tho design and production of 
leather items. JRD lost its leather trainer, who used to assist in 
cutting patterns and production, to a large local leather workshop. 
For the last s i x  months, only a cobbler was available to assist in 
the training and production of leather handbags. Competitors 
receive assistance from large producers of leather goods in Egypt. 

JRD buys most of its materials from local importers. It engaged 
the services of JDTC to import materials at one point, but found 
that the prices charged were not always competitive with similar 
products found on thg local narkat. 

Production is planned'at the beginning of each month and is based 
on past orders, special orders by individuals and companies, 
inventory needs ar*d special occasions (such as gift shows and 
exhibitions or other promotions). Inventory of all raw materials 
and finished products is taken every quartor. Although some 
products are made at the centers in Natheef and Hahatta, most are 
made in the homes. The women producers receive the raw materials 
from the centers and then make them at home. The products are then 
brought back to the centers for inspection and quality control. 



Payment is based on the numbers and quality of pieces produced. 
Finished products are warehousecl at JRD's main office, which is 
located at SC headquarters in Amman. The quarters there are very 
cramped and JRD and SC administration hope to rent a larger 
building near Second Circle which would provide more space for both 
inventory and sales. 

A clear strength of JRDts marketing strategy ia its responsiveneso 
to the market. For example, tho volunteer exacutiva from TBSC had 
invented the "snug sack," a quilted wrap-around for the body. JRD 
produced this item, but found that sales were disappointing. 
During the Gulf Crisis, JRD was able to sell its inventory and take 
new orders from the relief agencies to use as sleeping bags for 
refugees on the border with Iraq. UNICEF has also purchased large 
quantities nf the olive 05.1 soap for evacuees. 

The prototypes developed for marketing purposes are base3 on 
informal market research in Jordan. Project staff are constantly 
on the lookout for market niches, i. e., craft products which are 
not being produced locally. Once they have an idea, they develop 
the concept and designs until they have a prototype. A small 
quantity of k i d s  prototype is then test marketed and, if sales 
warrant, greater quantities are produced. The flexibility in 
expansion and contraction of the number of workers producing a 
particular item is a big plus in the implementation of this 
marketing strategy. 

Domestic market outlets include the Kan Zaman Tourist cemplex, the 
duty free shop at the airport, the Marriott Hotel gifc shop and 
JRD's headquarters in Jebel Weibdeh. 70% of sales are made Prom 
JRD headquarters, 15% from h'an Zaman and the remaining 15% from 
other shops and exhibitions. bs mentioned JRD is currently hoping 
to rent a new larger building that will have more space for 
presenting its products. Substantial funds are needed to renovate 
the building, however, and SC management is currently seeking 
sources of funds for this purpose. It was observed that Bani 
Hamida sales doubled when it moved into Bani Hamida House near 
First Circle. JRD anticipates a similar increase. Clearly, 
product presentation is an important aspect of marketing. The 
evaluation team agrees that a larger space is needed to provide a 
better sales environment. 

* 
As previously stated, most of JRD's production is sold on the local 
market. It is trying to enter the export market, but is in the 
early stages of penetration. To date, it has relied principally on 
informal agents overseas - generally, Jordanians or expatriates who 
have expressed their wish tc test the market in their country. 
Although this approach can result in some sales, if one gets lucky, 
it does not substitute for a more sustained, reliable buyer of 
products. JRD management recognize the limitations of these 



informal agents and is startirlg to implement a more effective 
export marketing strategy. 

The project manager participated in sn international tourism show 
in Berlin during the course of this evaluation. Her experience 
thore was positive. She felt that the products were well received 
and that a hotel manager from Florida expressed interest in 
purchasing quilts and matching cushions and lampshades from JRD. 
She is following up on that contact. In addition, ahe was 
interviewed by a news crew from a German television station. This 
resulted in an offer to make a five-minute documentary in Amman in 
May on the secio-economic impact of JRDOs program on Palestinian 
refugees. This c~uld be an important source sf publicity and sales 
in Germany. A number of other contacts were made durlng the show. 
The total cost to JRD for participating in the show was only about 
$4,500 due to assistance from the Jordan Tourism Authority and 
Royal Jordanian Airlines. She stated that the Jordan Tourism 
Authority was impressed with JRDOs presentation j.n Berlin and has 
reques%ed JRD to participate in the London Tourism Show in November 
1992. Jordanian hoteliers and travel agents attending the show 
were also impressed with the interest shown in JRD products and 
offered to assist JRD in arranging for special events to coincide 
with tourist inflows to Jordan. 

In general, JRD products are competitive price-wise in the 
international market. The leather items cost far less that those 
sold in international gift shows. Likewise the quilts undercut 
U.S. craft quilt sales prices. The prii~cipal issue is one of 
design. The handicraft specialist on the evaluation team believes 
that the designs of most of the products are not sufficiently 
unique to attract much interest for exporto, except fo; the quilts. 
JRD management claims, however, that initial marketing feedback on 
a number of items has been positive. JRD-tried, at the suggestion 
of the IESC consultant, to market the quilt covers without the 
stuffing in order to save on shipping costs, but had poor results. 
It is felt that the stuffing gives the designs a fuller, more 
effective presentation. A key constraint however, is the 
washability of the quilt. More market research and testing may be 
necessary to determine if this is a critical limitation on sales. 

C. . 

JRD project management is broken into three departments - 
production, marketing and administration - superuised by a project 
manager. The marketing department has one staffperson and the 
administration department two. The production department has four 
divisions - quilts and dolls; bags and embroidery; aoap, food and 
frames ; and loans and centers. The loans and centera division 
administers a microenterprise loan program to project beneficiaries 
as well as the general cdnrinistration of the project centers. Each 
division has one coordinator. Total production staff is 13, mostly 
supervisors to assure product quality. High priority is given to 



on-the- job training. 

The project manager is well qualified for the job. She has a 
degree in business administration from a university in England and 
previously worked in public relations for Royal Jordanian Airlines 
and as project manager for a hospital support services company 
which had a subcontract with Marriott Hotels catering division in 
Jordan. 

JRDts management is similar to Bani Hamida in many respects, but BH 
seems to be a year or two ahead or JRD in export development. JRD 
could benefit from taking the time to work up and  writ^ down a 
clear export marketing strategy/plan of action that capitalizes on 
its experience in the domestic market', .but makes a hard analysis cf 
which products can compete internationally. JRD management statses 
that this type of analysis has been beyond its financial capability 
to date. JRD is currently using a market testing approach that 
works well domestically, but may prove too expensive for export 
marketing. BH has really only one product to sell and can 
concentr,ate on developing the market for that product. Import 
buyers tend not to take small exporters selling a variety of craft 
products seriously. JRD might request the services of a 
consultant from ATA or IESC for assistance on this. 

d. m a n c i a 1  Analvsis 

(Please refer to the chart on the next page for the' following 
financial analysis. This chart was designed to measure the 
financial sustainability of the project and was based on historical 
financial data. Projections for future years was based on informed 
assumptions regarding sales and costs in corlsultation with project 
management. An explanation of the financial analysis model used is 
found in Annex 5. ) -- 

Jordan River Designs (JRD), established in 1987, began significant 
sales in 1989 through 1991. In that period sales grew from JD 
18,600 in 1989, to JD 153,OO in 1091. This period of gearing up 
production and primarily domestic sales paralleled management's 
learning curve on sales, design, production. As a result, the cost 
of goods and operating expenses have declined as a percentage of 
total sales. As management learns more refined accounting systams 

. it will be able to reliably break-down costs of goods from 
operating expenses. The historical operating expenses may include 
costs unique to start-up operations which will not be expected to 
Eeoccur in future years. 

Cash from operations (CFO) reflected managementts ability to reduce 
the costs of goods sold and operating expenses. While cash from 
operations was negative for all three years, it tapered off from 
1989, to negative cash of JD 11,700 in 1991. 
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ASSUMPTIONS: 26APR02 
DISCOUNT RATE 0.08 drvolopmrnt rate 
COST OF CAPITAL 0.12 long term lrndlng rate 
MULTIPLIER 1-60 rlpple affect 01 arrnlngr 
WEIGHTING 1.50 value of Inooma to Uw poor 

AMOUNTS IN JD 000 HISTORICAL PROJECTIONS 

SALES: 1989 10W 1091 1992 1993 1994 1996 1998 1007 1098 
OE6T CASE 0.0 0.0 0.0 214.2 299.9 404.8 526.3 857.9 822.3 1,027.0 

WORST CASE 0.0 0 0.0 122.4 140.8 157.7 173.4 100.8 208.0 222.6 
REASONABLE 0.0 0.0 0.0 191.3 230.1 298.8 358.6 412.4 474.2 645.4 

PROBABLECASE 18.6 00.0 153.0 163.8 232.9 293.0 355.7 416.4 417.5 672.0 
%CHANGE 388.746 68.3% 20.096 26.8% 25.8% 21.4% 17.1% 17.1% 17.3% 

'I989 1000 1001 1982 1993 1994 1005 1888 1997 1898 
TOTAL SALES 18.6 QO.9 153.0 183.6 232.9 293.0 385.7 416.4 487.5 5720 2,803.6 
COST OF GOODS SOLD (1 3.0) (75.1) (1 05.6) (1 10.2) (1 39.7) (1 75.8) (21 3.4) (249.8) (202.5) (343.2) 

DEPRECIATION MP. 0.0 0.0 4.1 1.0 1.2 1.3 1.5 1.2 1.2 1.2 
TWNINO MP. (0.7) (0.5) (3.5) (4.0) (5.1) (8.4) (5.3) (6.2) (7.3) (8.8) 
OPERATINO MP. (30.5) (55.2) (59.7) (58.9) (81.7) (84.7) (67.8) (72.4) (77.4) (82.6) 

FUNDS FROM OPEH (34.6) (39.91 (11.7) 11.5 27.6 47.4 70.7 89.2 l i l . 5  138.8 
CHANOENWA (40.1) (12.4) (82.2) (4.6) (7.4) (9.0) (0.4) (0.1) (10.7) (12.7) 

CASH Fn OPERATICNS (74.7) (52.3) (93.9) 6.9 20.2 38.4 81.3 80.0 100.8 126.1 

NON-RECURRING EXP. 
CAPITAL MPENDlTUflES (0.4) (1.2) (12.2) (2.0) (65.6) (2.0) (2.0) 0.0 0.0 0.0 

RENOVATION 0.0 0.0 0.0 (20.0) (60.0) 0.0 0.0 0.0 0.0 0.0 

FlNANClNCI 
REQUIREMENTS 

FUNDING SOURCES: 
USAID 
P n r u  
STC 
OTHER 
CANADIAN GRANT 

(84.1) (53.5) 
HISTORICAL 
1989 1990 

63.8 47.7 
0.0 0.0 
8.1 0.0 
2.4 4.0 
0.0 0.0 

(108.1) (151) (1054) 36.4 59.3 80.0 lO!l6 126.1 
PROJECTIONS 

1891 1982 1093 1994 1995 1006 lW7 lW8 
41.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
0.0 35.3 15.3 0.0 0.0 0.0 0.0 0.0 

64.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
2.9 2 0  2.3 2.0 2.0 2.0 2.0 2.0 

22.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

TOTAL FUNDING 94.1 58.8 121.4 37.3 17.3 2.0 2.0 2.0 2.0 
4 

2.0 338.7 

CASH AFTER FINANCE 10.0 5.1 15.3 22.2 (08.1) 36.4 61.3 62.0 102.6 128.1 
CASH ACCUMULATION 10.0 15.1 30.4 52.6 (35.6) 2.9 64.1 146.2 249.0 377.1 

'NACIES(D1RECT) 9.1 33.9 43.5 49.6 62.8 79.1 W.O 112.4 131.6 154.4 772.7 
SOCIAL IMPACT OF 6.8 25.4 32.6 37.2 47.1 59.3 72.0 84.3 7 115.8 579.5 
WACIESQNMRECT) ...................................................................................... 
SOCIAL BENEFITS: 16.0 59.4 76.2 06.8 110.0 138.4 168.0 106.7 230.4 270.3 1,352.1 

CFO+SOCIAL BENEFIT (68.1) 5.9 (20.9) 71.7 4.6 174.8 227.3 276.8 331.2 396.4 

RATIOS: FFO N W  128.8 RRURNS CALCULATED ON CASH FLOW 
(BASED ON YEARS FFOIRR w27K AFTER OPERATIONS 
leS7-lee~) 

CFONW (2.9) 
CFO IRR 11.60% 

RETURNS CALCUUTED AFTER ADJUSTMENTS (CASH IN OR OUT) 
FOR NET WORKING ASGETS 

CFO + INV N W  (108.1) REIURNS AFTER UIINCI CASH FOR NFU OR EXPANDED P R O O W S  
CFO + INV IRR 1.83% AND/OR CAPITAL INVESTMENTS 

OCIALNW 71 5.8 RRURN CALCUUTED ON SOCIAL EIENEFITS--I.E, CASH FROM WAOES, 
MULTIPUER EFFECT AND WClOHTIhlCI 

NOTE: FFO-FUNDS FROM OPERATIONS; CFO-CASH FROM OPERATIONS 
NPV-NET PRESENT VALUE AND IDRR-INTERNAL RATE OF R€lURN 



Net working assets grow 6ubst.antially in 1991, as JRD began to gear 
up for significantly increased sales volumes. The relatively small 
size of the operation at present and the need to purchase imported 
raw materiels forcelrr management to buy in larger lots that it would 
r,srmally, to realize relative cost savings. Tkia resulted in an 
increase in inventory, and h e m e  an increase in cash for larger net 
working aasets. Projected reductions in net working assets are 
expected to use significantly less cash for inventory in absolute 
terms and as a percentage of total sales, down to JD 4,600 in 1992, 
as sales volume grows. 

Non-recurring expenses have been relatively modest for a start-up 
opexation, fluctuating between JD 9,400 a ~ l d  JD 12,200 per year over 
the past three years. Historical funding from donor agencies has 
been more than sufficient to cover non-recurring expenditures. 
Also, these funding sources have been sufficient to cover operating 
losses in the first three years as well as allow JRD to accumulate 
up to JD 30,400 in 1991. 

JWD will begin to gear up its sales for the domestic market min the 
projected years. At present, exports constitute only 8% of total 
sales. Given the difficulty of breaking into new, international 
markets and increasing sales in a competitive domestic market, 
management has selected relatively conservative total sales growth 
targets--20.7% each year on average. With the relocation and 
improvement of show room facilities in 1992, management anticipates 
a slightly larger growth of total sales in 1993 and 1994--to a high 
of 26.8%, dropping off for the last three years of projections to 
17.38. 

Even with a relatively modest growth of sales, JRD should be able 
to begin showing cash profits in 1992 and thereafter. Internally 
generz~ted funds will finance the projected growth in net working 
assets. By 1994 cash from operations wiLi cover small additional 
investments. 

However, cash from operations in 1992 and 1993, will not be 
srifficient to cover the planned non-recurring expenditure to 
relocate showroom facilities. Internally generated funding and a 
srnall amount of projected donor financing in 1992 will cover the JD 
20,000 non-recurring expenditure. In 1993 the combination of cash 
from operations, PETRA funding of JD 15,300, and savings (cash 
ac:cumulation-1992) will not be sufficient to cover the planned non- 
rtscurring expenditure of JD 65,600. Management seeks external 
donor fun4ing to assist it in developing its new sales center. 
Ctmh after financing is negative in 1993. It is projected to be 
positive in all other future years. 



The net present value (NPV) of funds from operations (FFO) for the 
twelve years shown (historical and projected) on the attached cash 
flow projection, is JD 128,800, diecounted at 12%. Given the 
aest~msd cost of capital of 128, thio indicates a satiefactory rat0 
of return. The internal rate of return (In) of the funds from 
operations reiterat~s the acceptable level of roturns with a 
calculated reinvestment rate of 33.3%. 

Cash from operation0 reflects a large outlay for growing 
inu,entories--prrrticulerly notable in 1991. Accordingly, the net 
present valus drops off, to a small negative valus of JD 2,900. 
The internal rate of returns demonstrates, in a percentage format 
(reinvestment rate), that cash from operations (Cr"0) is fairly 
close to the target rate of 12%--with an IRR of 11.69% The rate of 
return for CFO is skewed by the unusually large change in net 
working assets in 1991. If that year's change in net working 
assets were similar to projected years, the net present value would 
be positive. 

Reflacting the heavy investment in premises and equipment (non- 
recurring expenditures) over 1.992-93, the internal rate of return 
of cash after finance (CFO & INV) is positive at only 1.89. Once 
funding for this program is arranged, the project will generate a 
large internal rate of return as well as a positive net present 
value. 

Projected cash from operations would be able to repay donor funds 
needed in 1992-93. Subsequent years cash after finance is positive 
with a projected cash accumulation off ZD 377,100 by 1997. This is 
a strong evidence of project sustainability. 

Direct wages by women are 28% of sales, or 458 of the cost of goodls 
sold. This ratio is the basis for the projected rates as well. 
Direct wages have grown from JD 9,100 in 1909 to JD 43,500 in 1991. 
With conservative sales growth assumptions, direct wages to women 
over the ten years will be J D  772,700. Of that total amount, YD 
686,200 will be generated in the projected seven years. 

The social benefit, calculated as the combination of direct wages 
and the social impact of wages (indirect) for the combined ten 
years of the cash flow projection is J D  1,352,100. This includes 
the impact from wages being respent in the wage-earners' 
communities--the multiplier of 1.5X, and the impact of wages in a 
low-income community--the weighting of 1.5X. In the first three 
years of operations social benefits were J D  151,OO. Projected 
social benefits are expected to be a significantly large portion of 
the combined figure (social benefits + CFO), or J D  1,200,000, 
demonstrating that the J R D  project is just beginning to develop not 



only its marketing/psoduction capability, but a significant eocial 
impact as well. This impact is underscored by the calculated not 
present value of the eocial banefit cash flow--JD 715,600, well 
over the 12% minimum return expected. 

- Contingent upon funding, JRD should move into the new building 
where it can present its products more attractively to its 
customers. This building will also permit more apace for 
administrative functions and warehousing products. 

- JRD ia currently examining the prcfitability of each line to 
judge consistency with Its objectives: to sell quality goods 
in local upscnle market:;. Eventually it will narrow its 
product lines to items which will sell widely, which will 
complement each other within the new center, and which can 
defend good margins in upscale markets. To control occupancy 
costs in an inflating real estate market, management should 
analyze a rent-versus-purchase decision on the new premises. 

- A marketing strategy/plan of action should be formulated and 
written down whicih clearly states JRDps approach toward both 
the domestic and export markets and which determines which 
products ahou1.d be sold ir, each market. This is particularly 
crucial for the export market.. JRD should conuult with JDTC 
on this issue In order to assess the possible assistance which 
they might be able to provide for this task. 

- Technical assistance is sorely needed on both the soap-making 
and the leatherwork activities. Experts from the region 
should be obtained if possible. 

The Noor A1 Hussein Foundation (NHF) was establisheci in 1985, under 
the patronage of Her Majesty Queen ?!oar and with the assistarhce of 
Mrs. Inoarn Mufti, the former Minister of Social Developmerrt, to 
promote a better quality of life in Jordan. It has been active in 
various social and cultural causes over the years to accomplish 
that goal. The various types of programs it is engaged in include 
integrated rural develo,pment, village development funds, health 
communication pzogram using social marketing, and programn to 
empower women. In 135, the NHF brought a marketing consultant 
from Save the Children in the U.S. to research the causes uf 
decline in handicraft production in Jordan. The consultant~s 
initial study confirmed that various marketing issues, including 
lack of product diversity, high prices, and poor design impacted 
upon on the production and marketability of Jordanian handicrafts. 
This study promptecl the NHF to initiate a national effort to 
stimulate demand through a comprehensive marketing program. 



The National Handicraft Development Project (NHDP) began under 
the auspices of the NHF in July 2988. Itn major goals were tho 
following: 

- To create employment and increase income among low-income 
communities, particularly among women: - To contribute toward the development of women as wage- 
earners and decision-makers; - To preserve traditional craft techniques and stimulate 
appreciation for them among Jordanian people: and - To increase foreign exchange earnings for the kingdom. 

A PETRA grant to the NHF in the amount of $255,159 and JD4 3,859 was 
approved in 1988 to assist in the development of the NHDP. 

In April 1990, the Jordan Design and Trade Center (JDTC) was 
established in Amman to serve as the focus of the NHDP. This 
center now serves as a wholesale showroom, sample production 
facility, and as an administrative office for the WDP. The 
services of the JDTC were to be available to all interewted 
individuals and organizations, including private 'voluntary 
organizations as well as private businesses. AS part of the PETRA 
grant, funds were provided to permit the JDTC to contract with Aid 
to Artisans (ATA) in the U.S. for both design and production 
assistance as well as marketing assistance in the U.S. In 1990, 
the PETRA grant was amended to provide a total of $604,552 and 
JD26,Oll in funds to the NHF. Total funds currently allocated to 
the NHF by the PETRA Project are $1,125,000, including a pending 
amendment for $375,000. The NHDP has also received funding from 
the DEF and UNIFEM and small grants from the Netherlands, Canadian 
and Australian embassies. 

The JDTC uses an approach of developing marketable products and 
then creating small production models which can be replicated to 
meet increased demand. This market-based approach has proved to be 
both flexible and effective in improving the design, production and 
marketability of Jordanian handicrafts. It has permitted the JDTC 
to reach nearly 2000 beneficiaries, mostly women, throughout the 
kingdom, including all crafts groups that it has assisted. 

The principal JDTC approach is to identify community groups which 
contain members with basic handicraft skills and then to assist 



those groupe to develop their designs and production to meet a 
targeted market. The thru~t of this effort ie to dovulop 
hanelicrafta which are export-orientad, althoughthe domestic market 
has also benefitted from these, activities. An essential element of 
this approach ie the provision of training to improve management 
and production at the grase-roots level and to transform 
subsidized, charitable production groups into viable businetsaes. 
The JDTC hae full-time training staff aa well as access t~ part- 
tifie ceneultants, both Jordanian and expatriate, to provide 
assistance in design and production techniques. Two wel.1-known, 
Jordanians have provided design assistance, although their time has 
been limited since they operata busineases themselvee. The ATA has 
provided valuable assistance to varioue groups, particularly in the 
modification of  design^ to meet export markets and in the 
development of moro modern production methods. Particular success 
has been ach.i.eved in improved dyeing procedures and in developing 
better looms for carpet production. 

The JDTC also works with private businesses which produce 
handicrafts. Currently, its clients include 5 private businesses 
and 15 community-based production ce~nters. It anticipates the 
number of the latter to grow to 20 - 25 by the end o f  1992. The 
staff expressed a bias toward working with community groups, since 
they tend to reach mare beneficiaries through those groups. They 
said that most private businesses only employ one or two 
individuals. The JDTC has trained about 900 persons - 70 in 
management and other business skills and the others in dyeing, 
embroidery, weaving and sewing. 

Overall production is based on grders received by the JDTC, special 
events, and forecasts of future demand. All work is done either in 
the home or in the production centers and wages are paid based on 
the quality of the piece produced. The aDTC encourages full-time 
employment of the women producing the crafts at the centers. The 
average monthly wage is JD50. Quality checks are performed by 
supervisors in the field as well as at JDTC headquarters when items 
are brought there for sale. Raw materials, are provided by the 
JDTC to the production centers. Since many of them are imported 
(fabric from Egypt and Syria, thread from France), the JDTC serves 
a valuable function in this areao It has developed a spinning 
center in the Gaza UNRWA camp near Jerash to provide wool thread. 
The evaluation team visited the Jerash Center which is housed in a 
community center built by the Ministry of Social Development. 
Jerash sales and, employment increased sixfold between 1989, when 
JDTC fi;st started marketing their products, and 1990. This is one 
of the centers which produces the embroidered cushions and other 
items using a Jordanian stitch. The evaluation team was impressed 
with the quality of the items prodvced. 

The JDTC's approach to production is dependent upon the 



effectivane~e sf its approach to marketing. As auch, it hao 
attempted to find a means to not only incraase domestic ea1k.e of 
handbcrafte, but to increase export6 as well. This strategy 4 . 2  
haesd or, a recognition that the domestic market can cnly expand eo 
far, and that the long-term viability of Jordanian handicraft 
production is based on the development of a strong export: market. 

Of its total sales of JD114,700 in 1991, 40% were to the export 
market. The JDTC1s current goal is to increaee that percentage to, 
at least, 609.  To acconrplish that goal, the JDTC seeks to develop 
long-term re1ationshl.p~ with foreign buyare. It is still learning 
which outlets and markets have tha best potential. Ito means of 
finding thoee market niches include trade fairs in Europe and the 
U.S., contacts with wholeealers in the region, marketing visits to 
potentiax buyers (often coupled with trade fair participation to 
save travel costs), vieits from mail order and retail buyers and 
exploration of the production of a mail order catalog, and sales of 
samples to informal agents resulting from personal. contacts or 
interested parties visiting the JDTC showroom in Amman. 

The approach taken by the JBTC is rea60rd.,able, with the most effort 
being put in its participation in trade shows. Although these are 
relatively expensive, these are the most effective means of 
determining the desires and requirements of buyers who can boost 
prcduction levels through large purchases. JDTC staff believe that 
the "handicraftsM market, per se, is too confining and views the 
hole furnishings, floor coverings and gifts markets as the three 
areas in which to concentrate its export marketing efforts. The 
JDTC has had assistance from ATA in marketing in the U.S. Although 
staff believe that assistance has been helpful, it has not resulted 
in substantial ordere to date. 

The JDTC believes that the creation of name recognition for 
Jordanian handicrafts is important in developing an export market. 
This is where its perceived role as coordinator for all of 
Jordanian handicrafts production and marketing is most logical. 
The JDTC continues to need assistance to conduct its export 
marketing efforts and would need considerable additional assistance 
to develop a program for name recognition. Name recognition is 
generally built up over years; it is doubtful that it could 
succeed through any kind of publicity campaign. Brochures, 
literature and strategically-placed news articles can help; but 
the buying public usually requires experience with producte such as 
the Jordanian handicrafts before a promotion campaign can really 
subetantielly affect sales. 

In regard to the marketability of the products being offered by the 
JDTC, tha quality factor will be no problem - most of the producte 
are of good quality and can compete internationally on that basis. 
The high cost of labor in Jordan and the desire by the PVOs engaged 
in handicraft production to pay a reasonable wage to the producer 
limits the competitiveness of Jordanian handicrafts, however, on a 



price baeio. This coat factor requires that che JMTC aim at the 
higher pricod markets and try to eliminate middlemen. Tho producte 
can competo if this strategy is maintainad. More offorts to lower 
the coeto of goods sold - .hrough greater worker productivity, more 
efficient operatione (centralized spinning and dyeing, specinlized 
cutting and assembly centers), economies of scale factora, etc. - 
ere clearly needed. JM!C is cognizant of this isme and ha6 been 
working hard to reduce these coats. 

The JDTC sees itself ae the predominant marketer of Jordanian 
handicrafts abroad. Thia is an accurate vbswpoint, for the most 
part. However, there is concern on the part of the sther major 
PVSs that the JDTC should not serve aa the exclusive outlet for 
their goods (although JDTC management did not perceive JDTC as an 
exclusive outlet). The evaluation team beZPevee that thin issue 
should be resolved by market forces, i. e., if other groups can 
sell their products more effectively than the JI"i2, they should be 
given that opportunity. JDTC's efforts in t h k  area will only be 
effective if they are perceived as providing additionality to the 
efforts of production groups (or private businesses, for that 
matter). On the other hand, it is doubtful that most of the 
community-based groups currently served by the JDTC will ever be 
able to effectively market their products overseas. They operate 
on too small a scale and do not have the sophist.ication or contacts 
of the other large PVOs. The JDTC can effectively serve as a 
wholesaler for their products. 

On the other hand, the marketing efforts of the JDTC are a160 
viewed as its chief income-generating activity. It collects a 
commission (currently 10-15%) on all goods sold. The other major 
PVOG represent a substantial source of income for the JDTC through 
commissions on sales of their products. If those are not 
forthcoming, tho JDTC wj.11 have a harder time to achieve breakeven. 
This point is discussed in further detail in, the sect!-on on 
financial sustainability below. 

Management of the JDTC appears strong. The NHF Director General, 
Mrs. ~ufti, is responsible for overall policy of the JDTC. The 
organization is currently jointly managed by a Jordanian and an 
expatriate. The Jordanian manages most of the day-to-day 
administrative, staffing and financial operations of the JDTC and 
the expatriate handles most of the reporting, proposal-writing and 
relationships with donors. Both work on design and production and 
on overall policy innues. It is anticipated that the Jordanian co- 
manager will take over full responsibility when the expatriate's 
contract is concluded. 

The JDTC has three departments - training, design and 
administrative (including sales). The training department is 
composed of a training manager, technical trainer, dyeing 



aaaiutant, two producer liaisons, and a driver. The design 
departu,ent ie led by a de~~ign coordinator and aorsisted by three 
workshop euperviaors for srnbrsider-y, aewinq and weaving. The 
sdminiet.rative department is composed of an officer manager, a 
~ a l s s  manager, accountant, secretary, driver and oPfico boy. 

It is interesting to note that: thore is no marketing department in 
tilo organizational chart. This ref lecta, perhapa, the fact that 
the co-managera and design coordinator have beer1 actively involved 
in the JDTCfe marketing activitiee. JDTC management stated that a 
marketing division would increase overhead costa. However, one 
would think that the development of a marketing division would be 
an irnpcrtant part of a long-range organizational, plan. 

Staff are qualified for their positions, for the most part. Staff 
training is mainly on-the-job, although staffmembers are sent for 
training in specific areas of need when the opportunity pr~senta 
itself. For example, tho Design Coordinator and the Weaving 
Trainer were in the U.S. while the evaluation team was in Jordan. 
They had attended the gift show in New York in February and had 
stayed on in the U.S. for technical training in design and weaving 
and for marketing visits. 

(Please refer to the chart on the next page for the following 
financial analysis. This chart was designed to measure the 
financial sustainability of the project and war3 baaed on historical 
financial data. Projections %or future years was b, tsed on informed 
assumptions regarding sales and costs in consultation with projeci 
management. An explanation of the financial analysis model used is 
found in Annex 5.) 

The Jordan Design and Trade Center (JDTC), established in 1990, 
provides design, production and marketing services tothe Jordanian 
handicraft producers. The JDTC advises PVOs and private firms on 
product design and development and trains its clients in 
production, management and marketing techniques. It earns its 
revenues from selling Jordanian handicraft products. Currently it 
charges a 101 markup on handicrafts sold. 

JDTCfs objectivelis to support the growth of handicraft production 
in Jordan. The majority of consulting clients are not able to pay 
for the services they receive--certainly not at market ratas. 
Since commissions of handicraft sales crirrently provide the only 
real source of revenue, 'JDTC will not be expected to earn and 
retain cabn from profits until their export marketing strategy 
succeeds. At that time JDTC will be able to successfully represent 
and export a larger volume of goods, providing it with more income 
from total sales. Meanwhile, JDTC may be able to begin charging 



JORDAN DEOlGN I\ND TRADE CENTER 
AO8UMPTIQNB: 25AI'RO:! 

I MSCOUNTRATE 8% Drvrlopmant RrIe 
COST OF CAPITAL 12% Long-Term Lorn Role 
MULTIPLIER 1.60 Rlpplr EHsot uf Enmlnge 
WEIOI,ITINO 1.60 Value of Inooma to Ill* Poor 

AMOUNT IN JD '000 HIBT. VALUES PROJECYIONB 

0 ALEQ: 1980 1881 1892 1893 1994 1806 1006 1097 1098 
BEOT CAOE 0.0 0.0 180.0 300.0 600.0 750.0 1,000.0 1.260.0 1,1100.0 

WOHOT CAOE 0.0 0.0 125.0 150.0 180.0 216.0 268.2 325.0 3W.G 
REASONABLE 0.0 0.0 140.0 200.0 280.0 382.0 540.0 876.0 810.0 

PROBABLE CASE 80.6 114.7 144.2 208.3 300.0 422.3 569.8 7125 855.0 
% CHANQE IhIA 42.3% 25.7% 44.5% 44.0% 40.8% 34.096 25.096 20.0% 

loo0 1901 1902 1903 1894 1W3 lOgs lW7 1998 
TOTAL SALES Mj.6 114.7 144.2 2N.3 300.0 422.3 060.0 712.5 855!D 3,407.5 
COSTOF000D880LD (71.7) (101.6) (122.6) (177.1) (255.9) (348.4) (455.9) (570.0) (WOO) 
DEPRECIATION EXP. 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
OPERATINO MP. (7ti.O) (95.6) (120.2) (120.2) (81.8) (81 -8) (81 -6) (81.8) (81.8) 
---------------------------------*---------------------------------------------.-- 

FUN29 FR9M OPER (8s.0) (82.4) (107.8) (00.0) (me) (7.7) 32.4 00.9 80.4 
CI.IANOE NWA (33.2) (13.6) (17.0) (9.6) (13.8) (18.4) (22.1) (21.4) (:!I .4) 
----------------------------------.-------------------------------------------.--- 
CASH FR OPERATIONS (90.2) (96.1) (124.6) (107.6) (50.4) (26.0) 10.2 39.6 68.0 
-------------------------------------------------.-...----------------------------- 
NON-RECURRINO EXP. 

TRAININQ 0.0 0.0 (28.8) (28.8) (28.8) (6.6) (9.8) (8.6) (9.6) 
CAP. EXPEND, & R&D 0.0 0.0 1p .9 )  (71.9) (15.4) (5.1) (5.1) 0.0 0.0 ------------------------------------------------------.------- ----- ---------.----- 

TOTAL INVESTMENTS 3.0 0.0 (126.7) ( 1 .  (44.2) (14.7) (14.7) (8.8) (9.8) ----------------------------------.---------------------------- ------ ------------ 
FlNANClNO 
REQUIREMENTS (139.2) (ee.1) (zsi.3) (2oe.s) (94.6) (40.7) (4,s) 2s.e 50.4 

HIST. VALUES PROJECTIONS 

FUNMNO 80URCES: leOO 1091 lMl2 lQQ3 1094 lW5 1996 1097 1098 
USAID 0.0 0.0 112.0 70.5 43.5 17.9 0.0 0.0 0.0 
DEF 0.0 0.0 84.9 56.1 0.0 0.0 0.G 0.0 0.0 
UNIFEM 0.0 0.0 33.0 33.0 33.0 0.0 0.0 0.0 0.0 
OTHERS 0.0 0.0 4.3 4.3 4.3 4.3 0.0 0.0 0.0 ----------------------------------.---------------------------------------------- 
TOTAL FUNMNO 0.0 0.0 i!34.2 189.9 80.8 22.2 0.0 0.0 0.0 507.1 

CABH AFTER FINANCE (90.2) (96.1) (17.1) (30.4) (13.8) (18.5) (4.5) 20.0 50.4 
CASH ACCUMULATION (90.2) (195.3) (21!.3) (250.7) (264.5) (283.0) (287.4) (257.6) (190.1) 

- WAOES(DlRECT) 30.8 43.6 81.3 5 127.5 174.2 227.9 285.0 342.0 1,380.9 
SOCIAL IMPACT OF 23.1 32.7 46.0 66.4 95.6 130.7 171.0 213.8 2 . 5  1,035.7 
WAQE8 (INMRECT) -----------------------------------------------..----------------.. .-------------- 
SOCIAL BENEMB: 53.9 78.4 OC1.2 154.9 223.1 304.9 398.9 498.8 508.5 2,416.8 

MTIOS: FFO NPV J216.7) 
(BASED ON YEAR8 FFO IRR - 14% 
looo-leos) 

CFO N W  (318.8) 
CFOIRR -24% 

RETURNS CALCULATED ON CASH FLOW 
ARER OPERATIONS 

RETURNS CALCULATED AFTER ADJUSTMENTS 
(CASH IN OR OUT) FOR NET WORKlNO A88ETS 

CFO + INV NPV (510.5) R€lURNS AFTER UBlNb CASH FOR NEW OR EXPANDED 
CFO + INV IRR -219% P R O O W B  AND/OR CAPITAL INVEBTMENTS 

SOCIAL N W  086.0 RETURNS CALCULATED SOCIAL BENEFITS- -I.E., CASH FROM 
WAOE MULTlPUER EFFECT AND WElOHnNO 

NOTE FFO-FUND8 FROM OPERATIONS; CFO-CASH FROM OPERATIONS 
NW-NET PREBENTVALUE AND IRR-INTERNAL RATE OF RETURN 



end receiving some cash from clie~nts for consul tl.ng services, 
especially the larger W O s  with the r.biLity to gay. 

This type of export businese normally requires a high volume of 
sales to julat.ify the small profit margins. En addition to the 
standard constraints, JDTC currently is experiencing not only the 
costs associated with setting up a new operation, but also the cost 
of providing services to an industry that is not yet able to supply 
an adequate supply of high quality products to export. AYso, JDTC 
is suppressing its export prices in an effort to penetrate new 
markets. Hence the current combinat ion of coats of goods sold and 
oparating expenses exceed cash earned from ealee. 

Costs of goods sold as a percentago of total sales were 88% for 
both 1990 and 1991, the first two years of operations. Management 
indicated that it will be able to reduce the cost of goods sold as 
a percentage of total sales by eliminating asmiddlemen" in the 
marketing process. As management gears up for larger export 
volumes it should be able to reduce cost of goods sold to 80% of 
total sales. 

Operating expenses were 938 of total sales in the first year of 
operation and 838 in the second year (1991). This is a drop of 
108. Operating expenses for the first three to five years are 
expected to run higher than a mature exporting business. This 
factor is compounded by the amount of clients who are not able to 
pay for services received. To the extent that JDTC uses its donor 
funding to start up handicraft production units, it will have a 
slower realization of a return on investment from its own start-up 
capital. Management' is aware of this timing issue as well as the 
need to reduce operating costs as quickly as possible. Management 
will need several more years of operations to establish a sound 
handicraft production infrastructure prior to achieving sufficient 
revenue6 from exports to break evan. 

Cash used for changes in net working assets (inventory, accounts 
receivable and accounts payable) dropped significantly in the 
second year of operation, down from JD 33,200 in 1990 to JD 13,600 
in 1991. It is expected to become a much smaller percentage of 
cash from total sales es the project evolves, which is typical of 
a service organization. 

Caah from operations (CFO) is expected to be negative until 1995 as 
a result of high operating expenses in the set-up phase, high 
cost of goods sold and a large cash usage for net working ts. 
However, CFO will improve significantly in 1993 and Is>% e 
revenues increase. 

The aeeumptians utilized in the analysis of projected cash flow are 



based upon audjtsd historical financial atatements and discussiono 
with JDTC management. 

The Best Case projection is predicated upon n resumption of' tourism 
to Jordan and a high degree of success in marketing to American and 
European buyers. The Worst Cane projections assume a continuation 
of low-level tourism in Jordan and delays in discovering the right 
niche to aid export expansion. 

The Probable Case projects total eales growing moderately at a rate 
of 25.7% in 1992 and between 35% and 44% for the following four 
years. In the final two projected years, 1997-98, sales are 
projected to grow more modestly at 25% and 20% respectively. 

A central assumption is that if sales grow, the project's cost of 
goods sold as a percentage of total sales will decline. Management 
anticipates that the percentage will decr~ase to 83% in 1995 and 
80% in 1996. This cost reduction is possible due to elimination of 
middlemen, the efficisncy of larger volumes and to price increases 
as product recognition grows and the export products gain a 
foothold in foreign markets. 

kith sales increases, better margins and controlled operations 
costs, JDTC projects a profit in mid-1995. From mid-1995 forward 
cash generation will strengthen and begin covering the cash usage 
for net working assets (PJWA) , Cash from operations is projected to 
triple in 1997, increasing from JD 10,200 in 1996, to JD 32,400 in 
1997, and doubling again in 1998, increasing to JD 89,400. 

Non-recurring expenditures for start--up activities, training and 
overseas marketing are imperative in order to penetrate OECD 
markets and expand exports. Significant non-recurring expenditures 
are projected for the next three years, at JD 126,700 in 1992 and 
tapering off to JD 44,200 in 1994. Thereafter, non-recurring 
expenditures assume a more modest cash outlay, between JD 14,700 
and JD 9,600 through 1998. 

Donor funding will provide substantial support to YgTC over the 
next few years, covering operating losses through 1992-94. This 
support is critical to the program as JDTCts operating losses 
decline through 1995 with a positive cash flow from operations 
achieved in 1996. However, JDTCts current plan for capital 
expenditures will use slightly more cash than will be provided by 
operations and donor sources. The antount of cash shortfall after 
financing from donor sources also declines over the years 1992-96, 
attaining total sustainability in 1997. 

3 Rates of Return 

The internal rats of retu. 7 for the two historical years and the 
seven projected years for Punds from operations (FFO) , cash from 
operations (CFO) and cash from operations plus non-recurring 



* 
expenses (CFO+INV) are all negative due to the current high cost of 
goods eold, high operating expenses and lower sales volumoe 
expected in the start-up phase of JDTC. 

At present and through the next four years of operation JDTC: ie not 
self-sustainable unless it can improve its margins, raiee volume, 
and/or increase donor funding. This is a funding decioion to be 
made on the basis of JDTC's improving performance over time and a 
continuing evaluation of the value provided to the individual 
producers and their communities. 

The value of social benefits directly attributable to JDTC and the 
wages it pays employees and contractors is calculated at 439 for 
the years 1990-91 and 509 for the years 1992-98 of the cost of good 
sold. These benefits offset the internally generated negative cash 
flows of the first seven years of operations (two historical and 
five projected). Net present value of the cash stream of social 
benefits for the nine years of the projections is positive--JD 
886,000-- indicating a satisfactory return above the minimum 
expected rate of return of 8%. 

Wage earnings of JD 1,400,000 for the nine years will be passed to 
handicraft producers based on the projected sales of JD 3,400,000 
by 1998. The social benefit, calculated as the combination of 
direct wages and the social impact of wages (indirect) for the 
combined nine years of the cash flow projection is JD 2,416,600. 
This includes the impact from wages being respent in the wage- 
earners8 communities--the multiplier of 1.5X, and the impact of 
wages in a low-income community--the weighting of 1.5X. In the 
first two years of operations social benefits were JD 130,300. 
Projected social benefits are expected t a b o  a significantly large 
portion of the combined figure, or JD 2,286,300. This demonstratem 
that JDTC is just beginning to develop its marketing and technical 
consulting services as well as to provide significant directly 
attributable social impact. 

In addition to directly attributable social impact, JDTC is 
fulfilling a needed role, working to create export markets for 
Jordanian handicrafts. The fulfillment of this vision in the 
handicraft sector has wide significance to the targeted communities 
in terms of employment. Successful efforts by the JDTC can also 
include po~itive~public relations for Jordan through product-led 
image advertising. 

- The NHDP/JDTC is serving a valuable function as the key 
institution focusing on the dual P~nctions of international 
marketing and the improvement in design and production of 
Jordanian handicrafts. It has accomplished a great deal 



during its 3 1/2 year existencn. It now has a well-ataffod 
institution with the capability to design marketable producto 
and to orgcnize community-based groups to produce the 
handicrafts . 

- The YDTC has succeeded in accomplishing its goala of increaued 
employment and ineonre among low-income commdnities, 
particularly among women as well as contributing toward the 
development of women as wage-earners and decision-makers. It 
has nlsa made a significant start in preserving traditional 
craft techniques and stimulating appreciation for them among 
Jordanian people. As the market expands, production and 
employment will increase as well, thus achieving greater gains 
in the achievement of these goals. 

- The JDTC will need further assistance in develogling its export 
markets. This will require the variety of activities 
mentioned above in the section on marketing. Participation in 
a minimum of two and maximum of four trade shows per year 
should he budgeted for the next two years to sound out the 
market for Jordanian handicrafts and to develop iong-term 
relationships with buyers. 

- JDTC is working to create export markets for Jordanian 
handicrafts. The fulfillment of this vision in the handicraft 
sector has wide significance but the effects an foreign 
exchange would be negligible. The principal focus of the JDTC 
is to increase employment through the production of 
handicrafts. The development of handicraft exports is a 
factor in achieving that goal. 

- The long-term sustainability of the JDTC should be closely 
examined during future efforts to aqsist it. The evaluation 
team suggests that JDTC staff be given technical assistance to 
focus on this issue as part of any future technical assistance 
package. The recurring training costs caused by the 
development of new production centers will be a constant drain 
on income received from marketing commissions. It may be 
necessary to look for other sources of funds, such as fees for 
design and production assistance to groups which can afford 
them. Other local sources of long-term assistance for non- 
marketing activities such as training may also be necessary. 

t 

C.  Queen &&a Jordan S o c w  Welfare Fun$ 

The Queen Alia Jordan Social Welfare Fund (also known as the Queen 
Alia Fund - QAF) was established in 1977 as a non-profit 
organization with the purpose, as its name implies, of improving 
the social welfare of the people of Jordan and meeting the basic 
needs of the less fortunate members of society. The Chairperson is 
Her Royal Highness, .Princess Basma Bint Talal. Her Highness takes 



an active role in the operation of the QAF and the evaluation team 
we.3 fortunate to have tho opportunity to meet with her during the 
couzse of the evaluation to discuss the role of the QAF in the 
development of income generation activities in Jordan. 

~ccordincj to the 1989 Annual Report of the OAF and from interviews, 
the QAF has a number of activities focused on social development. 
These include the folLowing: 

Social Sewice Ce~ters (8 nain centera and 16 branches 
dispersed throughout the Kingdom) 
child Welfare Programs 
WomenPs WeiSare and Rehabilitation Programs 
Prodc,ztive Industries 
Rural Devglopment Programs 
Special Education Programs 
Seminars, Meetings and Workshops on Various Development 
Topics 
Participation in the Formation and Hosting of Meetings of 
National and International Organizations Devoted to 
Development 

The 1989 Annual Report states that "the Fund's work for the 
nineties will emphasize setting up and expanding productive 
industries, to help provide new job opportunities, especially for 
women, enabling them to contribute to their family's income and to 
help to assure a better future for their country." 

The National Ceramics Center (NCC) is project of the QAF and 
falls under the productive industries category of activities 
supported by the QAF. Begun in 1989, the objective of the program 
was to train underprivileged Jordanians in the art of pottery 
manufacturing and to turn that skill into commercial opportunities. 
The program was to creato jobu at the center itself and to provide 
tho opportunit.y for trained pottoro and artists to utart small 
manufacturing operations in rural areao. The NCC iu currently 
producing one-of-a-kind, traditional-deaign pieces and mass- 
produced tableware. It currently employs approximately 30 people. 

The PETRA Project provided NCC with a $450,000 grant in 1990 for 
technical assistance, training, administration and equipment. The 
majority of the funds ($308,700) will go towards the purchase of 
equipment to be installed in a new production facility currently 
under construction and funded through the IDB, with land donated by 
the Amman municipality. Operational costs of the center are 
covered by the QAF. 

The new center will cofitinue both types of production, but will 



, 
.- increase production of the mase-produced items in order to help to 

azhieve financial eustainability. The new facility and equipment 
will. help to I.mprove the quality of the mass-produced item in 
quantitiea that will permit sales to the local market at a lower 
price. With the new facility, management plane on an initial 
increase in commercinl production employment to 50 workers and, 
eventual.ly, due to increased production and sales, to 80. 

About 602 of current production is now mass-produced with molds. . 
It is anticipated that 80% of production in the now facility will 
be mass-produced commercial ceramics and 20% artistic ceramics. 
The cramped quarters in the current facility and the existing 
equipment limits production. The commercial pieces inspected by 
the evaluation team were of limited quality, but eerve a 
utilitarian need for tableware in the local market. The NCC also 
responds to a custom market in that they will cast replicas of 
pieces brought in by clients. The number of casted pieces per day 
is currently about 92. 

On the other hand, the artistic pieces have high quality designs 
and require extensive handwork. This is substantially responsible 
for their high costs. The NCC has one master potter and 23 workers 
of whom about 7 work in the artistic section and the others in the 
commercial section. Designs derive from traditional Jordanian 
desiqns and include Palestinian, Bedouin and Islamic patterns. 

The NCC was assisted by two consultants from UNIDO specializing in 
ceramics last year. 'He provided valuable advice on the improvement 
of production methods and other technical, aspects. 

A current constraint on costs is the need to import clay from 
Italy. Management hopes to gradually replace imported clay with 
local materials, if it can solve the benefication problems due to 
the high iron content of the local clay. 

Sales in 1991 were JD56,500, as compared to JD13,006 in 1989-90. 
Sales of commercial to artistic products were about 50/50. 

I 

The mass-produced ceramics compete favorably in the local market 
with popular, imported interior design and serving pieces. NCC 
claims that they can deliver to retailers essentially the same 
product that can be sold profitably for one third the price of an 
Italian item. Lower prico generates volume among middle income 
customers who appreciate the savings. The devaluation of the dinar 
has also helped NCC to compete with imported products. NCC markets 
directly from its show room in the center and through local 



wholesalers and retailers. 

The biggest local competitor with the mass-produced ceramics is 
Jordan Cerami.cn which is a joint-venture with tke Chinese. It was 
eetimated that Jordan Ceramics now controls about 60-708 of the 
domestic market. NCC expects their market share to go from lees 
thaa 5% to 101 as a result of the increasued production made 
posoible by the new factory. 

It is questionable that the mass--produced items would over be able 
to compete with items from other cs'rlntri~~, with lower labor costs. 

NCC marke?~ its artistic work locally through its showroom at the 
center and through outlets in major hotels. These hotels often ask 
the NCC to design specl.al logo pieces aa well. Chief competitors 
of artistic ceramics are imports from Morocco, ~unisia and Turkey. 
Because of the high labor content, the hand-thrown and hand-crafted 
artistic pieces have had to drop prices to contend with local 
demand. 

Cur~ent exports are minimal and rely mainly on a handful of agents 
who purchase items and ship them to regional markets in North 
Africa and the Gulf. In comparison with other high-quality 
artistic pieces from other regional competitors; the Jordanian 
pieces are considerably over-priced. The prospects for exports are 
dim unless prices can be lowered considerably. NCC management 
contends that the new facility will allow their products to compete 
price-wiee. 

The design coordinator has attended the Berlin tourist fair for the 
past two years with funding from GTZ. This does not appear to have 
resulted in any sales of any volume, however. 

The director of NCC is an industrial engineer and the head 
deeigner, a well-known Jordanian artist. Other staff include a 
registered public accountant and a salesperson. Twenty-six full- 
time workers comprise the production force of potters, kiln 
tenders, glazers and others. 

NCC has sent an employee to the U.S with PETRA funds to be trained 
in marketing. Another was also sent for training in mold-making. 
Normal training in production is on-the-job. 

Current management staff are capable, but is thin at the top. If 
the NCC is to grow, it will need to develop greater staffing depth. 
The two ataffpersons who were training in the U.S. during the 
evaluation team's visit are technical staff. The Kanager stated 
that he needs an assistant. An assistant would help to solve the 
management depth problem. The NCC should also be able to make good 
use of the remaining funds for technical assistance and training. 



(Please refer to the chart on the next page for the following 
financial analysis. This chart was designed to measure the 
financial. eustainability of the project and was based on historical 
financial data. Projections for future years was based on informed 
assumptions regarding sales and costs in conaultation with project 
management. An explanation of the financial analysirs model used is 
found in Annex 5. ) 

The National Ceramics Center (HCC) was established in 1989 and 
began its first full year of operations in 1990. It produces 
ceramics primarily for domestic sales. The majority of production 
is mass-produced, though a smaller percentage of output is artistic 
and competes with high quality imports. The bulk of output is 
designed to compete with imports and hence is fundamentally an 
import-substitution program. Accordingly, NCC8s success at 
replacing import sales will generate local jobs and save foreign 
exchange. 

NCC's first two years of operations are typical of a start-up 
venture, i.e., it generated cash losses from funds from operations. 
In both years the cost of goods produced and operating expenses 
exceeded total sales. Given management's inexperience with this 
type of financial analysis, they included operating costs in the 
costs of goods sold. Undoubtedly, they also included start-up 
costs in both categories, thus overstating operating expenses and 
costs of goods sold. Once volume increases and proper accounting 
practices are established, NCC should generate margins reflecting 
core operations that are used in the cash flow projections for 
future years--i.e., 30-403 for cost of ,goods sold and 202 for 
operating expenses. 

The initial capitalization of JD 450,000 from USAID has allowed NCC 
to cover growth in net working assets and leave significant cash 
accumulation for future years' needs. Cash accumulation at year- 
end 1991 of JD 371,000 will allow management to cover cash 
deficits, net working asset growth and non-recurring expenses 
through the projected years. If additional capitalization is 
required it would be needed in 1994-95, when cash accumulation 
reaches its lowest level of JD 33,000. 

2 )  Proiec;ions 
NCC management projects total sales to increase over 1002 in 1992 
and more modestly in 1993 at 242, as operations begin to run at 
fuller capacity. It will be important to verify management's 
ability to reduce true cost of goods sold during this period. 
Operating expenses will tend to run at a high level until the 
second phase of production expansion, planned for 1993-94, is 



NATl3NAL CERAMIC0 CnEMVER (NCC) 
ACSUMPTIONS: 26APRQ2 
M W U W  RATE 6% Dovrlopmrnt Rate 
COST OF CAPITAL 12% Lon0 Term Lrndlng Fhte 
MULTIPLIER 1 .M) Rlpplr EHro! of Eunlnga 
WEIOWnNO 1.60 Vdur of Ino~omo to Ulr Poor 

AMOUNTS IN JD '000 HIW. VALUES PROJECTION0 

SALES: 10W 1991 1092 18/93 l b M  1096 1986 1997 1998 
BEST CASE 0.0 0,O 150,O 180.0 240.0 472.1 710.7 923.9 1,000.0 

WORST CASE 0.0 0.0 100.0 130.0 160.0 300.0 460.0 686.0 760.6 
HEASONABLE 0.0 0.0 120.0 150.0 167.9 306.0 473.8 6160 800.7 

PROBABLE CASE 13.0 1 6  121.7 161.7 170.3 339.3 808.3 862.1 327.2 
% CHANOE 334.6% 116.3% 24.7% 12.3% 89.3% &0.1% 30.0% 24.996 

loo0 1961 1982 1003 1W4 1995 10@6 1007 lOQ8 
TOTAL SALES 19.0 56.5 121.7 161.7 170.3 339.3 W . 3  662.1 827.2 2,8618 
COST OF aOOD6 SOLD (24.8) (83.0) (44.4) (54.8) (61.3) (122.9 (183.3) (238.3) (297.8) 
DEPRECIATION MP. 0.0 0.0 0.0 0.0 0.0 0.0 0.9 0.0 Q.0 
OPERA (IN0 EXP. (7.e) (25.2) (24.0) (43.4) (146.2) (186.0) (221.2) (221.2) (106.4) ---- ------- -------------- --.. - -------.-------------------------------- ------ 
FUNDS Fn OPERATION (19.5) (61.7) 63.3 63.7 (30.2) 30.3 104.7 202.5 381.0 
CHANQE NWA (1.3) (e.6) (0.8) (4.5) (2.13) (26.4) (26.6) (22.9) (24.8) ........................ ------------.--------------------------------------- 
CASH FR OPERATIONS (20.8) (58.2) 43.5 49.2 (39.0) 4.9 79.2 170.6 339.2 ........................................................................... 
NON-RECURRING MP. 
CAPITAL EXPENDITURES 0.0 o!o (7.0) (274.4) (201.2) 0.0 0.0 0.0 0.0 (4es.e) 
------.---------------------------.----------------------------------------- 

FUNDIN0 WRCES: 1eOO 1901 1w2 1983 1994 1895 1W8 1997 1 M  
USAID 450.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
UND 0.0 0.0 0.0 43.5 43.5 0.0 0.0 0.0 0.0 
CID 0.0 0.0 0.0 3.5 3.5 0.0 0.0 0.0 0.0 

TOTAL FUNDlNO 450.0 0.0 3.0 47.0 47.0 0.0 0.0 0.0 0.0 544.0 

CAW AFTER flNANCE 429.2 (68.23 36.6 (178.3) (106.9 4.9 79.2 179.6 330.2 
CASH ACCUMUUTlON 4M.2 371.0 407.6 229.2 33.0 330 117.1 2W08 835.8 

WAOES(MRECT) 7.5 24.9 13.9 16.4 18.4 36.8 56.0 715 89.9 333.0 
SOCIAL IMPACT OF 5.6 18.7 10.0 12.3 13.8 27.5 41.3 53.6 67.0 249.7 
WAaEQflNDIREc7) 

CAW AFTER NRE & (7.79 (14.7) 5 9 .  (196.6) (211.0) 68.0 176.5 304.7 499.5 674.6 
SOCIAL BENEFITS 

RATIO& FFO N W 266.6 
(BASED ON YEARS FFO IRR 61% ' 
1 em- 1 ow) 

CFONW t 208.3 
CFO IRR 48.74% 

RETURN8 CALCULATED ON CASH FLOW 
ARER OPERATIONS 

RETURNS CALCULATED AFlER ADJ08TMENTS 
(CASH IN OR OUT) FOR N R  WGRKO ASSErS 

CFO + INV dPV (67.0) RETURN0 AFI'ER USIN0 CAQH FOR NEW OR EXPANDED 
CFO + INV NPV 3.00% PhOORAM8 ANWOR CAPITAL INVEST8MENT8 

BOCIAL N W  2W. 1 RWWO CALCULATED ON SOCIAL BEANEFTTO- -I.E., CABH FROM 
WAOE MULTIPLIER AND WEldMONO 

NOTE: FFO-FUNDS FROM OPERATIONS; CFO-CASH FROM OPERATIONS; 
NW-NET PRESENT VALUE; IRR-INTERNAL RATE OF R€WRN AND NRE-NON-RECURWNQ MKBENSE 



completud. 

The acquieition and inatallation of a new kiln and rel.ated 
processing facilities in 1993 will produce con side^-abls financial 
charigen far NCC. Non-recurrimg expense will increase subetantially 
in 1993, to YD 274,400, avd 1994, to JD 204,000, se a reuult of 
this major installation. Capital expenditures are budgeted to drop 
back near zero in the oubsequent years, 1995-90. 

Total sales will be significantly disrupted in 1994, as the kiln 
install;,ion will take several months to complete--disrupting 
production output. Once the installation is completed and now 
staff is properly trained, total sa1.e~ will increase 995 in 1995, 
and resume a more modest pattern of growth of 50% in 1996, 30% in 
1997 and 25% in 1998. 

Operating expenses will continue to be a large percentage of total 
sales through years 1992 to 1996, as management gears up expanded 
production facilities. This will entail training programs for new 
production staff, more support administration, and general set-up 
costs. Once the newly install-ed capacity is operational in 1994, 
operating expenses are expected to drop from a high of 85% of total. 
ealee (JD 145,200) in 1994, to an average of 20% of total sales by 
1998. 

Net working assets are projected to be a stable percentage of total 
sales throughout years 1992-1998. However, internally generated 
funds from operations will cover these costs for all projected 
years except 1994, when funds from operations drops, relative to 
continuing growth in net work.ng assets. This is due to the kiln 
installation. 

In summary, the initial donor funding, from USAID will cover 
operating deficits, cash costs from growth in net working assets 
and capital expenditures (non-recurring expenses) through 1993. 
Internally generated cash from operations will cover operating 
costs until for all projected years except 1994, when newly 
installed facilities and operations are geared up. 

Projections developed with management of NCC indicate that for the 
combined nine years (two historical and seven projected), it will 
generate a net plzesent value (NPV) for funds from operations (FFO) 
of JD 268,600. This indicates a satisfactory rate of return in 
excess of the minimum 12% assumed cost of capital. The internal 
rate of return (IRR) also shows an acceptable rate of return with 
a reinvestment rate of 61%. 

Cash from operations for the nine years also generate a positive 
net present value (NW),indicating overall cash capacity to cover 
growing short-term assets growth (net working assets). The net 



preaont value of cash from operationo (CPO) io JD 208,300 with an 
iritornal rate of' return sf 413.7%. 

Projected not pranont value (NPV) far cnoh after operations and 
nonrecurring expanses ie slightly negative duo to the squeeze on 
operating cash in 1994-95. lIowuvsr, the net present val.ue 9e 
relatively cloee to zoro, indicating a diacount of only elightly 
lea6 than 128. NCC will require additional funding to be able to 
generate a poaitivo net pre~ent value. 

Direct wages to employees ia 302 of the cost of goode mold. This 
ratio ie the baeie for the projected ratoe as well. Direct wagee 
grow from a modest JD 7,500 in the first full year of operations 
(1990) to JD 24,900 in 1991. With conservative sales growth 
assumptions, direct wages to employees over the nine years, will be 
JD 333,000. Of that total amount, JD 305,180 will be generated in 
the projected seven years. 

The social benefit, calculated as the combination of direct wages 
and the social. :i.mpact of wages (indirect) for the comhined nine 
years of the cash .: ' -w projection is JD 582,700. This includes the 
impact from wages b e ~ . i ~  respent in the wage-oarnerso communities-- 
the multiplier of 1.5X, and the impact of wages in a low-income 
community--the weighting of 1.5X. In the first two years of 
operations social benefits were JD 56,700. Projected social 
benefits are expected to be JD 526,000, indicating that NCIC i s  just 
beginning to develop both its production capacity and its ability 
to provide social benefits to the targeted communities. 

- It is clear that the NCC is still. &ry much in the start-up 
phase of business. Sales are still relatively low and the NCC 
has not yet developed the marketing sophistication and 
business acumen observed in the SC or JDTC projects. It is on 
the right track, however, and the new plant and equipment ?till 
help it to mover faster toward its business goals. 

- Although NCC has already demonstrated good business instincts, 
it needs to take a more disciplined approach to the 
organizational aspects of enterprise and how it all fits into 
a coherent, whole. A thorough analysis would simulate 
alternative scenarios for determining the effects on margine 
and cashflow of various combinations of hiring, and personnel, 
purchasing and supplier relations, product life-cycle pricing, 
scheduling and manufacture, inventory policy, promotion, 
marketing and distribution, and client relations. Further 
technical assistance on business planning and market strategy 
would be helpful. Assistance from the JDTC might be 
appropriate to accomplish these tasks. 



- Production couta for tho nrtiatic piocau naad to bo loworod, 
either through raduction in quality of tho piocan or through 
the implomontation of cost-cutting maaaurss to lowor 
production coota. Tho move to tha now facility ahouEd help. 

- Data collection ahould bo improved. TQ bo abla to analyze 
information and make docieions baeed on reliable facte, NCC 
ehould make eure that its upgrading from manual to 
computerized accounting be the firat priority after khe new 
computer is installed. The Director stated that he intends to 
install a new eyatom when NCC movaa into the now production 
facility. 

D. a1 W o n  ~f Vo&,ax&amr Societies (GUVSl 

a- v and Deacrbt: on of Activita 

The General Union of Voluntary societies has been operating i~ 
Jordan since 19511. G W S  is a social development orgnni; ation which 
is designed to address many social development iseuee in the: 
country. Where the other major PVOe funded by PETRA have 
concentrated on running busineeses to achieve their aocial welfare 
goals, G W S  operates as an apex organization to channel money and 
training out to some 680 community organizations and local PVOs a11 
over the country. An annual suk~sidy of JD 600 - 10,000 ie provided 
to each local voluntary soziety, according to agreed-upan trite.:-ia 
reflecting the magnitude of services rendered to the community by 
each sociaty. It also supports us to 605 of any project upon the 
approval of GWS. G W S  is organized into 7 major departments, one 
of which, the National Lottery, provides its primary source ~.,f 
revenue. 1991 operating revenues were JD 1.77 million. Of those 
revenuee, slightly over JD .5 million was paid in direct subsidies 
to local societies and about JD 1 million funded social projects. 

In general, G W S  funnels its funds to other organizations. 
Although G W S  may initiate and direct specific projects, it turns 
theme a-rer to local societies to run, when they are operational. 
As an umbrella organization it provides training for the staff and 
volunteers of these organizations, most of which are community- 
baeed. 

b. u- 
Types of handicraft production (see table below) include cottage 
industries such as making traditional clothes, woven rugs, carved 
wooden objects, knitting, household utensils and ornaments. As 
found in many traditional, charity-oriented PVO's, integration of 
production with marketing has not been effectively developed. 
Design, production technology and marketing need to be available to 



GUVB and to the voluntary aocietiee which work ad the grass-roota L 

level. 

An exocutiva council of fourteen elected member8 Prom tho Uniun'a 
General Aoeembly repreeent the member organizations. The 
Admfnietrative Board comprised of tho Breeident, the Vice- 
President, the Secretary and the Trenaurer make the day to day 
decisions. A paid staff sf forty-eeven run the sevan departmonte 
which include: finance and admfniotration, social cooperation 
campaign, charitable piaster, the charitable lottery, eocial 
studies G research, central information, and engineering. The 
lottery, charitable piaster, and social cooperation are all 
innovative, fundraising strategies. 

According to management, GWS, executive council recently 
introduced an amendment t,o its bylaws to enable GUVS to execute 
small profit-making projects directly or through local voluntary 
societies. This action was taken in response to the government's 
decision to give NGOs an active role in efforts to increase 
employment and will come into force in April upon the approval of 
the General Conference of GWS. The nature of a few of the sub- 
projects a: described by management, such as the purchase of a cow, 
do not fall under the enterprise development concept as originally 
envisioned by PETRA designxa. On the other hand, G W S  has been 
widely acclaimed for its efforts to deal. with broad social 
development issues in Jordan. According to its President, GWS 
recently won the @#Partners in Development Award for 1991n1, an 
international award for projects to aid the handicapped. 

do Einancial_Analvs_ia 

The accounting information received by <he evaluation t ~ a a m  from 
G W S  in reference to PETRA funds was limited. The principal 
document received from management when the team visited G W S  to 
review financial data was a three page sheet entitled fifiUSAID 
Projects 1989-1991. @I This document listed 46 projects. The table 
below analyzes that data and can be considered a sample. 

Types of G W S  sub-projects: 1989-1991. 



If the evaluation team had had more time, a return visit to GWS 
might have produced more complete information. However, a mid-term 
evaluatiorr of GWS was performed by consultants to USAID in 1990 
which reviewed GWS program in detail, including their record- 
keeping system, and thie eva:Luation team relied on that document. 
That doc;ament should be reviewed by persona aeekisrg more 
information on GWS accounting procedures. 

The evaluation team was informed that G W S  has funded about 74 aub- 
projects with PETRA funds to date. Of those, 46 were classified as 
small, income-generating projects. The rest were projects to 
establish or upgrade kindergartens and workshops for training of 
women. 

GWS revenues declined slightly over 1990 and 1991 due to the Gulf 
Crisis. GWS has stable sources of revenue apart from donor aid. 
Furthermore, the President stated that GWS operates with an 
outstandingly low administrative ratio (4%) due to a high level of 
volunteer participation. As a traditional PVO, then, compared to 
its peers, GWS operates very ~fficiently. This strengthens  it^ 
financial flexibility and sust~. -nability. 

The social benefits of GWS are equal to the money it puts in the 
field (96% of its budget) times the combined multiplier-weighting 
used to estimate indirect and intangible hensfits for W O s  in thia 
evaluation. For the USAID grant to GWS, then, it would be: 

assuming the beneficiaries spent all the project monies in the 
local communities. For GWS as a whole, in 1991's budget alone: 

JD 1,34m x 1.75 = JD 2.35 million. 

- G W S  has tremendous outreach through its member societies and 
can respond to the needs of traditional charitable 
organizations in communities around the country. Based upon 
limited observation and the mid-term evaluation comments, 
there is no reason to believe that GWS does not do its job 
well. It would therefore be in GWS interest to disclose and 
present its financial data in a clearer way so that outsiders 



could appreciate their good work more fully. Por example, t l n ~  
colLection of eub-project data as specified by the mid-tern 
evaluation was not evident in the filaa the team examined. 
This data would assist analysta to maasure outeomee and 
impact. 

- Management assistance to G W S  might be considared to help thgm 
better organize and implement their income generation programe 
and related financial data eyatsme. 

- G W S  is a likely candidate for JDTC assintance in deeigrl and 
marketing of handicrafto produced by their income generqting 
projects. With its resources, it should be a b l ~  to help J M ' C  
offset the costs of training and marketing. 


