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EXECUTIVE SUMMARY

The Trade and Investment Services (TIS) Program was an experimental pilot
effort to identify and test new services and techniques by which the International
Executive Service Corporation (IESC) voiunteer executive network’s access to the
U.S. business community (about 12,000 volunteer executives [VEs] are in the IESC
database) could be inexpensively employed to perform additional tasks that would
serve the Agency for International Development (AID) program objectives.

The Private Enterprise Bureau of AID (AID/PRE) provided $2,840,000 over a
three and a half year period to partially fund TIS programs in 10 countries. AID
Missions in four countries that were not part of the PRE pilot effort, have funded
additional programs. Total funding for TIS activities amounts to approximately $11.2
million, including funding for Eastern and Central Europe. These programs all draw
from earlier lessons learned to facilitate private sector development for export
promotion, technology transfer/ upgrading and investment promotion by utilizing
international business linkages with U.S. firms.

The major findings and conclusions from this review can be summarized as
follows:

1. The TIS Program Has Been a Worthwhile Experiment

The project clearly was a worthwhile experiment in terms of lessons learned,
both in terms of what works and what does not work. Although the actual
transactions produced by TIS programs represent important accomplishments, it is the
lessons learned that provide the principal rationale for the effort. The cost
effectiveness of different pilot approaches to TIS programs should now lead AID and
IESC to better utilization of resources, as the lessons learned provide guidance for
future project design and management structuring. This report highlights the areas
that account for successful functions within the TIS portfolio, and provides
observations to explain why certain probiems impeded greater progress.

Perhaps the most important accomplishment, and mark of success of the effort,
is the change being instituted by IESC to incorporate TIS into its TA program to
produce Multiple Business Services, whereby its network of VEs is utilized to provide
many additional services needed by the private sector in AID client countries.

Another indicator of success is the fact that USAID missions have provided
funding in 10 countries. In two countries --Morocco and Sri Lanka-- USAID funding
covers almost 100% of the TIS operating costs. This shows that the PRE funding of
TIS "seed” projects has started to take root and germinate, and has successfully met
its original purpose as an experiment.



However, given the experimental nature of the effort, it would have been
helpful if greater attention had been given to the establishment, by IESC, of better
monitoring and reporting systems, so that the impacts of individual country
experiments could have been tracked with greater precision. It is important that TIS
managers clearly define objectives, the clients being served, and benchmarks by
which the program can be monitored and measured.

2. Given Time and Strong In-Country Management, TIS Programs Can
Generate Transactions and Be Cost-Effective

In terms of rating the degree of success, and therefore the suitability of the TIS
design and management structure, of the eight country programs examined in detail
by this evaluation team, we conclude as follows:

Group A -- High Impact/Full Attribution (Morocco)

Group B -- High Impact/Uncertain or Shared Attribution (Guatemala,
Dominican Republic)

Group C -- No Impact/Shows Promising Potential {Sri Lanka, Indonesia)

Group D -- No Impact/Start-Up Problems (Portugal, Turkey)

Group E -- No Quantified Impact/Project No Longer Funded (Egypt)

The programs that have been in operation the longest (i.e. for more than two
years) have all generated results. |IESC claims that the Morocco, Guatemala and
Dominican Republic programs have generated nearly $20 million in exports, more than
4,000 in jobs and more than 80 transactions (e.g. cooperative agreements--marketing,
franchise, licensing arrangements). These claims assume 100% attribution for all
IESC-related efforts that take place in country. Such a high level of attribution is
possible in the case of the Morocco program where the TIS project is separated from
the traditional IESC volunteer technical assistance program. In the Guatemala and
D.R. programs, however, it is possible that some of the transactions wouid have taken
place without the TIS program. Adjusted figures for these programs would reduce the
overall impact for the three programs to about $12.2 million in new exports and about
790 new jobs.

Using the adjusted impact figures, the cost-effectiveness of these three
programs is competitive with other successful promotion programs. The average
export dollar generated per program dollar expended is about $5.2. The average cost
per job generated is $1,320.

The other programs in the TIS portfolio are either still too new to have
generated any results (less than 10 months in Sri Lanka or Indonesia) and will also
require a change in design (Turkey and Portugal).



3. The Formula for Success Depends on Strong In-Country Management,
Proactive Marketing and Clear Objectives

It is essential that a TIS program develop a "suspension bridge™ project
structure in which there is a strong project director located in the client country,
supported by a support staff both in-country and in Stamford that takes direction from
him/her. The TIS program needs to be managed by a project director that has a sense
for deal making, and operates the project like a for-profit enterprise.

The TIS program needs to be transaction oriented and have reasonable and well
understood targets for export promotion, technology acquisition, cooperative venture
linkages (or any combination of these). TIS should focus on these objectives and not
get overly involved in equity or institutional development objectives. TIS should try
and operate independently of local institutions in LDCs and maintain a relationship to
them based on the wholesale subcontracting of services.

Successful TIS programs develop a marketing strategy which is proactive and
focuses on the most promising product sectors and companies in a country. To the
greatest extent possible, TIS needs to distinguish "winners” from "losers” and focus
on healthy small and medium-sized firms that would not seek out partners on their
own. TIS clients are typically reactive and require hands-on consulting and
assistance.

4. TIS Programs Are Resource Intensive

The original premise of the TIS program was that it could provide services in
an inexpensive, but highly leveraged manner. The concept of leveraging the IESC VE
network is sound. But in order to do so, there need to be sufficient additional
resources both in-country and in the U.S. to make effective use of the VE network.

TIS clientele (small and medium-sized firms) require significant assistance. TIS
needs to be sufficiently funded in order to develop a critical mass of services. A
variety of services are required to make exports and investments happen. Funding
needs to guarantee an in-country officer and an ability to provide technical assistance,
market studies, paid local, U.S. or foreign consultants and matching grants.

There are trade-offs that come with providing sufficient levels of funding for TIS
programs. Along with higher in-country costs comes the need to generate quick
results. Political and USAID budgetary factors could undermine any TIS program that
does not clearly define its mission vis a vis other programs and demonstrate that it
plays a key role in generating transactions in a cost-effective manner. Higher costs
are easy to document and can become red flags; higher benefits are more difficult to
assess. TIS managers need to pay attention to both.




5. Sustainability Is Difficult, Inappropriate and Is Not Possible in the Short
Term

it is unlikely that any of the TIS programs will become self-sustainable over the
next 2-3 years nor should they be expected to reach self-sustainability. To date, none
of the TIS programs has generated cash reflows through fees which could help cover
some of the operating costs.

In the case of the Advanced Developing Country (ADCs) programs it is laudable
that the TIS programs in Turkey and Portugal try to charge success fees (1% fee on
total investment). These fees help to discriminate among its membership base--only
providing services to those that are willing to pay. Since AID is unable to finance the
in-country costs, fees will be needed to sustain the in-country element of the
suspension bridge.

in the case of the Less Developed Countries (LDCs), it is questionable whether
sustainability should be an objective. As TIS programs seek out clients that are able
to pay, the program could shift from a "developmental” orientation in which small and
medium-sized firms are targeted to a "commercial™ orientation in which large firms are
serviced. This shift, if not carefully monitored by AID, could result in the TIS program
competing unfairly with other private sector suppliers.

6. Future Success Will Depend on Adequate Management Systems

It would appear that the lessons learned from the TIS experiments are clear.
It now remains to be seen whether IESC and AID have the will to apply these lessons.
We anticipate that the next 2 to 3 years will be a transition as IESC incorporates TIS
into its traditional TA operations. This transitional period will require that senior
management in IESC and TIS put in place adequate management systems to assure
that Stamford management of TIS programs does not suffer, particularly with regard
to quality control of market research (e.g., ABLE Studies) and in-country and U.S.
communication and implementation procedures.

Conflicts between standard AID regulations and innovative TIS approzches to
promote private sector business linkages (such as the Sri Lanka matching grants
activity) should be resolved by AID. Annex C to this report contains copies of
documents prepared by USAID Sri Lanka, which may be used as a8 model to resolve
similar conflicts in the future.



1. INTRODUCT!ON

The TIS Program was the first comprehensive experimental pilot effort by
AID/PRE to identify and test new services and techniques by which the IESC VE
network’s access to the U.S. business community could be inexpensively employed
to perform additional tasks that would serve AID program objectives. While a number
of USAID Missions and AID Regional Bureaus had earlier made attempts to initiate
activities along these lines, (e.g., the LA Bureau and the Joint Venture Feasibility
Fund), the formal origin of the TIS program sponsored by AID’s Bureau for Private
Enterprise (and the subject of this mid-term evaluation) was the Cooperative
Agreement dated September 26, 1988 between IESC and AID.

The Cooperative Agreement called for IESC to undertake "... a series of
industrial development programs with an estimated five developing countries ..." to,
(a) study the local business sector and develop specific business sector strategies; (b)
develop Sector Investment Promotion (SIP) plans to market venture opportunities; (c)
explore joint venture project opportunities with U.S. companies; (d) bring interested
parties together and (e) provide needed TA to the co-ventures.

This initial agreement, which has been expanded and extended over time, has
provided IESC with funding for TiS activities by AID/PRE totaling $2,840,000 as of
August 1992. Ten USAID Missions have provided additional funding to pay for TIS
activities totaling $6,330,000, with substantially more funding now being
programmed, particularly in Indonesia, Morocco and Sri Lanka. In all, AID has provided
about $11.2 million to IESC for TIS type programs. As the agreement became
extended, the TIS activities were modified and expanded, as was I|ESC's
organizational and staffing structure, based on the experience of the earlier program
efforts.

1.1 Review of Scope of Work

The purpose ot this mid-term evaluation is to the assess impact and the
effectiveness of the Trade and Investment Services Project (TIS). The evaluation
assesses the overall impact of the TIS program over the past three years and reviews
the institutiona! ability of the contractor, the International Executive Service Corps
{IESC), in managing the project (see Annex A for a copy of the Scope of Work).

The study looks at all of the TIS operations, but pays particular attention to
programs, through field trips, in Turkey, Portugal, Sri Lanka, Indonesia and
Guatemala. The program in Morocco was not visited since a detailed evaluation had
been completed in January of 1992. Also, the Dominican Republic had an evaluation
completed in 1990. Most of the conclusions in the study focus on these seven




programs. All the other programs were not targeted for field trips because of one of
the following reasons: a) the countries do not yet or only recently have field office
staff assigned (Jordan, Mexico, Ecuador and Tunisia), b) the program expired (Egypt)
or, c) the program is funded by other branches of AID (Central and Eastern Eurcpe).
These country programs were reviewed by the team as part of an overall review of
the home office operations out of Stamford, Connecticut. Where appropriate the
study also refers to any !essons learned from these other TIS programs.

The evaluation looks at both past accomplishments as well as future issues.
Much of the analysis examines the conceptual design of the project and issues arising
from the implementation of the program. Besides a retrospective analysis, the
evaluation also provides recommendations for possible changes in IESC’s approaches
and methodologies that might be adopted to improve the future effectiveness of the
program.

In particular, the evaluation looks at the following areas: the economic impact
of the program in terms of exports, investments and jobs generated; the management
systems of the program, including methodologies and procedures for marketing TIS
services, targeting beneficiaries, providing follow-up services; and the overall cost-
effectiveness of the program (e.g. cost per job generated and exports generated).

The evaluation also provides general conclusions and recommendations for
improving the future performance of TIS activities. Particular areas of analysis include
the organizational structure and relationship between the TIS home office and field
offices; the management information systems employed; the future sustainability of
the program and the program'’s ability to coordinate its activities with the traditional
IESC technical assistance program.

1.2 Work Methodology

The evaluation team consisted of a team leader and an expert in export
promotion and private sector development. The team examined the operations of the
TIS project both in the field as well as in the IESC headquarters in Stamford,
Connecticut. A total of six person-weeks (approximately one week in each country)
was spent in the field. In addition, the team spent 3 days at the IESC home office
interviewing project officers at the outset of the project as well as a 1 day debriefing
senior management on the findings from the field visits.

For the review of field office operations, the evaluation team traveled to
Portugal, Turkey, Guatemala, Sri Lanka and Indonesia. These countries were targeted
for visits since they have the most operational programs in the IESC portfolio (11
countries in total, not including Central and Eastern Europe and the countries of the
Commonwealth of Independent States--CIS). In each of these countries the team
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talked to assisted firms, TIS officers, USAID personnel as well as other consultants
and organizations involved in trade and investment (see Annex B for a list of persons
contacted). A total of 25 firms were interviewed in-country. In addition, the team
interviewed U.S. firms that had been contacted by TIS staff in the U.S.

In each of these visits the team asked a series of questions regarding the
program’s strategic orientation, management procedures and client perceptions on the
quality of services received.

The evaluation team used similar questions both for its field visits and
conversations with TIS officers in the home office. Besides these discussions, the
team also talked with evaluators that had recently reviewed programs in Morocco and
the Dominican Republic.

1.3 Structure of the Report

This mid-term evaluation is divided into five main sections. Section 2 (following
this introduction) provides an overview on the conceptual design of the TIS program.
It examines the cobjectives, components and marketing strategies of different TIS
models. Section 3 then looks at differences among the TIS models in terms of
implementation procedures and management effectiveness. Section 4 then looks at
the overall impact and cost-effectiveness of the TIS program. Section 5 presents
findings on future issues that could greatly affect the effectiveness of the TIS
program. These are organized around four broad subjects--1) integration of TIS
activities with IESC, 2) funding requirements, 3) sustainability and 4) monitoring and
attribution of TIS activities. Finally, Section 6 presents key findings and conclusions.

Annex C provides model documentation by USAID Sri Lanka to exempt the
matching grants activity from certain AID standard regulations so that it may operate
effectively.

Annex D (separately bound) provides detailed assessments of the five countries
visited by this evaluation team (Portugal, Turkey, Guatemala, Indonesia and Sri Lanka)
plus the two countries (Morocco and Dominican Republic) that have recently been the
subject of independent evaluations. Annex D also provides brief overviews of other
TIS programs (Belize, Ecuador, Egypt, Jordan, Tunisia and Yemen). In addition, Annex
D also describes the program for Central and Eastern Europe, managed by IESC.




2. DESIGN ISSUES OF TiS ACTIVITIES
2.1 Background, Description, and Program purpose

The IESC Trade and Investment Services (TIS) activities had their origins in the
efforts of AID and IESC to find cost-effective ways to employ the resources of the
U.S. private sector to serve the objectives of the U.S. international economic
assistance programs for less developed nations.

Since 1964, IESC had been providing one-on-one assistance to private
companies in AID client countries through the employment of U.S. retired Volunteer
Executives (VEs) who would visit the local firm and provide technical assistance (TA)
for up to three months. As a result, a large netvsork of VEs had been evolved (more
than 12,000 maintained on a current basis) while only 600 individual overseas TA
programs per year could utilize this network. Moreover, it was found that the VEs
who completed these assignments would often perform follow-up work with the local
firm by putting them in touch with U.S. equipment suppliers, marketing agents or
other U.S contacts that had a potential interest to co-venture with the local firm, to
the benefit of both parties. This incidental bi-product of the program was thought to
have significant value.

The TIS Program was an experimental pilot effort to identify and test new
services and techniques by which the IESC VE network’s access to the U.S. business
community could be inexpensively employed to perform additional tasks that would
serve AID program objectives. Since its inception a little more than three and a half
years ago, the TIS activities have been continually modified and expanded as has
IESC’s organizational and staffing structure, to take advantage of the experience of
the earlier program efforts.

Since the TIS program was initiated in September 1988, about $11.2 million
dollars have been expended by PRE/Washington ($2.84 million), USAID missions
($6.33 rnillion), the European Bureau of AID ($2.0 million), core grant and client
contributions ($30,000) and in-country Chambers of Commerce ($0.7 million). Table
1, "Funding Summary" provides a detailed breakdown of TIS costs by funding source.

In October 1990 AID’s Bureau for Central and Eastern Europe, drawing on the
experience of the PRE/TIS experiment and the regular TA program, provided funding
to IESC to establish programs in Hungary, Czechoslovakia, Poland and Yugoslavia.
By early 1991 Albania, Rumania and Bulgaria were added; and these were followed
by programs in the Baltic nations of Latvia, Lithuania and Estonia. All of these
programs included TA as well as Trade and Investment Services. To a large extent,
the program design, and the staffing structure to implement it, paralleled that of the
TIS program. (See Annex D for a more detailed description of the Eastern European
program.)




FUNDING SUMMARY - Total Funds Received May, 1987-March, 1992

IESC TRADE AND INVESTMENT SERVICES

Bel | DR [{Ecual Eqgy | Guat] Jor | Mex | Mor | Fort| SnL ] Tun | Turk | Yem.

START DATE: || sept | moav || Nov.] Dec. | mar | Mar | M | Aug | suy | durne | Nov. | nwr. | Dec.

‘87 07 ‘91 ‘88 90 ‘92 92 ‘87 91 ‘91 ‘9 ‘90 ‘88

REVENUE Source

AID/PRE/IBD o] o 9s] 234] 286] o] 128 195] 333 o] 8a] aa1] t1e6

IESC CORE GRANT/PRE 0 oo o o o o o o o 5] o o

*AID/EUR 0 of o o o o o o o o o o

CLUENT o o o o o o o o o o 1sf of o

**USAID ass| 392 533| soo| 280 ste| o|1s00] ofz000] 89| of 35

¢ ** ADC{ Chamber/Assoc) 0 0 0 0 0 0 0] 220 0 O] 508 0
TOTAL REVENUES a8s| 392| 28] 734l 566] sie] 128] 1695|553 2000}:203] 949|:201}:10i}:

. " C&EE's, EUR revenues have been estimated because they are part of a blended IESC
i MBS program.

' **USAID revenues have been estimated for Guatemala and Morocco where TIS is also

' part of MBS blended program.

. ***Turkey, Portugal, and Mexico, local associations pay all local office costs. Actual
i financials are not reported to IESC. Numbers used are those budgeted in original
! proposal.

|New MBS grants with large TIS components are currently being negotiatied in Morocco

and Indonesia. It is expected that these programs will add about $16 million in USAID
revenues for IESC programming.




2.2 Individual Country TIS Program Assessments

As mentioned in Section 1, this evaluation focuses on the five countries visited
by the evaluation team (Portugal, Turkey, Guatemala, Indonesia and Sri Lanka) plus
the two countries (Morocco and Dominican Republic) that have recently been the
subject of independent evaluations.

Through each of these programs IESC has developed and tested, through the
TIS programs, a broad range of products that augment its traditional program focus
of providing one-on-one technical assistance to firms in developing countries. These
products utilize the VE in the U.S. and in the developing country. Key services
provided by each TIS program to varying degrees include:

-- Sector surveys to diagnose firm specific problems requiring TA and to
identify L. tential coventure partners;

-- Searches in the U.S. to find technology, marketing channels and other
partners for specific coventure opportunities;

-- ABLE (American Business Linkages Enterprise) and other market research
services (e.g. Quick Business Information --QBls-- abbreviated market
research services, consisting typically of less than five hours of research
time)

-- Operation of a "matching grants” funding program;

-- Technical Assistance to improve the productivity of local firms, as a
prelude to the development of an international business linkage;

Fundamentally, all TIS services utilize the IESC’s management structure and VE
network, supplemented by such other resources as may from time to time be needed,
to access the U.S. private business community to search for information and contacts
that might serve a useful purpose for a client firm in a developing country. These
resources are also used to perform TIS marketing tasks in developing countries, such
as sector surveys, to diagnose technical problems of potential clients, proscribe TA
and/or identify those firms that could benefit from a coventure with U.S. firms.

The ABLE program, a self supporting operation within IESC, offers LDC clients
an information search service, usually involving 40 hours of profassional work by paid
researchers, but utilizing the IESC VE network for information leads, to locate
equipment sourcing, marketing information and contacts, potential coventure partners,
etc. Cost to the client of such a study runs $1,900 if it can be completed within 40
hours. AID offers to fund a portion of the client cost, as a subsidy. The AID Eastern
Europe program pays 75% of the ABLE cost. In 1991, total AID subsidy of the ABLE
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program came to $133,000 or about 40% of the total ABLE revenues taken in by
IESC. The QBI service is a brief and inexpensive search on a specific subject, priced
at $50 per hour of research time.

IESC also has taken on management responsibility for the TIPS project in Sri
Lanka, in which it operates the matching grants program for USAID. See section
2.3.1 below. '

The differences between programs does not lie so much in the mix of services
included in the design but in the overall objectives and marketing approaches.
Specifically, an assessment of similarities and differences in the design of country
programs can be broken intc broad subject areas: program objectives and targets,
program components and delivery system and marketing strategies. Table 2
"Structure of TIS Programs” provides a comparison of key elements of these seven
country programs to facilitate the reader’s understanding of our discussion of findings.
The first three sections of the table "Objectives”, "Implementation” and
"Strategic/Marketing Orientation” are covered in sections 2.3, 2.4 and 2.5 below.
For issues covering management see section 3.

2.3 Program Objectives and Targets

It is almost universally true that TIS programs have, as one of their objectives,
to targeting of scrvices towards small and medium scale firms in the host country.
Firms in the large scale sector rarely are clients of TIS.

There is also a near universal primary emphasis on transactions (e.g. joint
ventures with equity, cooperative ventures through marketing agreements, licensing,
technology transfer). Some TIS programs also include institution strengthening, or at
least linkage with local promotion institutions to allow these institutions to avail
themselves of the IESC network of U.S. Volunteer Executives to access U.S. industry
and technology.

According to TIS marketing materials, the TIS portfolio of proiects falls into
three type of models:

Less Developed Country Model (LDC) (Guatemala, Dominican Republic, Sri
Lanka and Morocco) -- These programs focus on investment and export
promotion. Primary emphasis is on promoting transactions, but some
strengthening of other institutions involved in trade and investment are
sometimes included in these programs.

Advanced Developing Countries Model (ADC) (Portugal and Turkey) -- These
programs focus exclusively on investment promotion. They do not, nor are
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TABLE 2
STRUCTURE OF Tt8 PROGRAMS
: Advanced Developing Country
Less Developed Country Models (LDC) Model (ADC) FastTrack
Sei Dom.
Moroooco Lanka Guat. Rep. Port. Turkey Indon,
(8/89) © () (3/80) (/87 am) (3/80) ®m1)
A OBJECTIVES (1=Primary, 2=Secondary, 3=Tertiary)
1. Growth ve.Equity Growth Growth Growth Growth Growth Growth Growth
2. Primary Transaction Objectives 2
(1=Primary, 2=Secondary, I=Tertiary) .
= =Trade/Export Promotion 1 2
= —investment/Joint Ventures 2 1 1 1 1 1
= =Technology Trunsfer 1
~—~Coventures/New Marketing Channels 3 1
3. Job Creation 1200 1,200
4. Insthutional Development 3
B. IMPLEMENTATION
1. Operational Structure Two~Pier Two —Pier Two —Pier Two-Pier Two-~Pler Two-Pier One-Sided
2. Dependence on Local insthutions None None None Yee/$ Yes/Operation Yes/Operation Yes/Consultar
3. Locus of Decision — Making Local Local Local Local U.8/Local U.8/Local us.
4. Services Oftered .
--TA No No Yes Yes No No No
~=ABLE Yes Yes Yes Yes No No No
——VEs in Country Yes Yes Yes Yes Limked Yes Yes
-~VEs inUS. Yeos Yoo Yes Yes Yes Yeos Yes
=~ =Non ~|ESC Paid Consutants No Yes No No No No No
~ =Non ~|ESC Trading Associstes/Others Yes Possible No No No No No
— —Matching Grants No Yoo No No No No No
5. intogration IS w/ TA Possible Possible Yes Yes No to Possibie
C. STRATEGIC/MARKETING ORIENTATION
1. Marketing Orientation Proactive Proactive Reactive Proactive  Reactive Reactive Proactive
2. Target Group Focus Narrow Narrow Wide Very Narrow Wide Wide Narrow
3. In-Country Muketing Targeted Demand Driver/ General Targeted  Genecal General Targeted
Targeted
4. U.S. Marketing Local Lead  Local Lead General/ Gene.\,ido Local Lead Local Lead Local Lead
D. MANAGEMENT e
1. Clarity of Objectives/Priorities High High Medium High Low Low High
2. Communication: U.S.— -Country High Medium Medium Medium Low Low Low
3. Monitoring & Regorting Medium High Medium Medium Low Low Low

Source: IESC Reports and Field Surveys 4/92
Notes: * Connotes date of stait—up in Stamford, Connectictt

** Since mid— 1991, IESC management for Portugal and Turkey has improved.




they supposed to focus on promoting exports of Portuguese or Turkish
products to the U.S. They only concentrate on transactions, with no resources
directed towards institutional development.

Fast Track Pilot Program (Indonesia) -- This currently only operates in Indonesia.
Similar to the ADC model, it too only focuses on investment promotion (U.S.
to Indonesia). It serves as a pilot program. While it serves initially as a "stand
alone” project, the longer term rationale is to demonstrate, to the USAID
Mission, the value of employing IESC resources for trade and investment
promotion programs.

Below is a summary on some of the specific areas in which these programs are
similar and different in design.

2.3.1 Less Developed Country Programs
Morocco

The stated primary objective of the Morocco TIS program was to assist in
facilitating exports into the North American markets. A second objective was to
generate joint ventures between U.S. and Moroccan firms. Both objectives were
precisely quantified; $6 to $8 million in exports and two joint ventures by 1991, the
end of the program. The program was set up to operate independent of local
institutions, with no requirement for local institution strengthening; it was purely
transaction oriented. it succeeded in achievingits export targets and seemed close to
achieving its investment target at the time of the independent evaluation in January
1992.

Guatemala and Dominican Republic

The programs for D.R. and Guatemala, were precisely and exclusively targeted
at promotion of joint ventures and coventures between local and U.S. firms. No
mention is made of expcrt promotion targets. The targets for Guatemala and D.R.
were described in terms of venture creation and employment generation. In the D.R.
the objective was to organize activities in 6-8 sectors leading to eight completed
cooperative ventures per year over the two year program which would create a total
of 1,200 jobs. In Guatemala the objectives in conjunction with the traditional
technical assistance program were manifold: 4,500 new jobs, 16 joint ventures, 25
ABLE projects, $450,000 in new investment and 150 technical assistance (TA)
projects.

Besides these transaction oriented objectives, both programs had institutional
strengthening or coordination objectives. The terms of reference for the Dominican
Republic’s TIS program speak of "establishment of industry specific trade and
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investment networks..." to develop such cooperative ventures and to "...complement
and support other T&l activities, especially those associated with the Investment
Promotion Council..." In the case of Guatemala, the cooperative agreement mentions
that IESC would try and work with and strengthen other trade and investment
institutions to the greatest extent possible.

An internal and external evaluation in the D.R. confirmed that the program was
able to reach its targets. In the case of Guatemala, all of the investment and
transaction targets were surpassed, while the employment targets were
underachieved by about 1,500. In both countries, however, there was some issue as
to how much the TIS program could take credit for the results achieved. Both
countries relied extensively on the traditional VE technical assistance program. As
discussed in section 4, it is not always possible to attribute all of the trade and
investment activities that come out of an IESC program to TIS.

Sri Lanka

The Sri Lanka program is called Technology Initiative for the Private Sector
(TIPS) because its primary objective focusses on the transfer, absorption and mastery
of technology by the local firm. This $12 million, five year project, begun in 1991, is
focussed on acquisition and installation of technology to enhance the productivity of
the Sri Lankan private sector. It features business linkages, primarily with U.S. firms,
as a means to accomplish technological upgrading and therefore follows most of the
same approaches as other trade and investment promotion activities.

TIPS has three major objectives:

1) Generate demand for technology upgrading from private sector firms by
helping these firms diagnose their production and marketing problems and
formulate requests for assistance to search for technological and management
solutions;

2) Provide cost sharing financial grants to help Sri Lankan firms offset the costs
of technology search and acquisition, especially through partnerships with U.S.
businesses and others;

3) Provide Technical Assistance through the services of IESC VEs and other
sources of technology to selected Sri Lankan firms to improve productivity.

TIPS does not have specific, quantified trade or investment objectives. Instead,
it sets employment generation and industrial competitiveness enhancement targets by
client firms derived from choosing, acquiring and mastering technologies.
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It is unambiguously transaction oriented, without being burdened with
institutional development objectives. As is the case with the Morocco TIS program,
TIPS operates totally independent of local institutions except to the extent local
institutions or consultants can be retained to perform required tasks for TIPS.

2.3.2 Advanced Developing Countries (Portugal and Turkey)

Both the Portuguese and Turkish programs focus exclusively on prornoting
investments from the U.S.. Both programs also rely exclusively on local Chambers of
Commerce to identify and facilitate promotion work with local companies.

Being an Advanced Developing Country (ADC), the TIS Portugal program
represents a modified approach to the traditional TIS projects. This program is a
mechanism to create new investment linkages between the US and Portugal and has
its emphasis on small/medium sized businesses. The goals are to promote investment
in Portugal through the promotion of joint-ventures between US and Portuguese firms,
creating jobs and stimulating the Portuguese and US economies. The cooperative
statts from TIS and Association of Portuguese Industries (AIP) use the IESC VE
network, telemarketing, publications, the AIP network, associations, trade shows and
promotional visits to accomplish their goals.

As specified in the modified AID/PRE Cooperative Agreement of August 28,
1990, the strategic focus of the Turkey ADC program is on assisting Turkey small and
medium-sized enterprises to form joint or co-ventures with U.S. companies in Turkey.
The program is designed to be driven from Turkey with the Turkish Union of
Chambers (TOBB) identifying business venture candidates. The role of TIS is to utilize
IESC’s extensive network of volunteer executives to identify U.S. companies as
potential joint venture partners and analyze the potential success of such ventures.
As originally conceived, the program is not restricted to any particular industry sector
and Investment Promotion Office (IPO) services are available to all Turkish business
enterprises.

The TIS programs for Portugal and Turkey are an experiment to explore how TIS
can be utilized in ADCs to make available IESC’s network of access to U.S. industry
and technology, without the financial support provided in LDCs by an AID Mission in
country. In effect, it would be necessary to find local resources in country to achieve
sustainability of the local operation, even if the cost of the U.S. operation were to be
met by the U.S. Government.

In contrast to the programs in the D.R. and Guatemala, Turkey and Portugal are
structured so as to involve a local institution in the process but was not intended for
institutional strengthening purposes. This cooperative arrangement assumed a
capability on the part of a private sector membership organization to finance and
manage the in-country operations, independent of AID assistance.
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Experience with all four TIS programs indicates that the lack of common management
control over both sides of the operation (the local side and the U.S. side) causes a
breakdown of the system. (See section 3 below.)

2.3.3 Fast Track (Indonesia)

"Fast Track” is an experimental program of limited duration and only four
product sectors (electronics, mariculture, plastics and furniture) to use the resources
of IESC's TIS operation for the purpose of developing coventure relationships between
Indonesian firms and U.S. firms.

The objectives for Fast Track are described purely in terms of promotion of joint
ventures (not cooperative ventures), and the target is to develop at least one
successful joint venture from each of the four sector surveys performed. Fast Track
does not have an export promotion focus. While the ultimate objective is to facilitate
joint ventures, other possible venture relationships include licensing of technology,
production and quality control contracts, sub-contract work, management and
marketing agreements.

As will be discussed in the section below dealing with program impact, it is
very difficult to persuade U.S. firms to participate in a full equity joint venture when
they have not had any prior business relationship with the potential local partner.
Therefore, it appears that in the short term, U.S. firms are more likely to enter into
cooperative ventures (e.g., marketing shrimp), which may later lead to joint ventures.
There is currently an expectation that several coventures will result from the Fast
Track program.

2.4 Project Components and the Delivery System

The basic structure of TIS projects can be best described as a "suspension
bridge"”; one pier in the country being served, the other in Stamford, Conn., the
headquarters of the IESC. The pier located in the client country manages the
marketing of the TIS services, identifies the local firms that can benefit from a
business linkage with a U.S. firm, diagnoses the firm’s problems and structures the
business opportunity so that the pier in the U.S. can search for a partner. The traffic
on the "bridge" is communications, information and brokering services to secure the
fit between the firms. The IESC network of VEs operates at both ends of the bridge.

One of the tools used to identify suitable local firms that may benefit from a
business linkage is the performance of sector surveys by either a VE or, in the case
of Sri Lanka and Indonesia, a paid consultant. The survey attempts to identify the
firms that might be interested and ready, or almost ready for such a business linkage.
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Once such candidates are identified in the client country, the business opportunity is
structured, described and transmitted to Stamford and TIS project officer, together
with members of the IESC VE network, utilize their knowledge and contacts to follow
up these leads and find a suitable partner.

2.4.1 Less Developed Country Programs
Morocco

The TIS Morocco program, begun in 1988, utilizes a suspension bridge
approach, with the project director located in Casablanca. The TIS structure required
a small (three professionals) activist unit in Morocco balanced by another activist unit
in the U.S. (two professionals), located at IESC headquarters in Stamford,
Connecticut.

The TIS operation was driven by the project director located in Casablanca. No
significant efforts were made to link with other trade and investment romotion
organizations (although TIS did assist the Moroccan Embassy in Washington to
prepare and publish a brochure intended to promote trade and investment in
Morocco). The TIS project director utilized any and all organizations whose services
could benefit the program. There was no institution building elernent in the program;
it was totally transaction oriented.

Ten product lines of the Moroccan private sector were selented for short {two-
week) surveys, to identify those companies that could meet U.S. specifications and
were will




first two years of the TIS operation, covered the following sectors: olives, artisanals,
essential oils, processed fruits and vegetables, hand-made carpets, tourism, herbs and
spices, fresh and frozen seafood, and agro-industrial investment. Ten VEs were
brought out to perform these surveys. Each looked at about 10 to 15 companies in
their selected sector. In addition, TIS staff made contacts with other companies for
a total of 275 companies contacted.

Each survey was specifically designed to identify the two or three producers
that were close to being ready to export, in terms of their production capability,
exportability of product line and their attitude. The VEs and TIS used their U.S.
industry contacts to open doors for these Moroccan producers.

TIS then located five U.S. "marketing associates” (these were U.S. importers
or brokers who were actively engaged in the business of international trade and who
specialized in the product lines which TIS had identified and tentatively selected for
concentration) to visit Morocco, for the purpose of exploring the feasibility of buying.
The marketing associates screened those companies that had been identified by the
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sector surveys, selected those that offered the best potential for sustained export
production and showed them what they had to do to export. Deals for trial shipments
were made and export trading began.

Dominican Republic and Guatemala

Both the Guatemala and the Dominican Republic programs followed the
"suspension bridge" style of management. Both programs had a TIS officer (albeit not
a "deal maker” type executive) in-country as well as in the U.S.

Both programs used a combination of sector surveys, seminars and contacts
through the VE technical assistance program to identify clients. Key services provided
by both programs included:

- VE technical assistance

- VE assessment of sectors

-- VE orientation of other institutions on different sectors

- VE participation in seminars

- VE backstopping/follow-up partner searches in the U.S.

- ABLE and Quick Business Information (only in Guatemala) studies
- TIS follow-up and searches of partners

-- VE accompaniment with TIS officer of clients to trade shows

As can be seen, a large part of both programs’ portfolios depend on working
with the volunteer executives. In the case of Guatemala the close working
relationship between the TIS and the traditional VE program has led senior
management to refer to the IESC program as a "Multiple Business Services” program.
The "MBS" structure is fully supported and promoted by the country director. But
funding mechanisms (see section 5) often result in the program being skewed towards
generating technical assistance projects--activities that may or may not lead to trade
and investment transactions.

Sri Lanka

The Sri Lanka TIPS project utilizes the "Suspension Bridge” staffing structure
with the Senior Project Director located in Colombo, and a strong support staff in
Stamford. It also has provision for the use of paid consultants in addition to IESC VEs
to provide technical services to TIPS clients.

Sri Lanka TIPS utilized sector surveys to identify firms with needs for business
linkages, diagnose their requirements and locate potential partners. but it also utilizes
an innovative "matching grant" component to lower the cost to the local firm of
seeking business linkages with U.S. firms or firms in other technology markets. The
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matching grant techrnique was also utilized by the Latin America Bureau’s "Joint
Venture Feasibility Fund”, and tends to encourage entrepreneurs to take the initiative
in searching for a suitable U.S. partner, rather than rely on a promotional agency to
do the searching. The IESC network facilitates the contacts for the entrepreneur, but
there seems to be a greater degree of initiative and self reliance on the part of the firm
that seeks, and is awarded a matching grant.

2.4.2 Advanced Developing Countries (Portugal and Turkey)

Unlike other TIS initiatives, the Tu-key program has adopted what is called the
"Advanced Developing Country” (ADC) model. The ADC model distinguishes itself
from the "Less Developed Country”™ (LDCs) in two wvays. First, it focuses almost
exclusively on investment promotion, and not both export and investment promotion.
Second, the IESC/TIS staff rely on a locally funded Turkish Union of Chamber of
Commerce and Industry (TOBB) to coordinate promotion and follow-up activities in
Turkey. IESC does not fund or direct a full-time counterpartin Turkey. Rather, they
have a partnership with TOBB, the largest umbrella business association in Turkey. As
such, IESC does not have direct management control over the other end of the
suspension bridge.

In the case of Portugal (also an ADC country), the IESC/TIS staff rely on a
locally funded Association of Portuguese Industries (AlP) to coordinate promotion and
follow-up activities in Portugal. IESC does not fund or direct a full-time counterpart
in Portugal. Rather, they have a partnership with AlP, the largest business association
in Portugal. As is the case with Turkey, IESC does not have management control over
the activities of the Lisbon end of the bridge.

On the U.S. side the preferred means of contacting U.S. companies is through
"cold-calls” to top decision-makers and contacts with associations and other sector
groups, utilizing the VE network.

Follow-up activities include gathering more information on potential partners,
finding out other services or assistance a firm needs and relaying messages and
correspondence between two interested firms. These are a primary responsibility of
the TIS Project Officer and his/her counterpart in Turkey. Administration activities
focus mostly on communication between the U.S. and Turkish staff about the status
of different projects and activities to be carried out.

2.3.3 Fast Track (Indonesia)
The sector survey and follow-up approach is also the heart of Indonesia’s Fast

Track program. Begun in October 1991, "Fast Track” is an experimental program of
limited duration and only four product sectors (electronics, mariculture, plastics and
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furniture) to use the resources of IESC’s TIS operation for the purpose of developing
coventure relationships between Indonesian firms and U.S. firms. However, IESC
does not have, in place, a project manager located in Jakarta; rather the Fast Track
operation is managed entirely from Stamford.

2.5 TIS Marketing Approaches

TIS marketing approaches tend to be "proactive” to identify firms in AlID client
countries that can benefit from some form of international business linkage. IESC has
used several excellent techniques to accomplish this; 1) the use of VEs to perform
product sector surveys, 2) contacts with business associations, 3) trade shows and
4) "cold-calling” individual companies. A bi-product of the sector surveys is the
identification companies that may not be ready for coventures but, instead, need TA
to diagnose and resolve important production problems. These diagnostic services
may eventually lead to international business linkages down the road.

2.5.1 Less Developed Country Programs
Morocco
The USAID Final Evaluation Report describes the marketing effort as follows:

"The initiative for the TIS operation has always lain with TIS itself. Its staff
was the generator of interest, by performing product surveys. it sought out the
producers, and also the marketing associates.

"It is important to understand that screening, selectivity and deal making are
the underpinnings of the TIS approach. TIS screened Moroccan producers to
find the few firms that had the capability to become major suppliers for the
U.S. market. These firms were then winnowed down by TIS, through trial
shipments, until the most capable, the ones most willing to invest and adapt
to the market needs, were linked together with the marketing associates that
were prepared to move product. We may refer to all of the producers who
were invited to work with TIS as "TIS Clients" because they made trial
shipments. But they are only clients in the sense that they were given an equal
opportunity by TIS to make their deal in the international marketplace.

"TIS staff does not consider that it has commitments to "clients”™ who did not
succeed in making a long-term deal or whose trial shipments did not pan out.
Nevertheless, the TIS efforts do generate demonstration effects and facilitate
information flows which allow other producers to modernize, adapt to
international market requirements, and locate buyers in the U.S."
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TIS did not publicize its services, but rather, selectively sought clients. There
may have been a few occasions when there were "walk ins”, but these were the
exception. On occasion, a TIS marketing associate would be directed by TIS to an
export product which was ancillary to his purpose for coming to Morocco and he
would do some extra business.

Guatemala and Dominican Republic

The marketing approaches of the Guatemala and the Dominican Republic were
significantly affected by the institutional relationships that each TIS program had in
country.

in the Dominican Republic the marketing approach was closely tied to the
Investment Promotion Council (IPC)--the organization through which the TIS program
was funded. To a large extent, TIS’s hands were tied to the IPC marketing strategy.
Rather than concentrate on several sectors, IPC decided to focus on only the shoe
sector. Many leads came out of the work in this sector. But others came from the
contacts initiated by the volunteer technical assistance. In general, there was a
consensus that the TIS program could have been more effective, if given more latitude
in the areas where it could market its services.

In the case of Guatemala, the TIS program marketing strategy has been more
general and, at times, more reactive than the strategy pursued in the Dominican
Republic. Both the U.S. and Guatemala-based TIS staff have initiated marketing
efforts. In the U.S. a large-scale ABLE study has been commissioned by the Gremial
in Guatemala to find U.S. firms that were interested in associating with Guatemalan
investors. More than 200 companies are being contacted in numerous sectors. In
Guatemala the TIS staff have usad a combination of sector surveys and general
presentations to find leads.

To a large extent, the Guatemala program has been affected by the large
number of trade and investment promotion organizations that exist and are funded by
USAID in country. The TIS program has not clearly defined itself and distinguished
itself from these programs. The more general and reactive marketing strategy
assumes that different groups, including the USAID-funded organizations, will work
closely with TIS and provide adequate leads. To date, however, such a close working
relationship has been sporadic and periodic. In the absence of a well defined niche
and cooperative relationship, the most significant leads in the TIS program have come
from the technical assistance provided by the volunteer executives.

Sri Lanka

TIPS fast project start-up benefited from three sector surveys (ceramics, light
engineering and gems/jewelry) performed as part of the project design exercise. It
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initially was not sector focussed. It heavily promoted the availability of its services and
funding grants and allows the market to determine its focus and direction. However,
TIPS staff now has identified the sectors which seem to offer the best opportunities
for technology transactions and is directing its current markecing effort to those
sectors through industry associations, although it does not restrict other clients from
utilizing its services.

TIPS provides free diagnostic and information search plus matching grants.
This has made the program very popular. It has received very favorable publicity. As
in the case of Morocco, the marketing effort has become more focussed on sectors
considered to have high potential.

2.5.2 Advanced Developing Countries (Portugal and Turkey)

The projects in Turkey and Portugal both generate demand baszd on publicity
campaigns and presentations conducted through local Chambers located throughout
each respective country. U.S. TIS efforts do not begin until interested Turkish or
Portuguese firms are identified and have completed detailed profiles.

Through advertising and other promotion activities, TOBB (Turkey) and AIP
(Portugal) develop a list of firms that are interested in forming joint ventures and other
co-ventures with U.S. companies. These names, along with detailed profiles, are sent
to a counterpart TIS officer in the U.S. who is responsible for contacting potential
U.S. partners.

Both TOBB and AIP use a variety of sources to identify interested firms. These
include: 1) anin-house magazine (20,000 circulation), 2) interviews, 3) presentations
to local Chambers, 4) trade shows (1 in Turkey and 1 in the U.S.) and, 5) one-one
meetings with companies. after Chamber presentations.

2.5.3 Fast Track (Indonesia)

The Indonesia Fast Track program generates its own demand through the sector
surveys. The experience of the VEs who conducted the initial four surveys indicates
that there is considerable interest on the part of the Indonesian firms who were
contacted in finding partners abroad, principally for marketing of their current output
and for help in acquiring more modern technology. Discussions with the local
consuitants suggest that TIS could be very helpful to local firms if it could provide
information on available U.S. technology. It is normally easier for local firms to learn
what technology is available in Japan or Germany, than what is available in the U.S.

2.6 Conclusions Concerning TIS Program Design

1. The original objective of TIS was to promote joint venture opportunities
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between U.S. firms and local firms in AID client countries. Experience of the TIS
program has shown, however, that the facilitation of international business linkages
between two firms often resulted in something that was less than full joint equity
investment. These "co-ventures” ofteninvolve trading rclationships and/or technology
acquisition and absorption which normally precede, and may or may not eventually
lead to direct foreign investment. The project now recognizes the value of these
lesser linkages and promotes them in the hope that they may later lead to joint
ventures.

2. The intervention processes by which these business linkages ure facilitated are
similar (perhaps identical), irrespective whether the objective of the assistance is
described as technology transfer, export promotion, or investment promotion. Almost
universally, the resulting international business linkages contain some aspect of all
three. Generally, AID Mission programs seek all of these outputs to enhance private
sector growth in their respective client countries. How they are described is a matter
of emphasis and has little impact on the structure of the intervention’s delivery
system,

3. USAIDs usually will tend to target TIS type programs to the SMEs and to
incorporate other social objectives in the effort (i.e., environment, key sectors, etc.).
While this adds to the cost of the programs, it also fits with AID goals to channel local
private sector resources into areas in which these resources would not move, given
existing distortions of market forces. It also runs some danger of establishing
conflicting objectives for the program.

4. Contrary to the behavior of large scale firms, the normal behavior of SME sized
businesses is to react to specific business opportunities presented by others, rather
than be proactive in seeking such npportunities, or to engage in long term investment
planning. TIS will normally target the medium sized companies, since the large
companies don’t need TIS and the small scale sectcr and the companies in trouble are
not suitable clients for TIS.

"Targeted™ TIS type interventions, which identify such business opportunities as can
be presented to potential U.S. partners, are more productive than generalized mass
marketing efforts to "promote” business opportunities in an AlID client country.

5. There were significant variants to the chosen marketing zt~~tenirs. Aimost all
programs began with sector surveys to identify potential trar.. .- : .. The sector
survey approach, as a means of identifying local clients either fu: VIS purposes or for
TA, seems to be yielding consistently useful results. VEs seem to be able to perform
the diagnostic and identification functions, and can then assist in the search function
through U.S. industry.

While the TIS programs are demand driven, in the sense that all locai producers who
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seek partners have access to the services, sector concentration tends to work to the
advantage of the program. Morocco defined the sub-sector with precision to allow a
VE to cover the designated sub-sector with 25 to 30 firm visits and then was
ruthless in eliminating those producers that could not or would not work to meet
international standards, focussing on only those who offered an opportunity for a
major breakthrough.

On the other hand, in Indonesia, the IESC Country Director has called attention to the
fact that sector selection was much more complex and time consuming than was
initially anticipated. It is possible that the sectors selected for the initial surveys were
too broad and therefore did not allow adequate coverage of the local industrial base
by the VE (since the VE could only visit 25 to 30 companies).

6. TIS programs tend to succeed when they are transactions oriented; they bog
down when they are called upon to facilitate local institutionai development. The
upgrading of local technology or trade promotion facilities can best be accomplished
by allowing the TIS program to employ these resources on a contractual basis, as and
when needed.

7 . TIS delivery systems tend to succeed when they are structured like a
"suspension bridge” with both piers (one in the client country, the other in IESC
headquarters at Stamford) directly under the control of a strong project dirzctor, and
where the project director is located in the client country. (Morocco, Sri Lanka)

Conversely, TIS programs work less well when their structure does not include both
piers of the suspension bridge; when they are dependent on the actions of another
institution (where the local Chamber of Commerce or Government sponsored
institution is associated with the project and is called upon to perform essential
services), although the institution is not subject to the direction of the TIS project
director. (Portugal, Turkey, Egypt, Guatemala, Dominican Republic)

8. The TIPS project in Sri Lanka has now introduced a "matching grants”
component, by which entrepreneurs are stimulated to take initiatives to develop
business linkages with U.S. firms, either to acquire technology, or to find new markets
and trade, or to invest in new productive operations. The matching grant approach
allows TIS to provide guidance to the entrepreneur and then makes it possible for
him/her to be the prime catalyst in moving towards a co-venture. This reduces the
level of direct involvement by TIS staff in the matchmaking process. Preliminary data
suggests that this is an excellent new service approach for TIS programs, although
it adds substantially to the cost. Special waivers are required from standard AID
regulations to allow the matching grants program to operate effectively. See
Annex C.
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9. IESC has now developed and tested, through the TIS programs, a broad range
of products that augment its traditional program focus of providing one-on-one
technical assistance to firms in developing countries. These products utilize the VE
in the U.S. and in the developing country. These new services/products include:

- Sector surveys to diagnose firm specific problems requiring TA and to identify
potential coventure partners;

- Searches in the U.S. to find technology, marketing channels and other
partners for specific coventure opportunities; (these can sometimes be
performed through an ABLE, a QBl or a more comprehensive search effort)

- Operation of a "matching grants™ funding program;

- TA to improve the productivity of local firms, as a prelude to the development
of an international business linkage;

10 . There is an interesting parallel between the experience of the D.R. program and
the experience of the Guatemala program. In both instances (and contrary to the
Morocco and Sri Lanka programs) there is an institution building element in the
mandate but there is also a transaction focus. It is suggested that these two
objectives are mutually exclusive, unless the local investment promotion organization
is convinced that IESC's product mix is marketable in the course of their own work.
In that event, IESC may sell its U.S. search services to the local institution on a
"wholesale” basis, allowing the local institution to organize the marketing, sale and
distribution of the services, perhaps by utilizing IESC’s VEs to perform sector surveys.
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3. MANAGEMENT EFFECTIVENESS

There are a number of essential conditions that must be satisfied, before a trade
and investment promotion effort can be expected to be successful. The policy
framework and the business climate must be conducive to export growth and
productive investment. It may well be that the TIS programs in Belize and Egypt
suffered because of inadequacies in the country’s investment climate.

Additionally, notwithstanding the efficacy of the TIS design, the effectiveness
of TIS services is also dependent on sound program management and implementation.

3.1 Implementation Structure

While all TIS programs tend to follow the basic structure of the two pier
suspension bridge, the management of that structure has varied greatly. Four basic
models seem to emerge from our review of TIS programs:

Strong Field Management - lead by the project director, all Stamford and field
operational decisions and priorities are set in the field, sometimes in
consultation with the USAID, but at a minimum in accordance with an agreed
work plan. The program is transaction oriented, and operates without day-to-
day direction by the host government, independent of other local promotion
organizations. These structures tend to have focussed proactive marketing
programs and requires minimal management supervision in Stamford of the
designated Stamford field suppoit staff. (Morocco, Sri Lanka)

Equal, Shared Management Between TIS Field Staff and Stamford - a balanced
rranagement approach in which TIS field personnel and TIS Stamford personnel
jointly share management decisions. Programs are transaction oriented but
require some participation and operational linkage with local promotion
organizations. Marketing tends to be more reactive. (Dominican Republic,
Guatemala, Egypt)

Weak Field Management - The ADC model where the field work is performed
by another organization whose staff is not directly accountable to IESC.
Marketing programs tend to be reactive. TIS Stamford staff is beholden to its
partner organization, and can take proactive role in the U.S. but not in the field.
(Turkey, Portugal)

No Field Mar.agement - Full control by IESC Stamford, with field work being
directed through VEs and local, short term, paid consultants. Proactive
marketing but highly focussed, with emphasis on follow-up in the U.S. No
linkage to or dependence on local promotion organizations. (indonesia Fast
Track)




3.1.1 Strong Field Management

The TIS program in Morocco placed the locus of authority in the project director
in Casablanca, diligently supported by a small staff in Stamford. The communications
link between them was heavily utilized. The operation was found to be highly
efficient.

In Country the TIS director demanded total operational authority. This created
a considerable amount of friction in his dealings with USAID management and, on
occasion, with IESC Stamford senior management. In this instance the project
director’s instincts turned out to be more right than in error and his persistence paid
off. The TIS director was particularly knowledgeable about the day to day conduct
of international trade and had a sense to determine the likelihood that a meaningful
transaction will result from the linkage of the two parties being brought together.

Iin Stamford the TIS support staff seems to have been totally dedicated to make
this experiment succeed. IESC management allowed the staff to take its direction
from the TIS project director and protected both from periodic assertions of
overcontrol by others.

The SriLanka TIPS project structure is following the same management pattern
as the Morocco program with management decisions and direction centered in Sri
Lanka. It is still too early in the cycle to be certain, but early indications suggest that
this approach is likely to be successful.

3.1.2 Equal, Shared Management Between TIS Field Staff and Stamford

in contrast to the Moroccan program, one may look at the Guatemala and D.R.
programs. In both instances the in-country field operations did not as show strong a
leadership and focus on TIS activities. The program management problems in
Guatemala and D.R. seem to have been the worse compounded because of the
complex relationships demanded of TIS by USAIDs with the local T&l promotion
organizations and the TIS prograi.i management’s mandate to link with these
organizations for purposes of institutional strengthening. There resulted situations in
which TIS management in Stamford tried to direct the program. Such efforts were
difficult given the lack of a clear mandate and agreement in the field to be managed.
In the absence of total authority in the field,

3.1.3 Weak Field Management

Similarly, the ADC country programs (Portugal and Turkey) did not allow IESC
to direct the field operation; rather it found itself dependent on the initiative of the
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local institutions. To date, this system simply has not worked. Considerationis now
being given to have IESC employ a field representative in each of these countries,
with that field representative performing as directed by IESC. It is not certain how
that field representative will interact with the local institution.

3.1.4 No Field Management

While the Indonesia Fast Track program does not rely on linkage with a local
institution (IESC hires and pays local consultants to do the spade work for the VEs),
IESC is required to direct and operate the program entirely from Stamford, sending
VEs to Indonesia to perform sector surveys to identify potential deals, and then relies
on these VEs and others in the IESC network to find and interest U.S. firms in joint
ventures with the partners identified by the sector surveys. USAID Jakarta is now
considering funding a $5.9 million project for the continuation of the entire IESC
program for the next five years, including Fast Track. The project design
contemplates the establishment of a management structure along the lines of the
Morocco/Sri lanka model, with a strong project director located in Jakarta.

In the meantime, IESC Stamford is proceeding with a reorganization of its
Stamford operation, to structure itself to provide "Multiple Business Services" (MBS),
rather than the one-dimensional traditional technical assistance programs of the past.
In effect, IESC is incorporating the lessons derived from TIS, and now embodied in the
Eastern Europe programs, to make services available on a global basis to utilize its VE
network both in the field and in the U.S. for a broader range of services than one-on-
one assistance to firms. '

The immediate impact of this reorganization on TIS is the integration of TiS
support operations into the respective IESC regional vice presidencies. In the past, all
of the TIS programs were administered as a group under the IESC Director for
Marketing and not as part of the geographic management structure for the TA
program. This separation served to give these fledgling programs special attention as
they were first getting started, by those who had the longest experience with TIS.
As TIS activities become integrated into other country programs to produce the
comprehensive new MBS package, IESC will have to assure that its most experienced
TIS personnel remain involved in the development of these programs. This issue is
dealt with in section 5, below.

3.2 Other Management Issues

Clarity of Objectives: TIS program objectives are not universal; they vary from
country to country depending on the AID program objectives, the local business
environment and cultural differences. In one country there may be a muiltitude of
trade and investment services offered by others (perhaps even supported by the
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USAID); in another, TIS may be the only service available. In some countries TIS may
be expected to perform tasks leading to institutional strengthening in addition to
having a transaction orientation. All operating parties need to have a clear
understanding of the underlying program objectives, the target beneficiaries and the
benchmarks by which achievements will be measured.

Communications: The traffic on the suspension bridge is largely
communications between TIS client and the U.S. potential partner. TIS experience
indicates that a major contribution to deal making can be made by instituting western
business practices (such as prompt and thorough responses to inquiries) into the
negotiations. Facsimile transmission has made it possible for TIS to play an important
part in facilitating such communications between potential partners.

The instances in which communication links are strongest is in those countries
in which the in-country offices directs the program. In other programs like Portugal
and Turkey where there is an equal/shared management structure, communication
procedures and links are weaker and have led to delays in program implementation
and follow-up.

Quality Assurance: Some comments were made to us during our field travel
that TIS has not always provided services of high and even quality, both in its ABLE
studies and in its ability to promptly follow-up business opportunities. We have not
been able to verify these comments. Whatever the merits of these criticisms, there
will be increasing need to establish quality control as the TIS operation becomes
integrated into the IESC structure and expands to other countries.

Critical Mass of Program operations: The TIS experiment has tended to begin
as a small scale pilot activity in most country programs. Once the USAID became
convinced that the effort was worth while, funding to allow for a package of activities
of sufficient scale followed. (Morocco, Sri Lanka, now Indonesia). There is little to
recommend a small operation; it tends to be a less than efficient use of resources.
While it may be necessary to start small because of temporary funding limitations, the
cost effectiveness becomes viable when the program operates at sufficient scale to
employ the most qualified management persons.

3.3 Monitoring and Management Reporting

In light of the experimental nature of the TIS program, one would have
expected greater efforts to have been made to establish accurate data with which to
measure true costs, impact and benefits. In fact, the reporting system is rudimentary.
Management reports (monthly and quarterly) are repetitive, so voluminous that it is
difficult to unearth the critical new information. The reports, in short, are not
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structured to give decision makers early warning of problems which will require
attention.

Reports submitted to AlD seem to have a "public relations” or image building
bias to them. They are wordy and difficult from which to distill the critical information
needed by PRE project authorities.

Stamford TIS project officers maintain lead tracks for their own use. These
might yield useful information if it were on a system that would allow for automatic
retrieval and compilation. For example, proactive marketing efforts usually begin with
a sector survey. These surveys usually indicate the structure of the sector in terms
of number and size of firms, as well as the firms that were identified in the survey
either for TA or for other TIS services. One should be able to track the services
performed by the TIS staff, the ‘intermediate outputs’ or actions taken by the firms
(either letters written to potential coventure partners or actual direct contacts made)
and then the actual transactions completed.

This system would embrace the three principal functions performed by TIS -
attitude change, proactive marketing and follow-up. If cost data on TIS services were
also collected, it would allow some measure of analysis of relative cost-effectiveness
of the various TIS services offered, both within a country program and for cross
country comparisons.

The Sri Lanka TIPS project has budgeted for an elaborate monitoring system to
permit later evaluation efforts to determine impact. That system seems to be overkill,
costing perhaps $500,000 to set up, not including cost of data coliection. We believe
that effort is excessive. One wonders whether it is possible to find a happy medium
between the prevailing two extremes.

3.4 Conclusions Concerning Management

1. In some instances the sector survey coverage was too broad and did not allow
for sufficient saturation coverage of the productive units in the industrial base of the
subsector. In Indonesia, for example, the Plastics Sector Survey covered only 31 of
174 companies. More precise targeting, both to select the sub-sectors and then to
identify the winners and losers before beginning the search would help the programs
achieve cost-effective levels. It should also allow for the establishment of more
precise output targets and the monitoring of achievements.

2. IESC has demonstrated that it enjoys a unique comparative advantage, through
its network of Volunteer Executives, to access the U.S. business community to seek
technical information, present such business opportunities as might be of relevance
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to a particular U.S. firm, and to facilitate the matchmaking process. The employment
of this network of VEs in the U.S. for these purposes can be particularly cost-
effective. The technique of utilizing VEs to perform sector surveys in AID client
countries, to identify specific opportunities for business linkages, has also proven to
be cost-effective.

3. TIS operations are labor intensive and can be made more efficient if TIS staff
builds working relationships with all of the available services in country that offer
some use to it. These include linkages with the commercial services of embassies
(including that of the U.S.), the network of private consulting firms, R&D institutions,
etc. so as not to duplicate effort. TIS "Niche" is in selling credibility and confidence
to companies that would otherwise not consider or be reluctant to enter into an
international business relationship.

4, TIS programs work better when the program’s "critical mass” is exceeded. The
TIS programs do not work well when they are too small to allow for the requisite level
of effort. TIS is a labor intensive effort and cannot do things on the cheap. It often
requires intensive client consultancies, not simply the provision of information. Only
minor economies are derived by TIS from linkage with the IESC TA program; most
management costs, and all program costs must be figured on a full cost basis. For
example, TIS must market its services on a proactive basis if it is to reach the reactive
segment (SMEs) of the productive sector.

5. Ancillary to this finding is the need for the project director to be recruited out
of the "deal making” sector of the U.S. business community, and to be allowed to
operate freely, as though the operation was a for-profit enterprise. Specific realizable
performance targets must be established and understood by all. (Morocco)

6. Communications between the two piers of the suspension bridge, and simplified
procedures for provision of client services are an essential requirement to assure
timely and accurate responses to requests for assistance. We saw ample evidence
of misunderstandings resulting from cultural differences among TIS programs.
Incomplete company profiles and imprecise descriptions tend to resuit in wheel
spinning, in which much energy and hard work lead to no results. Thereis a tendency
for reporting between Stamford and the field to be less than thorough and systematic.
In the case of Indonesia the Country Director believes he could be of greater help to
the TIS program if he were consistently included in the information/reporting loop.

7. Critical to any matchmaking effort are numerous factors including a clearly
defined marketing strategy and objectives, clearly understood "products”, and good
staff to sell the product. Component services rendered by TIS (use of VEs and paid
local and U.S. consultants for sector surveys in the local country, company
diagnostics, ABLE and other search services in the U.S.) are well designed to
accomplish the matchmaking objective. All of these services are a valuable adjunct
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to the IESC'’s traditional technical assistance delivery capability and now form IESC’s
new approach to the provision of "MULTIPLE BUSINESS SERVICES". This model has
now been extended to their operation in Eastern Europe because its design seems to
meet program objectives.

8. Notwithstanding the unparalleled comparative advantages offered by the IESC
network to TIS programs, the operations are dependent on exceptionally effective
program management at both piers of the suspension bridge. Minor lapses at either
end cause the program to suffer serious setbacks, irrespective of the excellence of the
TIS program design. IESC management seems to be overextended and has not clearly
directed all programs. Quality assurance is essential to the TIS operation and that, in
turn, is dependent on the final 15% of the management effort. A small slip causes the
program to suffer disproportionately.

9. The Stamford operation is handled by a corps of relatively junior, albeit
energetic, highly motivated and well trained professionals. But the functions to be
performed sometimes require seasoned, experienced personnel who can be seen to
be serious "deal makers” by senior business executives. This corps of junior
professionals appear to need closer supervisory support, if they are to be expected to
perform the functions required of them.

10. Moreover, IESC is now considering the full integration of TIS into the formal
administrative structure of the Regional Vice Presidencies, thereby reducing the TIS
supervisory responsibilities of the present structure to some ill defined "coordination”
function. While we see some merit to the proposed integration, it will be essential that
IESC provide the kind of supervisory management to the operation to assure that the
traditional TA program does not swamp the TIS program, at the same time avoiding
the diffusion of line authority over the program.

11. The SriLanka experience also identified a number of AlD regulations that seem
to interfere with such private sector support programs. USAID Sri Lanka’s efforts to
identify these regulations and to find ways to exempt the program from these
restrictions is an important lesson if AID is to continue TIS programs. Annex C
describes this experience and provides copies of documents prepared by the Mission
to solve these problems. At this writing, all but one of the AID regulations, (which
clearly were not intended to deal with such programs) have been waived. The only
remaining problem is the insistence of the Office of International Training to treat all
business persons who are the recipients of AID funded matching grants as AlD
participants and subject to Handbook 10 requirements, such as English language
testing.

32




4. IMPACT AND COST-EFFECTIVENESS

4.1 Introduction

The central objective of the TIS program is to promote transactions. While this
may seem relatively straightforward, the measurement and analysis on the economic
impact associated with new transactions is not. For example, there are different
schools of thought about what types of trade and investment activities have the
highest developmental impact and should therefore be promoted. Also, there is the
issue of attribution. How much of any transaction can be attributed to TIS activities?

Further complicating any discussion on impact and cost-effectiveness is the fact
that the TIS program is still very much in an experimental stage. Many of the
programs have been in existence for less than 12 months. Promoting investment and
to a lesser extent trade takes time. Most joint ventures take 18 months to 3 years
to come to fruition. It would be premature and unfair to make final assessments,
particularly when there are many potential transactions that are still in the
"dialogue/negotiation” stage. At the same time, it would be neglectful to not try and
identify potential transactions or recognize that certain leads will probably not result
in transactions. This report therefore tries to distinguish serious dialogue and likely
transactions from ones that are only at the initial stages.

Below is a discussion on the difficulties of measuring impact and attributing
impact to TIS. Following this, sections 4.3 and 4.4 look at the impact of TIS
activities and provide a qualitative assessment of potential impact based on
intermediate indicators (e.g. number of leads). Finally, section 4.5 looks at the
overall cost-effectiveness of the program.

4.2 Difficulties in Defining Impact and Cost-Effectiveness

Transactions are defined by many cooperative ventures between firms. Some
of the more common initiatives that can be brokered by TIS include:

- Joint Ventures -- Franchising
- Contracting -- Services
- Marketing Links - Technology Transfer

-- Trade (Exports)

The economic impact of these activities is often difficult to measure. For
some, joint ventures are the surest indicators that economic impact and development
will occur. The fact that a foreign partner is willing to take an equity position in an
overseas operation implies that technology, management skills and capital will be
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transferred to the benefit of a developing country. Other activities, like distribution or
licensing agreements, are considered as intermediate steps which do not necessarily
help improve the quality or competitiveness of local industries.

For others the promotion of trade and investment is a multidimensional and
two-way channel in which there are only winners. This belief holds forth that al!
activities that establish relationships are good and can lead to greater investment and
trade. Whether it is trade, marketing agreements, or technology transfer, they are all
part and parcel of a greater economic good-- trade and investment. Under this
scheme, the question for development administrators isn’'t one of which type of
activity should be promoted. Rather, it is focused on which type of beneficiary/firm
should be targeted (small/medium instead of the large) and which mechanism is the
most appropriate for assisting these beneficiaries.

With all these activities, any rigorous economic analysis would require a
multitude of information-- few of which were available for this evaluation. The impact
of investments and exports requires identifying the net benefit to the economy,
taking into consideration: a) the total benefits generated (income) and b) the non-
project resources required to generate this income (the company’s investment, for
example). Economic benefits are derived by comparing economic value added (output
less intermediate inputs, when both are revalued using economic prices) to the
economic value of the resources used to generate value added (also measured using
economic prices). None of the firms interviewed were willing to provide the detailed
information on intermediate inputs, labor and investment.

Besides the issue of measuring impact, there are also problems in measuring
attribution. To what extent can or should TIS take credit for a transaction taking
place. The TIS program rightfully tries to integrate its activities with the traditional
VE program of IESC. It also tries to coordinate activities with other institutions in the
country. In its original cooperative agreements with A.l.D., the TIS program talks
about: 1) providing proactive, targeted services, 2) assisting in follow-up of activities
carried out by VEs and, 3) generating an "attitudinal” shift in IESC Country Directors
and VEs so that trade and investment opportunities will be identified and followed-up
in all countries. Attribution is straightforward when looking at TIS services that are
exclusively associated with TIS. But the issue becomes much less clear cut when one
looks at those activities in which TIS works with the existing IESC VE network.
Terms like "follow-up™ and "attitudinal shifts” do not lend themselves to rigorous
quantification.

4.3 Economic Impact
In broad terms (i.e. looking at overall investment, exports and jobs generated--

not the economic value added associated with these transactions) the transactional
impact of the TIS program varies from country to country. There are some countries
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in which IESC transaction claims and this evaluation’s survey of the claims are
significant and clearly attributable to a TIS program. In others there is significant
impact, but it is uncertain to what extent the transactions would have taken place
without TIS. A third group of countries are those in which it is still premature to
define any impact, but that intermediate indicators appear to show good potential for
future trade and investment. Finally, there are those countries in which there is no
measured impact, and the "leading indicators” are not immediately hopeful or the
program has already stopped functioning.

4.3.1 IESC Conclusions

In some countries, the IESC/TIS staff have diligently collected data and
conducted internal evaluations of the program impact. In those countries which have
not yet been internally evaluated, it is possible to draw conclusions from the TIS
reporting system which tracks actual and potential transactions.

The breakdown of actual impact (i.e. transactions that have taken place) by
country and reported by IESC is presented below for those programs that have been
active for more than one year:

Table 3 Reported Impact of TiS Programs
# of Level of # of Jobs
Actual Exports Generated
Trans. (US Millions)
Morocco 32 8.0 N.A.
Guatemala 42 12.0 3,000
Dominican Repub. 13 N.A. 1,250
Turkey 2 N.A. N.A.
Source: IESC Reports
NOTES: N.A.--Unable to ascertain or not available

4.3.2 Survey Findings

The assessment team completed field trips to five countries: Guatemala,
Portugal, Turkey, Sri Lanka and indonesia. Only in Guatemala, where significant
results were reported, was it possible to analyze the impact of the program. Even in
this country, however, a complete assessment was not possible due to time
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constraints. In all the other countries, it was only possible to measure the potential
impact of the programs. For those countries not visited, the assessment team used
previous evaluations to analyze the impact of the programs. In the case of Morocco,
a member of this assessment team also carried out the evaluation of the Morocco TIS
program. In the Dominican Republic, the team contacted other evaluators who
reviewed the TIS program in 1990.

The findings from the Morocco evaluation confirm TIS’s claims on impact as
well as attribution. In the case of Guatemala and the Dominican Republic, there is
some ambiguity as to the exact impact of the program that can be attributed to TIS.

The Morocco evaluation pointed out that the TIS program has been very
successful. It states:

"This activity is among the most effective private sector export promotion
efforts on record. As of September 30, 1991, 27 months after the start of the
TIS program TIS can document 22 exporters who have been assisted in
obtaining firm, valid export orders (not all, as yet, shipped) in the aggregate
amount of $6,558,333 to the U.S. under his program for an investment by
USAID to date of $900,000 plus the PRE grant of $161,561."

It is very likely that during the past 7 months the program has increased its
number of transactions to 32 and the level of exports to $8 million as reported in the
IESC reports. All these activities are unequivocally due to the promotion efforts on
the part of the TIS director in Morocco and the TIS project officer in the U.S.

In the case of Guatemala and the D.R., the results of these programs are
significant, But it is uncertain exactly how much of this impact is due to the TIS
program. In Guatemala the TIS program is considered part of a "Multiple Business
Services" strategy in which traditional VE work is combined with TIS activities.

A sample survey of 12 firms in Guatemala confirms that the impact data
regarding number of transactions (collected from iESC’s review of 72 assisted firms)
seems reasonable and accurate. Less certain, however, are the number of jobs
generated and the level of impact associated with the TIS program. IESC claims that
a totai of 3,000 jobs are assumed to have been generated. However, the sample
survey of 72 firms (out of 92 assisted) shows that a total of 750 jobs were
generated. After adjusting the sample, an estimated job generation total for the
universe vwould be about 1,000.

Even more difficult to assess is the incremental benefits associated with the TIS
program. Survey findings show that many of the TIS "success stories” were
dependent on VEs that worked in country under the T.A. program. About six out of
nine TIS success stories came mostly from VE input, with some follow-up and
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assistance from TIS project officers. Another three success stories came exclusively
from TIS project officers activities. These activities resulted in exports of $23,000
per month and a joint-venture that will employ 24 people.

This distribution begs the question: "Would the VE efforts have resulted in trade
and investment, in the absence of a TIS program?” In terms of providing facilitation
services, it is likely that the VEs would be able to follow through on their own,
although many were appreciative of the time saved by receiving assistance from a TIS
officer. More difficult to ascertain, however, is to what extent are the success stories
mentioned above and the 42 transactions claimed by TIS due to "attitudinal changes”
brought on by TIS and country directors keeping their eyes open for trade and
investment opportunities. Undoubtedly, TIS initiatives in preparing VEs for overseas
work and in tracking the impact of transactions have brought trade and investment
activities to the forefront of strategic planning in Stamford as well in country. At the
same time, there have always been VEs, working under the traditional technical
assistance program, that have been keenly interested in seeing increases in
productivity and quality lead to increased exports and investments.

This same ambiguity is associated with the D.R. program. Evaluators concluded
that most of the results cited by IESC probably took place. It was difficult to
ascertain, however, how much was due to the traditional VE program and how much
was due to the TIS program.

All this ambiguity makes it difficult for evaluators to come up with a bottom line
assessment. Still, the review of the Guatemala program seems to indicate that the
impact associated with TIS activities is probably in proportion or slightly above the
level of resources allocated to the TIS program. This would imply an attribution range
of 20% to 35%.

Undoubtedly, the TIS program has been effective in leveraging its success off
the traditional strengths and resources provided by the IESC VE network. Such
leveraging, however, does not mean that TIS officers and senior management at IESC
should ignore monitoring the relationship between impact and different TIS activities.

TIS management should try to monitor, as best it can and at a low cost, the
impact resulting from its three-pronged strategy: proactive, targeted services, follow-
up services and general promotion of trade and investment opportunities. As an
experimental program it is important to know the effectiveness of trade shows, cold-
calls, sector surveys and specific technical assistance follow-up. Even once a TIS
program has graduated to become fully financed by a USAID mission, it is essential
to develop @2 monitoring system that categorizes and tracks project activity in a cost-
effective manner. To date, much of the TIS activity and the impact of TIS programs
has not been monitored in terms of intermediate outputs (See section 3.3, above).
By tracking the step-by-step intermediate impacts of a specific activity, senior
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management will be better able to define how many resources and what type of
activities should be implemented.

4.4 (Qualitative Assessment

The above discussion points out that much of the TIS impact reported involves
some judgement calls about attribution. Besides the indicators reported by TiS on
actual transactions, it also possible to assess the potential impact of programs by
looking at intermediate indicators. Some of the more useful indicators that are
reported by TIS staff and were confirmed in the field include: number of companies
contacted, number of country visits, number of dialogues/negotiations in process.

Both Sri Lanka and Indonesia are relatively new programs with only 10 and 7
months respectively of operational experience. To date, neither program has
registered a concrete transaction. But intermediate indicators point iv several
potential transactions. In Sri Lanka some encouraging signs include:

¢ A local pencil factory seems close to completing a deal with the U.S.
company FaberCastell. This will result in technological upgrading, export
orders, and new investment. The local pencil factory attributes TIPS with
saving it from bankruptcy.

¢ 77 matching grants (subsidies for facilitating visits to the U.S. to meet
with potential partners and to attend trade shows). The program is well
ahead of the projected 30 grants.

* A TIPS assistance is expected to add $200,000 in sales to a local
company.

Besides these demand indicators, other evaluators have praised the Sri Lankan
program for its design and implementation to date. A World Bank study concludes
that matching grant programs are the way to impact international competitiveness
of firms, and that the TIPS program appears to be a most effective model. As stated
in that evaluation: "I am most impressed by the new TIPS scheme, funded by USAID
and administered separately, independent of existing institutions.”

In Indonesia there are also several indications that strong demand on the part
of U.S. and Indonesian partners will lead to transactions. Some of the more
prominent include:

¢ 3 U.S. firms are interested in signing export orders or providing technical
assistance to shrimp producers;
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¢ 2 leading U.S. furniture buyers have had meetings with Indonesian
furniture producers:

. 10 firms have indicated an interest in traveling to Indonesia in the
coming months to visit with local firms;

. 4 firms have contacted IESC for more information on potential initiatives.

Less encouraging at this moment, but still with significant potential are the
programs in Portugal and Turkey. Both programs have been hindered by
communication and coordination problems between the U.S. and in-country offices
(see Annex D for country assessments). As a result, neither program has been able
to generate a completed transaction.

The TIS program in Portugal has been in operation since July of last year.
During this time the following has occurred:

. 200 U.S. Companies contacted

¢ 35 U.S. companies interested in investing

¢ 15 active leads in Portugal

* 8 "hot" leads in which companies have been in dialogue with U.S.
companies; 5 are still in dialogue and 3 have actually met with U.S.
companies.

In Turkey the program has been in operation since December 1989, although
a U.S. project officer was not hired until March 1990. While in operation longer than
the Portugal program, the Turkey program has not been able to generate more leads.
To date the program has achieved the following milestones:

* 590 U.S. companies contacted;

¢ 212 U.S. companies expressed initial interest

¢ 203 Turkish companies contacted

¢ 25-38 "active” leads

* 14 "hot" leads in which companies are in contact, but only 3-4 are in

serious dialogue
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¢ 13 U.S. companies discovered to have interest in TIS assistance to
develop investment opportunities were identified as a result of follow-up
work for other venture searches

Finally in the Egypt program there were no concrete, quantifiable results that
came out of that program. The lack of measurable impact was in large part due to the
Gulf War which forced the TIS Egypt program to stop operating. In spite of this the
program did help to establish overseas tourism promotion offices in the U.S. These
programs should help to generate increased tourism investment in Egypt.

4.5 Cost-Effectiveness

It should be noted that there are several caveats associated with this cost-
effectiveness analysis. First, this analysis does not include any additional benefits
that may result from future expansions or transzctions taking place. These ratios
include all the costs of the TIS program but d¢ not include future transactions that
may result frum these investments. Also, this analysis does not include any
secondary benefits (e.g. multiplier effects) resulting from investments or technology
transfer. Finally, it is important to recognize that the TIS program is still relatively
new and has just completed an experimental stage of implementation. Experiments,
as do joint-ventures, take time to come to fruition.

When viewed in the aggregate, the TIS portfolio ( only covering the 7 countries
studied in detail--Morocco, Sri Lanka, Indonesia, Guatemala, Dominican Republic,
Portugal, Turkey and Egypt) has not yet generated enough results to make it cost-
effective. To date, slightly more than $7.6 million has been spent on overhead and
direct TIS marketing efforts. PRE has contributed about $2.2 millien, the USAID
missions about $4.6 million and the Chambers of Commerce in Portugal and Turkey
have contributed about $720,000. This figure increases to about $8.7 million if the
costs associated with the IESC traditional program in Guatemala are included (since
this is viewed as a Multiple Business Services program and the impact results are not
separated between TIS and non-TIS).

The maximum and unadjusted impact of the TIS program (based on their claims)
is $20 miliion in annual exports and slightly more than 4,250 jobs. If the Guatemala
and Dominican Republic impact figures are adjusted to reflect the estimated
incremental benefits associated with the TIS incremental costs (i.e. using the 35%
attribution percentage), the overall level of impact drops to $12.2 million in exports
and 790 jobs. These figures generate a min/max table of cost-effectiveness ratios:
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Table 4 TIS Portfolio Cost-Effectiveness Indicators (1)

Maxi 2) Mini 3)

Exports per Program $ Expended: $2.33 $1.60

Program $ per Job Generated: $2,010 $9,625

Source: IESC Reports and Field Trip Surveys

Notes: (1) The cost-effectiveness data for TIS activities must be viewed

in the light of the short duration of most TIS programs. Table
includes data from programs that are less than one year since
start-up.

(2) Unadjusted IESC claims.

(3) Adjusted IESC Claims.

With these caveats in mind, it appears that both the unadjusted and adjusted
TIS ratios fall below the cost-effectiveness ratios of other A.l.D. trade and investment
projects considered to be "success stories”. In the case of CINDE in Costa Rica
(investment promotion), the IPC in the Dominican Republic {investment promotion) and
PROEXAG in Guatemala (export promotion), the average program cost per job
generated ranges from $1,000 to $4,300. The average export dol!r generated per
program dollar expended is between $0.9 and $7.5. As shown below, the cost-
effectiveness ratios for these programs are:

Table 5 Other A.I.D. Cost-Effectiveness Indicators

Export $§ Program $

Per Program Per Job
Program ntr $ Expended Generated
CINDE/Costa Rica $7.5 $1.043
D.R./IPC $5.3 $1,316
PROEXAG $0.9 $4,307

Source: Nathan/DEG Study "Export Promotion and Investment Promotion:
Sustainability and Effective Service Delivery”, November 1990.

When the TIS portfolio is analyzed in the disaggregate, however, there are
several individual programs that appear to more cost-effective and competitive with
other A.1.D. projects.
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Table 6 Disaggregated TIS Cost-Effectiveness Ratios

Export $§ Program $

Per Program Per Job
Program/Country $ Expended Generated
Morocco $4.6 N.A.
Guatemala $6.9 $1,743
D.R. N.A. $1,020

Source: IESC/TIS Reports and Field Survey

Note: Figures are based on adjusted employment and export data using 35%
attribution discount for Guatemala and D.R. programs. Ratios include allocated
TIS Headquarters overhead.

These figures indicate that in those countries where the TIS program has been
oper:ating for a sufficient period of time and is well structured (e.g. Morocco) and/or
can leverage itself off the traditional VE program (e.g. Guatemala and the D.R.) it is
possiible to generate significant positive results.

These findings also support the thesis that the TIS program has been a good
experimental program that has resulted in some successes and has flushed out some
key design and implementation issues that need to be addressed in order to guarantee
success in the future.

42



5. FUTURE ISSUES

There are many issues that typically affect trade and investment programs and
that are specific to the TIS program. Among the most prominent are: 1) the
importance of maintaining stable funding channels, 2) the difficulty of developing
sustainable programs, particularly in less developed countries, 3) the importance of
monitoring and defining impact attribution and 4) the difficulty in integrating TIS
programs into the IESC organization. The comments below review each of these
issues. The intent of these reviews is not to provide conclusive answers but to
identify issues and the possible consequences of specific actions or lack of action.

1. Funding Mechanisms Can Create Unfavorable Biases

This evaluation identified three areas in which the funding mechanisms used to
finance TIS and IESC programs often created unfavorable biases in program
implementation.

First, there is a tendency among USAID missions to try and consolidate the
funding of their trade and investment programs into a few institutions. There is some
concern about "doubledipping” if there are too many institutions receiving funding
from USAID and these institutions subcontract services from an institution like IESC.
Under this scenario, USAID funds are being used twice to subsidize the IESC service:
first by covering the operating costs of the institution that pays for the IESC service,
and second by providing funds to IESC.

The "doubledipping” issue is a legitimate concern. But the solution of
channeling USAID funding through one central institution can seriously undermine
IESC/TIS’s efforts to effectively manage its program. Recent experiences in Belize
and the Dominican Republic show that the "consolidation™ approach can resuit in
delays and limit the amount of marketing that IESC/TIS can do. Furthermore,
institutional egos often get involved and result in one institution--the one holding the
purse strings--not subcontracting for fear of sharing credit for making a transaction
take place.

A second and related issue to USAID mission funding is the trade-off between
providing funding and asking IESC in-country offices to charge for their services.
Many USAID missions, like the one in Guatemala, are being asked to reduce their
development aid budgets. Increasingly, these and other missions are reexamining
their private sector portfolio and trying to find out which programs can become self-
sustainghle. High on the list is the IESC program. As IESC country directors are
asked to cover their budgets through client contributions, there is increasingly
pressure to utilize TIS staff to find clients that are willing to pay for technical
assistance. These marketing efforts may not lead to trade and investment
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transaction; but they do help to balance the IESC country office budget. This
situation can potentially result in a situation where IESC and TIS focus on "body
counts”--i.e. getting as many technical assistance contracts as possible. These
objectives do not always allow IESC/TIS to reach its development objectives.

Finally, the funding of TIS programs from PRE Washington, without other AID
funding to pay for field staff, could lead to a situation where the U.S. headquarters
is overstaffed or tries to overmanage overseas operations. As pointed out in other
sections, the success of the TIS program depends in large part on having strong and
capable in-country directors. If in-country funding for these in-country directors is
unavailable, uncertain or unreliable, then the TIS program could be overly dependent
on the U.S. operations.

It is recognized that there are pilot programs like the "fast track” in Indonesia
where the program is initially directed out of the headquarters until USAID missions
come up with funding. What would be undesirable, however, is if TIS tries to take
on long term commitments without any prospect of USAID mission funding. Such
a situation would be difficult to manage and would probably not be very effective.

Currently it is PRE policy to secure commitments for adequate funding of the
overseas operation before agreeing to commit its own resources. This policy should
be consistently enforced.

2. Sustainability Is Difficult, Inappropriate and Is Not Possible in the Short
Term

To date, none of the programs have generated cash reflows through fees which
would cover some of the operating costs in country. Discussions with prospective
clients indicates that, in theory, firms would be willing to pay for a successful
matchmaking effort. Conversations with project officers, however, reveal great
uncertainty as to the likelihood that these fees would be sufficient to cover the in-
country costs of TIS. In addition, there was some question as to whether the current
fee structure (e.g. 1% of investment) would even be collectable.

The objective of developing sustainable programs depends to some degree on
the country in which the TIS program operates. In the Advanced Developing Countries
(ADCs) it is important to try and charge fees for several reasons. First, the fees will
help to defer some of the operating costs of the Chambers of Commerce that are
participating in the program. Second, fees help the Chambers to rationalize their
services and only work with those members that are willing to pay. In this way, the
Chambers are able to prioritize and concentrate their resources without alienating its
membership base.
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In the case ot Less Developed Countries (LDCs), any attempts to develop
sustainable programs are laudable, but they carry with them certain risks. Too much
emphasis on charging for services can lead a program to become overly focused on
the "well to do” and larger firms. As the pressure to generate income mounts, a TIS
program may increasingly find itself switching from a "development” objective to a
commercial one. Such a transition may open the TIS program to criticism that it is
unfairly competing with private sector service providers (e.g. consultants) while not
fulfilling its development mandate. In the worst case, a USAID mission might be held
liable for fee-based services provided through its project that either are: a) not of
acceptable quality or b) result in economic losses on the part of the client {(e.g. an
agricultural export shipment that is not accepted and sits in the ports waiting to clear
customs).

In order to achieve sustainability, the TIS program--whether in ADC or LDC
countries-- may have to consider other options. One option would be to introduce a
financing component. TIS through a venture capital financing arm, for example, could
take equity positions in companies or provide loans which would charge competitive
or slightly subsidized interest rates. Such schemes while conceptually appealing can
present significant problems. They therefore should be studied carefully.

3. Monitoring and Attribution

Trade and investment promotion programs provide services that are difficult to
track in terms of attribution and economic impact. A question constantly asked by
development planners is: "How important are promotion programs? Do they really
make a difference?”

The naysayers state that promotion takes care of itself if there is a good
product--i.e. the country’s policies and investment climate are attractive. The
apologists point out that promotion plays the role of an advertising agency. They
would argue that products--or countries and trade opportunities-- do not sell
themselves. Rather, it is information about the products qualities (or country
environment) that make people interested in buying them (investing).

The TIS program along with other promotion programs needs to be very careful
about how it monitors and measures the impact of its activities. Sound management
principles make it essential for the program to be able respond to such questions as:
"Which services are considered to be most useful? What kind of a role did the
organization play in facilitating an investment?”

Up until now, these questions have not been fully answered. It is certain that

there is a lot of activity and some transactions resulting from the activity. But it is
often difficult to distinguish which TIS services in particular (e.g. ABLE, Follow-up) or
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how TIS in general contributes to a final transaction . For both senior management
and evaiuators, for management and political/public consumption reviews, it is
important to clarify and defend the impact of ones programs.

4. Likely Impact of TIS Programs on IESC Organization and Funding:

If USAIDs continue to incorporate comprehensive TIS type projects into their
Country programs, as is being done in Sri Lanka, Morocco and Indonesia, and IESC
continues to establish major field operations in countries along the "Suspension
Bridge™ model, managed by strong project managers, there will have to be a more
fundamental change in the organizational structure in Stamford than is currently
contemplated.

At the present time IESC intends to integrate the TIS Stamford support
operation into the Regional Vice Presidencies and is recasting its program design from
the traditional TA approach to a "Multiple Business Services" approach. With USAIDs
providing full funding for IESC operations in their respective countries, it would seem
appropriate to consider an entirely new organizational structure for IESC, with the
locus of decision making for program content and direction shifted from Stamford to
*he TIS project officer in the field. Such a change would be recognition that the TIS
program requires accountability to the sponsoring country for its operation. The
Stamford support staff would then clearly be responsible to the project director.

IESC and TIS are already well on their way towards developing a more
integrated program. The "Multiple Business Services" concept, the new marketing
material being developed and the reorganization of the IESC program all point to a
matrix organizational chart in which TIS senior management oversee planning and
control operations of TIS services while TIS officers report to the regional VPs. A
major issue during this transition is one of timing and staffing requirements. During
the next 2-3 years, will TIS require additional senior management to help oversee TIS
pilot programs and help supervise existing programs until the regional VPs fully take
over?

A principal reason for providing additional management and maintaining a
centralized TIS operation centers around accountability. Currently, the PRE only has
to communicate with one person in IESC--the TIS Director. When there is a problem,
PRE only has to call up one person. If the program becomes integrated too quickly
without sufficient managerial oversight, the PRE would have to interact with several
regional VPs which could become cumbersome. As the TIS Director becomes even
further overextended and finds himself responsible for marketing TIS to IESC offices
around the world (something that currently exists), then he may not be able to
oversee the day-to-day activities of TIS personnel. Under this scenario it would be
necessary to hire an additional senior person to help supervise the program.
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The argument against hiring additional staff is based on the adage: "Why
prolong the inevitable?” If IESC intends to integrate with TIS, then it might not make
sense to build-up TIS management capability--an action that would run counter to the
integration scheme. Even under this integration scenario, however, TIS may still
require senior management to run pilot programs until they become USAID mission
funded and passed over to the regional VPs.
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6. FINDINGS AND CONCLUSIONS

Our review of these experimental efforts reveals some valuable lessons on what
works well and what problems can arise. An overall conclusion is that the TIS
program is indeed innovative and shows promise of yielding important program
benefits. PRE’s efforts and the program results seem to be persuading more and more
AID Missions to incorporate its components into field funded projects. This demand
by USAIDs implies that the TIS programs can be replicated and tailored to individual
country requirements.

In terms of rating the degree of success, and therefore the suitability of the TIS
design and management structure, of the eight country programs examined by this
evaluation team, we conclude as follows:

Group A -- High Impact/Full Attribution (Morocco)

Group B -- High Impact/Uncertain or Shared Attribution (Guatemala,
Dominican Republic)

Group C -- No Impact/Shows Promising Potential (Sri Lanka, Indonesia)

Group D -- No Impact/Start-Up Problems (Portugal, Turkey)

Group E -- No Quantified Impact/Project No Longer Funded (Egypt)

The programs that have been in operation the longest (i.e. for more than two
years) have all generated results. IESC claims that the Morocco, Guatemala and
Dominican Republic programs have generated nearly $20 million in exports, more than
4,000 in jobs and nearly transactions {(e.g. cooperative agreements--marketing,
franchisee, licensing arrangements). These claims assume 100% attribution for all
IESC-related efforts that take place in country. Such a high level of attribution is
possible in the case of the Morocco program where the TIS project is separated from
the traditional IESC volunteer technical assistance program. In the Guatemala and
D.R. programs, however, it is possible that some of the transactions would have taken
place without the TIS program. Adjusted figures for these programs would reduce the
overallimpact for the three programs to about $12.2 million in new exports and about
790 new jobs.

Using the adjusted impact figures, the cost-effectiveness of these three
programs is competitive with other successful promotion programs. The average
export dollar generated per program dollar expended is about $5.2 (only including
results from the Morocco and Guatemala programs). The average cost per job
generated is about $1,320 (only including the results from Guatemala and Dominican
Republic).

The effectiveness of the programis hindered by several implementation issues--
some small and mundane (e.g. inconsistent communications), others more structural
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and serious (e.g. division of decision-making authority). There are ten important
lessons derived from this experiment. We have segregated these lessons into
"design" issues and "implementation” issues.

6.1 Design Issues
1. Strong Suspension Bridge of Management--Particularly In Country

TIS delivery systems tend to succeed when they are structured like a
"suspension bridge” with both piers (one in the client country, the other in IESC
headquarters at Stamford) directly under the control of the project director, and whera
the project director is located in the client country. (Morocco, Sri Lanka)

Conversely, TIS programs work less well when their structure does not include
both piers of the suspension bridge. Problems arise when they are dependent on the
actions of another institution (where the local Chamber of Commerce or Government
sponsored institution is associated with the project and is called upon to perform
essential services). This is true even when the local institution is subject to the
direction of a strong TIS project director in the U.S.

Ancillary to this finding is the need for the project director to be recruited out
of the "deal making” sector of the U.S. business community, and to be allowed to
operate freely in country, as though the operation was a for-profit enterprise. This
director should be given full authority to manage and direct his/her TIS counterpart in
Stamford. Specific realizable performance targets must be established and understood
by all. (Morocco)

2. TIS Objectives Need to Focus On Transactions

While most TIS programs focus on transactions, there are instances of
multifaceted objectives which include aspects that are not transaction focussed. TIS
programs tend to succeed best when they are only transactions oriented--i.e.
development of investment, exports and technology transfer. They bog down when
they are called upon to facilitate local institutional development and other potentially
conflicting "social” objectives.

TIS programs need to clearly define their relationship with other institutions in
acountry. This requires working with them where possible, but not being responsible
for developing them or beholden to them for financing. The upgrading of local
technology or trade promotion facilities can best be accomplished by allowing the TIS
program to employ these resources on a contractual basis, as and when needed. So
as not to duplicate effort, TIS should consider linkages with the commercial services
of embassies (including that of the U.S.), the network of private consulting firms, R&D
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institutions, etc. In some cases, this may require the waiver of certain AID
regulations. (See conclusion # 10 below). TIS operations are labor intensive and can
be made more efficient if TIS staff builds working relationships with all of the available
services in country that offer some use to it.

TIS also needs to clarify with USAID the balance between "transactions” and
social objectives. Too often, TIS is held to potentially conflicting objectives. For
example, they might be called upon to work with small and medium scale companies,
but also be expected to generate significant numbers of employment. Or, they might
be expected to develop institutions while also generating transactions.

3. TIS Transactions Objectives Need to be Multidimensional

While the stated focus of TIS was to promote joint venture opportunities
between U.S. firms and local firms in AID client countries, the facilitation of such
international business linkages often results in business linkages between two firms
that was something less than joint equity investment. These "co-ventures” often
involve trading relationships and/or technology acquisition and absorption which
normally precede, and may or may not eventually lead to direct foreign investment.

The intervention processes by which these business linkages are facilitated, are
similar (perhaps identical), irrespective whether the objective of the assistance is
described as technology transfer, export promotion, or investment promotion. Almost
universally, the resulting international business linkages contain some aspect of all
three.

Generally, AID Mission programs seek all of these outputs to enhance private
sector growth in their respective client countries. However, some programs try to
place an emphasis on only one objective (e.g. investment) or exclude other types of
activities (e.g. trading). Botii market and political forces make it persuasive to
promote all the above transactions. TIS should not be unnecessarily excluded or
exclusively focused on one objective. How the objectives are described is more a
matter of convenience and emphasis and has little impact on the structure of the
intervention’s delivery system.

4. TIS Services Need to Be Multidimensional

In order to respond to the demand for a variety of services that are needed to
promote transactions, IESC’s newly defined "Multiple Business Services” strategy
makes good sense.

Currently, TIS offers a wide variety of services: use of VEs and paid local staff,

{in the case of Indonesia paid local consultants) for sector surveys in the local country,
company diagnostics, ABLE and other search services in the U.S. In the case of Sri
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Lanka, paid U.S. consultants are also used. All of these are well designed to
accomplish the matchmaking objective.

The major issue in providing multiple services is coordination and quality
control. There needs to be a clear understanding and full confidence in these services
by officers doing the promoting in the country. In some cases, there have been
criticism about an ABLE study or delay in mobilizing a VE for TA which has curtailed
the promotion of that service in-country.

Similar to the concept of TIS, Muitiple Business Services makes good sense
conceptually, but its effective implementation requires clearly defined channels of
communication, procedures and management responsibilities to assure that TIS
operations are not impaired. Selling these services requires a clearly defined
marketing strategy and objectives, clearly understood "products”, and good staff to
sell the product.

5. TIS Clients Require Proactive, Targeted Assistance

Contrary to the behavior of large scale firms, the normal behavior of TIS’ clients
(small and medium-sized businesses) is t0 react to specific business opportunities
presented by others, rather than be proactive in seeking such opportunities, or to
engage in long term investment planning. Development objectives and market forces
make it logical for TIS to target small and medium sized companies. Large companies
don't need TIS since there are numerous other service providers (e.g. banks,
consultants). Micro-enterprises and smaller companies are typically not attractive
enough or have sufficient production capability to make them suitable clients.

The TIS "Niche” is in selling credibility and confidence to companies that would
otherwise not consider or be reluctant to enter into an international business
relationship. This requires proactive and targeted services. For example, the
presentation of specific business opportunities to potential U.S. partners is more
productive than generalized mass marketing efforts to "promote" business
opportunities in an AID client country to the U.S. business community.

The technique of utilizing VEs to perform sector surveys in AlD client countries,
to identify specific opportunities for business linkages, has also proven to be cost-
effective. IESC has demonstrated that it enjoys a unique comparative advantage,
through its network of Volunteer Executives, to access the U.S. business community
to seek technical information, present such business opportunities as might be of
relevance to a particular U.S. firm, and to facilitate the matchmaking process. The
employment of this network of VEs in the U.S. for these purposes can be particularly
cost-effective.
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€. A Sector-Defined Marketing Strategy tielps Pick Winners

While the TIS programs are demand driven, in the sense that all local producers
who seek partners have access to the services, a sector-defined marketing strategy
tends to work to the advantage of the program.

There were significant variants to the chosen marketing ctrategies. Almost all
programs began with sector surveys to identify potential transactions. Morocco
defined the sub-sector with precision to allow a VE to cover the designated sub-sector
with 25 to 30 firm visits and then was ruthless in eliminating those producers that
could not or would not work to meet international standards, focussing on only those
who offered an opportunity for a major breakthrough.

In some instances the sector survey coverage was too broad and did not aliow
tor sufficient saturation coverage of the productive units in the industrial base of the
subsector. In Indonesia, for example, the Plastics Secter Survey covered only 31 of
174 companies. More precise targeting, both to select the sub-sectors and then to
identify the winners and losers before beginning the search wouid help the programs
achieve cost-effective levels. It should also allow for the establishment of more
precise output targets and the monitoring of achievements.

6.2 Implementation Issues
7. IESC Management Capability

Notwithstanding the unparalleled comparative advantages offered by the IESC
network to TIS programs, the operations are dependent on exceptionally effective
program management at both piers of the suspension bridge. Minor lapses at either
end cause the program to suffer serious setbacks, irrespective of the excellence of the
TIS program design. IESC management seems to be overextended and has not clearly
directed all programs. Quality assurance is essential to the TIS operation and that, in
turn, is dependent on the final 15% of the management effort. A small slip causes the
program to suffer disproportionately.

The Stamford operation is handled by a corps of relatively junior, albeit
energetic, highly motivated and well trained professionals. But the functions to be
performed sometimes require seasoned, experienced personnel who can be seen to
be serious "deal makers” by senior business executives. This corps of junior
professionals appear to need closer supervisory support, if they are to be expected to
perform the functions required of them.

Moreover, IESC is now considering the full integration of TIS into the formal
administrative structure of the Regional Vice Presidencies, thereby reducing the TIS
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supervisory responsibilities of the present structure to some ill defined "coordination”
function. While we see some merit to the proposed integration, it will be essential that
IESC provide the kind of supervisory management to the operation to assure that the
traditional TA program does not swamp the TIS program, at the same time avoiding
the diffusion of line authority over the program.

8. Multidimensionality and Integration Requires Strong Field Management

Notwithstanding the unparalieled comparative advantages offered by the IESC
network to TIS programs, the operations are dependent on exceptionally effective
program management at both piers of the suspension bridge. Minor lapses at either
end cause the program to suffer serious setbacks, irrespective of the excellence of the
TIS program design. IESC management seems to be overextended and has not clearly
directed all programs. Quality assurance is essential to the TIS operation and that, in
turn, is dependent on the final 15% of the management effort. A small slip causes the
program to suffer disproportionately.

The Stamford operation is handled by a corps of relatively junior, albeit
energetic, highly motivated and well trained professionals. But the functions to be
performed sometimes require seasoned, experienced personnel who can be seen to
be serious "deal makers" by senior business executives. This corps of junior
professionals appear to need closer supervisory support, if they are to be expected to
perform the functions required of them.

Moreover, IESC is now considering the full integration of TIS into the formal
administrative structure of the Regional Vice Presidencies, thereby reducing the TIS
supervisory responsibilities of the present structure to some ill defined "coerdination”
function. While we see some merit to the proposed integration, it will be essential that
IESC provide the kind of supervisory managzment to the operation from the project
director in the field to assure that the traditional TA program does not swamp the TIS
program, at the same time avoiding the diffusion of line authority over the program.

9. Cleariy Defined Communications and Proc.edures are Critical

Communications between the two piers of the suspension bridge (particularly
that needed to facilitate client conmmunication with potential parters), and simplified
procedures for provision of client services are an essential requirement to assure
timely and accurate respriises to requests for assistance.

We saw ample evidence of misunderstandings resulting from cultural
differences among TIS programs. Incomplete company profiles and imprecise
descriptions tend to result in wheel spinning, in which much energy and hard work
lead to no results. There is a tendency for reporting between Stamford and the field
1o be less than thorough and systematic. In the case of Indonesia the Country
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Director bslieves he could be of greater help to the TIS program if he were
consistently included in the information/reporting loop.

10. TIS Programs are Resource Intensive

TIS programs work better when a "critical mass" of effort is funded. While it
is recognized that pilot, experimental programs must be initially introduced at
minimum cost, the TIS programs have difficulty in performing in a cost effective
manner when they are too small to allow for the requisite level of effort. TIS is a
labor intensive effort and cannot do things on the cheap. It often requires intensive
client consultancies, not simply the provision of information (see point #5 above).
Only minor economies are derived by TIS from linkage with the IESC TA program,;
most management costs, and all program costs must be figured on a full cost basis.
For example, TIS must market its services on a proactive basis if it is to reach the
reactive segment (SMEs) of the productive sector.

11. TIS Requires A Great Deal of Flexibility From AID

The TIPS project in Sri Lanka has now introduced a "matching grants®
component, by which entrepreneurs are stimulated to take initiatives to develop
business linkages with U.S. firms, either to acquire technology, or to find new markets
and trade, or to invest in new productive operations. The matching grant approach
allows TIS to provide guidance to the entrepreneur and then makes it possible for
him/her to be the prime catalyst in moving towards a co-venture. This reduces the
level of direct involvement by TiS staff in the matchmaking process. Preliminary data
suggests that this is an excellent new service approach for TIS programs.

The Sri Lanka experience also identified a number of AlD regulations that seem
to interfere with such private sector support programs. USAID Sri Lanka’s efforts to
identify these regulations and to find ways to exempt the program from these
restrictions is an important lesson if AlD is to continue TIS programs with matching
grant components. Copies of documents prepared by the Mission to solve these
problems are provided in Annex C to this report. At this writing, all but one of the
AID regulations, (which clearly were not intended to deal with such programs) have
been waived or otherwise set aside. The only remaining problem is the insistence of
the Office of International Training to treat all business persons who are the recipients
of AID funded matching grants as AID participants and thus subject to Handbook 10
requirements, such as English language testing.
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Attachment 1
Scope of Work
Trade and Investment Services Project Evaluation
(Project PDC-0013-A-00-8160)

I. PURPOSE OF EVALUATION

The purpose of this mid-term evaluation is to assess the impact and
effecuiveness of the Trade and Investment Services Project (TIS) of the Bureau for
Prvate Enterprise (PRE). The evaluation should review the activities of the TIS
program over the past three years and determine the overall impact of the project
as well as the institutional ability of the contractor, the International Executive
Service Corps (IESC), in managing the project.

The tocus of the evaluation will be on both field operations as well as home
office acuvines. PRE created the TIS project 10 act as a catalyst for USAID
missions and other parucipants (local private sector business associations in
aovanced developing countnies) to contribute and share in the promotion of joint
and co-ventures of U.S. and loca! businesses in less developed, advanced
developing countrnies and countnes of emerging democracies. The PRE financing,
for the most part, was to suppor the headquaners activities of the contractor.

For the review of field office operations, the evaluation team will travel to
Portugal, Turkey, Morocco, Guatemala, Sri Lanka and Indonesia. These countries
have the most operational programs in the IESC portfolio (11 countries in total, not
including Central and Eastern Europe and the countries of the Commonwealth of
Independent States--CIS). In adgdition, the team will spend time talking to IESC
statf in the home office located in Stamford, Connecticut. These discussions will
focus on the activities of countnes cited above for field trips, as well as other
presently existing or previous TIS programs, particularly Egypt, the Dominican
Republic, and Central and Eastern Europe.

. BACKGROUND

The cooperative agreement between AID and IESC was executed in August
1988 tor an amount of $650,.000. Owver thirteen AID missions expressed an
interest in the program. The program was initially begun with the participation of




four missions in Guatemala, Morocco, Egypt and Yemen. Both the Guatemala and
Morocco programs, however, experienced considerabla delays before the mission
tunding was available for the project.

In 1989 AID added $184,000 to the agreesment to fund programs in Turkey
and Pontugal. The Chambers of Commerce of both countries were 1o provide the
counterpart funding. This was made avaliable in 1990 in Turkey and 1991 in
Portugal. In 1990, with the initiative crested by AID in Central and Esstern
Europe, PRE made $650,000 available for the initiation of the program in this
region. Soon, however, the Europe Buresu made funds available for TIS programs,
thereby making PRE funds unnecessary.

With the continuation of the program in Guatemala, Morocco and Egypt, PRE
smended the contract for use of these funds for the worldwide program. in 1991,
$600.000 was added for general operations and programs were t0 be initiated in
Tunisia, Ecuador, Jordan and Mexico. In addition, PRE created a special type of
program called “Fast Track® in Indonesia. Finally, the Sri Lanka mission began
financing 8 comprehensive TIS program.

Tris study will review all of the TIS operations, paying particular attention,
through the use of field trips, to the programs in Turkey, Portugal, Morocco, Sri
Lanka. Indonesia and Guatemala. The other programs were ot targeted for field
t1ips because one of the foliowing reasons: a) the countries do not yet or only
recently have field office statf assigned (Jordan, Mexico, Ecuador and Tunisia), b)
the program expired (Egypt) or, c) the program is funded by «ther branches of AID
(Central and Eastern Europe). These country programs will bt reviewed by the
team as part of an overall review of the home office operations out of Stamford,
Connecticut. The home office review will examine all the TIS program, including
activities in countries which presently do not have TIS programs (e.g. the
Dominican Republic).

. STATEMENT OF WORK

The contractor will field a team of two full-time evaluators who will be
responsible for the preparation and completion of the evaluation. The tasks of
these consultants will include, but not necessarily be limited to, those presented
below. -

The evaluation will be retrospective, assessing accomplishments, as well as
prospective, providing recommendations for possible changes in IESC's approaches
and methodologies that might be adopied to improve the future effectiveness of
the program.




The retrospective analysis will focus on the project’s sffectiveness in terms
of economic impact (generation of exports and employment, joint venture
formation as well as assisting U.S. companies in making investments overseas),
cost-effectiveness and efficiency ir: the delivery of services and overall
management of the program. The prospective analysis will focus on two issues.
One will be the future replicability and sustainability of the program. Can the
program be easily replicated in the same country using different personnel or in
other countries with different economic environments? Is it possible to develop
self-sustaining programs? What variations of the program can be most successful?
The other will be on improving the overall reporting and monitoring systems. What
improvements are necessary to track the resuits of the program and to develop
effective follow-up?

A. Retrospective Analysis

This analysis will focus on three issues: impact of the TIS program, cost-
effecuveness of services provided and overall management efficiency of the
program. Areas of analysis to be completed in each area are described below:

1. Impact

The impact of the project will be based on documentation of project results
in terms of estimated increase in exports, increase in employment, and increase in
foreign investment for the period 1989 to the present. Specific tasks will include:

- Quantify (where possible) the impact of IESC’s assistance;

- Interview specific clients and report on specific firm-level
benefits (both overseas and in the U.S.)

- Complete a benefit/cost ratio

This analysis will require interviews with TIS clients, project officers as well
as 8 thorough revievs of project documentation. The interviews should be used to
define: overall impact, level of atiribution that can be given to the TIS program for
generating the impact, quahitauve opimnion of the TIS program and recommendations
for the future. The evaluation team should try and define the stage in a client
company’s evolution that IESC's assistance 1s most likely to have optimal impact.

It is expected that the project team, where applicable, will try to talk to at
least 5 clients in each country (In Turkey, Portugal and Sri Lanka the program does




not have a long operating history. In Guatemala up to 10 clients may be
interviewed). In Morocco, the team will not have to compiste any firm-lsvel
interviews because a detailed evaluation was just completed of the TIS program at
the end of 1991. In Indonesia, where a "Fast Track® program is being developed,
the program has not yet developed a list of clients. Consequently, evaluation
etforts there will be more conceptual in nature, focusing on preliminary strengths
and weaknesses associated with the design of the project.

To the greatest extent possible, the tearmn should try and distinguish the leve!
of impact according 10 different country variables (e.g. level of export
development, sophistication of the firms). In addition, some interviesws should take
place with U.S. chents (particularly those doing business in an advanced
developing country-- ADC-- such as Portugal, or 8 "Fast Track®™ country such as
ingonesial. .

2. Cosi-Effectiveness

Trus area of analysis looks at the overall demand for services and level of
efton required by TIS to respond to that demand. The specific areas of analysis
mnciyoe

- Demand for TIS services

.- Ratios of requests to clients served to clients that show
tanpible benefits

- Comparative analysis with other programs using cost-
effectiveness indicators: Cost per job generated, exports
generated per program $ expended (costs should include home
office overhead)

Analysis of these areas should provide insight on whether the TIS program is
eflecuively leveraging their rzesources and achieving a reasonable level of impact
given the staffing and financial resource aliocations. The analysis should compare
the eftectuiveness across TIS programs, and where possible, with other trade and
Investment programs. '

3. Management Systems

The evaluation team should assess the management procedures and
implementation process foliowed by the TIS program. Some questions/areas of




analysis should include:

- Identification: What procedures are used to identify companies
as bonafide candidates for joint or co-ventures? Does the
program effectively market itself? Does the program effectively
respond to demand?

- Management Systems: Is the office organization in the field
and in the home office adequate for carrying out program
objectives? Should additional personne! be hired for overseas
operations? Is communication betwesn the field offices and
home office adequate? Are marketing efforts and interaction
with clients (visits, presentations, etc.) well organized and
targeted? .

- Reporting and Foliow-Up: What reporting systems are being
used? Are financial controls adequate? Are there effective
monitoring systems in place? How effective are the procedures
for tollow-up monitoring of impact or provision of additional
services?

B. Prospective Anslysis

The evaluation team should note imphications and present recommendations,
where appropriate, about the TIS project’s future strategy, operations and financial
support. There are two areas that warrant parucular attention: reporting and
monitoring, replicability ano self-sustainabdility.

1. Reporting and Monitoring

A key element of any investment and expon promotion program are the
reporting and monitoning systems. Such systems are effective for demonstrating
to constituents that 8 program s effectively achieving its objectives. It also is
usefu! for management in trying 10 determine which and how services should be

provided. -

Too ofien, projects speng 100 much ime and money on expensive and
complicated monitoning systems Trus evaluation should review and present
recommendations for a reporiing ang monitorning system that is timely and cost-
effective.
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2. Replicability and Sustainability

A recent evaluation of the Morocco IESC progrim posed the question: "Are
the successes of the TIS program the result of a process that can be replicated and
sustained into the future?*®

The evaluation team should review and make recommendations on how the .
TIS program can best replicate and sustain itself. This assessment. will require a
review of several factors including: number and skill of staff (e.g. local vs. foreign),
service fee charge policy, level of outside financial support, etc.

IV. LEVEL OF EFFORT AND WORK SCHEDULE

The evaluation team will be composed of two members, a team leader and
an exper in expon promotion and private sector development. The team leader
shall have a record of successful prior experience in conducting project evaluations,
including work as 3 team leader. The second individual should have relevant skills
in economics and experience in analyzing the impact of trade and investment
promotion programs. These skills should include design and analysis of impact
indicators, cost-benefit analysis, management procedures and monitoring systems.
Botn individuals should have demonstrated experience and familiarity in working
with projects involving private sector firms as beneficiaries.

The proposed work schedule 1S as follows:

Week 1: 1) Review of relevant matenals and interviews with project
officer n D.C;

2) Preparation of outhine and field-office work plans.

Week 2: 1) Prehminary interviews with project officers and review of
relevant project documents in IESC’s offices in Stamford,
Connecticut (5 days--2 team members).

Week 3-5: 1) Conduct field analysis in Portugal, Turkey and Morocco {1
team member) and Sn Lanka and indonesia (othar team
member). INOTE: The Morocco trip will only be for 2-3 days
since there was recently completed an evaluation of the IESC -
program in Moroccol.

2) Conduct fiel0 analysis in Guatemals (5 days, 2 team
members).

!




Week 6: 1) Conduct phone interviews of U.S. Companies (3 days, 2
team members)

2) Complete review of documents, interviews with key staff,
presentation of executive findings to IESC staff in Stamford
Connecticut (3 days, 2 team members) .

Week 7: 1) Complete dratt final

. Week 8: 1) Make final revisions {2-3 days)
* Final revisions may have to be wait until written comments are provided
by PRE gtaff
V. REPORTING REQUIREMENTS

The evaluation team will prepare 3 written report containing, at 8 minimum,
the following sections:

- Executive Summary (no more than 3 pgs. single spaced)
- Body of the Repon (following the outline of the statement of work)
- Conclusions and Recommendations
- Appendices including: a) evaluation scope of work, b) description of
evaluation methodology. ¢) list of people contacted, d) bibliography
Vi. PERFORMANCE PERIOD

The effective date of this Delivery Order 1is March 9, 1992; the estimated
completion date is May 15, 1992.
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ANNEX B - REPORTS OF CALL

A.

Guatemala

OCONORHEWN=

. IESC and TIS Staff

. USAID Private Sector Office

. Gremial

. CAEM

. FUNDESA

. 12 Guatemalan Companies

. 5 U.S. Companies

. Center for Investor Services (CSl)

. Guatemalan Investor’s Club (CIGUA)

Turkey

ONOOEWN=

. Turkish Union of Chambers of Commerce (TOBB)

. Investment Promotion Office of TOBB

. 7 Turkish Companies

. U.S. Embassy: Commercial and Economics Section
. Borsa Chamber of Commerce

. Ankara Chamber of Commerce

. OCITIF (French Investment Promotion Program)

. General Dynamics Investment Fund

Portugal

OMbWN

. Association of Portuguese Industries (AIP)
. Cooperative Ventures Section of AlP

U.S. Embassy: Commercial Section

. Portuguese Investment Promotion Office

3 Portuguese Companies

. French Investment Promotion Program

Sri Lanka

ONOOLWN=

. Richard Brown, USAID Mission Director

. Talbot Penner, Private Sector Development

. Steve Hadley, Private Sector Officer

. Chris DeSaram, IESC Country Director

. Two TIPS Client Companies

. General Manager, National Development Bank
. Elizabeth Ewing, U.S. Commercial Attache

. Roberto Bentjerodt, World Bank




Indonesia

. Robert Beckman, USAID Private Enterprise Development
. Jon D. Lindborg, USAID Project Officer

. Jason Brown, USAID Consultant

. Mr. Vos, IESC Country Director

. Harvey Goldstein, Harvest international

. Mark A. Edelson, Business Advisory Indonesia

. A. Sarbini, Chairman, Plasitc Maufacturers Association

. Antonio Villanueva, IESC Consultant

ONNOONDEWN=

IESC Stamford

. Hobart Gardner, Executive Vice President

. Harvey Wallender, Director of Marketing

. Judy Halleran, Assistant Manager, TIS

. Amy Eppes, Project Officer for Indonesia

. Karen Muir, Project Officer for Sri Lanka

. Wendy Staniar, Project Officer for Morocco

. Rick Mayer, Project Officer, Guatemala

. Jay Pati, Director, Advanced Developing Countries
. John Forman, Project Officer, Turkey

10. Kimberly Ross, Project Officer, Portugal

11. Craig Barnes, Chief, ABLE Program

12. Steve Koller, Data Systems Manager

13. Ross Sawtelle, V.P. Eastern Europe

14. Dick Wolfe, Former Country Director, Indonesia

VOVOOBWN =

AID/Washington

1. James Vermillion, Trade & Investment, LA Bureau

2. John Gunning, Sri Lanka Desk Officer

3. Ed Wise, Project Officer, Bureau for Private Enterprise
4. Catherine Boyd, Indonesia Desk Officer

U.S. Dept of Commerce
1. John Simmons, International Trade Specialist, South Asia

2. Tom Welsh, International trade Specialist, Central America
3. Bill Golike, International Trade Specialist, Indonesia
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Annex C -- Documents Prepared by USAID Sri Lanka to Reconcile TIPS Matching
Grant with Standard AID Regulations

Effective implementation of the matching grant aspect of the TIPS project
required the USAID to seek waivers from numerous AID regulations which were never
intended to cover programs of this nature. It is instructive to review this experience
since future TIS programs may run into the same problems. Fortunately, all but one
of these problems have been satisfactorily resoived as of the time of this review. The
remaining issue, having to do with English language testing requirements for business
persons who receive partial funding through TIPS matching grants to travel to the
U.S. for business purposes (a requirement under AID Handbook 10, since the business
persons, particularly those who travel under the TIPS funded Entrepreneurs
Iinternational (E.l.) program, fall under the definition of AID P&rticipant) is still a
contentious problem which impedes effective project implementation. These issues
are:

1 - Applicability of AID Handbook 10 (Participant Training) ruigs to TIPS clients;

USAID’s arguments are persu 13ively described in attachment -- to this report
(Memorandum dated December 12, 1991 from Steve Hadley. The subject was
raised with AID/W in 91 Colombo 06895 and Colombo 01346. Surprisingly,
AID/W responded in State 116094 that "...the Director, OIT finds no basis to
approve such a waiver.” It appears to us that the USAID case was well made
and OIT’'s response, proposing a process of individual waiver requests, is
bound to reduce program effectiveness, increase program costs and result in
misallocation of valuable project management time.

We question whether ‘TIPS clients need to be regarded as AID participants,
given the nature of their business in the U.S. and the fact that they are funding
a portion of their own travel costs. A TIPS matching grant has many of the
characteristics of a bank loan. It is normally up te the recipient to manage
his/her own program. In this instance, it is IESC, not OIT, that is making most
of the arrangements in the U.S. for the TIPS client.

2 - Source, Origin and Nationality Rules applicable to the Cooperative Grant;
The USAID found that AID regulations dealing with this subject contain
ambiguities that could result in challenges to IESC actions by auditors. It
utilized «he "Request for Approval of Deviation for Handbook 13 Grant”
procedure contained in Handbook 13, Section 1E.2. A copy of the Deviation
Request, dated September 18, 1991, is attached. Once issued, the USAID, in
concert with IESC, prepared a Statement of Rules and Definitions to cover this
subject. This statement is also attached.

3 - Prohibition Against Purchasing Services from Ccves/nment Agencies; One
of the objectives of TIPS is to encourage clients to utilize local sources of
technology, when available, with the matching grant. Local sources include Sri
Lanka Government laboratories, such as CISIR. AID regu!ations prohibit the




expenditure of funds for services provided by government agencies. A waiver,
dated January 9, 1992 was signed by the USAID Director.

4 - Audit of Sub-Grant Recipients; A recent amendment to AID regulations
mandates audits of sub-grants as well as audits of the entity receiving the sub-
grant. Thus every TIPS client would have been subject to AID audit of the
company. The regional IG, in his message Singapore 08222 dated 6
September 1991 agreed that this requirement would not apply to the TIPS
project.

5 - Monitoring Requirements of Client Purchases of Equipment; USAID
established rules governing test equipment purchased by TIPS clients under the
matching grant to assure compliance with AlD Regulations. See attached letter
from Stephen Hadley to TIPS dated January 13, 1992,

6 - Remuneration For Key TIPS Personnel; AID rules for contractors and others
concerning pay scales and other forms of compensation had to be carefully
reviewed to allow adequate compensation structure to attract and retain
superior candidates for the key positions in TIPS.

7 - Adherence to Lautenberg Amendment; Attached Memo to the Files dated
October 21, 1991 describes the deliberations by USAID with respect to this
requirement.
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January 13, 1992
Mr. lorne Olsen
CEO/TIPS
International Executive Service Corps
1, Spathodea Avenue
Thimbirigasyaya Road '
Colombo 5

Dear Mr. Olsen,

We refer to the muny discussions we had on approval, reporting
and inventory of commodities procured by TIPS clients with sub-
grant funds, as well as IESC'’s own commodity procurements. We
sought the advice of our Contracting Officer regarding provisions
in the Cooperative Agreement and other A.I.D. general rules that
would apply in this connection, as well as our Projects office
advice on Mission policy on sub-grantee commodity procurement. We
conveyed to you the results of these consultations, which we
would like to confirm in this letter.

2) Commodities procured by IESC:

(i) IESC does not require prior USAID approval for IESC’s routine
commodity procurements, except when source/origin waivers or
other waivers or deviations to normal ways of procuring
commodities are needed, and in the case of certain types of
commodities. The clauses in the Cooperative Agreement on
Procurement of Goods and Services and AID Fligibility Rules for
Goods and Services include, in addition to general procurement
requirements that IESC must adhere to, circumstances under which
prior USAID approval is required for commodity procurement.

(ii) IESC is required to maintain an inventory of all non-
expendable items exceeding $500 in value that it procures and to
report that inventory to USAID annually. USAID will, annually,
carry out a physical verification of the inventory.

b) Copmodities procured by sub-grantees:

IESC is required to maintain an inventory of all non-expendable
commodities exceeding $500 in value procured by sub-grantees.
IESC is pot required to report these procurements to USAID.
Instead, IESC is required to implement an appropriate systen,
according to IESC’s cwn internal standards and procedures, to
ensure that the inventory is frequently updated, and that the
sub-grantees are in possession of the commodities and are using
them in the manner and for the purpose for which such commodities
were procured. In cases where an item may have been destroyed,
sold or is otherwise not available for use as originally
anticipated, that should be indicated in the inventory.




c) Marking:

All commodities procured by IESC and by sub-grantees must be
suitably marked to identify them as U.S. foreign assistance, i.e.
marked with the A.I.D. insignia.

1

We trust the foregoing summarizes various guidance provided to
you from time to time. Please let us know if you need further
clarification.

Sincerely,

g

Stephen Hadley
Office of Private Sector Development

Clearance: TPenner, PSD E
Wieffers, PRJ

AID:PSD:Weera%cera:nv:Ol 3/92
v




Waiver Control No. 383-52-005

ACTION ‘
Through : Talbot Penner, PSD ;:
From : Steve Hadley?’PSD C—————

Subject : Waiver to Make the Ceylon Institute for Scientific and Industrial
Research (CISIR) Eligible as a Supplier of Technology-related Services
under the Technology Initiative for the Private Sector (TIPS) project
(Project No: 383-0108)

Date : January 9, 1992
Problem:

One of the sub-objectives of the Technology Initiative for the Private Sector (TIPS) project is
to encourage the development of a competitive group of local suppliers of techriology-related
services to industry. Most of those suppliers in Sri Lanka, including the pre-eminent

supplier - the Ceylon Institute for Scientific and Industrial Research (CISIR), are Government
of Sri Lanka (GSL)-owned agencies. A.I.D. Handbook 1, Supplement B, Section 5D3
precludes purchase of services with A.I.D. funds from government-owned organizations.
While TIPS plans to encourage the purchase of services from private suppliers to the
maximum extent possible, a waiver is required to allow TIPS sub-grantees to purchase
services from CISIR, when they are not available from local private sources.

Discussion:

During the design of the TIPS project, the manner in which the project would help local
science and technology institutions such as the CISIR to respond effectively to the needs of
industry, was discussed extensively by the Mission and the GSL. The project design
concluded that the main problem to be addressed by TIPS was insufficient demand for
technology-related services by private sector firms, not the quality of supply of those
services. It was envisaged that the total of $6.3 million to be given as TIPS "Technology
Grants” to eligible private sector firms would create a demand for technology related services
and thereby, indirectly, bring about the responsiveness to the needs of the industry that is
expected of the local science and technology institutions. This "demand pull” mechanism was
expected to be more effective in achieving the desired result than direct institution building
assistance to such organizations.
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On the basis of this reasoning, subsequent requests by the GSL for direct assistance to CISIR
under the TIPS project have been tumed down by the Mission. At a TIPS Project Committee
meeting held specifically to discuss such a request on October 17, 1991, this position was re-
affirmed. However, it was agreed that the Intemational Executive Service Corps (IESC), the
recipient of a grant under a Cooperative Agreement to implement the TIPS project, will
“continue to explore, as originally envisaged, all possible avenues to encourage not only
CISIR, but all other local organizations supplying technology-related services, to. link up with
private sector clients in grant-funded activities.*

There are a very limited number of firms or institutes, private or public, supplying
technology-related services in Sri Lanka. Among this limited number, only CISIR has the
technical and institutional capability to supply certain services that TIPS sub-grantees are
likely to require. Only CISIR, for example, can perform comprehensive chemical analysis
and physical property testing of raw materials or finished products, and assist industrial firms
to conduct applied research and development.

As a general rule, the preference of TIPS sub-grantees will likely be to buy technology-
related services from private sector suppliers, if available. However, given the limited
number and the limitations of such entities, flexibility is required to allow sub-grantees to
purchase from CISIR when there are no private sector alternatives.

Justification and Authonity:

Pursuant to A.l.D. Handbook 1, Supplement B, Section 5D10a(2)(a), a waiver to make
government-owned organizations eligible as suppliers of services is justified when "the
competition for obtaining a contract will be limited to host country firms or organizations."

The types of technology-related services that TIPS sub-grantees may wish to purchase from
local R&D entities (CISIR and private sector firms) include product testing services, use of
laboratory facilities for small-value applied R&D, work and time: studies in sub-grantees’
production facilities, and similar services that would require, for reasons of practicality, the
entity providing the service to be physically located in Sri Lanka. Moreover, the purpose
behind encouraging TIPS clients to purchase services from local R&D entities is to contribute
towards the development of a competitive group of local suppliers of technology-related
services to industry, It is expected that, in practice, competition for the purchase of such
technology related-services will be limited to Sri Lankan firms or organizations. Our best
estimate of the value of such services purchased by sub-grantees from local firms or
organizations, is less than $500,000 over the entire duration of the project.

Pursuant to A.I.D. Handbook 1, Supplement B, Section SD10d(2), you have the authority to
grant a waiver, without financial limit, to make government-owned organizations eligible as
suppliers of services, based on the criterion prescribed in A.I.D. Handbook 1B, Section
5D10a(2)(a). ‘

AV



Recommendation:

Based upon the justification presented above, it is recommended that you approve the
requested waiver to make the Ceylon Institute xor Scientific and Industrial Research (CISIR)
eligible as a supplier of technology-related services under the Technology Initiative for the
Private Sector project.

Approved: crrrra—
Richard M. Brown
Director
Disapproved
Date ofr 7/92—
Clearance:  KTumer, RLA  Som BLA az/cslm“,
PBaldwin, PRJ
Glones, DD T

AlD:PSD:NWct%gkcm:nw:Ol/W/QZ
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Through: Talbot Penner, , PSD

From"g'gteve Hadley, |

Subject: English Lnnguage Tstlng for Entnpnnmxs International Trainees under the
TIPS Project

Date: December 12, 1991

Problem: Your assistance is desired to resolve a longstanding issue with regard to AL/GU
testing for Entrepreneurs International (EI) candidates under the TIPS project. USAID/Sri
Lanka was informed by OIT in August, 1991 that formal ALI/GU testing for EI participants
would no!l be required. We now understand that OIT may have changed its position.

Background:

1. It is estimated that about 300 technology sub-grants will be made to private sector firms
under the TIPS project. Perhaps half of these sub-grants will fund, among other activities,
tnps o the U.S. by representatives of sub-grant recipient firms. These trips could be for
purposes such as negotiating business linkages; short intemmships in U.S. firms to leamn
processes, labor management, material handling techniques etc.; attendance at trade shows;
etc. It is intended to arrange such trips through the EI program.

2. Handbook 10 requires ALI/GU testing for all A.1.D participants. Since EI procedures
require the use of a PIO/P, El trainees automatically become "participants®, even though the
purpose and duration of these trips under TIPS are very different from the academic type
training which require a level of English language proficiency necessary to pass the ALI/GU
test.

3. In August, 1991, during a workshop of USAID training officers from A.L.D. Missions
worldwide, the Sri Lanka Tmmng Officer was informed (verbally) by OIT staff, in
Washington, that OIT would waive the ALI/GU test requirement for EI business persons and
substitute, instead, language proficiency certification by Project Officers.

4. According to OIT staff it is no longer ccnmn\hat the Director of OIT will approve such a
waiver.

5. The El Project Manager and PIET (the EI contractor) are prepared to process ElI PIO/Ps
without ALVGU scores but stress that, without the approved waiver, Missions that proceed
with the originally suggested informal languags certification may be vulnerable to audit
criticism for not following Handbook 10 guidelines.
V7
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Discussion: The ultimate criterion for OIT in determining whether to approve a waiver from
ALVGU testing for EI participants is likely to be cost-effectiveness. Will U.S.G. funding for
El participants be more effectively spent with an informal language test rather than the formal
ALUGU test?

We believe it will be. TIPS clients are "go-getters”, in business, with a keen eye for the
bottom line. USAID has worked with these clients on numerous occasions over the past 7-8
years. Many have hosted TESC Volunteer Executives (VES) (who only speak English) in the
past. These VE clients have been able to communicate very well with the VEs they worked
with. The English language proficiency of Sri Lankan business people has been demonstrated
by the ability of TIPS-type businesses in Sri Lanka to leam or absorb new business
techniques or technologies. Under the TIPS program, large numbers of U.S. business persons
will work for short periods of time with TIPS clients in the offices or on the factory floors of
the latter. We are confident of the ability of TIPS clients to communicate effectively with
incoming U.S. business people.

TIPS “exchanges” are not classroom oriented training. The typical TIPS client in the U.S.,
for example, will see new equipment, gbserve material handling methods, and so forth. Even
if the English language ability of TIPS clients were generally inadequate for the classroom
(which it is not), the principal benefits of El visits would still be achieved.

Finally, TIPS businesses will be paying at least one third of the total cost of EI participation
themselves. They are prepared to risk their own funds for EI trips. They are extremely
unlikely to invest in programs that they are unlikely to gain from.

If we were to institute a full ALI/GU testing program, formidable problems would arise:
- ALUGU testing capacity of the Mission will have to be radically increased.

- It will result in considerable delay in processing EI clients. These clients, with their
business deadlines and schedules, will find such delays unacceptable.

- It will significantly lower the credibility of the TIPS program amoﬁg the business
community. They will not understand USAID's requirement, they will question
USAID's judgement, and they may tum away from TIPS.

Given these “costs®, it would appear that the U.S.G. funds will be spent more effectively if a
waiver from the ALUGU test requirement is granted for EI trips under TIPS, to allow
certification by the Mission Project Officer to be adequate proof of language proficiency
required for the specific objective of each trip. This certification would be based on oral
interviews conducted by the Project Officer, and documented on the Nomination Form. In
instances where the Project Officer is in doubt about a candidate's language proficiency, then
such a candidate could be required to sit for the ALI/GUJ test.

e




Recommendation: That you present to the Director of OIT, our case for a waiver from the
ALUGU test requirement for private sector El trainees under the TIPS project, andto.
substitute this requirement with Project Officer certification of English language proficiency.

3

: Clearance: = Wleffers, PRJ e
Glones, A/DIR ﬁfr JIM“/
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T L emmaem e P RM-1500 ) 02504561  P.02

OP-DEV-91 2

September 18, 1991

THRU : Llanny xata‘,’&co, USAID/India
FRONM : Btephen J. HadlofggPsb. USAID/Sri lanka
SUBJECT :

Request for Approval of Deviation for Handbook 13
drant

i Your approval is requested for a deviation fron the

source, origin and nationality rules applicable to a grant under
a A.1.D. Handbook 13 cooperative agreement.

: The following information is provided in accordance
with Handbook 1), Beotion 1E.2.

(a) "“identification of the proviaeion, policy
or procedure from which a deviation is
sought”

Under the Handbook 13 Standard Provision Clause entitled "AID
Bligibility Rules for Goods and Services,” a $230,000 threshold
applies to deternine the procedures for procuring non-U.S. goods
and services under grants. If the estimated procurenent under a
grant ie $250,000 or below, an "order of prefarence® procedure
applies) if the estimated procurement ies above $230,000, prior
Grant Officar approval is required, A.I.D./W has advised
USAID/8ri Lanka that the $250,000 threshold applies to the

aggregate amount of planned procurement under the primary grant
and all subgrants issued thereunder.

As discussed nore fully below, approval of a deviation from this
rule is deing requested.

(b) “tull description of the deviation
and the circumstancas in which it
]

\

The Qevistion for which approval {s requested would permit the
$250,000 procurement threshold, whioch determines what approval
procedures must be used vhen non-U,S. procurement is undertaken,

to be applied separately to the prime grant and each subgrant.
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{o) Zthe intended effect of the deviation®

A key objective of the project which finances the grant in
question is to improve the capability of private 8ri Lankan firzs
to identify their technological needs, to select appropriate
technological services and commodities to meat these needs and to
master and 1ntograte such technologies into their operations.

The responaibility for these actions is intended to reside with
the proouring firm that receives & subgrant. The separate
application of the $230,000 procurement threshold to the prime
grant and each subgrant will reflect the actual arrangements

oonoerning control of the procurement process and use .0of the
conaodities and services procured.

{d) “wvhether the daviation has been requested
previouply"

The reguested deviation has not been rejuested previously.

{e) “name of recipient and identification of the
grant or cooperative agreement affected,
dncluding the dollar valuer

The recipient of the grant wvhich is the subject of this deviation
request is the International Executive Bervice Corps ("IEBC")
under Cooperative Agreement No. 381-0108-A=-00-1027. The
effective dates Of the grant are March 29, 1991 tc December 31,
1996. The total value of the grant to IESC is $§11,500,000.
Howvaver, $6,300,000 of this amount is budgeted for IESC to make
approximately 300 grants to private sector firmes over the life of
the grant o enable such firms to acquire taechnological services
and conmmodities that will enhance the production and export
capabilities of thess firms, and create potential linkeges for
co-ventures or technology transfer with U.8. businesses.

(f) Zaatalleq reagona suopQriing tha Xeduest®

Under the Technology Initiative for the Private Sector ("TIPS”)
Project in Sri lLanka, the grant to IESC includes furds that are
specifiocally allovated £or IZ3C’s use and funds that IESC will

use to provide technology subgrants to private 8ri Lanka firms.
With the funds provided as subgrants, private sri Lankan firmes

will procure needed technological goods and services, up to 50

percent 'of the total coat of each activity bheing financed with
their own funds.
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vwith the funds specifically sllocated for IESC’s direct use, IESC
vill undertake the procurement of goods and services it will need
for its local operations and to provide support to project
activitiea. It will also use grant funds to procure technical
services that can dbe made available to all subgrantees.

Under the IESC cooperative agreement, there is a separate line
iter for 96.) million {n funds that will be used only to issue
technology subgrants. A potential subgrantee will submit a
proposal to obtain funds (on a cost-sharing basis) from IESC to
procure technical goods and services necessary to upgrade the
subgrantee’es business. The subgrantee will use the grant funds
to undertake procurement of the approved services and commodities
on its owvn. 7The decision as to what kinds of technical goods and
services the subgrantee needs is made jointly when the
applieant’s grant prepesal is appreved by IBCO.

However, a primery objective of ths technology subgrant program
is to enhance the gubgrantes’s capanility to identify its
technical needs and to select the appropriate goods and saervices
to meet those needs. Therefore, the responsibility for the
norral comnercial process of identifying one’s needs and
procuring that which i{s needed tn satimfy thomse neades {e intendad
to reside with the, subgrantee as much as possible. Under the
TIP8 Project, that process i{s inrluenced but not controlled by
TZ8C. The Mission’s desire to permit the separate application ot
the 9250,000 procurement threshold to the IESC grant and to each
subgrant issued thereunder is not a device to facilitate the
proourement of non-U.5. goods and sarvices. Instead such an
arrangenent vould reflect the actual arrangements concerning
enntrol of the procuremant process and use of the goods and
services to be procuraed. It would alsc reinforce one of the
project’s primary objectives which is to have private 8ri Lanka
firms take on the responsibility to identify their technological

needs and to select goods and services to mest those needs, in
each case in a standard commercial manner.

BECOMMENDATION: That you approve the rsquested deviation to the
source, origin and nationality rules applicable to Handbook 13
grants to permit the $250,000 procurement threshold which
determinaes the procedures for proourirg non-U.S. goods and

services to be applied separately to the IESC grant and to each
subgrant issuec thareunder.

\




The com=ents of H3/PPE concarning the rsquasted dsviation are in
Attachmant A hareto. NS/PPE advised the mission that the
exceptions to the Buy Anerica rules for locsal professionsl
services contracts valued up 'to $230,000 and for U.8. oxaigin,
local source commodity procurements valued up to $100,000 ara
applicable $e NMandbuuk 13 grants as well as A.I.D. contracts.
Conssguently, the dragt of the nemorandum which was reviewed by

M8/PPE was revised atter receipt of their commants to delate-the

discussion which rsquested a deviation to psemit the-foregoing
exceptions to apply to a Handbook 13 grant. y
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L_RULES

(1) Rules goveming direct procurement by IESC under the grant:

The source and origin of all commodities anC aationality of the suppliers of all commodities
and services to be procured by IESC must be U.S., subject to the following exceptions:

(a) Commodities or Services:

Any individual transaction whose value does not exceed $5,000, exclusive of transportation
costs, provided the source and origin of commodities and the nationality of the suppliers of
commodities or services is from the “"Special Free World" (A.I.D. Geographic Code 935)
countries. g

(b) Commodities:

Individual transactions whose value does not exceed $100,000 in the procurement of U.S.
origin, Sri Lankan source commodities.

(c) Services:

Professional service contracts with Sri Lankan individuals or firms individually valued up to
$250,000.

(2) Rules governing sub-grantee procurement of goods & services:

The following rules apply to procurement of goods and services by sub-grantees using sub-
grant funds under the Technology Grants Program.

(a) Commodities

(i) Sub-grant funds should not generally fund the procurement of production
equipment and/or any other commodities that a firm would, in the absence of the TI'S
project, acquire in the normal course of its business. Nor shall the procurement by the
sub-grantee out of its own funds of such commodities generally be considered as part
or full compliance of the cost-sharing requirement by the sub-grantee. Except in
unusual cases, procurement with sub-grant funds shal! be limited to certain types of
commodities such as testing equipment, prototypes and similar commodities that form
an indispensable part of the overall activity under the sub-grant.

(ii) The total sub-grant funded portion of the value, of commodities to be procured
under a sub-grant shall not exceed $5,000.




(iii) The first preference for the procurement of commodities as per (i) and (ii) above
should be the United States. However, the source and origin, and the nationality of
suppliers of such commodities can also be from the *Special Free World® (A.I.D.
Geographic Code 935) countries!.

(b) Services

The first preference should be to procure services from suppliers of U.S. nationality. IESC
should strongly encourage sub-grantees to adhere to this requirement. However, this will npt
always be practical or cost-effective. Moreover, TIPS has a sub-objective of ‘encouraging the
development of a competitive group of local suppliers of technology-related services to
industry. Hence, several exceptions are allowed as follows:

(i) If the sub-grant funded portion of the value of the required services does not
exceed $5,000 per transaction, the nationality of the suppliers of such services can be
of countries in the "Special Free World" (A.1.D. Geographic Code 935).

(ii) If the sub-grant funded portion of the valus of the required services exceeds
$5,000, the nationality of the suppliers from whom services will be procured shall be
selected by the sub-grantee in accordance with the following declining order of
preference:

(A) The United States

(B) Sri Lanka

(C) Selected Free World countries (A.I.D. Geographic Code 941), and
(D) Special Free World countries (A.1.D. Geographic Code 935).

Application of the order of preference: Services from a supplier of U.S. or Sri Lankan
nationality may be procured up to the value of the sub-grant without justification;
however, as indicated above, sub-grantees are strongly encouraged to use U.S.
suppliers unless reasons of practicality and cost-effectiveness prevail. When a sub-
grantee procures services from a supplier of a nationality in categories (C) and (D)
under the order of preference above, IESC should ensure that the sub-grantee
documents its files to justify each such instance. The documentation should set forth
the circumstances surrounding the procurement and should be based on one or more o
the following reasons:

! The Authorized Geographic Code for procurement under sub-grants is 000 (U.S. oaly). There is an exception
to this rule for procurements valued at $5,000 or less per transaction, which may be from Code 935 countries. Since
the total procurement of commodities under a sub-grant is limited to $5,000 as per (ii) alove, such procurement can
be from Code 935 countries.
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(1) The procurement was of an emergency nature, which would not allow for
the delay attendant to soliciting suppliers of preferred nationalities;

(2) The price differential for procurement from suppliers of preferred
nationalities exceeded by 50% or more the delivered price from the supplier of
the selected nationality;

(3) Impelling local political considerations precluded consideration of suppliers
of preferred nationalities; or

(4) The services were not available from suppliers of preferred nationalities.

All expenditures in connection with participation by sub-grantees, using sub-grant funds, in
activities in third countries i.e. countries in the "Special Free World® (A.1.D. Geographic
Code 935) other than the U.S. and Sni Lanka, shall be subject to the rules governing
procurement of goods or services under the sub-grants. In addition, the following rules will
apply to participation by sub-grantees in trade shows in third countries:

(a) Sub-grant funds shall not finance participation in trade shows where the goods and
services demonstrated are solely those of third countries.

(b) Sub-grant funds may be used for a trade show in a third country if goods and services of
U.S. firms or of firms from many countries, including the U.S., are demonstrated.

(c) Sub-grant funds may be used if the sub-grantee is demonstrating his/her own product.

(4) Ely America Act

All air travel and shipments under this grant, both directly by IES ' and by sub-grantees, are
required to be made on U.S. flag carriers to the extent service by . ich carriers is available,
A U.S. flag carrier is defined as an air carrier which has a certif .. i of public convenience
and necessity issued by the U.S. Civil Aeronautics Board author ::1g operations between the
United States and/or its territories and one or more foreign countries. One exception to this
requirement is that, if the use of a U.S. flag carrier would require the traveller to wait six
hours or more to make connections at an interchange point, then the use of a foreign air
carrier is allowed if such service is available before the U.S. flag carrier service. For
additional scheduling principles that would determine the availability or non-availability of
U.S. flag camiers in various situations, please refer the Standard Provision to the Cooperative
Agreement entitled "Air Travel and Transportation.”

. Ill‘.




(5) Ocean Transportation of Goods

Whea goods procured with this grant, funded either directly by IESC or by sub-grantees, are
transported to Sri Lanka on ocean vessels, IESC should ensure that such transportation is
made on privately owned U.S. flag commercial ocean vessels in accordance with the Standard
Provision to the Cooperative Agreement eatitled *Ocean Shipment of Goods®.

Final note: because, as shown above, A.1.D. regulations apply wherever A.1.D. funds are
used, even {f only 1z sartially finance a particular purchase, it may be easier, when
negotiaring a sub-grant with a client, to suggest the cliens pay for that particular purchase
with his/her own funds if adhering to A.1.D. rules would be problematic.




(1) Authorized Geographic Code

* Authorized Geographic Code" is 000 which means the United States only, unless a specific
exception to this rule is specified in this guidance. An explanation of all relevant A.1.D.
geographic codes is set forth in the Attachment hereto.

Q) S Origin and Nationali

(a) Source: “Source® means the country from which a commodity is shipped to Sri Lanka or
Sri Lanka itself if the commodity is located therein at the time of purchase

(b) Origin: The “origin® of a commodity is the country or area in wluch a commodity is
mined, grown, or produced. A commodity is produced when thmugh manufacturing,
processing or substantial and major assembling of componcnts a commercmlly recognized
new commodity results that is substantially different in basic characieristics or in purpose or
utility from its components.

(c) Nationality: Nationality, for everyday purposes, can be thought of as the “citizenship” of
the individual or firm that provides a good or service.

(i) Nationality of Suppliers of Commodities: A supplier providing goods must fit one of the

! Componeniiy: Rules on components assure that the benefit of the "origin® rule accrues to the producing
country. “Components® are goods that go directly into the production of a produced commodity. A.I.D.
compooentry rules for commodities produced in eligible source countries are as follows:

(1) 1If the commodity contains no imported componeat, it meets A.1.D.'s componeatry requirements.
(2) If the commodity contains components imported from countries included in Geographic Code 935 which are not

included in the authorizad geographic code for the procurement, the components are limited according to the
following rules:

(s) They are limited oaly if they are acquired by the producer in the form in which they were imported.
(b) The total cost of such components to the producer of the commodlty (delivzred at the point of
production of the commodity) may not exceed 50 percent of the lowest piics {excluding the cost of ocean
transportation and marine insurance) at which the supplier makes the commodity availsble for export sale
(whether or not financed by A.1.D.)

(3) Any component from a non-Free World country makes the commodity ineligible for A.1.D. financing.

G i{,
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following categories to be eligible for AID financing?:

(1) An individual who is a citizen or a legal resident of a country or area included in
the authorized geographic code.

(2) A corporation or partnership organized under the laws of a country or area
included in the authorized geographic code;

(3) A controlled foreign corporation, i.e., any foreign corporation of which more
than 50 percent of the total combined voting power of all classes of stock is owned by
United States shareholders within the meaning of Section 957 et seq. of the Internal
Revenue Code, 26 U.S.C. 957; or

(4) A joint venture or unincorporated association consisting enurely of individuals,
corporations, or partnerships which are eligible under any of the foregoing categories.

(ii) Nationality of Suppliers of Services: An individual or a privately owned commercial firm
is eiigible for financing by AID as a contractor or as a subconiractor providing services only
if the criteria in subparagraphs 1, 2 or 3 below are met.

(1; The supplier is an individual who is a citizen of and whose principal place of
business is in a country or area included in the authorized geographic code or a non-
U.S. citizen lawfully admitted for permanent residence in the United States whose
principal place of business is in the United States;

(2) ‘The supplier is a privately owned commercial (i.e., for profit) corporation or
partnership that is incorporated or legally organized under the laws of a country or
area included in the authorized geographic code, has its principal place of business in
a country or area included in the authorized geographic code, and meets the criteria
set forth in either subparagraph (A) or (B) below:

(A) The corporation or partnership is more than 50% beneficially owned by
individuals who are citizens of a country or area included in the authorized
geographic code and non-U.S. citizens lav/fully admitted for permanent
residence in the United States. In the case of corporations, "more than 50%
beneficially owned® means that more ¢lian 50% of each class of stock is owned
by such individuals; in the case of partnerships, "more than 50% beneficially
owned" means more than 50% of each category of partnership interest (e.g.,

2 Citizens of any country or area or firms or organizations located in, organized under the laws of any, or
owned in any part by citizens or organizations of any country or area not include in Geographic Code 935 are
ineligible for financing by AID as suppliers of commodities or as agents in connection with the supply of
commodities with the exception of noa-U.S. citizens lawfully admitted for permanent residence in the United States
as individuals or owners, regardiess of their citizznship.
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general, limited) is owned by such individuals. (With respect to stock or
interest held by companies, funds or institutions, the ultimate beneficial
ownership by individuals is controlling.)

(B) The corporation or partnership:

(2) has been incorporated or legally organized in the United States for
more than 3 years prior to the issuance date of the invitation for bids to
request for proposals, and

(b) has performed within the United States similar administrative and
technical, professional, or construction, services under a contract or
contracts for services and derived revenue therefrom in each of the 3
years prior to the date described in the preceding paragraph, and

(c) employs United States citizens and non-U.S. citizens lawfully
admitted for permanent residence in the United States in more than half
its permanent full-time positions in the United States, and

(d) has the existing capability or can provide the necessary resources in
the United States to perform the contract.

(3) The supplier is a joint venture or unincorporated association consisting entirely of
individuals, corporations, or partnerships which are eligible under 1 or 2 above.

(3) Sub-Grantees

To be eligible for sub-grants under the project, potential sub-grantees should meet the
following criteria:

(a) SMnﬂs’hm Sub-grantees should be privately owned commercial(i.e. for profit)
enterprises”. Private ownersuip is taken to mean sole propnetorshnps. partnerships by private
individuals or institutions, or limited liability companies with more than 50% share or stock
ownership by private individuals or institutions. Private institutions are institutions other than
govermnments or agencies thereof.

(b) Nationality: Sub-grantees should be commercial enterprises registered or incorporated in
Sni Lanka and should have their principle place of business, operations and in the case of
manufacturing enterprises, their manufacturing facilities, in Sri Lanka.

3 Associations of private firms and joint efforts between research institutions and/or commercial banks are
also eligible. In all such cases, the the sub-grantee private firm will teke the lead in grant funded activities and will
be responsible for paying the client contribution of the total cost.

2




Trans. Memo. No. | Effective Date Page No.
AID HANDBOOK 11 11-1:7 Sept. 7, 1989 1A-1

ATTACHMENT 1A .
RELEVANT AID GEOGRAPHIC CODES

000 UNITED STATES
899 FREE WORLD

Any area or country in the Free World* excluding the cooperating country
itself.

935 SPECIAL FREE WORLD

Any area or country in the Free World* including the cooperating country
ftself.

941  SELECTED FREE WORLD

Any independent country in the Free World*, excluding the cooperating
country {tself and the following:

turope Other
Andorra Luxembourg Angola Kuwait
Austria Malta Australia New Zealand
Belgium Monaco Bahamas Qatar
Denmark Netherlands Bahrain Saud{ Arabia
Finland Norway Canada Singapore
France Portugal China, Repudlic South Africa
Germany, Federa) San Marino of (Taiwan) United Arab
Republic of Spain Cyprus Emirates
(including West  Sweden Gabon
Berlin) Switzerland Greece
Ireland Uni ted Kingdom Hong Kong
Italy Vatican City Iraq
lceland Yugoslavia Japan
Liechtenstein

*“Free World" excludes the following areas or countries:

Afghanistan, Albania, Bulgaria, Cambodia, Cuba, Czechoslovakia, Estonia,
German Democratic Republic, Hungary, Iran, Laos, Latvia, Libya, Lithuania,
Mongolia, North Korea, People's Democratic Republic of Yemen (South Yemen or
Aden), People’'s Republic of China, Poland, Romania, Syria, Union of Soviet
Socialist Republics, VYiet Nam,

For _the latest
Geographic Codes, check A.I.D.:- Handbook 11, Chapter 1, Attachment
A

T
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Memorandum

October 21, 1591

To: The File
: )

57
Through: Steve Hadley, PSD
¥PSD

From: Nissanka, Weerasekera,
A}
Subject: Results of the TIPS Project Commictee meeting on
October 17

PSD convened a meeting of the TIPS Project Committee, the USAID
Director, and IESC to determine the appropriate courses of action
to take under the TIPS prciject on issues related to the Lautenberg
Amendment and the Ceylon Institute of Scientific and Industrial
Research (CISIR). Present at the meeting were:

Richard Brown/DIR, Talbot Penner/PSD, Steve Hadley/PSD, Nissanka
Weerasekera/PS)), Jack Pinney/ENG, George Fernando/CTR, Glean
An’ers/AGR, Pamela Baldwin/PRJ, Susan Kosinski/PRJ (TDY), Chris de
Saram/1ES5C, and Lorne Olsen/IESC.

A paper detailing the issues and the background to the issues
(attached) had been circulated prior to the meeting and formed the
basis of the discussion.

(a) lautepberg Amendment:

The pros and cons of continuing the current conservative
interpretation of the Lautenberg Amendment by the Mission, or
adopting a more liberal approach, were discussed at length. The
exceptions provided under the Amendment when usirg intermediaries,
and when the related commodities are not exported directly to the
U.S. or third country markets, were summarized. Other factors
mentioned which suggest considering a more liberal approach include
the fact that A.I.D. and IESC programs in different countries take
very different approaches. Finally, it was noted that the labor
intensiveness of the textile/garment industry in Sri Lanka offers
significant employment opportunities in that sector, and the
exclusion of such a large sector would have an adverse effect on
the attainment of project objectives.

However, it was agreed that the Mission needed to gc beycnd the
minimum legal requirements and consider the "spirit" of the
Lautenberg Amendment in deciding project policy. The TIPS project
has been identified as the principle Mission activity promoting
U.S. business and technology in Sri Lanka. It would not be
appropriate for the earliest TIPS grants to be made to firms
associated with products covered by the Amendment, even if the sub-
grant mechanism i.e., through an intermediary, is technically
outside the Amendment’s scope.



2

Therefore, it was decided to continue the coriservative
interpretation of the Lautenberg Amendment i.e. to exclude all
activities connected with commodities covered under the Lautenberg
Amendment in the implementation of the TIPS project and the IESC VE
program. However, in view of the past and current demand for
assistance in, these sectors, it was also agreed to re-visit this
issue at an appropriate future time.

(b) CISIR:

The background, as given in the attached document, to the two.
issues, a) the CISIR request for long term TA, and b) CISIR
participation in the upcoming Technology Commercialization
Conference, was discussed in detail in order to determine ways of
resolving the issues without deviating from the well established
policy of not using TIPS as a vehicle for building CISIR’s (or
other GSL institution’s) capabilities. The importance of
maintaining the "demand pull" mechanism was re-emphasized.

It was agreed to decline a) and not to proceed with b) above.
However, it was decided to offer 3-month Volunteer Executive
assistance to CISIR provided that IESC can locate a person with the
required experience and qualifications from its network of experts,
and that IESC can obtain permission for 100% funding of the TA.

1t was agreed that IESC will continue to explore, as originally
envisaged, all possible avenues for encouraging not only CISIR, but
all other local organizations supplying technology-related services
to link up with private sector TIPS clients in grant funded
activities. It was also agreed that IESC will attempt to arrange
informal briefings or discussions between visiting TIPS technical
specialists and CISIR staff. Finally, it was decided that IESC will
encourage CISIR to detail relevant technical staff to work with
sub-grant funded expatriate technical specialists when appropriate
and if agreed by the sub-grantee.

Clearance: TPenner, PSDC

cc: Richard Brown, DIR
Jack Pinney, ENG
Wayne Butler/George Fernando, CTR
Glenn Anders, ANR
Pamela Baldwin, PRJ
Susan Kosinski, PRJ (TDY)
Chris de Saram. IESC
Lorne Olsen, Il.SC
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COUNTRY PROGRAM DESCRIPTION FOR BELIZE

I PROGRAM ORIGINS, OBJECTIVES AND BACKGROUND
A. Funding

The TIS program in Belize was effective in September of 1987 and ran through
March 1990. A total of $650,000 was obligated to IESC ior the Belize program of
which $529,600 was used to cover travel costs for Volunteer Executives and program
support costs in the U.S. and in Belize related to the Trade and Investment Services
program.

B. Program Focus and Project Components

The focus of the program was to promote trade and investment linkages
between the U.S. and Belize by identifying business opportunities, providing support
research for markets, partners and technology, and providing technical assistance to
upgrade Belizean firms. The TIS Belize program conducted sector surveys in the
agribusiness, tourism, horticulture export, and garments to assess local capa.ity and
identify specific investmerit and export opportunities and obstacles.

C. Staffing and Links to Other Promotion Agents

The TIS program for Belize was managed by a Project Officer in the Stamford
Headquarters office and a Project Officer in country. The program was designed to
support and strengthen local private sector institutions, particularly the Belize Export
and Investment Promotion Unit (BEIPU) and the Belize Chamber of Commerce and
Industry (BCCI). In order to appropriately support these local institutions, TIS Belize
was required to revise its plan frequently in order to respond to the continual staffing
and structural reorganizations of BEIPU and BCCI.
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PROGRAM DESCRIPTION FOR CENTRAL AND EASTERN EUROPE

| PROGRAM ORIGINS, OBJECTIVES AND BACKGROUND
A. Funding

The Central and Eastern Europe Cooperative Agreement is dated October 11,
1990 and covers the period through January 4, 1994, AID/EUR obligated
$5,365,600 for the first year establishment of programs in Czechoslovakia, Hungary,
Poland and Yugoslavia. On April 12, 1991, Bulgaria was included within the scope
of the Cooperative Agreement, but the total estimated amount was not changed.
Albania and Romania were included on September 5, 1991, and again the funding
remained unchanged. Finally, on September 29, 1991, the Baltic nations of Latvia,
Lithuania and Estonia were included within the Cooperative Agreement. An additional
$949,000 was obligated by AID/EUR for this modification.

Additional funding of $5,355,000 was obligated on March 27, 1992, for a new
total obligated amount of $11,669,600. This additioral funding covers the budget
period beginning February 21, 1992, and should carry the program to February 1993.

B. Program Focus and Project Components

The Central and Eastern Europe Program, including the Baltic nations, is divided
into two related components: Technical Assistance and Trade and Investment
Services.

Technical Assistance is provided through the 13 field offices throughout the
Central and Eastern Europe and Baltic region covered by the Cooperative Agreement.
The CEE Field Offices are responsible for developing and monitoring projects with local
businesses and providing guidance to volunteers. TA starts in 1991 came to 179
(against 190 planned starts). Planned TA starts for 1992 are 485 VE programs.

The Trade and Investment Services component is provided by seven TIS Project
Officers who assist U.S., East European and Baltic companies in identifying and
developing trade and investment opportunities through a myriad of activities:

- Consulting and Information Services, including joint venture partner searches,

establishing licensing and franchising agreements and commodity and technology
sourcing.

- Trade and Investment Development, such as market research, sample

distribution and marketing, and U.S., overseas and trade show representation.
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- Technical and Managerial Assistance, including strategic planning, quality
_control, and privatization.

C. Staffing and Links to Other Promotion Agents

The Central and East European program currently consists of a Regional Vice
President, two Assistants to the Vice President, seven TIS Project Officers, and three
support staff, all located at headquarters in Connecticut. Each of the thirteen CEE
overseas offices are overseen by a Country Director, and several offices additionally
have a Country Director Assistant(s) and various office support staff. There are
currently a total of 33 people in the CEE Field Offices.
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COUNTRY ASSESSMENT FOR DOMINICAN REPUBLIC
| TIS PROGRAM ORIGINS, OBJECTIVES AND BACKGROUND

The TIS program was initiated in 1987. Its purpose was to utilize the IESC VE
network to develop cooperative ventures between U.S. and Dominican enterprises.
It was evaluated in 1990. Much of the information contained in this document derives
from the evaluation report.

A. Funding

No PRE funds were utilized for this program. Funding provided by USAID
totaled $392,000.

B. Program Focus and Project Components

The terms of reference speak of "establishment of industry specific trade and
investment networks..." to develop such cooperative ventures and to "...complement
and support other T&! activities, especially those associated with the Investment
Promotion Council..." As such, there was an important institution building element
to the program, although specific transaction targets were set for the 71S operation.
These were to organize activities in 6-8 sectors leading to 8 completed cooperative
ventures per year over the two year program which would create a total of 1200 jobs.

The initial focus of the program was on the development of the garment, food
processing, footwear, agribusiness and furniture industries. Follow-up activities
continued in the garment and food processing industries, however as the program
developed, at the request of the Investment Promotion Council (IPC) efforts were
concentrated on the footwear and electronics sectors.

C. Staffing and Links to other Promotion Programs

The TIS program for th2 Dominican Republic was managed by a Project Officer
in the Stamford Headquarters office and a Project Officer in the Dominican Republic.
The program was initially designed to complement and suppcrt other trade and
investment activities, especially those associated with the Investment Promotion
Council (IPC). At the end of the first year, the TIS DR program was modified at the
request of the Investment Promotion Council (IPC) in order to better respond to their
investment promotion and capacity building plans.
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" MARKET DEMAND FOR THE TIS SERVICES AND TiS MARKETING APPROACH

TIS marketing efforts were redundant to those of other local promotion
institutions (IPC) receiving AID financing. Coordination between IPC and TIS was
poor.

m ASSESSMENT OF PROGRAM IMPACT
A. As Claimed by IESC

The program has been suspended. IESC tends to view its efforts in a positive
light, pointing the finger at IPC. It is particularily pleased with the resuits of work in
the shoe industry.

B. USAID Impressions
Not available.
C. Survey Resuits

The analysis contained in the evaluation report dated 1990 does not provide a
basis to identify outputs or to assess the cost-effectiveness of the TIS program.

v ASSESSMENT OF PROGRAM MANAGEMENT
A. Overall Effectiveness

The evaluation identifies the major obstacle to effective implementation as the
triangular relationships among the USAID, the IPC and TIS. The evaluation suggests
that both IPC and TIS werea separately funded by USAID; consequently TIS did not
regard IPC as its client, and did not respond in the appropriate fashion to {PC guidance
and requests. As an example it cites IPC’s decision to focus on only 3 sectors
(footwear, electronics and garmenris) while TIS was mandated by USAID to operate
in 6-8 sectors and pursued that mandate.

We note that neither IPC nor TIS approach was market driven; each
organization selected its priority sectors based on rational economic and business
analysis. In contrast, both the TIS Morocco program and the TIPS Sri lanka program
begin with a tentative sector focus but then respond to market forces, after the
activity begins.

At the end of the first year an effort was made to resolve this problem by
asking TIS to be more responsive to IPC needs.
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B. In Country

The evaluation found that the client perception of TIS assistance was:

- high praise for the individual VEs;

- inability to distinguish IESC assistance provided under TIS from the
traditional IESC projects;

- lack of programmatic menu of services, appearance of ad hoc operation

There was also no basis to assess cost effectiveness because IESC did not
monitor or maintain data on costs or achievements. Furthermore, the objectives are
long term and outputs are difficult to track over time.
C. In Stamford

The program has been suspended.
\'} FINDINGS AND TENTATIVE CONCLUSIONS
A. Related to Specific Country Program

None.

B. Having Implications for Global TIS Program Design

There is an interesting paraliel between the experience of the D.R. program and
the experience of the Guatemala program. In both instances (and contrary to the
Morocco and Sri Lanka programs) there is an institution building element in the
mandate but there is also a transaction focus. It is suggested that these two
objectives are mutually exclusive.

Monitoring and evaluation systems are difficult to establish and complex to

maintain but nevertheless are needed if the impact of these programs are to be
measured.
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COUNTRY PROGRAM DESCRIPTION FOR ECUADOR
I TIS PROGRAM ORIGINS,OBJECTIVES AND BACKGROUND
A. Funding

The two year budget for the IESC TIS/Ecuador program (which began in
November 1991) amounts to $837,000. of which $173,000. is for 1undacion
Ecuador. USAID/Ecuador will cover $675,000., and PRE/Washington will provide the
remaining $162,000. The two year grant for the U.S. TIS office is for a total of
$188,000. In the first year, PRE/Washington will cover $81,000. of the $99,000.
U.S. TIS office costs with USAID/Ecuador picking up the other 18,000. In year two,
PRE/Washington will cover $81,000. and USAID/Ecuador will be responsible for
$8,000.

B. Program Focus and Project Components

TIS/ Ecuador is focusing on three sectors, Tourism, Agribusiness, and Metal
Mechanics. The objectives for Tourism are to develop a marketing and promotion
strategy and then seek investment in tourism projects around Ecuador. In the Metal
Mechanics sector, Sector Surveys will result in joint venture linkages with US firms,
identification of equipment up-grades, and investment attraction to this industry in
Ecuador. In Agribusiness, through the use of VEs, this sector will explore new areas
of opportunity in the non- traditional agricultural. products industry, seek US
investment, and develop linkages with US partners.

C. Staffing and Links to Other Promotion Agents

TIS/Ecuadorhas one Stamford-based Project Officer and two Investment Project
Officers in Ecuador, one in Quito, and one in Guayaquil. Under the supervision of the
country director, the program functions as a Multiple Business Services structure
offering technical and managerial assistance, trade and investment services, and
market and technology information.
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COUNTRY ASSESSMENT FOR EGYPT
| TIS PROGRAM ORIGINS, OBJECTIVES AND BACKGROUND
A. Funding

Egypt was one of the five countries originally selected for funding under the
September 26, 1988 AID/PRE Cooperative Agreement. As of March 1989, USAID
Egypt had provided $60,000 as part of the general grant support activity for IESC
Egypt and the PRE grant was programmed for $77,000. By the time the TIS program
for Egypt was terminated (December 1991) the PRE grant had provided funding in the
amount of $235,000 and the USAID funded an additional $500,000 for a total of
$735,000 in direct AID support for the program over its three years of operation.

B. Program Focus and Project Components

In the course of the three year pe:iod of activity, (which was interrupted by the
Gulf War), the strategic focus was on (z) furniture manufactur: and marketing for the
Damietta region, (b) tourism development primarily focussed on improvements in the
Egyptian Ministry of Tourism operation in the U.S., (c) providing a special bidding
service to locate U.S. suppliers for Egyptian importers to facilitate draw-down of
USAID’s U.S. sourced Commodity Import Program, and (d) assisting the U.S.
Investment Promotion Office (USIPO) in Cairo to access U.S. firms to locate potential
partners for Egyptian clients.

C. Staffing and Links to Other Promotion Agents

IESC used its basic "suspension bridge” structure for the TIS operation in
Egypt. The Stamford "pier” was managed by a project officer under the supervision
of the TIS manager. The Cairo "pier” was managed by a full time Egyptian project
officer under the supervision of the IESC Country Director. Additionally, TIS
contracted with an Egyptian trading firm (Egytrans) to take responsibility for dealing
with the many small furniture makers in the Damietta region.

[} MARKET DEMAND FOR THE TiS SERVICES AND TIS MARKETING APPROACH
TIS marketed its services as follows:

Egytrans took responsibility for liaison with the Damietta furniture
manufacturers;

USIPO was to wholesale TIS U.S. search services to Egyptian firms seeking
U.S. partners;
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TIS produced two newsletters; one targetted to the Egyptian business
community, the other featuring the tourism and agribusiness opportunities for
distribution to the U.S. business community through business associations and
six State Government agencies.

The Tourism program was focussed on the Ministry of Tourism.
m ASSESSMENT OF PROGRAM IMPACT
A. As Claimed by IESC

The program’s impact is not measurable. No specific transaction can be
identified to have been derived from the TIS program. A number of Egyptian firms did
become IESC clients in the course of this program. Their benefit from the program
is not measurable within the scope of this evaluation.

The tourism effort was ahorted as a resuit of the Guif War but some training
of Egyptian tourism personnel stationed in the U.S. was performed, and a marketing
strategy was developed. Results are not measurable.

Friction between Egytrans and the Damietta furniture producers caused that
program to sour. Eventuaily Egytrans sought to locate other sources of supply outside
of Damietta and to shift the program to support the new manufacturers but TIS did
not concur. However, IESC believes that some institutional development occurred
among furniture producers in Damietta since they subsequently established their own
association and utilized the furniture designs provided by IESC VEs.

T1S links to USIPO also did not work out as well as was expected and yielded
no identifiable transactions.

B. USAID Impressions
No information available.
C. Survey Results

No field visit to Egypt was performed under this evaluation.
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v ASSESSMENT OF PROGRAM MANAGEMENT
A. Overall Effectiveness

The program had been terminated at the time of this evaluation. But all persons
interviewed expressed disappointment with the results, to one degree or another. It
is not clear that the country investment climate was sufficiently attractive to provide
a suitable framework for the TIS program. The persistent weaknesses in the
relationships between TIS and USIPO and also Egytrans may suggest that the TIS in-
country project officer did not have sufficient latitude to be decisive with regard to
program direction or content, to fix things when they were going wrong. (See TIS
Morocco for an example of a similar model with a different result).

\") FINDINGS AND TENTATIVE CONCLUSIONS
A. Related to Specific Country Program

The cost of the TIS operation came to approximately $20,000 per month over
a three year period. The Gulf War interrupted the program for the better part of one
year. The program is now terminated.

B. Having Implications for Global TIS Program Design

The Egypt program did not use the typical approach to identify the most
promising sectors, perform sector surveys to identify the most promising venture
partners and take them on as clients to bring them to the transaction stage. It
focussed on a group of small producers in one community and this gave the program
a "community development” orientation. The focus may have been too restrictive if
the objective was to generate transactions.
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COUNTRY ASSESSMENT FOR GUATEMALA
| TIS PROGRAM ORIGINS, OBJECTIVIES AND BACKGROUND
A. Funding

Guatemala was one of the five countries originally selected for funding under
the September 26, 1988 AID/PRE Cooperative Agreement. This grant was for
$158,632, and the duration was from October 1988 through September 1990.
Subsequently AID/PRE provided an extension for September 1990 through August
1991 in the amount of $95,000. As of March 1992, the TIS Guatemala program has
received an additional $32,280, corresponding to 40% of the September 1991 to
August 1992 grant monies of $80,700. This is a grand total of $334,332 for funds
allocated to IESC for the TIS U.S. support for the Guatemala program. To date
$285,912 has been received from PRE/AID for the TIS U.S. support for the Guatemala
program.

In August 1989 USAID/Guatemala provided IESC Guatemala with a grant for
$1,250,000 that was to be used to fund IESC operations in Guatemala including a TIS
component. At this time, Rick Mayer became the U.S. Project Officer for the
Guatemala IESC TIS program. Because of hiring and equipment procurement, the
Guatemala side of the IESC TIS program commenced March 30, 1990.

In-country costs are covered by USAID mission funding. For the period 1989-
1992 a total of 1.25 million was budgeted. The percentage of TIS-related activities
associated with this USAID budget is about 22% or approximately $280,000.

B. Program Focus

The TIS program in Guatemala is primarily targeted on the promotion of joint
ventures and coventures between local and U.S. firms, although as part of the
"Multiple Business Services” strategy (integration of TIS with traditional technical
assistance program) the cooperative agreement with USAID mentions other objectives
as well.

The impact targets for Guatemala are described in terms of venture creation and
employment generation. As stated in the cooperative agreement with USAID the TIS
and IESC program are suppose to generate during the period 1989-1992: 4,500 new
jobs, 16 joint ventures, 25 ABLE projects, $450,000 in new investment and 150
technical assistance projects.

Besides these transaction oriented objectives, the Guatemala IESC and TIS
program are involved in institutional strengthening objectives. The cooperative
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agreement mentions that IESC would try and work with and strengthen other trade
and investment institutions to the greatest extent possible.

IESC used its basic "suspension bridge" structure for the TIS operation in
Guatemala. The Stamford "pier” is managed by a project officer under the supervision
of the TIS director. The Guatemala "pier" is managed by a full time Guatemala
program manager under the supervision of the IESC Guatemala Country Director.

IESC TIS Guatemala is associated locally with Exporters Guild (GEXPRONT) and
Central Chambers of Commerce (CAEM), (IESC is funded separately). The program
provides various services to these institutions including VE technical assistance,
surveys, workshops, seminars, and ABLE market research projects.

TiS/Guatemala uses a combination of sector surveys, seminars and contacts
through the VE technical assistance program to identify clients. Key services provided
by the program include:

-~ VE technical assistance

-- VE assessment of sectors

-- VE orientation of other institutions on different sectors

-- VE participation in seminars

-- VE backstopping/follow-up partner searches in the U.S.

-- ABLE and Quick Business Information {only in Guatemala) studies
-- TIS follow-up and searches of partners

-- VE accompaniment with TIS officer to trade shows

As can be seen, a large part of the program portfolio depends on working with
the volunteer executives. The close working relationship between the TIS and the
traditional VE program has led senior management to refer to th2 IESC program as a
"Multiple Business Services” program. The "MBS" structure is fully supported and
promoted by the country director.

C. Staffing

The TIS Guatemala staffing consists of a project officer in Stamford and a
project officer in Guatemala. Each of these officers has access to a part-time
secretary.

I MARKET DEMAND AND TiS MARKETING

In the first year the program specifically focused on three industrial sectors:
Wood, Furniture and Agribusiness performing four VE sector surveys (two in the wood
sector). Under the present approach, TIS is not limited in its scope to only these

Annex D Page 12




sectors, and therefore is able to react to trade and investment opportunities identified
by the overall IESC Guatemala activities. Increased client demand for ABLE reports
and ABLE's new Quick Business Information (QB!) services help identify industries and
sectors for the IESC TIS Guatemalan program’s concentration. The Guatemala
Investors’ Club (CIGUA) was formed by IESC TIS to stimulate increased business
opportunities for Guatemalan entrepreneurs for which IESC TIS can provide their
linkage services.

In comparison with other TIS programs, the TIS Guatemala program marketing
strategy could be characterized as more general and, at times, more reactive. Both the
U.S. and Guatemala-based TIS staff have initiated marketing efforts. The sector
surveys in Guatemala, while targeted towards a particular sector, were not specific
enough to ensure adequate coverage of all local industries. In general, only about 5%
cof the IESC marketing time is spent on direct mail campaigns. Maost of the TIS
activity comes from contacts made through the VE technical assistance program.
This "reactive” posture is driven in part by the lack of funds available for in-country
promotion.

In the U.S. alarge-scale ABLE study has been commissioned by the Gremial in
Guatemala to find U.S. firms that were interested in associating with a Guatemalan
investor. More than 200 companies are being contacted in numerous sectors.

To a large extent, the Guatemala program has been affected by the large
number of trade and investment promotion organizations that exist and are funded by
USAID in country. The TIS program has not clearly defined itself and distinguished
itself from these programs. The more general and reactive marketing strategy
assumes that different groups, including the USAID-funded organizations, will work
closely with TIS and provide adequate leads. To date, however, such a close working
relationship has been sporadic and periodic. In the absence of a well defined niche
and cooperative relationship, the most significant leads in the TIS program have come
from the technical assistance provided by the volunteer executives.

1] ASSESSMENT OF PROGRAM IMPACT
A. IESC Conclusions

In early March 1992 the TIS staff in Stamford carried out an internal review of
the IESC program in Guatemala. As part of this assessment the team surveyed 72 of
94 clients that received assistance (either technical assistance, ABLE studies or TiS
follow-up). The results of that survey concluded the following:

* A total of 42 transactions (this includes exports, cooperative ventures,
technology acquisition from the U.S.) have taken place;
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* An estimate of 3,000 jobs have been generated;
* Approximately $12 million in annual exports is being generated.

Besides these "bottom-line" indicators, the project has also tracked more
intermediate outputs including:

* 99 clients served

o 4 industry surveys completed (2 in wood, 1 each in agribusiness and
tourism)

* A total of 300 VE days have been used, 170 of which were used for
sector surveys. The remainder was used for research, networking, buyer
searches, demonstrations, and conferences.

. Completed 20 ABLE studies (75% paid for by

B. Survey Impressions

The results from the Guatemala program are significant. But it is uncertain
exactly how much of this impact is due to the TIS program. In Guatemala the TIS
program is considered part of a "Muitiple Business Services" strategy in which
traditional VE work is combined with TIS activities.

A sample survey of 12 firms in Guatemala confirms that the impact data
regarding number of transactions (collected from IESC’s review of 72 assisted firms)
seems reasonable and accurate. Less certain, however, are the number of jobs
generated and the level of impact associated with the TIS program. IESC claims that
a total of 3,000 jobs are assumed to have been generated. However, the sample
survey of 72 firms (out of 92 assisted) shows that a total of 750 jobs were
generated. After adjusting the sample, an estimated job generation total for the
universe would be about 1,000.

Even more difficult to assess is the incremental benefits associated with the TIS
program. Survey findings show that many of the TIS "success stories” were
dependent on VEs that worked in country under the T.A. program. About six out of
nine TIS success stories came mostly from VE input, with some follow-up and
assistance from TIS project officers. Another three success stories came exclusively
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from TIS project officers activities. These activities resulted in exports of $23,000
per month and a joint-venture that will employ 24 people.

This distribution begs the question: "Would the VE efforts have resulted in trade
and investment, in the absence of a TIS program?” In terms of providing facilitation
services, it is likely that the VEs would be able to follow through on their own,
although many were appreciative of the time saved by receiving assistance froma TIS
officer. More difficult to ascertain, however, is to what extent are the success stories
mentioned above and the 42 transactions claimed by TIS due to "attitudinal changes”
brought on by TIS and country directors keeping their eyes open for trade and
investment opportunities. Undoubtedly, TIS initiatives in preparing VEs for overseas
work and in tracking the impact of transactions have brought trade and investment
activities to the forefront of strategic planning in Stamford as well in country. At the
same time, there have always been VEs, working under the traditional technical
assistance program, that have been keenly interested in seeing increases in
productivity and quality lead to increased exports and investments.

All this ambiguity makes it difficult for evaluators to come up with a bottom line
assessment. Still, the review of the Guatemala program seems to indicate that the
impact associated with TIS activities is probably in proportion or slightly above the
level of resources allocated to the TIS program. This would imply an attribution range
of 20% to 35%.

Using these attribution estimates, it appears that the TIS program is competitive
in terms of cost-effectiveness ratios with other trade and investment promotion
programs:

Export $ Program $
Per Program Per Job

Program ntr $ Expended Generated
Guatemala $6.9 $1,743

Source: IESC/TIS Reports and Field Survey

Note: Figures are based on adjusted employment and export data using 35%
attribution discount for the Guatemala program. Ratios include allocated TIS
Headquarters overhead.

These findings support the thesis that the TIS program has been a good
experimental program that has resulted in some successes and flushed out some key
design and implementation issues that need to be addressed in order to guarantee
success.
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IV ASSESSMENT OF PROGRAM MANAGEMENT

The Guatemala TIS program is characterized by what can be termed
"Equal/Shared Management” structure between the TIS project officer in Guatemala
and the project officer in the U.S.

Unlike the case of Morocco and Sri Lanka, the TIS program in Guatemala does
not have as strong an in-country leadership or exclusive focus on TIS activities. The
TIS activities are arrived at by consensus between the two project officers. This
approach is sometimes sufficient, but it can also lead to several problems including
the following:

* Conflict in objectives and priorities -- Sometimes there is not complete
consensus about what activities need to be completed.

. Lack of Confidence-- The fact that both the U.S. and Guatemalan
operations are dependent on one another, sometimes leads to a lack of
confidence in each side’s ability to deliver a particular service in a timely
manner. This problem was particularly true early on in the project when
there was turnover in staff in Guatemala. Since then communications
between the two officers has improved.

The program management problems in the Guatemala seem to have been the
worse compounded because of the complex relationships demanded of TIS by USAIDs
with the local trade and investment promotion organizations (e.g. Gremial and CAEM)
and the TIS program management’s mandate to link with these organizations for
purposes of institutional strengthening.

Also there are times when TIS management in Stamford tries to direct the
program and establish priorities. While this management system works, it sometimes
creates problems when the TIS project officer in Guatemala wants the U.S. officer to
pursue leads set by Guatemala. In general, it is not always apparent who has the
mandate to manage.

v FINDINGS AND CONCLUSIONS
Below are some of the prominent findings and conclusions:
¢ TIS has been a Good Experimental Program: As shown in the sections
above the TIS program has generated some concrete resuits. Cost-

effectiveness indicators show that it is competitive with other trade and
investment promotion programs.
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Attribution is Difficult To Define: While the IESC and TIS program in
Guatemala has generated some benefits, it is difficult to distinguish TIS-
related results from the other services provided by IESC. This integration
of services makes good sense for IESC clients, but it makes it difficult for
funding agencies like AID to compare incremental benefits to the
incremental costs of TIS.

Key to TIS Success are VE Contacts: The empirical evidence shows that
most of the concrete transactions result from VE contacts, particularly
technical assistance projects.

Most "Saleable" Services are VE and ABLE Studies: There seems to be
significant demand for VE technical assistance and ABLE studies. Both
these services are considered to have the most concrete outputs. The
VEs have played a strong role in generating trade and investment leads.
The ABLE studies have been most useful in informing

Guatemalan companies about the U.S. market.

IESC/Guatemala Needs to Better Define Its Mission and Relationship
Among Competing Promotion Institutions: USAID has financed many
institutions involved in trade and investment. In this competitive
environment it is essential that IESC and TIS clearly develop a strategy
for working with these institutions and for securing USAID financing.
The TIS Program Needs to Clearly Define Its Objectives: Currently, the
IESC and TIS program is suppose to address several, and potentially
conflicting objectives, laid out These include: 1) Small/Medium Business
Development vs.Jobs/Investment, 2) Business For-Fee Services vs. Non-
Profit Development Program and, 3) Transaction oriented results vs.
Institutional Development.

RECOMMENDATIONS

*

Need to better define IESC and TIS mission.
Need to better define and develop "hot" leads.

Need to use VEs to identify hot leads (or have Morocco type TIS director
in-country)

Need to have more clearly defined intermediate targets and priorities. (i.e.
stronger management of TIS officers)
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. Need to better promote results and services to USAID and other missions

. Need to get out of institutional development and other peripheral
objectives

. Need to be more proactive in promoting services with clients and
institutions. “

. Need to anchor self-sustainability discussion around VE + ABLE services
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COUNTRY ASSESSMENT FOR INDONESIA
| TS PROGRAM ORIGINS, OBJECTIVES AND BACKGROUND

A. Funding

USAID programs in Indonesia have, over the past decade, made numerous
efforts to facilitate DFl into Indonesia. These activities included a major project
implemented during 1984 through 1988 which utilized the services of Coopers and
Lybrand, Business Advisory Indonesia (BAl) and other business consulting firms to
support BKPM's efforts to promote linkages between Indonesian and U.S. firms. The
project did not achieve the anticipated outputs and the USAID determined to focus on
policy reform instead of facilitation of transactions.

IESC has been active in Indonesia since 1968 and has provided 550 traditional
VE projects (about 25 per year) to Indonesian firms during this period. The most
recent USAID funding mechanism for this program was the Private Sector
Management Development Project which ended in September 1991. For reasons
having to do with USAID project approval cycles, and USAID ambivalence or
uncertainty regarding its future program approach to private sector cevelopmert in
Indonesia, no other USAID funding was available at that time to continue IESC's
programs.

AID/PRE provided about $250,000 as part of the IESC Core Grant to fund 15
regular TA projects and to cover a portion of the Jakarta IESC Office administrative
costs for the period October 1, 1991 to April 1, 1992 so as not to lose the
momentum of the IESC program. It was anticipated that a new USAID funded project
would reach the authorization stage to continue the program before these interim
funding measures would have been exhausted. As of the time of our visit (April 15,
1992), this new project had not reached the authorization stage.

The "Fast Track" program for TIS was approved by AID/PRE in September
1991 in the amount of $275,000 for an interim period of six months (now extended
for an additional six months to compensate for a slow start-up) to begin a TIS
program. Its principal objective was to see if U.S.- Indonesian business linkages could
be stimulated by having IESC experts perform quick evaluations of four product
sectors and then return to the U.S. where they would use the IESC VE network to
find interested U.S. companies that would consider some venture relationship in
Indonesia. The four sectors surveyed were wood furniture, mariculture, electronics
and plastics injection molding.

Of the $275,000 allocation for Fast Track, $96,000 covered the cost of the
four VEs to perform the sector surveys, $37,000 covered the local consultants costs
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plus local travel and communications. The balance covered the U.S. direct project
costs, (i.e., $37,000 for the Fast Track project officer and supervisory services,
$29,000 for U.S. travel, $15,000 for marketing expenses) and associated
administration/overhead.

The newly proposed USAID funded project (now awaiting authorization)
inciudes a component for IESC in the amount of $5.9 million, covering a five year
period. It contemplates an integrated "Multiple Business Services™ (MBS) approach
by IESC, and incorporates the "Fast Track™ concept as a part of the TIS business
services to be provided.

B. Program Focus and Project Components

"Fast Track" is an experimental program of limited duration and only four
product sectors (electronics, mariculture, plastics and furniture) to use the resources
of IESC's TIS operation for the purpose of developing coventure relationships between
Indonesian firms and U.S. firms.

Fast Track does NOT have an export promotion focus. While the ultimate
objective is to facilitate coventures, other possible venture relationships include
licensing of technology, production and quality control contracts, sub-contract work,
management and marketing agreements.

It was always recognized that coventure deals could not be completed within
the short time frame of Fast Track but the approach could be a test to see how
successful the sector evaluations would be in identifying Indonesian clients that had
defined needs for foreign collaborations that would be of interest to U.S. firms.

C. Staffing and Links to other Promotion Programs

Unlike some other TIS country models using the "suspension Bridge” approach
(Sri Lanka, Morocco), the driving force for Fast Track was designated to be the project
officer in Stamford. The IESC Country Director made the initial selection of the four
product sectors in consultation with the USAID. No additional staff was provided to
the IESC office in Jakarta, although four local consultants were recruited to work with
the four VEs that were to perform the sector surveys. The four VEs, supported by the
four local consultants, completed their surveys of about 25 firms each to select the
four or five most promising transaction opportunities. Subsequently, the action
responsibility shifted to Stamford.

The project officer located in Stamford selected VE teams of up to 6 VEs for

each product sector, and these VEs used their professional contacts to search through
U.S. industry (each VE contacting 12 to 15 firms) to identify firms that might have
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an interest in coventuring with one of the Indonesian firms. In some instances, the
VE who performed the sector survey had specific ideas for possible candidates for a
coventure. Any leads developed by the VE teams would be channeled through the
Project officer to the VE who performed the sector survey; he would then put the U.S.
firm in direct contact with the indonesian firm. If needed, the local consultant was
to follow-up the referral with the Indonesian firm.

The operation is self contained in that it does not rely on any Indonesian
promotion agents, either the relatively well established private business consulting
firms in Indonesia, or the official Indonesian Governmental agencies. IESC uses the
sector surveys to identify Indonesian clients and then uses its U.S. network to search
for partners. Linkages are made directly by the VE, possibly with the assistance of
the local consultant retained by IESC. The project officer in Stamford is supposed to
keep everything moving. The IESC Country Director in Jakarta has only a limited role
and responsibility for the operation.

i MARKET DEMAND FOR THE TIS SERVICES AND TiS MARKETING APPROACH

The program generates its own demand through the sector surveys. The
experience of the VEs who conducted the initial four surveys indicates that there is
considerable interest on the part of the Indonesian firms who were contacted in
finding partners abroad, principally for marketing of their current output and for help
in acquiring more modern technology. Discussions with the local consultants suggest
that TIS could be very helpful to local firms if it could provide information on available
U.S. technology. It is far easier for local firms to learn what technology is available
in Japan or Germany, than what is available in the U.S.

It is too early to determine whether the Fast Track effort will lead to an actual
transaction, the final acid test of whether the interest of the firm is sincere.

] ASSESSMENT OF PROGRAM IMPACT
A. As Claimed by IESC

IESC reports that several contacts already have been developed by them
between Indonesian and U.S. firms. There have been no transactions to date.
Several of the contacts and expressions of intzrest by U.S. firms suggest that there
is greater likelihood initially that trading linkages will emerge (J.C. Penney) than DFI
ventures. The project officer indicates that active leads include 10 companies in
mariculture and 9 companies in furniture.
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B. USAID Impressions

USAID appears to be sufficiently satisfied with the Fast Track experiment to
include it in the newly designed USAID funded project. The IESC component will be
funded at $5.9 million, of which 39% will be for a TIS type continuation of Fast
Track.

C. Survey Results

It was considered unwise at this stage in the negotiations process between
Indonesian and U.S. firms for evaluators to interview either of the parties. No
evaluation surveys were undertaken.

It will be difficult to establish meaningful measurements of program impact.
Indonesia’s business climate is considered tc have been significantly improved during
the last five years. Foreign investment approved in 1990 by the Indonesian
government amounted to $8.75 billion comprised of 608 projects (almost double the
1989 level of $4.7 billion) and 1991 is believed to have exceeded the 1990 level,
although final data is not yet available. Major sources of investment were Japan
{37%), Hong Kong (16%), South Korea (12%) and Taiwan (10%). Thus, any impact
of the Fast Track program is likely to be masked by the high overall growth rate for
FDI.

IV ASSESSMENT OF PROGRAM MANAGEMENT

A. In Country

As of April 1, 1992 all four of the sector surveys have been completed and
follow-up in the U.S. is now taking place. Since there is no TIS officer assigned to
the IESC office in Jakarta, one cannot be certain whether all actions and opportunities
are being fully exploited in Jakarta. There is no systematic reporting of TIS activities
by the project officer in Stamford to the Country Director in Jakarta; the evaluation
team found the Country Director very interested in the Fast Track program and willing
to assist but uncertain with respect to what was happening in Stamford. The local
consultants also seem uncertain when and to what extent they are to provide further
support.

B. In Stamford

The entire burden of project direction and implementation has been placed on
the project officer. While she is highly motivated, well trained and innovative, the
experience of other TIS programs suggests that the locus of project direction might
more usefully be in the field. Moreover, the lack of a counterpzrt in the IESC office
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in Jakarta is likely to become more of a problem than it already is when the initial
contacts between Indonesian and U.S. firms develop into the discussion/negotiation
stage. Ata minimum, Stamford will have to devote considerably more time by senior
staff to monitor and supervise the operation.

\'} FINDINGS AND TENTATIVE CONCLUSIONS
A. Related to Specific Country Program

1 - Program Design: The thrust of the Fast Track approach, to use product
sector surveys to identify firms that are ready for and interested in a coventure with
a U.S. firm, is remarkably similar to the2 initial approach used in the TIS Morocco
program, and is likely to be equally successful. However, early indications suggest
that, as was the case in Morocco, these surveys will identify large numbers of clients
that could benefit from TA, several that might be close to ready for a trading
relationship and need quality assurance and marketing assistance from a partner, and
perhaps a very few that have a suitable proposal for DFI. The project design omits
reference to facilitating trading relationships as an anticipated output.

2 - Need for U.S. Investment Promotion effort: While U.S. DFl in Indonesia has
remained relatively stagnant in recent years, the total DFl has increased significantly
and, as suggested above, will dwarf the aggregate results of Fast Track, even under
the most favorable assumptions. AID’s development rationale to finance investment
promotion interventions must then either be based on the desirability to increase the
U.S. share of DFI or it must have other sector discrete, or social objectives. If so, this
will have a profound impact, not only on the selection of sectors to be surveyed and
the establishment of parameters for identification of clients (i.e., size of firm), but,
more importantly, it will dramatically effect the likely outputs and cost effectiveness
of the project. TIS will not be able to focus on the easiest deals to be struck; rather
it will have to press for the costlier deals that meet the sectoral/social objectives
established for it.

3 - Sector Selection: The Country Director has called attention to the fact that
sector selection was much more complex and time consuming than was initially
anticipated. It is possible that the sectors selected for the initial surveys were too
broad and therefore did not allow adequate coverage of the local industrial base by
the VE (since the VE could only visit 25 to 30 companies).

The new project contemplates that a committee, comprised of representatives
from USAID, IESC and Indonesian private industry be tasked with the sector selection
responsibility. It may be useful to perform staff work for the committee that would
allow it to define the sectors more precisely. This will require staff time or sub-
contracting arrangements to be adequately budgeted.
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We note that a considerable data base on Indonesian industry is available to
assist in this process. For example, the U.S. Embassy Commercial Staff has produced
a "Country Marketing Plan" wvhich identifies and ranks the 30 best prospective
product sectors for U.S. exports to Indonesia and then breaks down each of the 30
sectors into 10 to 15 subsectors. The data base used for this exercise may also serve
the interests of the Fast Track program.

4 - Relationship to Local Business Consulting Firms: Indonesia appears to have
a well develcped business consultancy industry. The Standard Trade and Industry
Directory lists 21 business advisory firms and 18 business strategy and management
consultants, This listing does not include the accounting firms, many of which also
perform business consulting. It is well known that foreign investors need such
services to deal with the Indonesian bureaucracy.

One might consider the feasibility of utilizing the local consulting firms to
identify Indonesian clients seeking international coventures and then make available
IESC’s facilities to the local consulting firm (perhaps for a fee) to search through the
U.S. industry for a suitable partner for their client. Provision of this service would
invalidate the potuntial criticism that the U.S. government was subsidizing an IESC
operation that was unfairly competing with local private firms. There would be no
need to limit this service to the sectors included in the Fast Track survey program
when requests for the service come from the consulting firms or, indeed, any
Indonesian firm that is willing to pay the fee.

If itis true that the approvals by the Indonesian government require the services
of abusiness consulting firm, IESC may find its clients will require the services of local
consulting firms once the negotiations get to the "deal-making” stage. Therefore,
there may be numerous opportunities for IESC to interact with this local industry. It
may also be possible for IESC to upgrade the capabilities of these local firms, thereby
fulfiling the Institutional Development mandate of AID.

5 - Integration of Fast Track in USAID funded five year MBS program: USAID
is now considering a $5.9 million five year program to finance the IESC’s MBS
program, of which the follow-on activities for Fast Track represent 39% of total
funding. We will be making some recommendations in the main body of this report,
based on the experience of TIS programs in other countries, which may be of value
in designing the implementation structure for the project. Of particular relevance is
the "suspension bridge" structure for prograrn operation, the locus of project decision
making and the qualifications of the project director.

B. Having Implications for Global TIS Program Design

1 - The product sector survey approach, as a means of identifying local clients
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either for TIS purposes or for TA, is consistent with the approaches used in other TiS
programs and seems to be yielding consistently useful results. VEs seem to be able
to perform the diagnostic and identification functions, and can then assist in the
search function through U.S. industry.

2 - The principal interest of local firms in TIS services appears to be in finding
new marketing channels and in accessing information on U.S. technology.

3 - It is too early to conclude much about the actual deal-making that may
follow from the TIS approach, and whether IESC can assist at that stage, or will need
to work with local consuiting firms.
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COUNTRY PROGRAM DESCRIPTION FOR JORDAN

[ PROGRAM ORIGINS, OBJECTIVES AND BACKGROUND
A. Funding

The Jordan "Export Trade Services" (ETS) Program was signed into effect as
of February 3, 1992, as an USAID Cocperative Agreement. The duration of the
program is eighteen months from the date mentioned above. As of March 1992,
USAID Jordan had provided $516,000 for the year (1992) as part of the general grant
support activity for IESC Jordan. The total budgeted amount for the program is
$775,000: ETS, Jordan Office: $233,000; ETS, U.S. Office: $253,000; Travel & Per
Diem: $68,000; and Sector Development Support: $220,500.

B. Program Focus and Project Components

Over the span of eighteen months, the program calls for providing multiple
business services to over 300 firms and to complete 23 new agreements with the
equivalent of $5.750 million dollars of export sales. The Jordanian team will be linked
with the Jordan Commercial Centers Corporation (JCCC), a quasi-public export trade
agency, and all programming will be reviewed by the JCCC. The primary sector focus
will be 1.) Food Processing and 2.) Marble and Marble based products. Additional
sub-sectors include: Consumer products manufacturing (ie., automotive batteries,
wood products, cosmetics and pharmaceutical products) and Artisan Crafts.

C. Staffing and Links to Other Promction Agents

The TIS Operation in Jordan includes the Director of Export Trade Services and
his staff and a Country Director; in the U.S. the program is managed by a full-time
Project Officer under the supervision of the TIS Director. A critical link has been
established between IESC and the JCCC (as mentioned above), as well as, the UN ITC
and the World Bank (both housed in the JCCC building).
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CO1NTRY ASSESSMENT FOR MOROCCO *
] TIS PROGRAM ORIGINS, OBJECTIVES AND BACKGROUND

USAID Morocco’s five year Cooperative Agreement with IESC signed in 1986,
included a small component to fund a long term export adviser assigned to the
Moroccan Government’s Export Promotion Bureau (CMPE), whose primary objective
was to upgrade the capabilities of that institution to promote Moroccan exports. After
the two year contract with the long-term adviser expired in 1988, it was concluded
that "... only a small portion of CMPE’s effort was actually directed to export
promotion ...", and that an export promotion activity managed directly by IESC
without  government involvement would be more effective. Therefore, the
Cooperative Agreement with IESC was amended in 1989 to discontinue the long-term
adviser to CMPE, to add the Trade and Investment Service program (TIS) and to
provide funding in the amount of $1.5 million for that new activity. The person who
filled the position of long term adviser to CMPE was placed in charge of the new TIS
operation.

At about the same time AID’'s Office for Private Enterprise (PRE) authorized a
grant to IESC under a cooperative agreement (PDC 0013-A-00-8160-00) in the
amount of $650,000 to encourage export and investment activities in four countries.
One of these countries was Morocco. The PRE grant allowed IESC to begin mobilizing
its TIS operation in Morocco even before USAID Morocco approved the new activity
funded under its own cooperative agreement.

The PRE/TIS grant provided for the cost of a project officer and other office
support activity in the United States. Specifically, money was used to cover salary,
accounting support, executive support, rent , communication and other normal costs
associated with operating an office in the United States. Funds also covered staff
travel, promotion, training and US outreach efforts including newsletters and articles.
The total PRE/TIS funds expended by TIS Morocco from 1988 through December 31,
1991 were $166,137.47. ???

An evaluation of the TIS program in Morocco was performed in December 1991
and is reported in the Final Evaluation Report for project 608-0189, dated January 15,
1992.

A. Funding

' - This country assessment draws heavily on the USAID Morocco Final Evaluation, dated January
15, 1992, of IESC activities for the period 1986 to 1991. This TIS Evaluation Team did not visit
Morocco as part of the field work for its evaluation of TiS programs.
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The PRE funding ($195,000) was made available to allow the Mission to begin
the TIS program in anticipation of formal Moroccan Governmental approvals.

The USAID allocation of $1.5 million was used to fund TIS Morocco activities
for the period 1989 through the present. It is anticipated that these funds will have
been fully expended by the termination date of the current Cooperative Agreement in
June 1992. '

Negotiations between USAID Morocco and IESC are currently underway to
approve a new Cooperative Agreement to continue the TIS operation for another five
years.

B. Program Focus and Project Components

TIS management drew on the work and analysis performed by David Sullivan
while he was assigned to CMPE during the period 1986 through 1988. While that
work is generally conceded to have failed to reach the project’s institution-building
objectives for CMPE, it identified the commodity specific sub-sectors with strong
export potential. This gave original direction to the TIS program design, start-up and
initial operation for 1989 through 1991. Certain product lines were identified as
offering the best potential for rapid export increases to the U.S. market. The data
on exports achieved suggests that the product lines selected were the right ones.

Ten product lines of the Moroccan private sector were selected for short (two-
week) surveys, to identify those companies that could meet U.S. specifications and
were willing to adapt their product to the market. The surveys, staggered during the
first two years of the TIS operation, covered the following sectors: olives, artisanals,
essential oils, processed fruits and vegetables, hand-made carpets, tourism, herbs and
spices, fresh and frozen seafood, and agro-industrial investment. Ten VEs were
brought out to perform these surveys. Each looked at about 10 to 15 companies in
their selected sector. In addition, TIS staff made contacts with other companies for
a total of 275 companies contacted.

Each survey was specifically designed to identify the two or three producers
that were close to being ready to export, in terms of their production capability,
exportability of product line and their attitude. The VEs and TIS used their U.S.
industry contacts to open doors for these Moroccan producers.

TIS then located five U.S. "marketing associates” (these were U.S. importers
or brokers who were actively engaged in the business of international trade and who
specialized in the product lines which TIS had identified and tentatively selected for
concentration) to visit Morocco, for the purpose of exploring the feasibility of buying.
The visits of two of these marketing associates were funded by TIS. One, a specialist
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in fresh/frozen fish, did not make any purchases because U.S. prices were lower than
those in other markets. The other four marketing associates screened those
companies that had been identified by the sector surveys, selected those that offered
the best potential for sustained export production and showed them what they had
to do to export. Deals for trial shipments were made and export trading began.

It is interesting to note that the fundamental arrangement between TIS and
those U.S. experts or marketing associates whom TIS selected to visit Morocco was
for TIS to pay only per diem in Morocco and international travel. TIS did not pay fees
or salary to these persons. Thus, the status of these persons was about the same as
those of an IESC Volunteer Executive. In a number of instances, TIS arranged for the
marketing associate’s first trip to Morocco to be made without any TIS contribution.
Only after the U.S. trader demonstrated that he could make a satisfactory program
contribution did TIS agree to designate him as a marketing associate and fund the out
of pocket costs of the visits.

In many instances TIS staff had to intervene as a facilitating communications
link, as well as to respond to telex requests from the marketing associates, to resolve
shipping, quality or other problems. A large effort was made by TIS staff to explain
market requirements and persuade producers to invest in new equipment to adapt
their product to U.S. specifications.

Once the flow of goods from a TIS client gets on a firm footing, TIS wvill
withdraw its financial support to the marketing associate. That decision is based on
the volume of goods shipped and the resultant stream of commission earnings of the
marketing associate, and whether TIS judges these earnings to be adequate to
maintain continued marketing associate interest in Morocco’s products.

The key ingredients contributed by TIS to the Moroccan export promotion effort
are to identify and then link potential buyers and sellers, and to provide practical
market information to Moroccan producers which will impact on their production
process by adapting product to market need. Additionally, TIS staff acts as an
expediter to get Moroccan producers to perform shipments in accordance with
generally accepted international trade practices, particularly U.S. practices.

Another way to describe the various functions performed by TIS is to group
them under the umbrella of "entry costs” for penetration of new markets. TIS
provides credibility for both buyer and seller to the other party. It reduces the risks
for Moroccan producers in conducting market searches, trial shipments, innovation,
etc. associated with entry into the relatively unfamiliar North American markets. It
encourages export and venture deals to the point of closure. It reduces the time lags
for entrepreneurs to export new products that may or may not eventually have been
exported without the program.
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C. Staffing and Links to other Promotion Programs

The TIS structure required a small (three professionals) activist unit in Morocco
balanced by another activist unit in the U.S. (two professionals), located at IESC
headquarters in Stamford, Connecticut. Both units were managed directly by Mr.
Sullivan. These two units act as the two piers of a suspension bridge, allowing rapid
traffic (communications, personnel and sample goods) to move in both directions.
IESC'’s business support programs (i.e., ABLE), its network of volunteer executives
and its access to the U.S. private sector, not only to manufacturers, but also to
importers and international trade brokers, were used to locate the technologies, the
sources of market information and the contacts needed to link the Moroccan producer
or exporter with whatever was needed to make him capable to sell to the U.S.
markets.

The TIS operation was driven by the project officer located in Casablanca. No
significant efforts were made by him to link with other trade and investment
promotion organizations (although TIS did assist the Moroccan Embassy in
Washington to prepare and publish a brochure intended to promote trade and
investment in Morocco). The TIS project officer utilized any and all organizations
whose services could benefit the program. There was no institution building element
in the program; it was totally transaction oriented.

[ MARKET DEMAND FOR THE TIS SERVICES AND TIS MARKETING APPROACH
The USAID Final Evaluation Report describes the marketing effort as follows:

"The initiative for the TIS operation has always lain with TIS itself. Its staff
was the generator of interest, by performing product surveys. it sought out the
producers, and also the marketing associates.

"It is important to understand that screening, selectivity and deal making are
the underpinnings of the TIS approach. TIS screened Moroccan producers to
find the few firms that had the capability to become major suppliers for the
U.S. market. These firms were then winnowed down by TIS, through trial
shipments, until the most capable, the ones most willing to invest and adapt
to the market needs, were linked together with the marketing associates that
were prepared to move product. We may refer to all of the producers who
were invited to work with TIS as "TIS Clients” because they made trial
shipments. But they are only clients in the sense that they were given an equal
opportunity by TIS to make their deal in the international marketplace.

"TIS staff does not consider that it has commitments to "clients™ who did not
succeed in making a long-term deal or whose trial shipments did not pan out.
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Nevertheless, the TIS efforts do generate demonstration effects and facilitate
information flows which allow other producers to modernize, adapt to
international market requirements, and locate buyers in the U.S."

TIS did not publicize its services, but rather, selectively sought clients. The
initiative for the TIS operation has always lain with TIS itself. Its staff was the
generator of interest, by performing product surveys. It sought out the producers,
and also the marketing associates. There may have been a few occasions when there
were "walk ins", but these were the exception. On occasion, a TIS marketing
associate would be directed by TIS to an export product which was ancillary to his
purpose for coming to Morocco and he would do some extra business.

Even though TIS was fully funded by USAID through IESC, it behaved as though it
were a commercial undertaking, dependent on earnings for its survival. By pursuing
that behavior, it found ample demand for its services.

m ASSESSMENT OF PROGRAM IMPACT

A. As Claimed by IESC

IESC internal assessments of the TIS component’s program impact were borne
out by the evaluation report dated January 15, 1992.

B. USAID Impressions

USAID’s impressions were sufficiently favorable that they are now negotiating
a five year Cooperative Agreement with IESC to carry the activity through 1997.

C. Survey Results
The evaluation report states:

"In contrast with the difficulties of quantifying impact of the VE program, direct
impact of the TIS program lends itself to accurate, though simplistic,
measurement. Export orders to the U.S., totalling $6.5 million during the first
27 months, are directly attributable to the TIS operation. Cost of the operation,
including start-up, is $896,000 or 14% of export orders.

"At one end of the range are companies like Conor (anchovies), Delecluse
(leather trunks), and Thamazuga (thuya wood), who have exported so far
largely trial samples with no repeat orders. At the other end of the spectrum,
companies like Huileries de Meknes (olives and oil) and Etablissements
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Aggouzal (sardines), with their repeat orders tending to increase, appear to be
in the process of successfully entering new markets.

"While the one-time orders should not detract from overall accomplishments of
TIS, it is the repeat orders that signal the success of a TIS client in making the
breakthrough into the North American market. These are olives and oil and,
perhaps, sardines. '

"TIS staff is currently engaged in the promotion of three joint ventures. Two
of these ventures are at a critical point in their negotiations and therefore
should not be disclosed at this time. In one case the venture is in the field of
agro-processing, involving new investment in the $1.5 million range with a U.S.
company. That venture is expected to be concluded, and the appropriate public
information released, before the end of 1991.

"The second venture (approximately $3 million in value), is with a Spanish olive
producer who has had long relations with one of the TIS marketing associates.
The high-cost Spanish operation is to be relocated to Morocco so as to remain
competitive in the U.S. market. The equipment from Spain will be shipped to
Morocco and used to establish the new operation.

"If either of these two joint ventures are achieved prior to June 30, 1992,
output target number four of the Export Promotion project will have been met
(see Section ll, above). The estimated cost of TIS joint venture promotion
efforts is under 10% ($80,000) of operating costs.”

v ASSESSMENT OF PROGRAM MANAGEMENT
A. Overall Effectiveness

This TIS experiment utilized a suspension bridge structure, with the locus of
authority being the project officer in Casablanca, diligently supported by a small staff
in Stamford. The communications link between them was heavily utilized. The
operation was found to be highly efficient.

B. In Country

The TIS officer demanded total operational authority and this created a
considerable amount of friction in his dealings with USAID management and, on
occasion, with |IESC Stamford senior management. In this instance the project
officer’s instincts turned out to be more right than in error and his persistence paid
off. The TIS officer was particularly knowledgeable about the day to day conduct of
international trade and had a sense to determine the likelihood that a meaningful
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transaction will result from the linkage of the two parties being brought together.

C.

In Stamford

The TIS support staff seems to have been totally dedicated to make this

experiment succeed. IESC management allowed the staff to take its direction from
the TIS project officer and protected both from periodic assertions of overcontrol by
others.

FINDIMGS AND TENTATIVE CONCLUSIONS
Related to Specific Country Program
The evaluation report dated January 15, 1992 states:

"(1) This activity is among the most effective private sector export promotion
efforts on record. As of September 30, 1991, 27 months after the start of the
TIS program, TIS can document 22 exporters who have been assisted in
obtaining firm, valid export orders (not all, as yet, shipped) in the aggregate
amount of $6,558,333 to the U.S. under this program for an investment by
USAID to date of $900,000, plus the PRE grant of $161,561.

"(2) The survey data suggests that the Moroccan producers perceive that TIS’
most important contribution was the contacts and referrals provided to them
to U.S. importers/brokers and the credibility which they derived from
association with TIS in dealing with the U.S. broker.

"(3) There is insufficient data to determine the precise amount of investment
undertaken by TIS clients, resulting from their contact with TIS staff and
associated brokers. Moreover, it would be impossible to directly ascribe the
cause for these investments to TIS. TIS clients do not perceive TIS as having
played a8 major role in their investment decisions. But the observed reality
indicates that TIS has indeed generated new investment by its clients, and
seems to be close to achieving two joint ventures. We also believe the new
export flows to the U.S. derived from the TIS program, are reaching
backwards to impact on other segments of the Moroccan industry.

"(4) There was also recognition of the value of follow-up performed by the TIS
staff, and the clarifications resulting from TIS intervention in the
communications flow between the broker and the Moroccan producer.

"(5) The TIS operation probably has a demonstration effect, which may lend
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itself to measurement in the future if adequate records are kept.

"(6) TIS is performing the services and covering costs that are characteristic of
"entry costs” to penetrate a new market. Only after a sufficiently large flow
of product has been established, will the normal brokerage commission sustain
interest by the broker.

"(7) It is not clear that client fees would serve a useful purpose for the
program. The fees collected could not make TIS into a self sustaining
operation, as described in the report.

"(8) We suggest that TIS must accept some level of obligation to its client
when it links the client to a buyer for trial shipments and assists in product
adaptation.”

B. Having Implications for Global TIS Program Design

The evaluation offered the following observations as guidance for future
programs:

"(1) In light of our findings we believe the structure of the present Cooperative
Agreementrequires considerable modification to allow for optimum employment
of IESC resources to meet USAID program objectives. With TIS having shown
itself to be such a high impact program, it should form the central thrust of the
new project. Continuation of the present structure would result in "the tail
wagging dog”. USAID should now build around its success.

"(2) The VE and TIS activity should be made to be mutually supportive, thereby
enhancing its overall effectiveness. |ESC has a talent pool that can serve
export producers’ needs. The various IESC services (i.e., ABLE), when applied
in concert, can make major impact on the growth of Morocco’s private export
sector.

"(3) The scale of the IESC operation for the next five years should be
reconsidered. It may be feasible to expand the program, the staff in
Casablanca and Stamford, and bring about a more rapid rate of Moroccan
export expansion and venture stimulation.

"(4) The resources of IESC should be structured in an integrated, mutually
supportive way. |ESC should capitalize on the successful operational methods
of TIS by taking the lead from TIS, and use VE and other IESC resources fully
to support client companies that are identified by TIS as being close to the
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point where they can make a breakthrough. Other clients may be found, not
related to the TIS program, and these should be judged on their own merits.
But the heart of the program should be based on the TIS operation.

"(5) Contrary to the conventional wisdom, we believe an export focus for the
IESC activities is useful, if it is not too rigidly applied. It is both an important
USAID program objective, and IESC’s strong suit. it is a priority of the
Moroccan Government. The policy framework seems to be improving and
forthcoming events with respect to the Common Market suggest that there will
be strong interest on the part of the Moroccan producers to situate themselves
in the North American markets.

"(6) Once introduced into the U.S. market and gaining recognition for product
reliability, there is likely to be some vertical integration of producer and
distributor, as happened in Spain. This may lead to some significant joint
ventures between U.S. firms and Moroccan firms. IESC can play an important
role in promoting those joint ventures.

"(7) TIS should not be seen to be a permanent institution, but rather a vaiid,
useful temporary service providing information and contacts during the interim
period when Morocco’s export sector needs to quickly learn how to enter the
North American markets.

"(8) The TIS program’s format is now established. TIS’ recent efforts have laid
the basis for new activities in tourism, spices and herbs and other areas. Thus
a foundation is already in place for TIS to continue to support Morocco’s export
drive, using the modus operandi established during the past 27 months. It is
essential that TIS operations not be allowed to lapse during any management
hiatus.

"(9) One could suggest additional activities to be performed by TIS. Normally
one would expect technical and international market information to be readily
available to producers, either through local government channels or through
commercial infermation services. Regrettably, this is not the case in Morocco.
It may be desirable for TIS to utilize its Stamford link to channel such
information into Casablanca, and then to disseminate it locally at some nominal
charge.

"(10) The TIS Casablanca-Stamford link could be used to good advantage to
assist Moroccan clients who are ready to undertake investment for export
production to secure information about U.S. technology, equipment and other
requirements needed to implement the investment.
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"(11) Additionally, USAID’s other projects might be more actively utilized to
support ancillary activities that would strengthen the Moroccan private sector’s
capability to operate in the international marketplace. English language training,
and training in international business management are two examples of such
activities.

"(12) To assure USAID project coordination, it is essential to design and
implement the MAP project so that it will not get in the way of the TIS
program, now that it has demonstrated its effectiveness. We suggest that any
product line that is being developed for export by TIS be excluded from the
scope of the MAP. Alternatively, USAID may wish to consider IESC as a
member of any consortium to implement MAP.

"(13) Based on the performance of the past 27 months, and the relatively small
number of Moroccan companies of sufficient capability to seriously operate in
the international markets, it is conceivable that there will be little need for TIS
to continue much beyond the next five year period. If so, there is no need to
work towards self sustaining operations for TIS. TIS is meeting a portion of the
"initial "entry costs” of Moroccan producers to penetrate the North American
market. There are external benefits which are derived by the Moroccan
economy from that operation, that would easily justify the costs as a one-time
subsidy payment. Once the objective is reached, the subsidy ends.

"(14) The question of whether to have 220 VE projects over the next five years
appears to be irrelevant. There is no assurance that 220 VE projects will have
any more impact on Morocco’s productive sector in the next five years than
115 projects had these past five years. What may be more to the pointis how
to utilize the resources of IESC most effectively to achieve specific, measurable
private sector growth targets in Morocco. As suggested previously, the link
between the VE program and TIS may best serve this end.

"(15) Based on past TIS experience, a planning figure of $7 million for five
years to fund the entire activity seems to be inadequate as a level of resources
to achieve attainable outputs. The following section deals with the
organizational structure, funding and staffing and rnay provide some assistance
to USAID. Most likely, the level of funding needed to achieve the desired goals
within five years will be in the $9 to $10 million range. Whether it will take
220 VEs or some other number is not predeterminable.”

The Final Evaluation Report offers some guidance for 2 possible approach for
the organization of the new effort:

"Certain organizational restructuring of the IESC operation for Morocco, for the
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five year period beginning July 1992, is needed to accommodate the new
emphasis on TIS, and the supporting role to be played by the VE program for
TIS.

"USAID should avoid the detailed microcontrol over the normal operating
procedures for IESC but should exercise its oversight responsibilities through
the mechanism of periodic comprehensive reviews of IESC proposed penodlc
work plans.

"Initially, the Cooperative Agreement prepared by IESC for consideration of
USAID, should specify the detailed work plan to be followed during the first 18
months of the five year period (July 1992 to December 1993). This work plan
for the first 18-month period will be based on the strategy which TiS is now
pursuing; namely, to bring the initial efforts of the product lines which are now
the subject of trial shipments and broker promotion efforts, to the market
penetration stage. It will expand the strategy to add product lines to the TIS
operational focus which the sub-sector surveys indicate to have merit (spices
and herbs, touriem, etc), as and when IESC believes it to be appropriate.
However, therc will be a more intense pursuit of these product lines which will
be made possible by the addition of local and U.S. staff, both in Casablanca
and in Stamford.

"IESC will continue to submit quarterly reports to USAID, as has been done in
the recent past, to allow USAID to monitor progress of the program. If USAID
finds reason for concern with the conduct of the program, it will raise such
concerns with IESC for resolution. If IESC finds that it needs to make
significant departures from the agreed work plan, it will request USAID’s
concurrence t0 make such departures.

"It is not possible to plan, at the outset, how and at what pace the TIS program
will operate throughout the five year life of the project. Therefore, IESC will
submit to USAID, towards the end of the fifth quarter of the project,
(September 1993) a new draft proposed work plan for the 12 month period
beginning January 1994. A "full court” hearing will be held in USAID Rabat
during October 1993, attended by the IESC Regional V.P. and such other IESC
personnel from Stamford and Casablanca as are deemed necessary, to consider
and review the new work plan. Approval to implement the ultimately iointly
agreed work plan will then be given by the USAID Project Manager, together
with a commitment for the required funding to carry that work plan through its
12 month duration.

"A similar procedure will be followed in September/ October 1994, to consider
the draft proposed work plan for the 12 month period beginning January 1995.
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"A final draft work plan for the last 18 months of the project life, (January
1996 to July 1997), will be prepared by IESC and submitted to USAID in
September 1995. A similar procedure for review and approval of that work
plan will be followed, as with the earlier three work plans.

"It is believed that this procedure will allow the USAID Project Manager to
monitor the conduct of the project and will provide a satisfactory mechanism
for oversight without burdening the project with undue and counterproductive
operational intervention by USAID into the administration of the project. Each
approved work plan will receive funding to carry it through the period of the
work plan only.”
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COUNTRY ASSESSMENT: PORTUGAL

l PROGRAM QRIGINS, OBJECTIVES AND BACKGROUND
A. Funding

The TIS Portugal program was funded under Amendment 2 of the original PRE
cocoperative agreement, August 28, 1990. The program was allocated $117,000 for
the two year period through August 28, 1992. PRE then approved an additional
$104,000 for Portugal. Subsequently PRE was given a draft for the 1992 year
including an additional $181,000, of which only 40 % has been approved ($72,400)
plus an additional $40,000 for overseas staff support, totalling $112,400 approved
monies for 1992. Total approved funds for both years at this point are $333,400.

As mentioned, ail the costs in Portugal are financed by the AIP and all the U.S.
costs are covered by A.1.D. The exception to this is international travel carried out
by AIP staff. These costs along with associated costs incurred in the U.S. are
covered by A.1.D.

B. Program Focus and Project Components

Being an Advanced Developing Country (ADC), The TIS Portugal program
represents @ modified approach to the traditional TIS projects. This program is a
mechanism to create new investment linkages between the US and Portugal and has
its emphasis on small/medium sized businesses. The goals are to promote investment
in Portugal through the promotion of joint-ventures between US and Portuguese firms,
creating jobs and stimulating the Portuguese and US economies. The cooperative
staffs from TIS and AIP are using the IESC VE network, telemarketing, publications,
the AIP network, associations, trade shows and promotional visits to accomplish their
goals.

C. Staffing and Links to Other Promotion Agents

The program is designed to be a cooperative agreement between TIS, hired by
AID to manage the program, and the Associacao Industrial Portuguesa (AIP) in Lisbon,
as outlined in the Memorandum of Understanding between AID and AIP signed in July,
1990. TIS provided a full time Project Officer, under the supervision of the ADC
Manager, to handle the US side of the program, while AIP has part-time staff and
support technicians to facilitate the overseas activities. It should be noted that the
IESC/TIS in the US had no funds available for in-country staffing and consequently has
no control over the staffing and operation of the AIP in Portugal.
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While difficult to quantify, the AIP staff have been spending most of their time
on promoting co-ventures with the European Community instead of the U.S. Contacts
in the EEC and proximity to those markets make it easier to identify partners and
interested parties. These priorities differ from the terms of agreement outlined in the
cooperative agreement. Originally, the cooperative agreement stated that AIP would
provide a full time investment promotion officer and office that would be focused
exclusively on promoting cooperative ventures with U.S. companies.

Similar to other programs, the TIS program in Portugal does not work very
closely with other programs in country. The major groups involved in investment
promotion include: ICEP, the U.S. commercial office and IGNAPE. The involvement
of these groups is mostly limited to carrying out joint seminars together.

" MARKET DEMAND AND TIS MARKETING

Project leads for the Portugal/TIS program are generated from contacts made
by the AIP. Through advertising and other promotion activities, AlP develops a list of
Portuguese firms that are interested in forming joint ventures and other co-ventures
with U.S. companies. These names along with detailed profiles are sent to a
counterpart TIS officer in the U.S., who is responsible for contacting potential U.S.
partners.

The principal activities of both the Portuguese and U.S. TIS staff fall into three
general areas: 1) promotion (General advertising, group presentations, direct mailings,
firm-specific meetings), 2) follow-Up activities and, 3) administration. Most of the AIP
has come from presentations to local Chambers of Commerce.

On the U.S. side the preferred means of contacting U.S. companies is through
"cold-calls™ to top decision-makers and contacts with associations and other sector
gruups. In all these activities the TIS staff work closely with VEs.

Follow-up activities include gathering more information on potential partners,
finding out other services or assistance a firm needs and relaying messages and
correspondence between two interested firms. These are a primary responsibility of
the TIS Project Officer and his/her counterpart in Portugal. Administration activities
focus mostly on communication between the U.S. and Portuguese staff about the
status of different projects and activities to be carried out.

]| ASSESSMENT OF PROGRAM IMPACT
To date, the AIP program has not registered any concrete transactions, which

is not unusual since the program has only been in operation for 10 months. This
section therefore focuses more on the perceived "hot leads” that are being developed.
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A. IESC and AIP Conclusions

According to the TIS project tracking records a total of 16 Portuguese
companies have been contacted. Out of this group, about eight have entered into
some type of dialogue with U.S. companies. The remaining eight companies either
have to provide more information or are waiting for the U.S. partner search to find
interested companies.

Other achievements mentioned include:

* 35 U.S. companies have contacted the IESC/TIS officer and indicated an
interest in investing in Portugal. 14 of these have submitted interest
letters and samples to Portugal.

¢ Over 200 U.S. companies have been contactedfor the 8 "active"
Portuguese clients.

* 11 articles and advertisements have been published in a variety of
newsletters and newspapers.

B. Survey Impressions

A review of the of the 8 "active" Portuguese company files reveals that 5 are
currently having a dialogue with a U.S. company, with at least three having met with
prospective U.S. partners. The others have either just finished a dialogue with no
results or are still waiting for a prospective U.S. partner to be found.

Only 2 companies were intereviewed in Portugal. One of these companies had
extensive experience with U.S. companies and is looking for joint-venture partners
either from the U.S., Canada or Europe. He is not limiting his search to the IESC
program. Through personal contacts and the government ICEP program he has made
contacts with two other companies.

Thus far, the IESC search has not resulted in concrete transactions. One U.S.
company was considered inappropriate because he produced the same products and
only wanted to subcontract. This company wants technology, know-how and some
financial input. The second company seems to be losing market share and is not
terribly strong financially. Initial contacts with this company led to U.S. companies
asking for quotes on several products. No deals, however, were concluded since the
U.S. found the quotes to be nearly twice as high as they were willing to pay.

v ASSESSMENT OF PROGRAM MANAGEMENT

Similar to the other ADC program in Turkey, the TIS program in Portugal has
been characterized by a lack of concrete results. This has resulted in a high level of
frustration on the part of the IESC/TIS staff. The AIP staff do not seem as frustrated,

Annex D Page 41




in large part because much of their interest and priorities focus more on EEC
initiatives.

The lack of a full scale commitment in Portugal, as originally agreed to in the
cooperative agreement, has limited the number of potential candidates. In spite of
this, the program has been able to generate some leads in large part due to the
diligent efforts of the full time TIS officer in Stamford. Still, staffing and
organizational problems within and between both groups have weakened project
implementation. Below is a summary of the major weaknesses affecting the program.

MARKETING STRATEGY: Similar to the Turkish program, the basic approach
has been driven by general presentations to local chambers of commerce. This
has resulted in a "shotgun” strategy which has forced the program to respond
to a wide variety of industries. In this environment, it has been difficult to
discriminate "winners” from "losers” and to concentrate resources in a few
areas. Consequently, alot of effort is spent on a fairly wide ranging number of
firms, but with no results. Too often, the last 10-20% of the effort, and the
most difficult part of matchmaking, is left undone or delayed to the detriment
of closing a deal.

OBJECTIVES/PRIORITIES: A major problem is that the AIP program is focused
on establishing cooperative agreements with U.S. as well as European
companies. Unfortunately for the IESC program, most of the effort has been
directed towards the EEC. During the past year more than 100 requests for
joint-ventures have been directed towards the EEC, compared to only 16 for
US. (Note: The AIP also receives numerous requests through its contacts in
Europe. Nearl 70% of all EEC joint-venture leads start in the EEC.)

Despite the efforts of the TIS officer in Stamford, it has been difficult to
establish adequate consensus and communication between the AIP and
IESC/TIS staff over the short-term and long-term objectives of the program.
The cooperative agreement does not allow IESC to apply any leverage against
in-country counterpart staff.

Typical problems that have occured from time to time include:

¢ Loosely defined deadlines

¢ Independently developed work plan targets. Each group
established targets independent of the other.

* Training not done at the same time

* Uncertainity about short term plan of action. Both sides operate
independently.
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* Not clear about objectives and suiategy of sector surveys (e.g.
Purpose of auto survey)

COMMUNICATION/PROCEDURES: This area is very weak both between AIP
and IESC and with the companies. Similar to the program in Turkey, there are
too many loose ends and not enough accountability for actions taken. As a
result, each group ends up pointing the finger either directly or indirectly for any
unfinished business.

Among some of the areas that seem insufficiently developed include:

* No summary status sheet on leads and actions that need to be
taken for each company. (Currently, there only exists weekly
faxes which refer to some but not all of the company leads and
which have many unspecified statements like: "I'll update you" or
"Please let me know what the status is".)

* General language problems. Many faxes from the U.S. ask the
AIP to clarify previous faxes due to a lack of understanding.

¢ Delays in following up on requests are common, in large part
because the AIP staff are juggling too many activities (i.e. EEC
related activities). This has resulted in letters of interest from U.S.
companies not being sent to Portuguese companies for up to 2
weeks after receiving it from IESC/TIS. Also, follow-up letters to
companies that attend seminars are not always done in a timely
manner.

USE OF VEs: The Portugal program has been slow in mobilizing VE assistance.
Most serious have been the delays in carrying out sector surveys. There were
3 sector surveys planned that have had to be canceled or have not been
organized. In some cases, the AlP staff have not had the time or have been
focused on working with the EEC. In another case, the AIP staff have not
clearly understood the purpose of the surveys and have been slow in organizing
in-country visits for VEs. As a result, the VEs have been used for only a total
of 23 days--General Survey for 13 days and Spot Reviews for 10 days.

STAFF/MANAGEMENT: The Portugal TIS program has suffered from many of
the same staffing and management problems found in Turkey. Unlike the
Turkish situation, these problems are due more to a lack of concentrated
commitment than political factors. Key problems include:

* AIP does not have a full-time person assigned to the program as
specified in the agreement.
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¢ Insufficient Leadership--Fax traffic is always asking for clarification
and trying to develop consensus. There is little or not direction
provided by either group. This is due to the project design
emphasizing a partnership relationship.

¢ Inadequate Expertise--The AIP staff are general "facilitators™ and
not experts at analyzing companies. As mentioned in the section
on objectives and priorities, there is no capaility to distinguish
winners from losers. As a result, the AIP and IESC/TIS staff
respond to any company that fills out an application.

* No Specified Responsibilities--Everyone in the AIP office does
everything. Activities are organized by general function rather than
by geographic area. Three or more people might respond to a
company lead at any given time.

INFORMATION/COMPANY PROFILES: The company profiles are incomplete
and require excessive time to complete. From the outset the program has
suffered from the same problem found in the Turkey: "How much information
is enough?™

¢ Out of 16 company profiles, 8 are rather incomplete., 7 are
complete and 1 is in the process of being evaluated.

¢ Incompatible Data Sheet Requirements. The AIP uses a standard
form for its members that is different and from the type of
information required by IESC/TIP.

¢ Too much Back and Forth. Only 80% of any message or request
is sufficiently covered. There are constantly more questions from
the U.S. asking for more detailed profiles or responses.(e.g.
purpose of this evaluation was never fully communicated).

¢ Crtical Information is not always communicated (e.g. MONTITEC
guy has 23 yrs. experience with U.S company and does not want
to repeat/duplicate similar products. Yet, the one U.S. lead ends
up duplicating his product line. Also, very little information on
competition.)

\' FINDINGS AND TENTATIVE CONCLUSIONS

The findings and conclusions are almost identical to those found in Turkey. The
main differences between the Portuguese and Turkish programs are:

* The Turkish program has commited more resources to the

Annex D Page 44




program. This has resulted in far more leads and activities (e.g.
203 leads compared to 16 in Portugal).

Due to its proximity and reputation in the U.S., the Portuguese
program has had more success in getting U.S. companies to visit
Portugal. U.S. companies are less willing to visit Turkey.
Consequently, the burden of initiating contacts falls on the Turkish
companies to visit U.S. companies.

Both programs suffer from being able to convince local companies
to consider U.S. companies instead of European partners that are
closer. Still, it is more difficult to get a Turkish company to travel
to the U.S. than it is for a Portuguese company.

Aside from these differences, the Portuguese program has suffered from the the
following problems found in Turkey:

»
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No concrete results during the initial ten months of the program.

Very slow moving and overly bureaucratized procedures. The
program has spent an inordinate amount of time trying to collect
pertinent information about Portuguese companies. There have
been repeated requests for more information from the 1ESC/TIS
staff before beginning a search. This constant demand delays
activities and also puts the AIP in the uncomfortable position of
continuously going back to companies. The companies, in turn,
view this give and take as bureaucratic.

Lots of finger pointing. With little or no accountability for seeing
a deal through from beginning to end, there is alot of unfinished
business, loose ends and high level of frustrations on the part of
AIP and IESC/TIS staff. At several points in the
communication/action chain, both and none of the groups are
responsible for inaction.

Overall lack of management oversight. Related to the above,
there is no single person in charge of the program. AIP
management has not clearly defined objectives related to
promoting U.S. joint-ventures.

Programis too limited in its objectives. Joint-ventures take a long
time to come to fruition. In the interim, the AIP staff should
encourage other options like technical assistance, ABLES and
other cooperative arrangements (e.g. marketing, distribution,
licensing). The promotion of different services, however, requires
an intimate knowledge of the service and confidence that the




service will be considered useful--the AIP staff currently do not
have either.

. Overall lack of confidence and credibility. All the above factors
reduce the AIP and IESC/TIS staff’s ability to convey confidence
and credibility to the targeted firms.

\", RECOMMENDATIONS

Need a full-time U.S.-paid person to run the show in Portugal and to
manage counterpart in the U.S. This in-country director will need a full-
time AIP assistant that is bilingual and capable of backstopping the
director.

Need to continue developing smaller contacts and options like: licensing,
tech. transfer and technical assistance. Need to focus on companies
that want to trade as well as invest in order to get the process started
and show results.

Need to better use the VEs for sector surveys.

Need well defined profiles from the outset that cover all pertinent
aspects of the business.

Should develop other aspects of the promotion:

--U.S. First Strategy: Continue to line up U.S. leads by promoting
Portugal in general and identifying U.S. companies and sending
them to Portugal.

--Concentrate on U.S. companies that are already thinking about
investing overseas. One Portuguese company commented that he
only wants companies that are already thinking about investing
overseas.

Develop good consultation and confidence by working out concerns with
targeted companies. Coach and train them on what to say. This requires
someone with knowledge of U.S. markets and strong business savvy.
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COUNTRY ASSESSMENT FOR SRI LANKA
i TIS PROGRAM ORIGINS, OBJECTIVES AND BACKGROUND

Sri Lanka was not included in the AID/PRE centrally funded project for
promotion of trade and Investment. Rather, its origins lay with the interest of the
USAID to undertake a project that would be both in the private sector and also feature
Science and Technology. The India program had set up a project, modeled after the
U.S.- Israeli Bi-national Research and Development Foundation (BIRD) calles PACT.
USAID Thailand had approved a new wventure called Science and Technology for
Development, in which grants were approved for R&D efforts, and some portion of
the funds were reserved for the private sector. In 1989, the USAID Sri Lanka Private
Sector officer attended an AID Regional Conference in Bangkok at which the IESC TIS
staff made a presentation of the work being performed by them in other countries and
funded by AID/PRE. This provided for a confluence of interests and subsequently led
to design of the USAID funded Technology Initiative for the Private Sector (TIPS)
project in the fall of 1990 and approval of that project in early 1991,

The project is focussed on acquisition and installation of technology to enhance
the productivity of the Sri Lankan private sector. TIPS is designed to deliver
technology appraisal, installation and management services to private sector firms in
various industry sectors in Sri Lanka. This purpose is to be accomplished by three
objectives: (1) generating demand for technology upgrading and assisting firms
diagnose their production and marketing needs and request assistance; (2) providing
financial incentives for the search for technology and management acquisition; (3)
utilizing IESC’'s industry networks and providing firms with low cost reliable
information on technology, markets, potential partners, etc. These objectives will
contribute to the overall goal of the TIPS program which is to generate economic
growth and employment by developing and sustaining Sri Lanka’s market economy.

It features business linkages, primarily with U.S. firms, as a means to
accomplish technological upgrading and therefore follows some of the same
approaches as other T&l activities. TIPS does not have specific, quantified trade or
investment objectives. Instead, it sets employment generation and industrial
competitiveness enhancement targets by client firms derived from choosing, acquiring
and mastering technologies. It is unambiguously transaction oriented, without being
burdened with institutional development objectives.

TIPS is the onit TIS type program which incorporates a matching grant
component into the activity.

A. Funding

TIPS is a five year program (1991 to 1996) funded by USAID for $11.5 million
to be implemented by IESC. It began with the signing of the Cooperative Agreement
with IESC in May 1991. As of the time of this review, the USAID had provided $2
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million in funding, of which about $454,000 had been expended.
B. Program Focus and Project Components
TIPS has three major objectives:

1) Generate demand for technology upgrading from private sector firms by
helping these firms diagnose their production and marketing problems and
formulate requests for assistance to search for technological and management
solutions;

2) Provide cost sharing financial grants to help Sri Lankan firms offset the costs
of tachnology search and acquisition, especially through partnerships with U.S.
businesses and others;

3) Provide Technical Assistance through the services of IESC VEs and other
sources of technology to selected Sri Lankan firms to improve productivity.

While fast project start-up benefitted from three sector surveys (ceramics, light
engineering and gems/jewelry) performed as part of the project design exercise, it
initially was not sector focussed. It heavily promoted the availability of its services and
funding grants and allows the market to determine its focus and direction. However,
TIPS staff now has identified the sectors which seem to offer the best opportunities
for technology transactions and is directing its current marketing effort to those
sectors through industry associations, although it does not restrict other clients from
utilizing its services.

C. Staffing and Links to other Promotion Frograms

The project utilizes the "Suspension Bridge" ztaffing structure with the Senior
Project Director located in Colombo, and a strong support staff in Stamford. The TIPS
Colombo office is staffed by one American and six Sri Lankan professionals. The
Stamford operation is staffed by three full time professionals.

TIPS has no formal links to other T&l promotion programs except that the
General Manager of the Sri Lanka National Development Bank (which manages the
World Bank’s line of credit for Small and Medium Industries, as well as the
Technology Development Fund and the Technology Transfer Fund) is on the TIPS
Advisory Board. Other links to Government of Sri Lanka promotion organizations are
informal and weak. TIPS works with business associations and private business
consulting companies to the extent program needs dictate or there is an occasional
ad hoc confluence of interest.

A report entitled "STUDY ON DELIVERING TARGETED ASSISTANCE TO THE
EXPORT SECTOR" dated March 6, 1992, prepared by Andrew Singer, Consultant,
Cambridge, U.K. for the Sri Lanka Export Development Board (we believe the report
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was funded by the World Bank), analyses and compares the promotion schemes of
the SLEDB, the two World Bank Technology Funds administered by National
Development Bank, and the TIPS project. It concludes that matching grant programs
are the way to impact international competitiveness of firms but that the SLEDB grant
schemes are "... structured and administered in such a manner as to marginalize their
impact in the country’s export performance ... Neither of the two funds within NDB
seems to have significant firm level impact... In contrast, however, | am most
impressed by the new TIPS scheme, funded by USAID and administered separately,
independent of existing institutions. TIPS has several built-in characteristics that
suggest its impact will be substantially bigger than that of these other schemes."

The Singer Report concludes its comparative analysis as follows: "On present
form, | believe that TIPS will soon eliminate the need for continuing separate schemes
within SLEDB, which is inherently unable to match these substantial operational
advantages. As it stands, | believe there is much to be learned from what TIPS has
pioneered."

i MARKET DEMAND FOR THE TIS SERVICES AND TIS MARKETING APPROACH

TIPS provides free diagnostic and information search plus matching grants.
This has made the program very popular. It has received very favorable publicity.

As in the case of Morocco, the marketing effort has become more focussed on
sectors considered to have high potential.

1] ASSESSMENT OF PROGRAM IMPACT
A. As Claimed by IESC

IESC is relatively modest in its claims, pointing to about 77 matching grants
approved in the past 10 months (through March 31, 1992), well ahead of its target
of 30. It has also performed more than 400 client visits, and has completed 29 client
information reports for clients. It considers that it is on schedule notwithstanding the
difficulties encountered during the initial period of the project in applying AID
regulations to this unorthodox approach to private sector development. See discussion
below.)

B. USAID Impressions

The USAID seems comfortable with the progress to date of the project, which
has achieved some early successes. For example, a pencil factory has been linked in
a business colaboration with an American firm (Faber, Castell), with the result that
technological upgrading, export orders and new investment are expected to resuilt.
The Sri Lankan client credits TIPS with this transaction, which they believe saved the
Sri Lankan firm from bankruptcy. The TIPS effort has aiso received some very
favorable press play.
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The local World Bank staff has held exploratory discussions with TIPS staff,
probably as a result of the Singer Report, (see description in Section | ¢, above) to
determine whether its resources might be linked to TIPS. It is seeking ways in which
it can more productively utilize its lines of credit to the industrial sector through
financial intermediaries to bring about technology transfer and believes that some
linkage to TIPS would facilitate the utilization of its resources.

Numerous AID regulations dealing with such matters as (a) restrictions on
expenditure of funds outside the U.S., and (b) language testing for business clients
traveling under the matching grant program have caused large implementation
problems that threaten to sharply reduce the effectiveness of the project. The specific
implementation problems that this project has experienced are described in detail in
section V (b) below, as an example of the sort of special waivers and exceptions that
will be needed if future TIS programs are to be effectively implemented.

C. Survey Results
Two companies were visited by the evaluator.

Stone ‘n String has about 150 employees, makes costume jewelry for sale
domestically and for export. The company has had a positive growth rate of about
30% per year. It has received approval of a technology grant to search for new
markets in Dubhai and to explore sources in the U.S. for production machinery to
handle the anticipated large export orders. It succeeded in making its products
available for sale on Emirates Airlines through their in-flight sales catolog.

In response to questions, the proprietor expressed satisfaction with the TIPS
program, indicating that he thought it would add $200,000 to his turnover in the
second year after the grant has been executed. He perceives other constraints
working to hold back his company’s growth to be slow reaction by the lower levels
of the bureaucracy to the new deregulation policies, lack of low interest credit for
SMEs to start-up and expand, and need for training in business management. He
suggested that TIPS offer a video tape lending library of basic level management
training films for clients (i.e., How to Manage a Meeting; etc).

Ceylon Pencil Company is contemplating a coventure with Faber-Castell. F-C
already has placed a test order for 65,000 gross pencil leads (at 45 cents per gross,
FOB) and is negotiating an exclusive marketing arrangement for 21 countries with a
guaranteed purchase of from 65,000 to 200,000 gross per month. It is also possible
that F-C will enter a joint venture with Ceylon Pencil to expand the existing plant to
meet these shipments, thereby qualifying the enterprise for a tax holiday. If only the
minimum export level is achieved, the present workforce of 20 will be increased to
over 100.

Domestic demand for pencils dried up as a result of reduced tariff protection
and cheap Chinese imports. The idle capacity would have resulted in closing the
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operation if TIPS had not been able to assist in finding an overseas market for the
firm, something the firm was unable to do for itself. TIPS arranged for F-C to meet
with the Director of Ceylon Pencil Co. after which its production staff visited the plant
to review the existing quality and capacity. It gave advice on production techniques
to assure quality and on equipment needs, including laboratory equipment supply
sources. In response to inquiries, the client expressed great satisfaction with the way
TIPS handled their needs.

v ASSESSMENT OF PROGRAM MANAGEMENT
A. Overall Effectiveness

It is perhaps premature to draw conclusions other than to say that the start of
the project has been well managed, with recruitment of a very high caliber staff
having been accomplished both in Stamford and in Colombo.

B. In Country

An elaborate reporting and monitoring system has been designed by IESC to
capture the client specific intervention data, both to manage the TIPS operation and
to track impact. It is expected that the system will be in place by end August 1992.
As has been shown in a number of other IESC managed programs, impact analysis
has been severely hampered by the inadequacies of the reporting and monitoring
systems used by IESC. This effort to institute a well designed system for TIPS has
given impetus to IESC to improve its central monitoring system in Stamford as well.

The performance indicators required by the TIPS Project Paper are not precisely
quantified, rathar they require measuring the relative performance of the TIPS clients
against the performance of the industrial sub-sector as a whole. This data is
exceedingly difficult to obtain and manipulate in a manner to give one confidence in
the conclusions to be drz.wn therefrom, even with the elaborate menitoring system
being installed. It may be helpful to maintain back-up data of &« more rudimentary
nature (i.e., cost data for individual TIPS funded interventions which later can be
compared with simplified performance measurements based on client’s aspirations at
time of grant approval.) in the event the more elaborate monitoring system fails to
yield the anticipated results.

C. In Stamford

We note that the TIPS Monthly Repoit for February 1992 describes one of TIPS
major objectives as, "Establish U.S. industry networks in the business and technology
community to provide firms with a means to obtain low cost, rapid and reliable
information ... and potential foreign business partners.” We have been unable to
identify or trace the origins of this objective either in the Cooperative Agreement or
any other subsequently agreed document. It seems to be redundant in that IESC'’s
comparative advantage, and the reason IESC had predominant capability to implement
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TIPS, was its existing netwoik of VEs and their access to the U.S. business
community.

v FINDINGS AND TENTATIVE CONCLUSIONS
A. Related to Specific Country Program

The Reporting and Monitoring System being put in place is needed to attempt
to provide data to measure the very complex performance indicators called for in the
Project Paper. While these indicators may prove too elusive to track, at a minimum,
it would be useful to measure costs and benefits of individual interventions with the
client beneficiaries.

B. Having Implications for Global TIS Program Design

TIPS is unique among the TIS programs reviewed in that it utilizes a matching
grant approach, thereby allowing the client to take responsibility for much of the
individual program direction.

It is also the only TIS program that rationalizes its activities by primarily
focussing on tecnnology selection, acquisition and mastery. Interestingly, the nature
of the TIS programs seems quite similar in terms of their implementation, whether the
focus is export promotion, investment promotion or technology acquisition. This leads
us to the conclusionthat these three components (Trade, Investment and Technology)
are really part of the same TIS strategy and work hand in hand with each other.

tffective implermentation of the matching grant aspect of the TIPS project
required the USAID to seek waivers from numerous AID regulations which were never
intended to cover programs of this nature. It is instructive to review this experience
since future TIS programs may run into the same problems. [Fortunately, all but one
of these problems have been satisfactorily resolved as of the time of this review. The
remaining issue, having to do with English language testing requirements for business
persons who receive partial funding through TIPS matching grants to travel to the
U.S. for business purposes (a requirement under AID Handbook 10, since the business
persons, particularly those who travel under the TIPS funded Entrepreneurs
International (E.l.) program, fall under the definition of AID Participant) is still a
contentious problem which impedes effective project implementaiion. These issues
are:

1 - Applicability of AID Handbook 10 (Participant Training) rules to TIPS clients;
USAID’s arguments are persuasively described in attachment -- to this report
(Memorandum dated December 12, 1991 from Steve Hadley. The subject was
raised with AID/W in 91 Colombo 06895 and Colombo 01346. Surprisingly,
AID/W responded in State 116094 that "...the Director, OIT finds no basis to
approve such a waiver." It appears to us that the USAID case was well made
and OIT’s response, proposing a process of individual waiver requests, is
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bound to reduce program effectiveness, increase program costs and result in
misallocation of valuable project management time.

We question whether TIPS clients need to be regarded as AID participants,
given the nature of their business in the U.S. and the fact that they are funding
a portion of their own travel costs. A TIPS matching grant has many of the
characteristics of a bank loan. It is normally up to the recipient to manage
his/her own program. In this instance, it is IESC, not OIT, that is making most
of the arrangements in the U.S. for the TIPS client.

2 - Source, Origin and Nationality Rules applicable to the Cooperative Grant;
The USAID found that AID regulations dealing with this subject contain
ambiguities that could result in chalanges to IESC actions by auditors. It
utilized the "Requsast for Approval of Deviation for Handbook 13 Grant”
procedure contained in Handbook 13, Section 1E.2. A copy of the Deviation
Request, dated September 18, 1991, is Annex C contained in this report. Once
issued, the USAID, in concert with IESC, prepared a Statement of Rules and
Definitions to cover this subject. This statement is included in Annex C.

3 - Prohibition Against Purchasing Services from Government Agencies; One
of the objectives of TIPS is to encourage clients to utilize local sources of
technology, when available, with the matching grant. Local souces include Sri
Lanka Government laboratories, such as CISIR. AID regulations prohibit the
expenditure of funds for services provided by government agencies. A waiver,
dated January 9, 1992 was signed by the USAID Director. See Annex C.

4 - Audit of Sub-Grant Recipients; A recent amendment to AlD regulations
mandates audits of sub-grants as well as audits of the entity receiving the sub-
grant. Thus every TIPS client would have been subject to AID audit of the
company. The regional |G, in his message Singapore 08222 dated 6
September 1991 agreed that thls requirement would not apply to the TIPS
project. See Annex C.

5 - Monitoring Requirements of Client Purchases of Equipment; USAID
established rules governing test equipment purchased by TIPS clients under the
matiching grant to assure compliance with Al{D Regulations. See letter from
Stephen Hadley to TIPS dated January 13, 1992, contained in Annex €.

6 - Remuneration For Key TIPS Personnel; AID rules for contractcrs and others
concerning pay scales and other forms of compensation had to be carefully
reviewed to allow adequate compensation structure to attract and retain
superior candidates for the key positions in TIPS.

7 - Adherence to Lautenberg Amendment; Attached Memo to the Files dated
October 21, 1991 describes the deliberations by USAID with respect tc this
requirement. See Annex C.
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COUNTRY PROGRAM DESCRIPTION FOR TUNISIA
| TIS PROGRAM ORIGINS, OBJECTIVES AND BACKGROUND
A. Funding

Funding for the IESC Multiple Business Services (MBS) Program for Tunisia is
provided under Cooperative Agreement
No. 661-0328-A-00-2000-00 with the USAID Mission in Tunisia. The total amount
of funding provided for in the Cooperative Agreementis $1,288,900 over a three-year
period beginning November 1991. A total of $372,300 was committed to cover
program expenditures for the period through September 30, 1992. In addition to this
direct Mission support, $53,100 for the first year of operations is provided under a
separate agreement for Trade and Investment Services between IESC and
AID/Washington, and $15,800 is provided under a separate agreement between IESC
and AlD/Washington (the Core Grant), for a total of $441,200 in direct USAID support
for the first year of project activities.

B. Program Focus and Project Components

The MBS Program for Tunisia provides the full range of IESC services to the
Tunisian private sector. This includes traditional technical assistance projects, USVE
projects, TIS projects, and ABLE information services projects. Two sectors of the
Tunisian economy have been chosen as the focus of project activities: the auto parts
manufacturing sector and the fruit & vegetable processing/packaging sector. Sector
surveys in these areas will serve as the foundation for subsequent TIS activities
designed to create linkages between Tunisian firms and firms in the United States.

C. Staffing and Links to Other Promotion Agents

The MBS Program for Tunisia is managed by a Project Officer in the Stamford
office and the Country Director, assisted by an Investment Promotion Officer, in the
Tunisia office. The Program is implemented in collaboration with the Tunisian Agence
de Promotion Industrielle (API) and the Tunisia-based Tunisian American Chamber of
Commerce (TACC).
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COUNTRY ASSESSMENT: TURKEY
| PROGRAM ORIGINS, OBJECTIVES AND BACKGROUND
A. Funding

Turkey was added by AID/PRE on August 18, 1989 to the original group of five
countries selected for funding under the September 26, 1988 AID/PRE Cooperative
Agreement. Under the August 1, 1989 Memorandum of Understanding between AID
and the Union of Chambers and Commodity Exchanges of Turkey (TOBB), it was
agreed that AID/PRE would cover the costs of TIS/IESC while TOBB would cover all
local costs of the IPO (Investment Promotion Office). The initial TIS operating costs
from February through September 1990 were covered by the original PRE Cooperative
Agreement. In October 1990 these expenses were shifted to be covered under the
modified AID/PRE Cooperative Agreement of August 28, 1990, which provided
$117,000 to support TIS U.S. operations for the period August 29, 1990 to August
23, 1992. Through March 1992 the PRE grant had provided an additional $324,000
of funds for a total of $441,000 in direct AID support for the program.

As mentioned, all the costs in Turkey are financed by the TOBB and all the U.S.
costs are covered by A.l.D. The exception to this is international travel carried out
by TOBB staff. These costs along with associated costs incurred in the U.S. are
covered by A.l.D.

The costsincurred by TOBB are as follows: 1990--$180,000, 1991-- $170,000
and 1992-- $150,000.

B. Program Focus and Project Components

As specified in the modified AID/PRE Cooperative Agreement of August 28,
1990, the strategic focus of this advanced developing country (ADC) program is on
assisting Turkish small and medium-sized enterprises to form joint or co-ventures with
U.S. companies in Turkey. The program is designed to be driven from Turkey with
the IPO identifying business venture candidates. The role of TIS is to utilize IESC’s
extensive network of volunteer executives to identify U.S. companies as potential joint
venture partners and analyze the potential success of such ventures. As originally
conceived, the program is not restricted to any particular industry sector and {PO
services are available to all Turkish business enterprises.

Unlike other TIS initiatives, the Turkey program has adopted what is called the
"Advanced Developing Country” (ADC) model. The ADC model distinguishes itself
from the "Less Developed Country” (LDCs) in two ways. First, it focuses almost
exclusively on investment promotion, and not both export and investment promotion.
Second, the IESC/TIS staff rely on a locally funded Turkish Union of Chamber of
Commerce and Industry (TOBB) to coordinate promotion and follow-up activities in
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Turkey. IESC does not have a full-time counterpart that they fund. Rather, they have
a partnership with TOBB, the largest umbrella business association in Turkey.

Through advertising and other promotion activities, TOBB develops a list of
Turkish firms that are interested in forming joint ventures and other co-ventures with
U.S. companies. These names along with detailed profiles ars sent to a counterpart
TIS officer in the U.S., who is responsible for contacting potential U.S. partners.

The principal activities of both the Turkish and U.S. TIS staff fall into three
general areas: 1) promotion (General advertising, group presentations, direct mailings,
firm-specific meetings), 2) folow-Up activities and, 3) administration. As discussed
in further detail in section Ill, the TOBB has generated leads through several promotion
medians.Contacts with companies interviewd have come from variety of sources:
newsletter, presentations, journal of commerce, word of mouth. Especially important
are presentations carried out in conjunction with regional offices. On the U.S. side
the preferred means of contacting U.S. companies is through the contacts of VEs,
"cold-calls” to top decision-makers and contacts with associations and other sector
groups.

Follow-up activities include gathering more information on potential partners,
finding out other services or assistance a firm needs and relaying messages and
corresponce between two interested firms. These are a primary responsibility of the
TIS Project Officer and his/her counterpart in Turkey. Administration activities focus
mostly on communication between the U.S. and Turkish staff about the status of
different projects and activities to be carried out.

It should be noted that the original marketing premise of the TIS/Turkey
program was to concentrate on mobilizing VEs to carry out sector surveys and then
to use the VEs for follow-up activities in the U.S. For the first year of the project, the
VEs were not use that much for follow-up activities. Since early 1991, however, the
TIS staff in Stamford have used the VEs with greater frequency.

C. Staffing

Under the framework of the ADC model developed by AID/PRE, the program
represents a cooperative effort between a TIS office located in IESC’s U.S.
headquarters and a local Investment Promotion Office housed in TOBB. The U.S.
operation consists of a full-time project officer and marketing assistant under the
supervision of a program manager and TIS executive director. The Turkey operation
consists of a full-time investment promotion director, two investment officers, and an
administrative assistant. IESC/TIS has no control over the staffing and operations of
TOBB's Investment Promotion Office.

As mentioned previously, all personnel in Turkey are paid for by TOBB. Under
the terms of the original cooperative agreement, there were no funds available from
PRE/AID to pay for an American to be located in TOBB.
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D. Link to Other Promotion Programs

In Turkey there are a variety of groups involved in investment promotion
between U.S. and Turkish companies either directly or indirectly. The largest
organizations involved in establishing joint ventures are banks, accounting firms and
individual consultants. These organizations typically work with the larger firms
(greater than 100 employees). A private company, General Dynamics, has established
a $25 million investment fund that it is available to invest in local companies. More
indirect are the services offered by the Turkish American Business Association (TABA)
which has offices in New York and D.C. and has typically focused on defense-related
industries although it is recently trying to diversify into other areas. A final group of
contacts are friends located in the states. The commercial section of the U.S.
Embassy focus almost exclusively on the promotion of U.S. exports.

Outside of the U.S. contacts, there are other country promaotion programs
financed by the French and German governments. The French program (OCITIF)
copies both the structure, objectives and historical evolution of the IESC/TIS program.
The main difference is that this program is based in the Government State Planning
Office (SPO) and finances a French national full-time to work in Turkey.

For the most part, the TOBB staff do not maintain many contacts with the
above groups. As the nation’s largest private association, it does not feel any
compelling need to work out any agreements with other institutions. The other
groups, in turn, also do not see it necessary to maintain very close relationships with
TOBB. Consequently, any interaction among the groups tends to be sporadic and
spread out.

] MARKET DEMAND AND TIS MARKETING

The project generates demand based on publicity campaigns and presentations
done in Turkey. U.S. TIS efforts do not begin until interested Turkish firms are
identified and have completed detailed profiles.

The TOBB uses a variety of sources to identify interested firms. These include:
1) an in-house magazine (20,000 circulation), 2) interviews, 3) presentations to local
Chambers, 4) trade shows (1 in Turkey and 1 in the U.S.) and, 5) one-one meetings
with companies. after Chamber presentations

To date a total of 203 "projects” have been identified since the inception of the
project (34 in last 6 months by new team). A small percentage of these have come
from direct mailings. About half have come from presentations to local chambers and
another 20-30% from announcements in magazines.

On the U.S. side, the TIS staff have publicized specific joint-venture
opportunities through a variety of media. These include:
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¢ A total of 590 U.S. companies have been contacted through
telemarketing

¢ 55 industry association contacts; 3 state development
organizations (Missouri, Connecticut and Texas)

¢ 31 Publicity oragnizations contacted and 12 articles published

¢ VEs used for: 1) one automotive parts survey, 2) one trade fair
project, 3) 43 spot reports, 4) one TIS Linkage Assistance Project
and one TIS follow-up to industry survey.

¢ 5 Trade Shows attended

¢ 212 U.S. companies express initial interest

mn ASSESSMENT OF PROGRAM IMPACT

To date, the TOBB program has not registered any concrete transactions. This
section therefore focuses more on the perceived "hot leads” that are being developed.

A. IESC and TOBB Claims

According to the TIS project tracking records a total fo 203 Turkish companies
have been contacted. Out of this group there are differences of opinion over how
many are considered "active”. TOBB estimates that 38 project leads are still worth
pursuing. IESC/TIS has only 25 projects registered as "active".

IESC/TIS estimates that 14 out of the 25 "active™ projects are in serious or
about to lead to serious dialogues between U.S. firms.

B. Survey Impressions

A review of the of the 14 serious leads shows that only about 3 or 4 are
currently having a dialogue with a U.S. company. The others have either just finished
a dialogue with no results or are still waiting for a prospective U.S. partner to be
found.

While in Turkey a total of 7 companies were interviewed. All of these
interviews came from the list of 14 most serious leads. The survey indicates that
there are three types of firms being assisted. Group | consists of those firms that
appear to be financially strong and capable of finding or completing deals on their
own, given enough time. Group |l are those firms that are apparently doing well in the
local market but do not have as many contacts or are not as knowledgable about
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foreign companies to make contacts on their owne. The last group of firms are those
that seem to be either in a state of transition, weak in terms of iocal competition or
likely to be incompatible with U.S. companies.

The specific breakdown of firms is as follows:Group |:ER-BI, Seger; Group
II:Bolu Yem, Dimeks, Gizem; Group ll:Mekan and Pankurt.

Vi ASSESSMENT OF PROGRAM MANAGEMENT

The Turkey TIS program has been characterized by a lack of concrete results
and a high level of frustration on the part of TOBB and IESC staff. Both groups have
gone into the venture with good intentions. Staffing and organizational problems
within and between both groups, however, have weakened project implementation.
Below is a summary of the major weaknesses affecting the program.

MARKETING STRATEGY: The basic approach has been driven by general
presentations to local chambers of commerce. This has resulted in a "shotgun”
strategy which has forced the program to respond to a wide variety of
industries. In this environment, it has been difficult to discriminate "winners”
from "losers" and to concentrate resources in a few areas. Consequently, alot
of effort is spent on a fairly wide ranging number of firms, but with no results.
Too often, the last 10-20% of the effort, and the most difficult part of
matchmaking, is left undone or delayed to the detriment of closing a deal.

OBJECTIVES/PRIORITIES: From the outset there were unrealistic expectations
about what the program should and could do. Neither TOBB nor IESC had a
firm idea of how long it would it take to develop results. Also, the two groups
were out of synch in terms of the number of firms that should be targeted for
assistance and the type of information required. Even today there is
disagreement about how many projects should be considered "active”.

COMMUNICATION/PROCEDURES: This area has been weak both between
TOBB and IESC and with the companies. There are too many loose ends and
not enough accountability for actions taken. As a result, each group ends up
pointing the finger either directly or indirectly for any unfinished business.

Among some of the areas that seem insufficiently developed include:

¢ TOBB office is not computerized; only handwritten notes on
companies

* No summary status sheet on leads and actions that need to be
taken for each company. (Currently, there only exists weekly
faxes which refer to some but not all of the company leads and
which have many unspecified statements like: "I’ll update you".)
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* Cultural problems between IESC and TOBB result in poor
communication. For example, there are differences of opinion
over what constitutes a "good lead” or good deal. Also, early on
there were differences of opinion over how much information
should be collected on a Turkish company. The TOBEB staff
preferred 1 page summary statements, while the IESC/TIS staff
wanted more detailed profiles.

USE OF VEs: While the original design of the Turkey TIS program called for
several VE sector surveys, tiie program has

not been very effective at using the VEs. Early on in the program the TOBB
organized one VE sector survey. Since then, however, a change in
management has resulted in three other planned VE sector surveys being
delayed.

Most of the VE activity has been focused on completing "spot reports”--
reviews of company profiles prepared by TOBB staff. The specific breakdown
of VE activity includes the following: TIS Sector Surveys -- 27 days and Spot
and !dea Reviews -- 35 days.

STAFF/MANAGEMENT: The staff in TOBB are good "facilitators™. They are
capable of presenting and getting firms to fill out the necessary applications
and company profile sheets.

But these same people are not equally suited for "smelling” a deal and being
able to distinguish winners from losers. All companies that fill out the company
profile and have a decent reputation within local Chambers of Commerce are
considered suitable candidates. The only screening mechanism is the
application. This leads to resouces not being dissipated on some unviable
leads.

Besides an inability to fully diagnose a company, the TOBB staff and the
IESC/TIS staff early on were not fully prepared to "sell” an opportunity. A lack
of information and confidence inhibited sales efforts.

program has been inadequate information. During the first 18 months of
implementation there were constant appeals for more information from the
IESC/TIS staff. The original project profiles were inadequate and did not allow
the team to fully define and sell an opportunity. Most common ommitances
include: information about competitors, market share, trends, and overall |
technology. Also, it is often unclear or unspecific exactly what the local
partner expects to gain from a joint venture.

INFORMATION/COMPANY PROFILES: A major issue in the management of the
|

In return, the TOBB staff are constantly asking for updates on the status of
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U.S. leads. They are not sufficiently aware of U.S. companies that are
interested in investing in Turkey. In most cases, TOBB only receives the name
of interested U.S. companies and their catalogue and annual report.

Vv FINDINGS AND CONCLUSIONS

Since its inception two years ago, the Turkey TIS program has not generated
any concrete results due to several factors. Much of this can be attributed to the fact
that this two-year period represents a pilot phase of implementation. Joint-ventures
and other matchmaking activities focused on investment promotion take time.
Besides the limited time frame, the project has also been slow in achieving results due
to the the partnership” structure of the program. The dependence of IESC/TIS on
TOBB personnel and vice versa does not work for the reasons cited above in section
IV. Cultural, professional and organizational issues make it difficult to coordinate
activities. As a result, the project suffers from the following:

* Too many moving parts. The TIS program has too many people
trying to send and respond to messages, contact and do follow-up
with companies. By the time a message gets sent and responded
to, there is often a dilution or distortion in the objective.

. Very slow moving and overly bureacratized procedures. The
program has spent an inordinate amount of time trying to collect
pertinent information about Turkish companies. There have been
repeated requests for more information from the IESC/TIS staff
before beginning a search. This constant demand delays activities
and also puts the TOBB in the uncomfortable position of
continuously going back to companies. The companies, in turn,
view this give and take as bureacratic.

. Lots of finger pointing. With little or no accountability for seeing
a deal through from beginning to end, there is alot of unfinished
business, loose ends and high level of frustrations on the part of
TOBB and IESC/TIS staff. At several points in the
communication/action chain, both and none of the groups are
responsible for inaction.

» Overall lack ¢f management oversight. For most of the project |
there has been no single person in charge of the program. There
has been significant turnover in the TOBB office and a lack of
clearly defined priorities and objectives. In the U.S., the senior
staff in the U.S. have been overextended and not always aware
of the shortcomings in project implementation.
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During the past nine months, however, the IESC in Stamford has
hired a senior manager to coordinate and establish clearer
priorities. As a result, the overall management of the program has
improved significantly.

. Program is too limited in its objectives. Joint-ventures take a long
time to come to fruition. Originally, the project only focused on
establishing joint-ventures. Now, however, the project is starting
to focus on promoting other options like technical assistance,
ABLES and other cooperative arrangements (e.g. marketing,
distribution, licensing). The promotion of different services
requires an intimate knowledge of the service and confidence that
the service will be considered useful--the TOBB staff currently do
not have either.

* Overall lack of confidence and credibility. All the above factors
reduce the TOBB and IESC/TIS staff's ability to convey confidence
and credibility to the targeted firms.

Vi RECOMMENDATIONS

Need a full-time U.S.-paid person to run the show in Turkey and to
manage counterpart in the U.S.

Need to continue developing smaller contacts and options like: licensing,
tech. transfer, technical assistance. Need to focus on companies that
want to trade as well as invest in order to get the process started and
show results.

Need to better use the VEs for sector surveys. IESC is prepared to carry
out more VE sector surveys, but the TOBB management has still not
clearly defined which sectors to target. As soon as possible, there needs
to be a consensus between IESC and TOBB about where and when to
carry out more sector surveys.

Need well defined profiles from the outset that cover all pertinent
aspects of the business.

Should develop other aspects of the promotion:

--U.S. First Strategy: Promote Turkey in general and identify U.S.
companies and then send to Turkey. This is untested. French
program shows that both U.S. and Turkey can be promoted--their
split of 230 companies is 65% Turkish and 35% U.S.
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--Draw Upon U.S. Visits to Turkey. Concentrate around those
companies that visit Turkey. This limits role of U.S. TIS staff.

. Develop good consultation and confidence by working out concerns with
targeted companies. Coach and train them on what to say. This requires
someone with knowledge of U.S. markets and strong business savvy.

* Need to better use the database of TOBB. TOBB supposedly has a
database of companies with detailed profiles on members. This database
needs to be reviewed and assessed as to its potential for identifying local
firms for coventures.
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COUNTRY PROGRAM DESCRIPTION FOR YEMEN

| PROGRAM ORIGINS, OBJECTIVES AND BACKGROUND

A. Funding

The TIS program in Yemen was begun in October 1988 and ran through
December 1990. A total of $166,552 was obligated to cover travel costs for
Volunteer Executives and program support costs.

B. Program Focus and Project Components

The Trade and Investment Services program in Yemen provided active support
for USAID’s business development activities in specific, targeted industry sectors.
Programming development was concentrated in the glass manufacturing, medical
supplies and pharmaceuticals, solar energy, tourism and the food processing
industries. Due to the crisis in the Persian Gulf, the TIS Yemen program activities were
halted during the third quarter of 1990.

C. Staffing and Links to Other Promotion Agents

The TIS program in Yemen was managed by a Project Officer in the Stamford
Headquarters office. Although there was not a Project Officer in place overseas, a VE
was sent for a two and half month period to act as our interim "roving" IESC Country
Director and survey the opportunities for TIS program activities. He strongly
recommended that IESC establish a permanent presence in Yemen in order to continue
to stimulate, fortify and expand activities in the Yemeni business community.
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