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Preface 

A Background 

The Black Integrated Commerctal Support Project (BICSN) is a pioneering effort 
funded by USAID to promote eqwtable participation of blacks m the South Afhcan 
economy Th~s report evaluates BICSN project unpact fiom the tune ~t was restructured m 
1993 to the present The report has been prepared by a four-person team hued by the 
contractor, Chemotycs Internahonal, to comply with Chemoms' contractual obhgation to 
perform penod~c self-evaluations Team members have expenence m the three areas under 
mvestigahon (Corporate Procurement, Franchsmg and Licensmg, and Growth, Mergers, 
and Acqulsthons) as well as m evaluabon of USAID-funded projects 

Objectives of thls evaluation are to (1) e x m e  the project destgn m the context of 
busmess and soc~al condIhons m South ffica, (2) summarrze lessons learned and provlde 
recommendatmns for future efforts, (3) examme nnplementation strategtes and mputs to 
d e t e m e  then- effkx%veness, and (4) document project results a g m t  performance targets 
m the 1993 logtkarne, described more l l l y  m the 1994-95 work plan 

C Resources and methodology 

Evaluahon methodology denves fkom the project log&ame (Appendw A), the work 
plan of 1994-95, and the terms of reference for the evaluation team (Appendur B) The 
team made extensive use of project design documents, USAID'S Country Strategtc Plan, 
the BICSN contract and contract moddications, project reports, and other data sources 
supphed by the BICSN team and USAID The latter mcluded a BICSN database for 
t r m g  events, broken down by component, and a large project database of over 4,300 
records contauung ulformation on South ffican entrepreneurs, local advocacy groups, 
consultants, banks, and iknnaal lnstttutions 

To d e t e m e  the extent of project Impact, the evaluatron team conducted meetmgs 
and mtake mtemews wth more than 50 USAlD officials, BICSN-assisted black 
enterprrses, RSA corporate execuhves, and former members of the Pohcy Reference 
Group A hst of ltltervlews appears m the Acknowledgments There were some hutations 
m the avarlabhty of hard numbers showrng mcreases m turnover, gtven the reluctance or 
&ty of a few enterprises to provlde ths dormatmn However, the fiumhanty of the 
BICSN team mth busmess conditions at assisted compames enabled the evaluation team to 
make k l y  rehable estunates of project results A detaded explanahon of the team's 
methodology is d u d e d  m Sechon III 

D. Credent~ais of the evaluation team 

Mr. Joseph F Burke, Team Leader, is an Independent consultant and speclahst m 
project management, design, and evaluation He has extensive expenence m pnvate-sector 
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marketmg, sales, export promotion, and mstitutional strengthenmg of NGOs Mr Burke 
holds umversity degrees m busmess ahs t ra t ion  and mternational trade Prror to hs  
consultmg work, he was a sales and marketmg executive for General Tlre International, 
Colgate-Palmoltve, and Umted Brands m Latm Arnenca and ff ica 

Eugene Getchell, Franchsmg and Licensmg, is a certrfed fkanchse executive and 
mdependent consultant m fhnchsrng, marketmg, and busmess management He is a 
member of the Internatonal Franchsmg Association and served as chauman of the board m 
1991 He was also vlce president of fkanchsmg wth Long John Sllver's Seafood Shoppes, 
Inc He holds a bachelor of science degree fkom Colorado State Umversity 

Themba M. Pasnve, Corporate Procurement, is a registered CFA and business 
consultant s p e c i h g  m financial accountmg, taxation management, busmess development, 
and corporate fhmce He holds a bachelor of commerce degree and a diploma m busmess 
management 

Peter J Wnght II, Growth, Mergers, and Acquisitions, is a speciahst m 
pnvatlzation and venture capital m emergmg markets He is rnanagmg drrector of 
Composite Matmals, Ltd , responsible for corporate development, strategc acquisibons, 
and negobabon of dstnbution channels Consultmg assignments mclude prrvatvabon m the 
Slovak Repubhc and design of equliy and techcal assistance b d s  m South ff ica He 
prewously held executwe positions at Memweather Capital, Merchant Bank, and Wells 
Fargo He is a CPA and holds an MBA and a BA degree m rnternational relabom 

E. Organizat~on of the report 

In addltion to the executive summary, the report has sur sections The first rewews 
the pohbcal and economc context of BICSN and the extent to whch ~t has changed sme 
BICSN began The second summaT.lzes the mam elements of the project's hstory its 
design mssion, objectives, and strategies, its contmwng relevance to USAID7s Country 
Strategc Plan, and a bnef summary of project lrnplementation 

The thlrd section conshtutes the major section of the report It contarns an analysis 
of the effectiveness of contractor mtervenbons, and an assessment of project results It 
provldes aggregate data for the three project components--Corporate Procurement, 
Franchsmg and Licensmg, and Growth, Mergers, and Acqulsibons-and at the close, the 
major hdmgs of the evaluabon team 

Semons N, V, and VI are devoted to a more detaded assessment of mdtwdual 
project components They evaluate component mputs, or means of mplernentation, and 
compare component results wth end-of-project targets m the January 1994 work plan 

Preface Page 11 



Executive summary 

The BICSN project as restructured and re-staffed was dynamic, focused, and 
results-oriented It succeeded m adhermg to its reformulated mssion "to assist a core 
of hgh-potential BEs (black enterpnses) acheve accelerated growth and hnkages wth 
the large enterprise sector and to function as models for other BEs " It also fulfilled 
four Interrelated objectives to 

Develop greater access to markets for black-owned enterprises by forging 
profitable commercial luzkages wth corporabons and other business entities m 
South h c a ,  

Improve the managelral capabilities of targeted black enterpnses, 

Increase long-term employment and wealth creation potential of black 
enterpnses, 

Acheve long-term self-sustsunability m many targeted black enterpnses by 
transfomg these entities mto professionally managed, formal busmesses 

The project broke new ground by bnnging BEs mto important business areas 
fiom whch they had been almost entlrely excluded up to the time of majonty rule 
BICSN, therefore, was rnstrumental m opemng the formal estabhshment to the concept 
as well as the reahty of greater economc participation for blacks through its focused 
products m Corporate Procurement, Franchsing and Growth, Mergers and 
Acquisitions Moreover, BICSN has shown that well-conceived and competently 
executed, pnvate-sector-based efforts can have immeasurable impact m pavmg the way 
toward a new econormc order 

BICSN was particularly well served by its three semor executives, who had 
both the wdl and the abhty to klfill then mandate Had BICSN had the resources to 
lure more educated, upwardly mobile South Mican understudies, the benefits of on- 
the-job tramng m BICSN's vmous techcal areas would have been of even greater 
sigdicance to long-term sustamab~lity 

9 The reonentation of the project's Techcal Assista-AF. to a 
client co-payment for techcal sermces is wewed bv the evaluation team as a sound 
approach and proved to be a usekl tilter to d e t e m e  the senousness of prospectwe 
~GBICSN chents were equally well served by the project's extensive program of 
conferences, sermnars, and workshops 

Gwen the resilience of the South Afi~can business envnonment, BICSN's 
equity fimd component was unfulfillable as planned The lack of equity moneys 
represented a continuing constrsunt to the project, and hnuted its impact in many areas 
Nevertheless, BISCN went on to succeed BICSN paved the way, moreover, for a 
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USAID follow-on equity hndltechcal assistance project, whrch is in a better tune 
frame and can benefit from its predecessor's expenence 

The BICSN expenence Indicates that W r e  donor efforts of ths ktnd need to 
create re-flow and recapturing mechamsms, possibly through an assigned trust entity, 
to enable contmuing rotation of moneys Equity fbnd projects allow espeaally 
interestmg possibilities for the creation of re-flows 

Executrve summary Page s 



Section I: The project context 

In 1992, when BICSN began, the need for greater black parhelpation m the South 
Afhcan economy was madest Decades of d i s c m b o n  had restncted black control of 
economc resources and h t e d  black opportumty to acqwe busmess experhse Although 
blacks compnsed threequarters of the population and nearly half ~ t s  buylng power, black 
busmess contributed less than 5 percent of the gross nahonal product It had wtually no 
Impact on the country's most strategc sectors finance, manufacturing, rmnmg, and 
agtlculture Of more than 800 compantes hsted on the Johannesburg Stock Exchange 
(JSE), only two were black controlled ' 

A 1993 report by NSA Management ~dentrtied two factors that were declsive m 
constrmg the growth of black enterpnse (BE) whte government pohcy prohrbitmg 
black actimty m urban areas, and demands by whte groups for protaon fiom black 
traders As recently as the end of the 1970s, no black partnershrps, cornpantes, financial 
mstrtuhons, wholesahg, or manufactunng busmesses of any land were pmt ted  m the 
tomhps ,  and black busmesses m the homelands were confined to meebng the dady needs 
of the local commumty Blacks were not allowed to operate more than one busmess, 
whether of the same type or not, and the estabhshrnent of compames, partnershtps, or any 
form of resource-poolmg was prohtbited As the report makes clear, "a more detemed 
attempt to lumt the growth of black busmess can hardly be mped '" 

Follomg the Soweto Rots of 1976, and culrmnabng m the end of pohhcal 
apartheid, legal and regulatory restnmons to black busmess were gradually Med 
However, m all but a few cases, the status of BEs was lfnmature Laclung busmess sMs, 
capital, and market access, they contmued to be constrmed by systemc and amtudml 
roadblocks fiom parhcipatmg m both the pnvate and pubhc sectors of the economy 

Through var~ous reconstrucbon and development programs, today's nabonal 
government is attemptmg to redress past meqwbes Local government m South m c a  is 
also comtted to creatmg mder economc opporturuty for prewously duadvantaged 
groups, and foragn donors such as USAID are an unportant part of both national and 
regonal efforts to acheve a "sustamable transformabon " Fmally, South Afhca's pnvate 
enterpnse sector 1s bemg asked to contribute to allemtmg economc unbalances, not as a 
social responsibhty but as a matter of sound economc practice 

With these forces marshaled m support, the con&bons for black busmess are 
lmprovmg The BICSN project, by wtue of its tunelmess, has been mtunately mvolved m 
t b  process W e  blacks contmue to dormnate the ranks of the unemployed, the Nabonal 
Industrial Chamber (NIC) estunates that some 70,000 black manufhcturers are presently 
operatmg m South &ca m every segment of hght mdustry, i?om sheet metal worlung to 
dress malung 

Himelfarb and Wales Black Integrated Commercial Support Network Project Design prepared under 
the auspices of USAlDISouth Afr~ca 1991 

NSA Management (PTY) Lmted NSA Equity Investments hmrted page 4-6 
South Africa (un)Lmted ' Southern Afncan SUCCESS summer 1995196 pp 11-12 
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In a sense, the BICSN project can be seen as a rmcrocosm of recent econormc 
developments m South ff ica The country as a whole is enjoylng an econormc boom The 
large net outtlows of capital that occurred m the eighties have changed to net ldows 
Accordrig to the Bureau for Economc Research, the overall growth rate m real GDP grew 
fiom 0 6 percent fiom 1982-1992, to 6 4 percent m the last quarter of 1994, and is 
projected to grow at about 3 percent per year through the year 2000 State expenditures 
are b a g  restructured to be more transparent Government spendmg is bemg restricted, 
wth the budget deficit on a dechng path Inflation, too, has reached its lowest levels sum 
the early 1970s 

Black enterprise, and BICSN-assisted busmesses, have benefited fiom these trends 
WMe undmably BICSN has had a positwe unpact on the both the dmction and maptude 
of black busmess growth, it 1s also true that South ffica's overall growth has benefited 
BICSN The quesbon remans whether or not black busmesses have benefited fiom 
expansion to the same degree as whte 

Figures for the Johannesburg Stock Exchange muor the overall ddemrna for black 
enterprise today The JSE is the largest exchange m ff ica and the fiReenth largest m the 
world, wth a total market capitahation of US$232 7 bdhon as of March 1995 Whereas 
m 1991, there were only two black busmesses hsted, today there are twelve, a 600 percent 
mcrease m five years Three of these--Real ff ica Holdmgs, Real ff ica Investments, and 
f f ica  Lrfe Assurance--came about as a dnect result of BICSN mtervenhon 

W e  the trend is d~stnctly positive, the pace of change remams unsafisfactory to 
many The number of black enterprises on the JSE is below 2 percent of the total, and the 
figures for capitahabon are even lower, at US$1 17 bdhon, or 0 5 percent of the total 

Thus, whde BICSN successes offer encouragement to those who are workmg 
toward sustamable economc transforrnabon, such efforts are far fiom achemng then 
ultrmate goal Perhaps the most unportant lesson learned, as demonstrated over and over m 
ths report, is that interventions must take place over a prolonged penod, and that once a 
certam momentum is acheved, it must be sustmed through repeated amon and 
unrelentmg comtrnent 

ClTC Gurdebook p 64 
Fore~gn Fmancmg Finance Week March 28-Apr~l 3, 1996 p 33 

"ITC Gurdebook to Dorng Busrness ~n South Afnca Wr~teStuff Publlshmg CC January 1996 p 56 
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Section II: Project overview 

A. Project des~gn 

In the wamg years of apartheid, USAID estabhshed a presence m South ff ica to 
help overcome the deletenous effects of apartheid on the majonty population In keepmg 
wth ths objective, the Agency designed a large package of projects, among them a US$83 
d o n  umbrella effort enbtled Black Pnvate Enterprzse Development (BPED) 

The BICSN project was part of ths larger undertakmg, and its design u t e d  the 
p m p a l  elements of aght separate USAID-financed studes cmed out between March 
1989 and ApnllggO In May 1991, a Request for Proposals for BICSN was issued As 
stated m that document, BICSN's project purpose was " to mcrease the rate of economc 
empowerment of dtsadvantaged South fficans by developmg and nurtmg promsmg 
enterpnses w r t h  the black busmess cornmmty " The project objectives were to 

Develop greater access to markets for black-owned enterpnses by forgmg 
profitable commercial &ages wth corporations and other busmess entihes m 
South ffica, 

Improve the managerral capabhties of targeted black enterpnses, 

Increase the long-term employment and wealth creatron potential of black 
enterpnses, 

Acheve long-term self-sustdhty m many targeted black enterpnses by 
transfomg these entibes mto professionally managed, formal busmesses 

Project lrnplernentation was centered m three mam project components, mcludmg 
promotion and educabon, techcal assistance, and eqcuty cap~tal support In the absence of 
an RSA counterpart mstitution, advlsory gudance was to come from a Poky Reference 
Group (PRG), composed of seven hgh-profile professionals m busmess and busmess 
support, the majonty from dsadvantaged South ffican cornurnties 

Measurable outputs to flow @om ths project were new capital mvestments m 
black enterpnses, new jobs m black-owned enterpnses, growth m b h g  turnover, the 
development of new enterpnses, and improvements m black enterprise development 

6 Project award and startup 

The BICSN contract was awarded to Chemomcs Internahonal on September 26, 
199 1 m the amount of USOlO 2 d o n  The award was proteste%d competitor, 
however, and stop work orders were issued The effectve start-up date was therefbre 
delayed to Apnl1992, when the first chef of party and two staff members opened the 
project office m Johannesburg 
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C First ~mplementat~on phase 

The first phase of unplementation lasted some 12 months, fi-om April 1992 to Apd 
6 9 3  Whtle several successM chat relatronshps were estabhshed m tlus penod, m 
general, BICSN got off to a poor start Some of the dd3culties mvolved a lack of 
programmatic focus and field team coherence, and poorly dehed responsibhties for L evmg BICSN's contractual objectives In adbhon, the Pohcy Reference Group felt that 
its mteraction wth the project was madequate 

D BICSN reorganization 

JU3N's second annual work plan was rejected m Avd of 1993 by USAID/SA, 
and the Mission asked Chemomcs to assess project expmence to date and to reformulGe 
its unplementation strategies Concurrently, Chemomcs recalled its chef of party toward 
the end of April, and he subsequently resigned 

In May and June of 1993, Fernando Bertoh, on a tour of duty m momtonng and 
evaluation, took the lead m a strategic reformulatron of the BICSN project In July, Dr 
Bertoh returned as BICSN COP In August and September of the same year, a smes of 
workshops were held wth the partlapatron of USAID, BICSN, a lo@ame speciahst, and 
local outside consultants for the purpose of reexammg the unplernentatron strategy and 
producmg the project's first log~cd framework, or lo&ame 

Bnefly, the outcome of these efforts was to reconfirm the kndamental soundness 
of the on@ project design and contract objectives, but to restructure the vmous project 
elements as follows 

To focus on BICSN's chents, the BEs, rather than on transamom 

To exploit the project's comparatrve advantages, namely ~ t s  access to U S 
corporate know-how, technologies, and movations 

To leverage the TAF b d  s through chent GO-payment, and possibly, to estabhsh a 
BICSn Trust Fund to recoup burdened rate costs m acqwsitrons transamom 

To promote jomt-ventures of BEs wth both foragn and South &can mvestors 
\M 

In h e  m h  these changes, BICSN also restructured along ccproduct" lmes rather 
than functional areas, estabhshmg three major components, ohvisions Corporate 
Procurement, Franchsmg and Licensmg, and Growth, Mergers, and Acqwsit~ons 

E Second ~mplementat~on phase 

The second phase of unplementation (mcludmg the period of reorganmition) took 
place from May 1993 through May 1995 At that tune, Franchsmg and Licensmg =ce 

Section 11 Project overv~ew Page 11 2 
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President Robert Plrtle ended hs tour of duty and the ''unbundlmg" or &smantllng of the 
BICSN project began Thls self-evaluabon report e x m e s  project efforts dumg the 
second nnplementatlon phase up to the present, roughly a two-and-a-half year tune flame 

F. Project unbundling and closure 

Unbundhg refers to the process of s p m g  off BICSN's core acbwbes--corporate 
procurement, hnchsmg and hcensmg, and growth, mergers and acqwsihons--to bmg 
them under other mbtutional roo& USAID'S unbunhg strategy is designed to leverage 
the contacts BICSN has made m South Ahca's pnvate sector and to maxlrmze ~ t s  garns 

Sectron 11 Prqect overvrew Page 11 3 



Section Ill:  Summary of project results 

A The BICSN Project logframe goal, purpose, and outputs 

The project goal of ccachemg a more equitable black participation m the South 
&can economy" was operabonhed m the BICSN project mssion statement as 
''BICSN wdl contrzbute to a more equztable parl-lczpahon of blacks m the Satcth Afizcan 
economy as owners, managers, and employees of healthy and competrtrve prrvate sector 
Jirms ''I The project purpose was embedded m the two objectives of BICSN 

help a core of hgh-potentd black busmesses acheve accelerated growth and compete 
m the mamtream South ffican economy, 
have ths core of hgh-potentml fums funcbon as models for other BEs 

There were four expected project outputs 

High potential BEs wth the rnanagenal, accountmg, marketmg, techcal, and 6nancial 
know-how to compete successfilly m the mustream economy 
Increased, project-brokered opportutles open to target BEs through contracts, 
acqusi~ons, fianchsmg, and jomt ventures 
Improved access to commercial debt and equlty capital h c e  for target BEs 
A more conducive busmess envtronment for BEs by worlung wth South &can 
corporatlons and the pubhc sector 

F~gure 111 1 BICSN Project logframe d~agram 

Actrvrtres Outputs Pro~ect purpose 

BICSN Project staff 

I 

Technical Asslstanoe 
Fund 1 

1 With targat Black enterpnses 

2 With technical assistance 
provlden 

3 Wlth RSA corponbons and 
government enlities 

4 Wlth financlal msl~tut~ons 

5 Wllh buslness assoctatlons 

6 WlUI buslness development 
assoclabons 

7 Fund 8 conduct studies 

8 Develop databases 

9 Monitor L evaluate performance 

10 Obtain advwefmm PRG 

1 High potenlial BEs possess 
the managenal accountmg 
marketing technlcal and financial 
know how to compete 
succe~sfuIIy m the mainstream 
economy 

2 Increased prolect brokered 
buslness opportunltles open to 
target BEs through contracts 
acqulsltions franchising 8 jolnt 
ventures 

I 3 Improved access to 
commercial debt L equ#lysapltaI 
finance for target BES I 

11 Coardmate pmlect acbvlties 4 Facdltab a more conducive 
busmess enwronment for BE6 by 

12 Represent prolset 8 report on vorklng wtth RSA corpontlons 
progress needs L problems 

Pro~ect goal 

Achieve a more 
equitable Black 

pamcipatlon m the 
south Afrlcan I 

I aconomy I 

' Black Integrated Commerc~al Network Project Proposed Work Plan (January 1994 - March 1995) 
Johannesburg February 1994 p I1 I 



The project logframe, whch includes the actiaties and inputs logically 
necessary to produce the outputs and llfill the project purpose, is summanzed in the 
diagram of Figure HI 1 As may be observed in Figure III 1, in addition to the policy 
guidance supplied by the Mssion and an mdependent Policy Reference Group (PRG), 
and the techcal expertise of the project staff, the design of BICSN mcluded mputs 
from a Techtllcal Assistance Fund (TAF) to be managed by the contractor 

The actiaties of the project were conceptualued m five "programs" or 
clusters2 

D~rectlng a greater share of procurement by South Africa's major corporabons to 
black-owned supphers, malung avadable the techques forged for ths  purpose by 
U S corporations 
Creatmg opportumties for black compames to enter into partnerships and jolnt 
ventures wth  U.S firms engaged m trade or dlrect investment in South m c a  
Acquisition of equ~ty ownersh~p through unbundlmg and restructuring of 
South f f ica's large enterpnses 
Increasing the flow of commerc~al credlt to black firms 
Opemng franchlslng opportunlt~es to black entrepreneurs through the 
development of local franchses and encouragement of U S fianchsers to explore 
the South f i c a n  market 

In ths section, the evaluation team exames 
the adequacy of the project design, 
the effectiveness of the project mputs and actiatles, 
the overall project 'cresults," r e , the outputs related to the llfillment of the project 
purpose, 
the "1essons learned" from the project 

The r e m m g  sections of the report, sections IV though VI, contam more 
detaded analys~s of each of the three mam operating divrsions or "product lines" 
through whch the project operated corporate procurement, fi:anchsing, and growth, 
mergers and acqulsltions (GM&A) 

9. Adequacy of the project des~gn 

The evaluation team finds that the BICSN project design remstlns in h e  wth 
USAID/South ffica's Country Strategzc Plan to facihtate "broad-based participation 
m pol~tical and economc life " The mssion, objectives, and strateges are closely tied 
to the Mss~on's Strategc Objectwe # 5, pnvate sector development, whlch seeks to 
increase access to financial markets for small, medium, and large enterpnses through 
development partnershrps with the pnvate sector 

A major problem of the first phase of ~rnplementation of the project was its lack of 
clanty m externally and m t d y  projectmg who the BICSN chat was As a result, a 

' 0 p  d ,  p I I  1 

Sect~on Ill Summary of project results Page 111 2 



s l K >  
Ftnal evaluatron report 

Durrng September 1993, the Mission and Chemomcs, wth the assistance of 
external consultants, undertook a more formal rewew of the project and developed the first 
project logframe for BICSN (see Appenb A) The project rewew team concluded that 

broad range of "proposals" came across to BICSN and USAID, most of them were 
lnapproptlate for the project resources or its ernphas~s on BEs and entrepreneurs wth a 
hgh potential to compete m the m&e economy Put smply, BICSN could not be all 
thmgs to all people, it had to sharpen its focus 

the on@ project goal and purpose were sound, 
the on@ project purpose needed to be sharpened and was reworded "to asslst a 
core of hzgh-potenbal BEs to achzeve acceleratedgrowth, linkages with [the] large 
en t epse  sector andfincbon as models for other BEs, " 
the project would focus on its high-potential BE chents, wth all techcal assistance 
centered around them, 
to expedte mplementation and move away fiom the "decisions by comttee" mdus 
o p e r d  of the TAF, the project would be orgamzed along product hes, wth the 
"product managers" actmg as chent relationshp managers, 
more appropnate "chent filters" needed to be set up to avoid the project b a g  
Inundated with requests outside of the project target chats, 
the project should exploit its cornp&twe advantage of lrnkages to U S technology and 
know-how, relatwe to the South &can context, 
the project should identlfl, work wth, and nurture a small core of model BEs and 
demonstrate eff-ve ways of mamstreammg these firms, 
the project should pdot new ways of mtervention that, If successfbl m the South &can 
context, could then be rephcated by others 

The sharper restatement of the project 
purpose had the healthy effect of easing 
client ident~fication and targetrig 
pnnclpally those who had proven their 
entrepreneunal wherewkhal by havlng 
fought and s u ~ v e d  through all the odds 
Stacked against them In the apartherd 
system 

The sharper restatement of the project purpose had the healthy effect of easmg 

Upon the resignaaon of the first COP, the 
Mission and Chemomcs took the opportumty to 
begm a rewew of the project and reformulate its 
Strategy late May, the contractor mtX&d an 
mtemal rewew and submtted two concept papers 
one focused on fianchlsmg, the other, on re- 
o r g a m g  the project along "product Zmes" to llfili 

The restrudunng exercise helped in 
defining the project and the experience of 
~mplementatlon further sharpened the 
competrtive advantages of the project 
These advantages were rts potentla1 to 
access and delwer Amencan business 
know-how to BEs 

the project purpose 

chent identdicabon and targetmg principally those 
who had proven thm entrepreneunal wherewthal by 
havrng fought and m v e d  through all the odds 
stacked agarnst them m the aparthezd system W e  
ths entreprenmal "pool" was small, the strategy 
adopted by BICSN to gve mtenslve, repeated 
support, rather than "butterfly" support was 
consistent with the mtent to foster a core of model 

BEs capable of competmg m the marnstream economy 

The component dynarmcs of the project were changed Corporate Procurement, 
Growth, Mergers & Acquis~Qons, and Franchsmg emerged as the three product lmes of 
BICSN The retention of one semor project member, the recruitment of a new COP, and 
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the steppmg down of three semor staff changed the hection of the project The 
rquvenabon of BICSN owes as much to the perseverance and competence of the new team 
as the formal restructuring sessions and thex pnnted outputs 

Though the project design &d not d e t e m e  the geographc coverage that BICSN 
was to adopt, m the end BICSN was 'Torced" to work almost exclusively m Johannesburg 
Gwen its b t e d  human resources and the need to produce early unpacts, ths was a sound 
strategy 

The mam evaluabon question addressed here is If ths redesign and its 
implementation were adequate m terms of the surroundmg enwonment, the resources 
prowded, and the outputs dehvered Overall, the evaluabon team finds that 

the tmely mtervenbon of USAID and the contractor m revlewmg project 
mplementabon with outside consultants and shaspemg the design through the 
produmon of a project logtiame was a key factor m hirmng the project around m 
September 1993, 
slowly but surely, BICSN gamed crdbhty and "dehvered the goods," I e , the results 
that we summame m ths section, 
the sharp focus of BICSN on hlgh-potential BEs allowed it to operate in a umque 
and largely empty ruche m the nch context of a mynad of busmess advocacy 
orgamzations operating in South Africa, 
the project developed and implemented a success~l scheme of chent co-payment 
for techcal assistance that served both as a filter to select hgh-potential, 
commercially-oriented clients, and to instdl a commercial, pnvate sector 
onentation, 
the Mwon has built upon thls experience of client contributions and mcluded it in 
the design of a successor project, the Equity Access System (lQlSY), 
the relationshp management was a distinctive feature of the project and project 
chents mvanably expressed themselves about semor project executives as fiends 
to whom they were grateful, 
the component dynawcs of procurement, mergers & acqussittons, and fianchsmg 
served the project well, especially m the latter two aches where BICSN idenhlied un- 
served needs, 
the equsty h d  component designed mto the project was probably premature for the 
South &can context where local mvestors' percepbons of nsWreward ratios m a 
managed, "bhd," equlty h d  targeted at BEs rernam unchallenged 

B1 Cl~ent focus 

If the tnnely project revlew mbated by the Misaon and the contractor provlded the 
framework for the successll re-onentabon of the project, the chent focus developed by 
BICSN executwes is its most stnlang feature By design, the project concentrated on a few 
hgh-potentml chents and provided them with mtensive techrucal assstance, both 
m&vidually and through the TAF The chent relationshp management served the project 
well and chents mtemewed umformly expressed thm appreciabon of efforts beyond the 
call of duty by the BICSN executives 
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Whether a more extenslve and geographcally &verse effort would have generated 
greater lmpact wdl rernam an open questlon As the results sectlon shows, given ~ t s  
resources, the project adhered to the mtent of lts des~gn to work mth a core of hgh- 
potential BEs capable of competmg m the manutream economy, pdoted new mterventlons, 
and produced the results presented herem 

B2 The compet~twe advantages of the BICSN Project 

Gven the nch South Atincan tapestry of busmess development advocacy and the 
sEe of lts economy, BICSN could have slmply made another contnbut~on To make a 
Merence, lnstead of a srmple contnbubon, the project had to define ~ t s  market targets 
The filters set up by the project after rts 
re-structuring fostered a s~mple but 
effective commercial d~sc~pl~ne rf an 
entrepreneur was w~ll~ng to be at nsk 
wrth hlsther money so would BICSN 
The TAF contracts followed th~s 
prlnaple and thus leveraged the 
avadable funds 

The re-struchurng exercise helped m d e h g  
these and the expmence of project qlementation 
m e r  sharpened the comp&tlve advantages of the 
project These advantages were ~ t s  potenbal to access 
and dehver Amencan busmess know-how to BEs In 
each of the three product hes, BICSN developed and 
exploited ~ t s  cornparatwe advantages by 

~dentdjmg and act1118 as a catalyst to develop the fianchtsmg market for BEs, through 
partnershps with the Internabonal Franchse Assoclahon (FA), the Internabonal 
F m c e  Corporabon PC) ,  the Frmchtse Assocmhon for Southern Afhca (FASA), 
NedEnterpse, and Delo~tte & Touche, among others, 
prowdmg access, with the National b o n t y  Suppher Development Cound 
(NMSDC), to the best of contemporary U S corporate practice m "monty 
procurement" @om corporabons such as Bell Atlant~c, Dgtal Equipment Corporabon, 
Ford Motor Company, IBM, Eastman Kodak, K-Mart, Land '0 Lakes, Lotus 
Development Corporation, Nabons Bank, and Washgton Gas, 
developmg an innovatrve quasi-comrnerclal fachty to help previously dsadvantaged 
entrepreneurs acqwe mea~tll~lgfbl equlty pos~bons m madme busmesses by con- 
hdmg and shanng the nsk-and the potenhal rewards--m acqwsihons and jomt 
ventures 

These comp&bve advantages were developed and played well by BICSN The 
U S c o n n ~ o n  m franchsmg and corporate proc&ement k e~peclallY nbteworthY in the 
latter case, BICSN's partnershp wth the NMSDC gave the project access, on apro-bono 
basis, to the best current U S corporate practlce and techmques m subcontractmg &om 
chsadvantaged supphers 

83 The Techn~cal Assistance Fund 

The filters set up by the project after ~ t s  restructumg fostered a snnple but 
e f f ' ve ,  commercial duciphne rfan entrepreneur was wtlhg to be at nsk with hs/her 
money, so would BICSN The TAF contracts followed ths pmclple and thus leveraged 
the avdable funds 

Sectron 111 Summary of project results Page 111 5 



B I C T >  
Frnal evaluatron report 

The allocation of knds of the 
117 TAF contracts by program area Figure 111 2 Allocat~on of TAF funds by 

appears m Figure III2 In terms of programmat~c area 
value of contracts, the TAF contract BICSN 

hnds for GM&A representem0 of 
the total, procurement TAF contracts 
w e r m h ,  and fianchlsing had I 1% of 
total TAF fhds  allocated 

Although the tune constrants of 
the evaluation and the complexity of the 

Franch~s~ng General 
11% 11% OPlClBlCSN 

project did not p e m t  a detaded case by 
case unpact analysis, the global results 
summanzed in ths  section and the 
detaded analysis perfbrmed m later sections clearly establish the relationshp between 
project inputs and results obtaned Furthermore, client mtermews confirm what 
BICSN m a  for them Fromxe largest to the smallest cases, the evaluators found 
such ewdence 

Don Ncube, Chmrman of Real Africa Holdings, said that wthout BICSN's 
techcal assistance (through TAF contracts, BICSN staff, and consultants brought in 
from the U S ) African Life Assurance would not have been unbundled from Southern 
Life into the hands of its majonty black shareholders Ths transaction was a 
cornerstone investment in the JSE-listing of the Real Mica Group 

At the lower end of the scale, our fianchsing evaluator recounts the story of an 
unstoppable woman from Soweto who is being brought mto the formal economy 
through the help of BICSNYs former VP of Franchmng & Licensmg In between these 
extremes, large and small, are many stones of thanks heard by the evaluators--stones 
that tell of businesses saved, busmesses growmg, and of upgradmg of managerla1 slulls 
so that sustanabhty wll come of these efforts What stands out to the evaluators is 
the oRen t~mely, focused, and mvaluable use of TAF techmcal assistance contracts and 
of the availabihty and enthusiasm of BICSN's semor staff to assist their clients in 
overcormng obstacles 

84 Component dynam~cs 

The project restructuring carned out m September 1993 altered dynarmcs of the 
project components The on@ level of effort assigned to the management of the 
Techtlld Assistance Fund (TAF) was &sproport.lonate m relationship to the need to 
tdenlxfy and develop hgh-potenhal BEs In additmn, pnor to the restructmng, the TAF 
stalled under conservatwe m-take and processmg methodologes 

BICSN assstance was instrumental to the black majority control of 3 out of 12 black-controlled 
companies currently listed In the JSE 

Sect~on 111 Summary of project results Page 111 6 



BIG> 
Final evaluaf~on report 

Table Ill 1 Number of TAF contracts per quarter 

I Totals 1 7 7  1 37 1 45 1 28 1 21 

With the restructurrng, BICSN set up cnsp product b e s  and the TAF became b an 
mtrument or "back room" resource to be 

Totals t 32 

used m achevmg the project purpose 

Quarters 
Jan-Mar 
Apr-Jun 
Jut-Sep 
Oct-Dec 

Secbon wee-presidents became chent Figure 111 3 Number of TAF contracts by 
relationshp managers vvlth the author@ to yearlquarter 
prepare TAF contracts and, subject to 

1993 
7 
3 

11 
10 

1992 

3 
8 

- - 

concurrence fiom the COP, co&t finds 16 
for techrucal assistance The TAF 

V) 
14 

contractrng procedures were streambed 12 
E 

and, mthm the framework of USAID E 10 

regulations, made as agde as possible Table .- 8 8 
0 

III 1 shows that, aRer restructumg and 
a 

be-g with the Jul-Sep 1993 quarter, the f 4 

average number of TAF contracts per z 2 

quarter mcreased -2 1 TAF e s  0 
1992 1993 1994 1995 

were issued m the 12-month penod between 
Year 

July 1992- June 1993, the equivalent figures 
are 47 for the next 12-month pmod of July 
1993 - June 1994, ths was a 220 percent 

B5 Equ~ty fund 

1994 
11 
15 
12 
7 

The design of BICSN mcluded the creabon of a US$5 d o n  Black Equity Capital 
Fund (BECF), mtended to take monty  eqwty posibons m BICSN chent enterpnses 
However, the concept of ths h d  was both ahead of its tlme m South Mhca, and was tied 
to the performance of BICSN to attFact merest Additionally, South &cans1 kniited 
experience wth local venture h d s  had been largely negative, and they tended to see the 
concept as a social one wrthout sufficient commercial success potentd 

The approach taken by BICSN m 1993 was to concentrate on assistmg chents to 
sohcit commeraal loans and equity fiom alternatwe sources m the short-term, and to re- 
open the structuring of a pnvate equlty fund when the Investment enwonrnent was more 
propibous, sometune after the results of the iirst nabonal democrabc electrons m 1994 

1995 
7 
13 
1 
7 
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If by M~ss~on standards BICSN was 
large given a very extenswe portFolio of 
small grants and projects in South 
Afrlca Its human resource allocat~on 
was at best modest given the techn~cal 
requirements of the design the 
expectations placed upon the project 
and as It turned out Its potentla1 to 
delwer measurable results The fact 
that BICSN ach~wed Its objectives 
despite these constramts must be 
attributed to the dedicat~on and 
prafess~onalism of its management 
team 

In May 1995, BICSN prepared a concept paper 
on the Egoh Trust and related pnvate equty finds and 
reopened work m ths area After findmg M e  support 
m the South Afiim mvestment commwty for the 
concept of a pnvate managed equity h d ,  the project 
has reformulated its approach ma the concept of a quasi- 
eqwty fund Vemg problems of copmg with the 
transaction costs unphed by target average mvestments 
of $500,000 to $lm m a b d  with a target capitaltzahon 
of $3Om remam to be addressed, but the renewed effort 
m th~s area appears to be on track 

the nnplementation of BICSN, the &cuIty m rasmg loans or eqcuty for 
has ce- a senous constrmt South ffican financial mt~tut~ons have 

m black busmess markets, and blacks, largely as a result of apavthezd, have 
to develop c o o  Despite tlvs situahon, the project 
its success stones are3ustrated m the body of ths report The 

- 
commercial mabhty of pnvate equity iunds targeted at l3353%as yet to be de&nstrated to 
potential South &can mvestors Whether BICSN or others succeed m capitahg and 
managmg such a h d  is stdl an open queshon, but well worth the effort Ifpromsmg BEs 
are to have access to and develop the llght capital structure to avd themselves of the 
economc opporhmhes avadable m t b  tune of transihon 

C Effectiveness of project inputs 

C1 Human resources and level of effort 

In July 1993, when the current COP assumed h s  dutles, there were 7 professional 
staffm the project In h e  wth the "product onentahon" set up m the restructurrng, there 
was a change m personnel and a reassignatlon of duties The project management team 
consisted of wce presidencies for procurement, fianchlsmg, and G M A ,  the project was 
rejuvenated wth the recruitment of professional staff for the latter two slots, whde the 
procurement slot was managed through a re-assignment of duties 

D~ected by the M~ssion's unbundhg strategy, fiom November 1994 the contractor 
began its redurnon m level of effort At a rate of almost one a month, professional staff 
ended thw servlces and by June 1995 there were only two professional staff In October 
1995, the vlce president of corporate procurement was seconded to the Buszmss Lzhges  

for Undemtzlzsed Enterprzses ProJect (BLUE), m accordance wth the Mission's strategy to 
find successor enfifies for the project 

Thus, from its restructurrng m July/September 1993, the project operated with its 
designed 111 staff complement for less than 23 months and used short-term level of effort 
to make up the Merence If by Mission standards BICSN was large, p e n  a very 
extensive portfoho of small grants and projects m South Afi-ica, its human resource 
allocation was at best modest gven the techtucal reqwements of the desgn, the 
expectations placed upon the project and, as it turned out, its potenhal to dehver 
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measurable results The fact that BICSN acheved its objectives despite these constrmts 
must be attributed to the ddcahon and professionahsm of its management team 

The other provision m the design for 
human mputs (that is, beyond the staff and TAF 
consultant mputs) was for the Pohcy Reference 
Group (PRG) of seven members drawn from the 
busmess and busmess development commwty 
Th~s board was designed to provlde the project 
wth advlce and poky vahdatron pdance Its 
effaveness, however, was b s h e d  by its 
lack of power and authority relatrve to the role of 
the Mission 

C2 Technical Ass~stance Fund 

Through the month of March 1996, 
the total amount of TAF expenditures wdl 
have been R4,004,037 Table HI 2 displays 
the allocation of funds by programmatic area 
and the number of TAF subcontracts 

In relahve terms, as shown m Figure 
III 4, the number of GM&A TAF contracts 
represented 3 1% of the total number, 
franchsmg, 23%, and procurement had 
29% The general TAF contracts under 
BICSN represented 13% and TAF contracts 
to support the first OPIC mssion to South 
ffica amounted to 4% of the total number 
of contracts 

Table 111 2 Number and rand value 
of TAF subcontracts 

BICSN General 
OPICIBICSN 95,813 
1 Procurement 

I Totals 11 1171 40040371 

Ftgure 111 4 Number of TAF contracts by 
programmat~c area 

BICSN 
Franchlsmg General 

Procurement 
29% 

C3 Conferences, workshops, and seminars 

Though December 1995, as shown in the summary of Table III 3, BICSN 
orgamzed and delivered 

95 events, involwng 
3,3 14 participants 
for a total of 3,485 person/days of tramng 

Over the 40 months of active project implementation (Apd 92 to July 99 ,  
these figures represent an average of 28 events a year and 87 persoddays of trairung 
per month 
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Table 111 3 BICSN workshops, presentat~ons and tra~nlng, by component 

Project component parttcipants companies events 
---- 

Corporate Procurement 

Franchlslng 
Growth Mergers & Acqu~slt~ons 

By programmatic area, the number of tramng events orgamed by GM&A 
represented 13% of the total, wth fianchsmg and procurement contrlbutmg 38% and 
49%, respectlvely, as shown in Figure 111 5 

Totals 

The number of partic~pants attendmg Figure 111 5 Training events, by project 

the dlverse conferences, workshops, semars, component 

and presentatrots orgamed by the project are W A  Procurement 
13% 49% 

represented graphically m Flgure IU 6 
Franchsmg had the largest number of 
participants, followed closely by procurement 

As these figures mdxate, BICSN 
mtitltled a hgh level of t r m g  acbvity Franchrslng 

trghtly focused around its three core areas of 38% 

3,314 

p~oc&ement, fianchsmg, and GM&A 
Although targeted to BEs, these t r m g  events 

1,348 

frequently brought together PDG entrepreneurs and executrves of madme South &can 
corporations and were thus usem m pos~tlonmg BICSN as a "bbndge" or honest 
"opportunity broker" between these 
constituencies The mtern&onal 
fianchsmg conferences and the U S Figure 111 6 C r P n u m  nrPrJler of parhctpants, 
corporate executlves procurement rmssions blc wed component 
org& by the project provided repeated 
opporhmties for these mteractions, many 
of these mteractlons were takmg place for 
the first m e ,  as the country was emergmg 
fiom the years of aparthezd 

C4 Models and tools 

In h e  mth the compebtrve 
advantages identrfied m the restructumg 
exercise of 1993, the project developed 
and exploited its access to U S busmess 
prrnces and know-how More than any 
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other orgafllzabon active m South Afhca at the tune, BICSN mtroduced PDG 
entrepreneurs to franchlsmg as a way of domg busmess 

In the procurement area, workmg closely wrth the NMSDC and Ammcan 
executives, the project exposed South Afhcan purchasmg managers to U S corporate best 
practices (strateges, programs, and traclung) m fostering suppher diversity and fachtatmg 
subcontractmg fiom hstoncally underubhzed busmesses These pra&ces and know-how 
were mventoned and summatlzed m a mdely dlstnbuted manual on corporate 
procurement 

D Project results 

Measuring the m e t  of the project purpose, "to mszst a core of hzgh-potentral 
BEs achzeve acceleratedgrowth, lznkages wzth the large enterpnse sector, andJirnctron as 
malels for other BEs" reqwres the selecbon of verdiable and measurable mdxators For 
mstmg frrms, the Impact mdzators would mclude growth m turnover (revenue) and 
mcreases m profitabhty For new busmesses, the md~cators'would d u d e  therr number, 
aggregate turnover, anqrofitabh? In acqusibons, the mdcators would mclude the 
number of transamom attempted, the rate of transmons closed or concluded, and the 
value and growth of these eqwty transfers to previously hsadvant-ag mews 

The vanations m the wrllrngness of chent firms to dwlose profitabhty figures have 
lead us to select a less perfect mdmtor, turnover, as a measure of growth of mstmg firms 
Furthermore, the avadable hstoncal data on turnover of the h s  is short, as the black 
busmesses targeted by BICSN are a recent phenomenon m post apartherd Sout 
and, m fact, one of the project mandates was to foster the entry of PDG 7 epreneurs mto 
new busmess areas Methodologcally, one must also bear m m m m t h e  figures on 
turnover growth of BICSN chents cannot be compared mth those of a s d a r  group of 
firms not assisted by the project m order to assess the extent to whch the project made a 
Merence Constramts of tune and, above all, the avadabhty of data gwen the relatively 
small "pool" of PDG-led firms s d a r  to those assisted by the project made these 
cornpansons dd3icult fnot impossible *have rehed, mstead, on the chents perceptions 
of whether the assistance supphed by BICSN made a Merence to theu busmesses, on 
own observations of the busmesses, and on our expenence to c'benchmarK' the results of 
the project relabve to s m h ,  mdustry-specdic, endeavors 

The sources of data used mcluded pubhshed &ports, information from the chat 
h, and data fiom the project data files The project~ons of future earmngs or growth 
Include a dtscuss~on of the assump~ons used 

D l  Equ~ty acquls~t~on and growth among BICSN chent firms 

I Relatrve to a total pqect  budget of $70 % 
and the rather modest human resources 1 At the tune of ths evaluafion, the 
allocated to GMA the fact that BlCSN has modestly-staffed mergers & acqusibons 
been able to leverage $702 8m of equrty I compo&nt of the priect had akempted 21 
transfer and growth, wrfh a potential for an 
addrfronaI$48m represents an outstandrng transamons, concluded one and had four 
accompl~shment "open" transamom, as shown m Table III 4 

I I 
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The pendmg transactions Include enterprises m the o l  dlstnbubon, radlo, television, and 
medm1 msurance services 

Table Ill 4 GM&A acquisitions pipelme 

CUENT 

1 

I 
131 I0 FaVns (~wspapec (canpetitim ~ w r d  ruled against ( 70000( 41 I 

C 

TARGET 
INDUSTRYISECMR 

CONCLUDEQ 
RsalWca 

3aJun-95 

I Cumuht~e long and short-term leveCofeffort 414 21 

OBGERVATIONS 

1 
2 
3 
4 

14 
15 
16 

The acqmsitmn of a 5 1% equlty stake m ffican Lge, and its subsequent growth, 
represents one of the most successll accomphshrnents of the project At the date when 
the ffican L ~ e  transaction acquisition became unconditional, the 5 1 percent 
acquisition interest represented a value of Rl6O d o n  Purchased at a disclosed 
share pnce of 47Oc (R 4 70) per share, the value of ths  equity stake, as pdged by the 
pnce of the shares as of 4 Apnl 1996 when shares were traded at 1250c (R12 50), had 
grown to R425 5m, as shown m Table VI 3 At the prevmhng rates of exchange of the 
rand relative to the dollar, the value of tlus stake grew from $41m to $1 02 8m 

Life ~nsurance 

IN PROGRESS 
SlmeMedical 
NaledllNABFRA 
JFM Rado 
WW Afnca lnvestmmls 

Workmg estimates of the srze of the Naledi 0 1 1  transactlon are of the order of 
R200m Should ths transaction close, the tota.1 value of equity transferred and its 
growth over tlme would amount to R625 5m At the prevatlrng rate of exchange at the 
time of ths evaluation (1$=4 14 rands), ths  value would be $151m Relat~ve to a total 
project budget of $10 2m and the rather modest human resources allocated to GMA, 

fact that BICSN has been able to leverage $102 8m of equity transfer and growth, 
wth a potential for an ad&tional$48m represents an outstanding accomphshment c e ative to project budget, BICSN d have aclueved at least a 10 1 ratio wth the 
Atkcan Ltfe transactlon, and a IS 1 raho when and lf the Naledi 011 transaction closes 

Transaction 
value 
Rands 

plOOa) 

Medcal SE(VICBS 

Pebol L lubricmts dlsinb 
Radio broadcasflng license 
TV ltcmse 

L Cmscrbum 
M Cmsortium 
ESOP Struchre 

Table 1115 summarizes quantitatively the acquisition of &can Lge and the 
potential structuring of the Naledi Oil transaction 

Acquisitim d 51% d Mlfe 

27 
31 
18 
5 
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LOE 
used 

(PIDs) 

Veluabcn concluded f a  MBO 
Valusticn startpl acquisItlm d 150peBol statlam 
Regionel radollcense Wabng fa IEA 
Orrgdng W&ng f a  lBA 

Auto relays mrnufa3m-e 
Medid slpples 
Hospctelty Industry 

160OW 

-94 
lgPpr-95 
3 0 - W 9 4  
10Jtn95 

1500 
200OW 

30W 

WCSN 
formal 

engagement 
date 

Scme ecnscrbwn members faled to &tan funds 

Unf6mble pwect 
Insufflaent cashflows to securefinandng 

1Ds 

1503-95 

4000 
10M) 
10W 

~xclusn~ly EL 

3 h l 6 9 3  

30Jm-95 

WCSN 
dued~lgence 
& valuation 

started 

:owidentlalfi 
agrwments 

sgned 

12Ppr96 

34 
1 
9 

Valuation 
&due dd 

ended 

WCSN 
pre-feasibiuty 

ended 

30Sep93 

1 0 d W  

15Nw-94 

1-0d93 

2-Sep94 

31 Deo94 

15Deo93 
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Table 111 5 Value of previously disadvantaged entrepreneurs equlty leveraged by BICSN 

Exchange (Rands per U S $) 3 9 Exchange (Rands per U S $) 4 14 

Company 

Afncan L~fe (51% of R318m rnp~tallzat~on value) 
Naledi 011 (Projected for 2nd quarter 1996) 

By September 1996, the current PACD of the project, estunates m the growth m 
equlty of PDG suppher h m  should add RSm, whereas fh~chsmg chents' equty growth 
should be around R3 2m Thus, the current value of equlty transfers and growth of BICSN 
chent firtns is over $104 d o n  If the Naled transacbon closes, ths value wdl go over 
$1 5 0 d o n  

D2 Growth In turnover (gross revenue) of BICSN chent firms 

I Rand totals ~omluded (rnrh7ms) 11 160 000 / 425,532 1 
I Rand totals pro~ected (mrllms) 11 360 000 1 625 532 1 
I Dollar lateki C O T ) L , I ~  (mrlkbns) 11 41 026 1 102 785 1 
I Dollar bfak proqeckd ( m r l h J  1) 92,308 1 151 0951 

In addtion to equty transfers and growth, the 
wll have been leveraged through the 
project In mcreased sales for rts cl~ent 

project output of "zncremes m project-brokered 
bUslness o ~ ~ o w n l a e s f o r  c l ~ ~ n t f i r m ~  " can be 

Est~mated value 
of equity as of 

4-Apr96 (R 000s) 

425 532 

per dollar preva~l~ng &the tlme of the measured through the chanpes m turnover (revenue) 
evaluatlonl represents 6m for the value of contracts obtaun.ed by suppher h s  
an apprommate ratlo of wer 13 1 relative 
to project budget wth prolect assistance, We present the relevant data, 

Transachon 
Date 

28 Feb 94 
Not available 

I and growth projmons, m terms of the turnover of 
acqwed firms, the value of supply contracts obtmed, 

D~sclosed 
transacbon 

share pnce (rands) 

4 70 
Not available 

Transacbon 
Value (ROO&) 

160 000 
200 000 

and the estimates of turnover of fianchsmg chents 

Turnover ofacpred-firms We examne herein the turnover of Afilcan Llfe Assurance 
(Aflrfe), a JSE-hsted company, now 5 1% controlled by Real Afrrca Holdzngs @AH) 
whch is m turn controlled by Real Afizca Investments (RAI) through a 5 1% stake 
These compames are now 3 of the 12 black-controlled compmes hsted m the 
Johannesburg Stock Exchange (JSE), the Afllfe transaction, enabled by BICSN, 
became a cornerstone for the hstings of RAH and RAZ The 5 1% of turnover (sales) 
figures ofAflzJe rn Table III 6 for 1994 and 1995 are based on actual performance, the 
figures for 1996 and onwards are projections 

Share pnce 
as of 

OdApr 96 

12 50 
Not available 

4 BICSN was also mvolved In the early structurmg of the Oceana F~shmg Group Ltd transact~on but 
wlthdrew because of a potentla1 confl~ct of Interest Eventually RAH acqulred a 20 9Oh stake In 
Oceana via ~ t s  share-hold~ng in the Ocfish Holding Company Lfd wh~ch has a 50 2% controll~ng stake 
In Oceana RAH and RAI were llsted In the JSE wlth the acqu~slt~ons of AflBe and Oceana In thelr 
books, together wlth stakes of 2 08% and 20 0% In MTN and NSA respectwely 

As per flgures In the 7995 Annual Report (pp 2-3) for fiscal years 1995 1994 and 1993 endlng on 
31 March Aflrfe s total Income grew 71 8% 53 6% and 44 4% respectively We have used the more 
conservat~ve rate of growth of 25% per annum for our project~ons well below the 10-year h~stor~cal 

Estrmated 
annual 

rate of growth 

29 73 
Not available 
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We estimate that, through th s  BICSN-sponsored Table 111 6 51% =hare of actual 

transaction, the value in sales or turnover attributable to & projected annual Of 

the 5 1% stake of RAH in A w e  wl1 be R474 7m of Afncan L~fe (Rands '000s) 

Considering the project budget of $10 2m , ths  is 
a leverage ratio of 1 11 We hrther estimate that, at the 
conservative rate of growth of 25% per annum, the 5 1% 
stake of AJz$e's cumulative turnover wll represent a 
value of R1,433 2m three years hence, on 3 1 March 
1999 Assurmng a rate of exchange of 5 rands to the 
dollar, t h s  would represent $286 6m, or a 1 28 ratio 
relative to the project budget Figure III 7 presents these 
turnover projections (in thousands of rands) over these 
years 

I Fmanclal I annual 1 curnulatlve I 

I I I I 
Based on Amcan L& Assurance 
Annual Report 1995 

Year end 

Value of coniructs brokered Through the work of the 
corporate procurement &v1sion, the 
project assisted chent firms m hnkmg wth, Flgue Ill 7 5l%af armud hnow, African hfe 

and s e c m g  contracts eom, South ffican 
corporations and parastatals At the tune 
of the evaluation the value of these 
contracts andlor the turnover associated 
mth these amounted to R3 1 4m 
Contracts m progress at the m e  of the 
evaluation had a value of R37 4m We 
estmate that the total value of these 
ontracts wdl reach R68 8m by September l%d curmlabrRtu- 

1996 Table JII 8 displays the relevant L- 
contract and turnover data for BICSN 
chent firms 

Turnover clf_franchzmg clzents The estunates of turnover of 
project chents m the fkanchsmg area appear m Table III 7 By 
September 1996, the turnover or revenues of these chents vdl 
amount to R13 8m 

turnover 

Surnrnanzmg, by September 1996, the value BICSN-brokered 
opportuIll.hes through the turnover of acqu~ed firms, value of 
contracts secured, and turnover of suppher and fianchsmg is 
projected to stand as follows 

turnover 

R474 7m of cumulative turnover through 3 1 March 1996 
represented by the 5 1% stake m &can Lfe, 

Table 111 7 Actual B propcted turnover 
of BlCSN franch~se clients 

compounded rate of growth of 38% 
These f~gures are conservat~ve The project kept records only of contracts w~th a value of at least 

R100,OOO each 
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R68 8m as the value of procurement contracts and turnover fiom suppher firms 
assisted by the project, 
R13 8m of turnover fiom fi-anchsmg firms 

Table 111 8 Increases In turnover for BICSN-ass~sted suppliers 

SUPPLIER 

Uptrend Statloners 
Total to Date 

By September 1996, a total of R557 3m will have been leveraged through the 
project m mcreased sales for its chent firms At the exchange rate of 4 14 rands per dollar 
prevahng at the time ofthe evaluation, ths  represents $134 6m, for an approxmate ratio 
of over 13 1 relative to project budget 

PURCHASER 

WORK IN PROGRESS 
Foster's 
Foster's 
Total bv PACD 

D3 Creat~on of new bus~nesses and employment generation 

Mob~le Telephone Network 

Whereas the corporate procurement and 
the GM&A dmsions of the project worked 
pllmarry wth exstmg compames, the F~gure 111 8 Jobs creation In franch~slng 

INCREASED TI0 
IN R 000 

275 
31 450 

Mob~le Telephone Network 
South Afncan A~rways 

fianchsmg drvls~on assisted m the creation of 69 
2000 

new fianchsees, prowdmg 252 new jobs In 
addrbon, through the "engmeered" new 1500 
fianchses or conversions, the mteernabonal 
master fianchse agreements W A S ) ,  and 1000 

assistance provlded to 17 franchsmg compames 500 
and prewously &sadvantaged entrepreneurs, 
the project helped created an estmted total of o 
1,554 new jobs m the fianchsmg mdustry, as 93 94 95 96 

shown m Figure III 8 

BASIS FOR TURNOVER 
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D4 Entry of BEs mto new busmess areas 

Although the project was not designed to help start up new busmesses, it is 
oteworthy that client f'ums assmed by BICSN have moved mto mamtream economc c c es that up to the recent past had httle or no representation Flrms hke Herdbuoys m 

advemsmg, Alex H m  International, the first PDG fianchser m South Afrrca, Zach's 
Exhaust & Tyre, and ffican L ~ e  m the msurance busmess are examples of PDG entry mto 
new busrness areas Although these examples are part of the larger process of 
transformation of the economy, the project had an active role m helpmg these entrepreneurs 
capitabe and r& the opportmties 

Addilonal pendmg transactions mclude actmties m the od, rarfio, and TV 
broadcastmg mdustnes If these opportuutties are realtzed, and gwen its resources, the 
project wdl turn a good record rnto an excellent one 

D5 Sustainab~lity of new busmess systems at the firm level 

6 
Although many former BICSN chents have already "graduated" fiom its techtllcal 

assistance, or are m the process of domg so, there remms a vast need to assist PDG-led 
firms m estabhshmg and developmg proper busmess systems, management and accountmg 

are to compete m the mawtream economy The well-known restrictions 
agSllllSt black busrness have produced a scarcity of slulled PDG 

entrepreneurs that no smgle project can expect to address m the short run BICSN helped a 
few trd-blaang firms achleve sohd success but was too late to assist some others whrch 
had run mto deep drtticulties because of thm shallow controls and busrness systems The 
backlog m the deficit of busmess slulls produced by the aparhezd regune IS enormous and d 
wdl take at least a generation to redress the balance 

D6 Access to commerc~al debt and equ~ty finance 

The project operated m the enwonrnent of a hstoncal transition to the first 
dernoaatx government m South Afhca and the attendant lugh e x p w o n s  of economc 
change It is fm to state, however, that the pace of change m commercial lendmg and 
equlty fachhes for the PDG market has been modest Products wth the "right" 
nsklreward ratio for the percaved mvestors' nsk m ths market are scarce O b t m g ,  
preserving, or expandmg loan fachhes for chent firms took a great deal of tme and 
dedmtlon of project sta$ Shallow control systems rn need of mprovement among chent 
firms lent httle comfort to lenders Tradmg on its name and on its abhty to asslst and 
monitor chent h s  through its techcal assistance, BICSN was able to ccrescue" not a few 
of its chents fi-om dficult h a a l  situat~ons 

The lack of equty finance also "cost" the project the loss of some transachons long 
m the malung Th~s was the case m a venture to manufacture automotive relays under a 
hcense with Lucas and the CSIR where some R300,OOO m equ~ty would have made all the 
Merence 

Franchse lendmg and equlty facdtties represent some exceptions to the above 
Commercial banks, permvmg less nsk m the fianchse format, have developed mcipient 

Sect~on Ill Summary of project results Page Ill 76 



s l K >  
Fmal evaluat~on report 

fadhes m thls area, much m h e  with the proposals made by the project m late 1992 and 
early 1993 

D7 Fac~l~tatmg a more conduc~ve busmess envwonment 

The project capitabed well on its access to and comemorn with U S busmess 
practices and know-how m the areas of fianchtsmg and corporate procurement 

More than any other orgafuzabon m South Afrrca at the tnne the project developed 
PDG access to the fianchtsmg mdustry Through its lmkages with the Internahonal 
Franchtse Association (FA), the Franchtse Associahon for Southern Ai3rrca (FASA), 
NAFCOC, and local mst~tuhons, BICSN mtroduced the annual fianchsmg opporhmbes 
conferences PDG entrepreneurs were drectly M e d  with fianchsers both @om the U S 
and South ff ica for the first tune These events, whch attracted an attendance equtvalent 
to 1,806 persoddays, have now become largely self-su-le and have had a measurable 
Impact on the busmess enwonment Commercial lendmg for fianchse ventures, at both 
the fianchser and fianchsee levels, have become more avadable 

Sdarly, m collaboration wth the National Minonty Suppher Development 
Councd (NMSDC), the project dehvered workshops with an attendance equtvalent to 659 
persoddays on U S corporate 'best pracbces" m procmg fiom dmdvantaged firms 
These workshops, held m Johannesburg, Cape Town, East London, Port EWeth,  
Pleterrnantzburg, and Durban brought together purchasers &om South h c a n  
corporaborn and PDG suppher firms Through these nabonal workshops, the pubhcabon 
of a widely &sed manual on U S current corporate procurement practices, and a U S 
mternshp for South &can purchasmg managers, hosted by U S corporahons, BICSN 
fostered the development of: and assisted wth, pro-actwe procurement pohcies m the 
corporate South ffican enwonment 

D8 Role model effects 

M e m g  the mtangble role model effects of the firms assisted by the project is a 
Mcult task There are, however, two clear-cut successes Herdbuoys and &can Lfe 
The former has developed mto a madme, nationally ranked advertismg firm, the latter 
transactron was the core busmesses that allowed the hstmg of RAI and RAH m the 
Johannesburg Stock Exchange How and rfthe sense of entrepreneurship of the dxectors 
of these firms mpn-e others to follow m then- footsteps and pursue thew own wiorn are 
unmeasurable mtangbles at ths pornt 

D9 Des~gn and p~lotclng of new models of techn~cal ass~stance 

The on& Mission design of the Techtllcal Assistance Fund (TAF), 
complemented by the contractor's emphasrs on a commercial onentabon with cost- 
recovery mechafllsms have proven to be a success BICSN developed and pdoted an 
aggressrve chat co-payment scheme that served both as a ater for targeted chent selecbon 

Black Integrated Commerc~al Support Network Estabhshment of a Venture Fmance Fund 
Johannesburg February1993 

Sectlon 111 Summary of project resuks Page 111 7 7 



BIE~-> 
F~nal evaluatron re~ori 

and a contmued, mtensive source of support for entreprenemal firms The chent co- 
payment scheme, 50% of transaction costs, is now a cornerstone of the Equity Access 
System (EASY), a successor project of USAIDISouth &ca 

BICSN's efforts to estabhsh a pnvate eqwty b d  to assist PDG h and 
entrepreneurs have been less successll Current collaborabon wth the International 
Fmance Corporabon @;C) on a quasi equity h d  wdl, If successll, represent the first such 
type of fknd m South Afhca Ifthe capitabation, successll management and commercial 
returns to mstors  are acheved, much of the r&cence of local potentml mvestors wrll 
wane, none too soon, one may add, f the demographcs of busmess ownershp are to 
change fast enough to cope wrth the expectabons of PDG fk i s  and entrepreneurs 

E Lessons learned from the project 

The o n g d  project design consistmg of a Techcal Assistance Fund (TAF) to 
subcontract consultmg smces to assist BEs and the Black Equty Capital Fund (BECF) to 
take rmnorrty eqwty stakes m chent firms was sound and ahead of the tunes The design 
was fiuther vahdated d m g  the re-structurmg exercise conducted by the Mssion, the 
contractor, and external consultants 

Thrs tmely review of the project and its nnplementabon expenence was a decisive 
factor m the success of the project The preparabon of the first project lo@ame, the 
mtensive chat focus, the dehbon of the compebbve advantages of BICSN, the 
development of sharp product lmes m procurement, fi-anchlsmg, and corporate acqulsibons, 
and the redehbon of the management structure provided a sohd basis for a renewed 
project Ths exarmnabon of project implementabon m its early stages is a key lesson fiom 
the expenence of BICSN 

The design of the TAF, and the leveragmg and cost-recovery mechmsrns 
introduced by the contractor m its mplement~on, served the project and its clrents well 
BICSN developed and tested a chent cost-shanng scheme patterned along commercial 
h e s  Th~s c o s t - s b g  or chent co-payment scheme tested d m g  unplementabon is now 
part of the design of a successor Miss~on actmty, the Equtty Access System (EASY), 
where chents wdl carry 5W of the transamon costs Thus, a 'lesson" fi-om 
implernentabon has been coddied mto the next generabon of the Mission's pnvate sector 
project designs 

The design of the BECF, m retrospect, was premature As BICSN has 
demonstrated through its unplemenmon so k, a prwate, fnanaged, eqwty h d  focused on 
PDG h s  and entrepreneurs has yet to succeed m gettmg comtrnents from South 
Afi-~cafl mtubonal investors The project designers underestunated the reshence of the 
local mvestment enmronment 

Through its repeated iterations m designmg and testmg mvestors' receptivity to 
&verse equty products, the project has gamed a better understandmg of local mvestors' 
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concerns whch, coupled wth the first-hand knowledge of PDG busmesses should serve the 
project well as it attempts to develop a quasi-equlty h d  Gwen the experrence gamed so 
far and the potenhal partnemg with the Internationdl F m c e  Corporation (IFC), fiuther 
efforts m ths area merit support Should the efforts prove successfbl, the project wdl have 
evolved mto a self-supportmg, cornmercially-vlable enhty That, aRer all, is a key purpose 
of the mstituhonahzahon of prrvate sector projects 

EZ Implementation 

BICSN staffbutlt close relationshps with its chat firms and remarried bghtly 
focused around ~ t s  core product o f f i g s  The success of the project owes much to the 
sharp focus =tamed by the staff In a complex busmess and advocacy enwonment, such 
as the one prevahng m South ffica, contmwty of focus is essential as a project cannot be 
all thugs to all  people 

Another key element m the success of project unplernentafion was the abhty to 
develop partnershps and leverage resources BICSN did ths very effively Through the 
pro-bono parimpahon of U S corporate procurement executwes &om Fortune 100 
compames arranged though the Nabonal Minority Suppher Development Councd 
(NMSDC), the parhclpabon of the Internabonal Franchse Associafion (IFA), the 
Internmonal Fumce Corporabon (IFC), the Franchse Associafion of Southern ff ica 
(FASA), NedEnterpnse, and many others, the project leveraged its resources and b d t  the 
necessary relatlonshps to serve its chents better 

The mtial project design did not address the issue of sustmabhty beyond the Me 
of the project The Mtssion has taken steps, however, to remedy thu shortcommg The 
corporate procurement component has been transferred mto a successor actmty, the 
Busrness Lulkages for Underutbed Enterprrses (Project BLUE), and project staff have 
been seconded to help m the mtial phases of BLUE Franchsmg, gven its mahurty m the 
local market, wdl be commercially self-sustmg and some of the work of the GM&A wdl 
be cmed out through an acbwty that wdl soon begm, the EASY Project 

Remamng Items m the BICSN agenda Include 

firuslung the transactions currently rn the books, such as the N a l d  Chl, 
estabhshmg the cBICSN Trust Fund" to capture the h d s  reflows (estnnated 
potenbdy to reach over R2 5 d o n )  pendmg successll closure of these transamons, 
conductmg a d d e d  feasbhty analysis for the structumg of the quasl-equty h d ,  m 
collaborabon wth the IFC, 
conbnued secondrnent of the former BICSN Vice President for Corporate AfEws m 
charge of corporate procurement to effect a smooth transifion of fbnner BICSN chents 
to the BLUE Project 

The successll conclus~on of these actmhes wdl round up a sohd record of 
achevement 
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Section IV: Corporate procurement 

A Project des~gn Corporate procurement 

Prior to the reorgamzation of BICSN, Corporate Procurement was called 
"subcontractmg" and was subsumed as an actiwty under the Promotion and Education 
component In 1993, however, project participants felt that many management issues 
could be resolved by changmg BICSN from a fimctionally based project (education, 
techcal assistance, equity) to one that operated along "product" hnes 

Procurement mterventions had already demonstrated potential to make a 
substantial dflerence m the econormc status of disadvantaged South Atktcan 
busmesses Therefore, Procurement was reconstituted as a component m its own right 
and was appropriately recogmzed as one of BICSN's most wable "products " 

A1 M~ss~on and O ~ J ~ C ~ I V ~ S  

As stated in the January 1994 - March 1995 Work Plan, the rmssion of the Pro- 
curement Diwsion was 'Yo promote the growth and competitiveness of black 
enterpnses (BICSN client firms) through establishment of successfbl suppher 
relationshps with South ffican pnvate and public corporations " Objectives of ths 
component were to 

Assist black enterpnses in becomng reliable, competitive, quality suppliers of 
products and semces to South Atktcan corporations, 

Assist m the development and strengthening of procurement programs from 
disadvantaged busmesses among South ffican corporations, 

Dissemnate mformation, tools, and know-how to induce successfbl, long-term 
relations between large pnvate enterpnses and disadvantaged busmesses 

A2 Procurement strateg~es 

The central strategy for all BICSN components was that mterventions should 
be earned out along cornrnerclal lmes, that is, they should have hgh leverage to 
maxlmtze the ratlo of transaction value over admmstrative costs Procurement strategy 
was also duenced by repeated interactions between BICSN and the U S National 
Mmority Suppher Development Council (NMSDC) as well as rmnonty suppher 
development managers of selected, hgh-profile U S corporations As a result of these 
contacts, BICSN evolved a "proactive procurement" program strategy 
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I B/CSN Procurement Strateg~es 1 On the demand side, BICSN strategy -- 
Leverage u s mrnonty contractrng expertrse takes advantage of the project's 
Add value and reduce transactron costs 
Apply second trer purchasrng technrques ability to leverage American mmonty 
Work wrth corporatrons on a pull strategy contracting experience One 
Prepare standardrzed tools and packages important Concept, for example, is 
Drssemrnate knowledge through trarnrng that of "second tier" purchasmg, 

whereby large corporations committed to proactive procurement use their purchasmg 
power to persuade other comparues to deal wth disadvantaged suppliers 

BICSN also developed a so-called "pull strategy" whereby the project 
establishes close worktng relatlonshps wth a few large RSA corporations and 
identifies rehable black-owned businesses on thelr behalf Once the purchaser is 
satisfied wth supplier performance, a sipficant volume of business is allocated to that 
suppher In 1993-94, ths approach was judged to be a more efficient use of BICSN 
resources than chasmg a specified number of contracts on behalf of the suppller The 
evaluation team beheves that ths conclusion is borne out by project results 

On the supply side, BICSN procurement strategy targets black enterprises with 
hgh potential for operatmg in the formal business sector (so-called "hgh-potential" 
BEs), as distinct from informal sector and mcro-enterpnse clients who are served by 
other programs BICSN works extensively wth a select number of these clients, first, 
by servlng as an opportumty broker wth linkages to the mamstream economy, and 
second, by promdmg them wth specialized techcal assistance and tramng, as well as 
more standardized packages and tools for procurement, marketing, and business and 
financial management 

Although neither the origmal design nor the restructumg made provisions for 
institutionalmng BICSN, USAID/South Mica recently turned its attention to ths 
issue Consistent wth its Country Strategic Plan for sustamable transformation, 
USAID requested that institutionalization or "unbundling" become a part of overall 
project strategy 

Analyszs Whereas the mssion and objectives of the BICSN project retam a 
traditional development focus, most of its strateges denve from business concepts, 
especially those based on mmority contractmg in the Umted States It was the intention 
of the consultants who reformulated BICSN to use a commercial orientation and 
Amencan business know-how to dflerentiate the project from other donor efforts In 
many respects, ths  has been the key to BICSN's success 

The Issue of timeltness is also important When BICSN started, corporatlons 
and black entrepreneurs were just comng to grips wth the need to transform their 
business deahngs m the aftermath of aparthad Many BICSN strateges were bemg 
introduced m South Africa for the first time and appeared hghly relevant to current 
events As a result, several corporatlons wholeheartedly adopted the BICSN approach 
to purchasmg, becomng the dnmng force in dissermnatmg ~t to a wde segment of the 
busmess commumty 
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B. The effectweness of procurement mputs 

The evaluation team based its analysis of procurement inputs on the "means of 
implementation" in the work plan of January 1994, Section LII-4 Below we descnbe 
various inputs and prowde an analysis of their effectiveness m achevmg project 
objectives 

B l  Human resources 

BICSN's Corporate Procurement Diwsion was headed by the Vice President 
for Corporate Procurement, Mr Sonny Tarr, who also fbnctioned as Industry 
Development Specialist and the project's Deputy Chef of Party Mr Tan came on 
board at the begnnmg of the BICSN project and remamed untd seconded to NIC in 
September 1995 For a little over a year, from late 1992 through March 1994, Mr 
Tarr was assisted in Corporate Procurement by a second Industry Development 
Specialist, Mr Tharm Magazi 

AnaZvs~s The salient feature of BICSN's success is a lesson that has been 
demonstrated over and over agam Although it may be too obvious to mention, the 
truth is that 'csuccessfbl projects are run by good managers who have wsion, 
comrmtment, and the ability to adapt to changmg conditions and emergmg reahties " 
The energy and comrmtment of Mr Tan in achevmg procurement objectives cannot 
be overstated 

B2 Techn~cal Assstance Fund (TAF) 

To date, the Procurement Division has managed 34 TAF subcontracts wth a 
total value of Rl,l44,056 A breakdown 
of TAF outlays, by programmatic use, is 
presented m Table IV 1, the number of 
TAF subcontracts and the cumulative 
value by programmatic area are presented 
in figures IV 1 and IV 2, respectively 

Analys~s Based on intermews wth 
BICSN clients, the majonty of TAF 
interventions appear to have been 
effective In two cases m particular (Petite 
Upholsterers and Baltic Travel), chents 
stated that thew enterpnses would not 

Table IV 1 Number and value of TAF 
subcontracts 

1 Contract type ii  urnb be;^; V:;;3691 
BICSN General 
OPICIBICSN 95,813 
Procurement 

Franchwng 27 458,207 

I Totals (1 1171 4,004,0371 

have sumved vvlthout BICSN help, and that thelr approach to vmous aspects of the 
business had completely turned around as a result of thts assistance 
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In two cases m partrcular (Petrte Upholsterers and The hallmark of TAF procurement 
Baffrc Travel) dents stated that therr enterpnses mterventlon was the extended 
would not have survrved wrthout BICSN help and 
that therr approach to vanous aspects of the relationship formed between BICSN 
busrness had completely turned around as a executives and client BEs As a result, 
result of thrs assrstance I farmliar ullth the requwements of a given enterpnse BICSN and executives were able became to intervene thoroughly at 

critical times when the business was either in difficulty, or conversely, was pruned for 
expansion Ths approach evolved in response to the objectives m the project design, to 
acheve permanent changes 
in busmess pe~ormance for 
selected BICSN chents and 
develop them into vlable 
"model" firms that others 
could emulate At ths 
stage in the development of 
black busmess, therefore, 
and the issue of 
"efficiency" 
notwthstanding, it is 
d~fficult to unagme that 
lasting change could have 
occurred m any other way 

Interventions ran 
the gamut fiom business 

Figure IV 2 Value of TAF contracts by type 

BICSN OPlCBlCSN P r o c u m t  GM & A Franch~slng 
General 

Contncttypc 

and financial p l m g  to production and quality control, but focused heady on 
upgrading control and admmstrative systems BICSN adopted ths focus m response 
to the perception in the 
project design, whch 
proved largely correct, that F~gure IV 2 Value of TAF contracts by type 

the kndamental weakness 
of black business resides in 
shallow control and 
admmstrative systems 

Thus, whde many 
black busmesses begm wth 
a strong concept and 
achieve an early success, 
they ultimately falter when 
busmess volume reaches a BICSN OPICBICSN Procurement GM & A Franchwng 

General 

certam level, or when faced contrset type 

wth more competitive 
market conditions Ths 
fact makes the tunelmess of busmess interventions especially unportant In a few 
instances, BICSN assistance came too late, after chents had already destroyed thew 
credit worthness through Inadequate accountmg controls, or had lost credibhty ullth 
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their customers because they were unable to dehver goods and semces on a timely 
basis 

Another important feature of TAF assistance was its cost-shanng requnement 
to mstlll commercial disciplme among its client firms ARer its re-structuring, BICSN 
required a 50 percent client co-payment to TAF servlce providers for the consultancy 
servlces rendered Ths strategy proved to be not only workable, but an effective 
screenmg device to regulate a seemngly boundless demand for busmess advlsory 
services and help detemne whch busmesses were most senously comrmtted to 
makmg the operational changes required to compete effectively The success of the 
50150 cost-sharmg concept pioneered m the corporate procurement TAF subcontracts 
of BICSN IS borne out by the fact that two USAID successor activities have 
incorporated it m then deslgn The Eqrcaty Access System Project (EASY), a 
contmuation of the Mergers & Acquisitions component of BICSN and the Busmess 
Lznkages for Underutrlzsed Enterprzses (BLUE) requne a 50 percent chent 
contribution for busmess services 

B3 Procurement semmars and workshops 

To date, the Procurement D~vision has orgamzed and delivered a total of 47 
tramng events, includmg workshops, conferences, presentations, and semnars In all, 
there were 1,437 participants at these events from all target groups (chent enterpnses, 
corporate executives, and advocacy groups) As may be seen in Table TV 2, the 
number of participating compames and advocacy groups totals more than 500 

T r m g  events 
covered a vanety of 
topics Some were 
directed at black Tog( Tdd Tdd 

entrepreneurs, some at -oarpa#rrt 

large corporations and w- 1 437 518 advocacy groups, and 
m r l g  1688 759 

some at large, mxed 
 palusb us bas 188 72 12 

audiences The latter 
were ofien organwed 
around the v&ts of U S T-1 33141 1,3481 

corporate executives, or 
4 - 

representatives from the U S National M o n t y  Suppher Development Councd, who 
spoke on rmnonty contracting m the Umted States, includmg procurement strateges 
and practices, issues, and lessons learned Among the vanous t r m g  topics were 

The modus operand1 for structumg small busmess umts m large corporations 
Second tier purchasmg policies and practices 
South ffican Bureau of Standards requrrements 
Product quahty standards of large RSA corporations 
The BICSN corporate mternshlp program 
Estabhshrnent of a black busmess directory 
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In addition to single-event tramng, BICSN worked with the Department of 
Business Admmstration at the Uruvers~ty of Natal, Pletermaritzburg, to establish a 
curriculuni and corporate consulting servlces in pro-active procurement The umversity 
1s offering "affirmative procurement" as a subject to students pursuing a Bachelor of 
Commerce degree m purchasrng management It is hoped that t h s  wll sustain small 
business procurement programs over the long term It is important to note, however, 
that as of t h s  date, very few black students are participating in t h s  course 

I BICSN s procurement seknars and workshops 1 AnaZyszs BICSN's procurement semtnars 
gave the project much wlder geograph~c 
coverage than was poss~ble through techn~cal I and workshops gave the project much 
ass~stance alone Because of the lnfenslve wder geographc coverage than was 
nature of TAF assrstance BICSN procurement possible through techcal  assistance alone 

I executrves targeted cllents ~n Gauteng 
exclusrvely Trarnrng events however took 

Because of the intensive nature of TAF 

dace m rna,or commerc~al centers all over the BICSN procurement executives 
country I targeted clients m Gauteng exclusively 

Traimg events, however, took place in 
major commercial centers all over the country There were undoubtedly some lost 
opportumties as a result of t h s  approach, because BICSN executives were unable to 
follow up on contacts that were imtiated wth corporations and entrepreneurs outside 
Johannesburg One hopes that ths  limttation will be overcome under the BLUE 
project, gwen its emphasis on establishng business adwsory centers in other parts of 
South Afhca 

BICSN traimg maxlmtzed both geographc coverage and techcal content As 
noted earher, it also proved to be timely With the end of apartheid, the South Afhcan 
business cornrnuntty was just cormng to terms with the need to mtegrate black business 
into the manstream economy, and to many, the ideas BICSN introduced were of 
tremendous relevance 

Especially well received was the concept of second tier purchasing, whereby a 
large company uses its purchasing power to generate proactive procurement practices 
m other compames As a result of BICSN, several giant RSA corporations have 
adopted the concept (including Eskom, Standard Bank, and Promat, the purchasing 
arm of Transnet) and are vigorously promoting it through their own small business 
procurement umts In a very real sense, t h s  and other BICSN procurement 
interventions have not only proved to be sustamable, but have had a multiplier effect 

Trainmg events were also timely for black entrepreneurs who were thmlung 
about or actually malung their first forays into a wder market Some of the most 
successfbl workshops for BEs tnvolved presentations by the South f f ican  Bureau of 
Standards on the meamng of the SABS mark, and m tandem, presentations by large 
corporations concemng their expectations vis-a-vls product quality These workshops 
succeeded in allayng fears on the part of black entrepreneurs that SABS requu-ements 
represent insurmountable roadblocks to formal-sector market entry Instead, workshop 
participants came to wew the SABS mark as a means of marketing theu- goods, 
wntung contract awards, and maintaimng client satisfaction over a penod of time 
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In an attempt to make the outputs of traimng more concrete, BICSN linked its 
workshops in quality requirements with an SABS certification program Both SABS 
trrumng and certification have proved to be sustainable Promat, one of the large RSA 
corporations involved wth BICSN, has chosen to continue the program with SABS 
for the benefit of its black suppliers 

84 USAIRSA exchanges 

In collaboration wth the National Mmority Supplier Development Council 
(NMSDC), BICSN sponsored four U S corporate procurement execut~ves mssions to 
South &ca The project was able to enhst the pro-bono participation of leading 
executives of Amencan corporations that were involved in innovative mnonty supplier 
development programs The goal of these mssions was to share U S knowledge and 
expertise wth South f f ican  procurement managers, including information about 
desigmng, implementmg, managing, and momtoring proactive procurement programs 
for disadvantaged suppliers 

In July of 1995, BICSN and the NMSDC also orgamzed a hghly successful 
U S corporate internshp for 16 South African corporate procurement managers 
South &can corporations covered the full costs of the trip to observe, first hand, the 
corporate practices of therr U S counterparts in contractrng wth disadvantaged 
suppliers, U S corporations, on the other hand, graciously hosted their South African 
counterparts dunng their two-week internshp Interwews conducted wth RSA 
procurement managers as well as disadvantaged suppliers suggest that the exchanges 
were of immense benefit Through the pro bono involvement of U S corporations, the 
project was able to leverage its resources, we estimate that the added value of these 
pro-bono contributions is well over $150,000 

U S corporatrons partmpatrng m 
BICSN corporate exchange programs 

Bell Atlantrc 
Rgrtal Equrpment Corporatron 
Eastman Kodak 

0 Ford Motor Company 
lBM 
K-Mart 
Land OLakes 
Lotus Development Corporation 

0 Natrons Bank 
r Wash~ngton Gas 

indicator of the amount of interest g 

AnaZ~sz~ USARSA exchanges were conceived 
as a traimng vehlcle but because of the prestige 
of U S participants (Eastman Kodak, Ford 
Motor Company, IBM, Lotus Development 
Corporation, and Nations Bank), they gave 
BICSN a hgh profile as well as credibihty in its 
dealings with the South African business 
cornmumty Attendance at USAIRSA events 
was often ten tlmes that of other, more 
narrowly focused traimng programs and is an 

nerated by BICSN-style purchasmg strategies 

B5 Procurement tra~nmg matenals and standard~zed tools 

BICSN prepared and dissemnated traimng matenals and off-the-shelf 
procurement packages m many subject areas, both in association with semmars and 
workshops and as an independent means of assistance The most wdely dissemnated 
product or tool was the BICSN Procurement Manual, prepared for pnvate-sector 
corporations as a step-by-step approach to stmctunng small busmess purchasing umts, 
pos~tiomg them withn orgamzations to provide a direct link with semor management, 
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and changing them (both conceptually and In actuality) from cost centers to profit 
centers that offer tangible econormc benefits BICSN sold some 60 procurement 
manuals to corporatlons that expressed interest, and distributed another 100 manuals 
free of charge 

Other tools and packages developed by BICSN include the 50150 cost-sharing 
mechasm for TAF contracts (see above), a database of black South &can 
enterpnses, advocacy groups, and financlal institutions, kept m electromc format 
through a contact management software package, a traimng events database, whch 
proved to be valuable in imtiating or follomng up business contacts, and the Corporate 
Profiles of Black Enterpnses, whlch defined the numbers, character~stlcs, and types of 
black businesses operating in South Africa The Corporate Profiles served a number of 
functions They helped ~dent~fy hgh-potential BEs, and they also prowded models for 
BEs to present their corporate capabil~t~es and market their servlces 

AnaZvszs BICSN models and tools proved to be useful and tlmely, as indicated 
by the many requests recewed and the willingness of corporatlons to pay for them 
BICSN recaved numerous offers to purchase its database of black enterpnses, 
advocacy groups, and financial inst~tutlons, but d ~ d  not comply Instead, the database 
will be made avadable as a resource to the National Industrial Chamber, the local 
mstitution respons~ble for carrylng on BICSN-style procurement interventions under 
the BLUE project 

Future assistance efforts need to take stock of the fact that databases and other 
tools require periodic mamtenance to be filly usefil The Corporate Profiles, for 
example, would need to be updated, sirmlarly, the cllent database would need updating 
Resources w~ll have to be allocated to the maintenance of these databases by the 
successor activities whch will inhent these from the project In the absence of a 
momtorrng and evaluat~on specialist during the past 12 months, BICSN has been 
unable to do further work on these 

B6 U S corporate lnternsh~p program 

The corporate rnternshp program was carned out as planned, with 17 Interns 
completmg three-week assignments for corporations In the Umted States South 
&can corporations covered the salary and travel costs for thelr executives 

AnaZvszs The program had many positive rarmfications Its intended benefit 
was an increase in the purchasing know-how of interns, and as a spill-over benefit, an 
increase in their effectiveness as proponents of small business purchasmg withn thex 
compames Based on the number of corporatlons that either created or restructured 
their small business purchasing umts (see project results) t h s  objective was acheved 

An unexpected side benefit of the internshp program was that a r e t u m g  
intern from Nedcor not only strengthened small business purchasing at h s  own 
company, but also jolned with representatives from 20 other South African compames 
to start up a local counterpart to the NMSDC Although m the 1994-95 Work Plan, 
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the creatlon of a local counc~l was referred to as an "elus~ve" target, it is now under 
way, independently of BICSN, with Nedcor as the drlvlng force 

B7 Close workmg relat~ons wlth RSA corporatlons 

Efforts to link black suppl~ers and large corporations began early In the project, 
but ths  work Intensified after BICSNYs restructuring In 1994, followmg extenswe 
research, a letter of mterest was sent to twenty firms that showed potential for 
imtlating or expandmg proactlve procurement programs BICSN based its research on 
an analysis of annual reports, networlung, and contact wrth the Amencan Chamber of 
Commerce BICSN followed ~ t s  letter of interest wth a request for meetmngs, and In 
July 1994, wth the preparation of a "proactive" procurement strategy document 

The most successful proactive procurement The strategy document was sent to the 
mitlatives enjoy the full supporf of top 
management They are translated into pollcy I origlnal group of corporat~ons as well as 
that promotes the interests of the corDora- Seven more It described the ecOnOmc 
tion and offers concrete incentives and wrsdom of develop~ng South Afnca's small 

business sector, and promded an action plan 
for lmtlating procurement from black 

suppliers It identified key elements m the successhl sourclng of goods and servlces, 
b e g n g  wth the comtment  of the company's CEO, the integration of proactive 
procurement policy with other corporate policies, and the establishment of proactwe 
procurement as a profit center rather than as a program of social respons~bll~ty 

AnaI~szs Of the onginal group of twenty-seven corporatlons, BICSN rece~ved 
expressions of rnterest from about two-thrds and was ult~mately successfbl in linlung 
mne corporatlons with black businesses, a 33 percent success rate These lnterventions 
produced some or all of the followmg improvements 

Rev~ew of emsting corporate procurement procedures 
Estabhshment of small business purchasing umts as profit centers 
Ident~fication of a corporate "champ~on" for workmg wth black suppl~ers 
Identlficat~on of products and servlces approprlate for outsourcing 
The promslon of business profiles of black suppliers 
In most cases, the award of contracts for goods and semces 

More recently, BICSN contacted mne other large corporat~ons-includ~ng 
Mobile Telephone Network, Standard Bank, and South Afr~can h a y s - w t h  
increasingly positive results All have made a comrmtment in some form to the concept 
of small busmess purchasing Seven of the mne have made contract awards as a result 
of BICSN intervention, and the value of these awards has been rising steadily 

In 1995 USAID negotiated a Cooperatwe Agreement with South Afhca's 
National Industnal Chamber (NIC), thereby launchmg the Busmess Lznkages for 
Underutdzzed Enterprises (BLUE) Project Ths project is helplng to structure long- 
term, commercially vlable relationshps between corporatlons and supply firms where 
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the prewously disadvantaged have a majonty or a sigmficant mnorlty stake It Intends 
to open up business information and adwsory m major citles, and it provldes a TAF to 
contract for short-term expertise In other words, its msslon and objectives closely 
mtrror those of the BICSN Procurement Component 

As part of USAID7s effort to "unbundle" BICSN and make it sustanable, the 
dutles of BICSN's Corporate Procurement Dlwsion are bang transferred to NIC Two 
BICSN staff members have been seconded to that orgamzation, lncludmg Vice 
President Sonny Tarr, as of September 1995 Tlus move will help NIC to strengthen ~ t s  
admmstrative infrastructure and ~ t s  capaclty to serve black enterpnses 

AnaZvszs The evaluation team believes that the BLUE project is an appropriate 
vehcle to contlnue BICSN-style lnterventlons We also belleve the NIC to be an 
appropnate choice for a counterpart orgamzation It offers a well-articulated strategy 
for implementing BLUE, and is in a position to repllcate BICSN strategies through the 
wtde memberslup network of its parent, NAFCOC, and through BLUE-sponsored 
advisory centers to be sltuated throughout South Afrlca The opportumty to extend the 
results of BICSN outside Johannesburg is one of the most promsrng aspects of BLUE 

C Procurement ~mpact assessment 

We base our Impact evaluation of Corporate Procurement on the end-of- 
project targets m the 1994-95 work plan 

C1 lncreased turnover for core black enterpr~ses 

T q e t  The work plan specifies two levels of achevement wth  respect to sales 
or turnover (1) at least fifteen BICSN-asslsted enterpnses wlth increases in turnover 
averaging R700,OOO per firm per year, and (2) at least ten additional black enterprises 
wth  Increases In turnover averaging R400,OOO per firm per year The comblned target 
is an Increase in turnover of Rl4 5 mdhon per year for 25 BEs 

Results Actual results are Impressive, though complex Table IV 3 covers 
actiwty up to the present and shows that BICSN has been instrumental in lncreaslng 
total turnover for black supphers by R3 1 2 mlllon to date, and a projected R68 6 
mlllon by the end of the project Annuallzed data are not avalable, but we can 
estimate annual increases In turnover uslng the 1994 BICSN reorgamzation as the 
starting pomt We are loolung at 26 months of actlvlty to date, or R14 4 mllion per 
year for all firms (99 percent of target) Total turnover generated by BICSN by PACD, 
or 33 months of actiwty, is projected at R24 9 mllion per year, or 172 percent of 
target 

7 These f~gures are consewatwe BICSN succeeded In preventmg at least one company-Pet~te 
Upholsterers-from closmg down altogether In another case--Balt~c Travel-the company would not 
have establ~shed a satelllte offlce wlthout BICSN assistance In thls hght BICSN can cla~m 
respons~b~l~ty for total turnover for Petlte and total T I 0  for the Baltlc satelllte offlce representmg 
another R6 2 m~l l~on In lncreased turnover 

Sectron IV Corporate procurement Page IV I0 
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The total number of enterprises mth increased turnover above R700,OOO is 9, 
and the number over R400,OOO is estimated at 4 These numbers are 52 percent of 
target BICSN also assisted 13 additional enterprises, mth either no increase m 
turnover or increased turnover well below target Ths method of calculation puts the 
number of firms that received assistance at 26, or 104 percent of target Whereas 50 
percent failed to acheve substantial increases in turnover, tne remaimng 50 percent 
outperformed projected targets by nearly 200 percent 

Table IV 3 increases I* turnover for BICSN-asslsted suppliers 

SUPPLIER 

C2 Strengthened procurement programs 

WORK IN PROGRESS 
Foster's 
Foster's 
Total by PACD 

Target At least 15 proactive procurement programs strengthened among 
South Afrrcan corporations and parastatals 

PURCHASER 

Reszrlts Of a group of about 35, BICSN was successfid in establishng 
relationshps with 22 large South &can compames including BMW, Boumat, Caltex, 
Enwrotech, Eskom, Fedics, Gencor, Hagge, Hulett, Metro Rad, Mobile Telephone 
Network, MNet, Mondi Board, Nedcor Bank, Promat, Randgold, Samancor, Sappi, 
Shell SA, South f f ican  Atrways, and Standard Bank It 1s estimated that procurement 
from disadvantaged suppl~ers improved sigmficantly in about 50 percent of these 
orgmzations as a direct result of BICSN intervention (A few compames already had 
active procurement programs that purchased from black suppliers ) 

Mobile Telephone Network 
South Afncan Airways 

In addition to ths  hst of corporations, a few llke Xulett and Shell SA 
distributed BICSN's procurement strategy document and/or issued directives on small 
business procurement to every one of their regonal offices and subsidimes Ths 
impact cannot be measured, nor is it possible to measure the impact of BICSN 

INCREASED TI0 
IN R 000 
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11 000 
26 400 
68,850 

Est contract value 
Est contract value 
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procurement strategy on the more than 500 compames that attended BICSN 
conferences and workshops, but some improvement ln procurement practrces among 
these corporations must be assumed 

Tarnet At least 12 South h c a n  executives exposed to U S corporate 
mnonty procurement programs through BICSN-sponsored mternshps 

Results The actual number of Interns was 16, or 133 percent of target U S 
host corporations included Nations Bank, Ford Motor Company, Washington Gas, 
Eastman Kodak, IBM, Bell Atlantic, and K-Mart Corporation For all but three 
iternshps (for NIC staff), BICSN was able to leverage the resources of participating 
South Afi-ican corporations to cover the salary and travel costs of the lnternshp, 
thereby mcreasmg the total number of internshps BICSN was able to sponsor In 
addition, the BICSN project collaborated with Enterprzse magazine to sponsor 
mternshps for six recipients of the ‘Enterprise of the Year" award 

C4 Workshops for BEs and/or procurement managers 

Target At least 10 workshops delivered to BEs or procurement managers 

Results Corporate Procurement conducted 47 tralmng events for BEs and 
procurement managers An estmated 75 percent were workshops and semars  
In t h s  area, therefore, BICSN exceeded ~ t s  target almost five times, or 470 percent 
See Table IV 4 for a list of tramng events 

C5 Self-susta~nmg organ~zat~on as a resource for proactwe 
procurement 

Target The model of a corporate-sponsored and largely self-sustamng 
orgamzatlon acting as a resource center for procurement from disadvantaged suppliers 
wll be wdely difhsed, and hopehlly operational, ln South Africa 

Results As discussed earlier, a returmng mtern from Nedcor has jolned wth 
executives from 20 other South Afrlcan corporations to create a procurement council 
based on the U S NMSDC model The councll IS self-sustainmg, mth corporate South 
&ca as sole sponsor The councll is already operational 
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TABLE IV 4 Corporate Procurement conferences, semlnars, presentat~ons, workshops and meetmgs 

Code I Trtle 
I 

Duratron 
In hours 

PROOAP 
PROOBP 
PROOCP 
PRO01 M 
PRO01 S 
PRO01 R 
PRO01 W 
PROO2W 
PR003W 
PRO01 P 
PR004W 
PROO5W 
PROO2P 
PROO3P 
PROO6W 
PR004P 
PROO5P 
PROO6P 
PR007P 
PROOBP 
PROO9P 
PROIOP 
PR007W 
PR013P 
PRO1 1P 
PR012P 
PR014P 
PRO15P 
PROOBW 
FROO9W 
PRO1 OW 
PRO16P 
PRO1 1 W 
PR012W 
PRO1 7P 
PROl8P 
PRO19P 
PROPOP 
PROl3W 
PR014W 
PROl5W 
PRO16W 
PRO1 7W 
PROl8W 
PRO1 9W 
PROO2S 
PRO21 P 

Total 
zontact hwrs 

277 00 

The Role of Small Buslness Unlts In Purchasing from Disadvantaged Busrness 
Small Busrness Units A Corporate Asset 
Opportunities for Big Business with Small Buslness 
Policy Reference Group & U S Corporate Mission BreaMast Meetrng 
RSA and USA Successful Models of Corporate Procurement 
USAID Mlssron Drrector Receptmn Hostrng U S Corp Procurement Mrssion 
U S Corporate lnternship Program for South African Managers 
USA Models of Procurement from Drsadvantaged Busrnesses 
BICSN & CSlR Black Buslness Directory Meetrng 
ABI Presentatron for lnternshrp Program 
Second Trer Purchasing Strategies 
BICSN & CSlR Black Buslness Directory Workshop 
lnternship Program Presentation to Shell 
lnternship Program Presentation to TransneUPromat 
Launch of Procurement Manud 
lnternshrp Program Presentation to Eskom 
lnternshrp Program Presentatron to Promat 
lnternshrp Program Presentatron to Anglo Arnerrcan Corporatron 
lnternshrp Program Presentation to ABl 
lnternshrp Program Presentatlon to Gencor 
lnternshrp Program Presentation to Community Bank 
lnternshrp Program Presentation to JCI 
BICSN/SABS/NEI Meeting Standards Requrred By Corporatrons 
BICSN lnternshrp Program & Manual Presentatron to NEI 
BICSN & lnternshlp Program Presentation to Western Deep Levels 
BICSN & lnternshlp Program Presentatlon to Natronal Housrng Forum 
lnternshrp Program Presentation to Nedcor 
August 94 AIC Conference Empowenng Black Owned Buslness 
September 94 Procurement Missron (Cape Town) 
September 94 Procurement Missron (Johannesburg) 
September 94 Procurement Mlssron (Durban) 
Linkrng Brg Buslness wrth Small Business 
September 94 Procurement Mission (East London) 
September 94 Procurement Mtsslon (Port Elizabeth) 
October 94 AIC Conference Black Economic Empowerment 
Small Business Development for Black Economlc Empowerment 
March 95 AIC Conference Outsourcrng to SMES 
Aprll 95 Presentatmn to Buyers at Standard Bank 
April 95 Procument Mlssron (Johannesburg) 
Aprrl 95 Procurement Mlsslon (Pleterrnarrtzburg) 
Aprrl95 Procurement Mrssron (Port El~zabeth) 
U S Corporate Procurement lnternsh~p Johannesburg Brlefing 
U S Corporate Procurement lnternship National Mrnorfty Suppier Councrl Briefing 
U S Corporate Procurement lnternshrps hosted by U S corporatrons 
U S Corporate Procurement lnternshrps Chrcago Debriefing 
National Minority Supplier Development Councrl Mrnonty Busrness Program Mana 
Proactwe Procurement Partnershrps for Profits AIC Conference Oct 95 

16 Feb 93 
25 Feb 93 
23 Mar 93 
20 Sep 93 
21 Sep 93 
21 Sep 93 
26 Nov 93 
08 Dec 93 
31 Jan 94 
22 Feb 94 
23 Feb 94 
07 Mar 94 
16 Mar 94 
17 Mar 94 
23 Mar 94 
I 8  Apr 94 
26 Apr 94 
04 May 94 
26 May 94 
27 May 94 
27 May 94 
30 May 94 
01 Jun 94 
01 Jun 94 
08 Jun 94 
09 Jun 94 
30 Jun 94 
I 7  Aug 94 
27 Sep 94 
29 Sep 94 
03 Oct 94 
03 Oct 94 
04 Oct 94 
05 Oct 94 
26 Oct 94 
27 Nov 94 
23 Mar 95 
06 Apr 95 
20 Apr 95 
25 Apr 95 
02 May 95 
05 Jul95 
07 Jul95 
10 Jul95 
24 Jul95 
25 Jul95 
10 Oct 95 

16 Feb 93 Johannesburg 
25 Feb 93 Johannesburg 
23 Mar 93 Johannesburg 
20 Sep 93 Johannesburg 
21 Sep 93 Johannesburg 
21 Sep 93 Johannesburg 
26 Nw 93 Johannesburg 
08 Dec 93 Johannesburg 
31 Jan 94 Pretorra 
22 Feb 94 Johannesburg 
23 Feb 94 Johannesburg 
07 Mar 94 Johannesburg 
16 Mar 94 Johannesburg 
17 Mar 94 Johannesburg 
23 Mar 94 Johannesburg 
18 Apr 94 Johannesburg 
26 Apr 94 Johannesburg 
04 May 94 Johannesburg 
26 May 94 Johannesburg 
27 May 94 Johannesburg 
27 May 94 Johannesburg 
30 May 94 Johannesburg 
01 Jun 94 Johannesburg 
01 Jun 94 Durban 
08 Jun 94 Carkonvrlle 
09 Jun 94 Johannesburg 
30 Jun 94 Johannesburg 
17 Aug 94 The RMB Conf Centre 
28 Oct 94 Cape Town 
29 Sep 94 Johannesburg 
03 Oct 94 Durban 
03 Oct 94 Preterrnarrtzburg 
04 Oct 94 East London 
05 Oct 94 Port Elizabeth 
26 0ct  94 Karos lndaba JHB 
27 Nov 94 Johannesburg 
23 Mar 95 Gallagher Estates 
06 Apr 95 Std Bank HI0  Jhb 
21 Apr 95 Johannesburg 
26 Apr 95 Preterrnarrtzburg 
03 May 95 Port Eleabeth 
05 Jul95 Johannesburg BlCSlr 
08 Ju195 New York N Y 
21 Jut 95 Various U S cltres 
24 Jut95 Chtcago U S A 
26 Jut95 Chicago U S A 
10 Oct 95 Johannesburg 

Number ot events 4 7  

Total Person 
contact hwrs 

Person 
contact days 

1 056 



Section V: Franchising and licensing 

Project des~gn franch~smg and ltcensmg (F&L) 

Followmg an internal revlew of BICSN interventions m 1993, the team 
suggested a reorgamzation and reorientation of project activlties, including a sharper 
focus to F&L Changes were proposed to reduce the hgh transaction costs required by 
the franchsing method known as International Master Franchse Agreements (IMFAs) 
and to reduce entry-level costs generally for black entrepreneurs At the same time, the 
team reffirmed its comrmtment to F&L as a successful and proven business format, 
capable of generatmg a hgh techmcal assistance "multiplier " The new emphasis on 
developing franchse systems appropriate to South Mica  is reflected in the mssion 
statement and objectives below 

A1 Franchrsmg and l~censmg mtsslon and objectives 

The mssion of the new Franchising and Licensing component of the BICSN 
project was to promote the development and competitiveness of black mainstream 
enterprises (BEs) through franchsing and licensing The objectives of ths  component 
were to 

Develop BEs as mainstream franchsers through (1) systems development or 
the "engmeermg" of new fianchse concepts and operations, (2) the 
"conversion" of exlsting black businesses into franchse operations, and (3) the 
acquisition and support of International Master Franchse Agreements 
( W A S )  

Identlfl and promote licensing agreements for products, processes, and 
technologies that offer a competitive advantage to BEs 

Assist black consulting and legal firms in developing expertise in franchsing 

Support programs and activlties to promote entry of BEs as franchsees 

A2 Franchwng and hcensmg strateg~es 

BICSN strateges sought to leverage techcal asststance by lntroduclng a 
vanety of d~fferent F&L systems appropn&e to South &ca systems would have the 
potential to reach a large number of black entrepreneurs through both employment and 
equity opportumties Whereas the IMFA mechamsm had been the focus of early 
BICSN efforts, IMFA was perceived to be only one among many other possible 
models 

In consequence, BICSN developed additional strategies to create franchse 
opportumties for asprring entrepreneurs Instead of lookrng exclusively to the 
international franchse community, one of BICSN7s strateges involved converting 
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exlsttng South African businesses into franchse operations Ths proved to be an 
attractive option for black businesses as well as for whte South African compames 
seelng new markets through a network of black fianchsees 

Another strategy involved asststing black franchsees to get tnto franchise 
operations where they had premously been excluded by developmg relationshps and 
affirmative actton programs wth the help and participation of U S and South Afncan 
h c h s e r s ,  trade orgamzatlons, and ltcensers A final strategy entailed helping 
entrepreneurs to create local franchsmg concepts from scratch The latter tended to be 
relatively low-cost, and allowed black entrepreneurs to get into business wth rmmmal 
funding, ustng local slulls and talent 

B1 Human resources 

In md- 1993 Sibley International, subcontractor to Chemomcs, dispatched a 
short-term fianchse executive, Mchael Ames, to Johannesburg to drive the F&L 
component of the logical framework In August of the same year, Robert Pirtle of 
Sibley was assigned to BICSN for three months to work on the second International 
Franchsing Conference Ths assignment was extended on a month-to-month basis 
until May 1994, when he was appointed vlce president of Franchsing and Ltcensmg, a 
two-year asslgnrnent 

For the first time since the inception of the project, F&L had a long-term team 
member m place who had a broad understanding of the subject Full tmplementation of 
t h s  component could now be accomplished Our intervtews revealed that the 
objectives and targets in the logf7ame were now becormng a realtty With new 
leadershp, a consistent flow of requests from Premously Disadvantaged Groups 
(PDGs) began to get personal attention 

Pirtle took charge of clients who earlter had some input from BICSN but 
whose projects for vmous reasons had not been c m e d  through to completion He 
added the rmssing ingredient--expertise In fianchsmg--and was available on a full-tlme 
basis to servlce fkanchwng cltents Semnars of every nature began, fianchsing 
compames were bullt, franchses were sold, and BICSN became a drivlng force tn the 
franchsing cornmumty 

B2 Technical Assistance Fund (TAF) 

Records mdicate a marked increase in TAF use followng BICSN's 
restructuring Begimng in 1993, applicants for franchising servlces that were already 
m the pipehe were processed for techcal assistance New clients also began to enter 
the system and were processed to receive TAF assistance for such services as 
accountmg systems, busmess plans, fianchse agreements, feasibihty studies, marketing 
strategy, and financlal management 

Section V Franchrsmg and hcensmg Page V 2 
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As with all TAF activities under BICSN, a 50-percent participation by the 
chent was requlred as an indication of senous business intent Based on an analysis of 
the record as well as on client interviews, the evaluation team finds that use of the TAF 
was in proportion to managed need, and that TAF hnds consigned to franchsmg were 
used appropr~ately to meet the objectives of the project The F&L divlsion awarded 
and managed a total of 27 TAF contracts, as shown in Table V 1, below 

1 
Table V I TAF contracts In the Franchlang dlvlslon 

TAF 
Contract 

Value 

I 

We discuss activities in each of the franchse categones identified by BICSN as 
appropnate for the black South African entrepreneur We also provide a list of 
franchtse operations created m each category through the d ~ e c t  intervention of the 
BICSN team, and narrate some of BICSN7s "success stories " 

Total 
Contract 

Value 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

Conversion of ex~stlng busmesses mto franchised companies Ths mode of 
franchsing involves creatrng fianchsed companies from emsting South African 
businesses, a very tune-consummg and labor-mtensive process The reader need only 
imagine the magnitude of dealing wth a great diversity of business concepts and 
disciplines Additionally, each concept must be dlvlded into sub-categones of service, 
whch must then be orgamzed to deliver to franchsees The delineation of business 
formats Into francluse structures requires carell attention to detad and in-depth 
knowledge of franchtsing principles 

consunant 

C lFRANCHISING 
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TAF 
Contract 

Start 

MM mn dw Spy Produdom 
Ztnzl Kulu Prod 
Debttte 8 Tmhe 
NSA Management 
Ebony Management SeMces 
KPather8Co 
MadhIsM/Samwk Attorneys 
N Smgh Pather 
Madhkpa/Samuels Attorneys 
Thomas Dan& 8 Assmates 
K P a W 8 C o  
Advlsta Adverhslng 8 Markebng cc 
Madhlapa ~ m e y s  
Advlsta Adverhslng 8 Markebng cc 
Slpho DhMMa 8 Associates 
Madhlopa Attorneys 
Madhlopa Attorneys 

DavldSavy 
D m d  Savy 

Dmd Say 
Davld Savy 
Dawi Saw 
Htgette Peters 
Mamlopa AmMneys 
Dawd Savy 
Summt Conferences 
S~pho Dhladhla 

TAF 
Contract 

End Cllent 
Date 

Scone of Work 

BICSN 
BlCSN 
Magomob 
Auto Promashe Consomum 
MoNaMetlape Partnrshlp 
Alex Haw I n ~ n a l  
MohlaMeWape m e r s h l p  
Alex Hatr Inkrnatonal 
Alex Hatr Intetnabonal 
Alex Haw lntemabonal 
Alex Haw Internatonal 
Zachs Exhaust 8 Tyre 
Watcw Markebng cc 
Watcw Markebng cc 
ZacWs Exhaust 8 Tyre 
Chrcken Oellght 
ZacWs Exhaust8 Tyre 
Madhlapa Altomys 
Alex Hatr Internatonal 
Zachs Exhaust 8 Tyre 
Watca Markebng cc 
PCS Letlap Brcthets 
BlCSN 
The Kftchen Center 
BlCSN 
BlCSN 
Chlples 

Date 

Vldeatape IFA conference 
Anchor p n o n  for vldeo of IFA conference 
Negobahon poslhot+for lrcenc1ng8 dtstr~buhon d PrmLlne har prcducts d t 
ffing Bear tnterntunal master llcence evaluabon 
Market analysls 8 Rmluabon of IMA Professional Crvpet Systems 
Accounbng'adm~n~stratlon systems for a halr sabnfranchtse 
Conhct Reww for an ~nterrebonal master franctxsevnth Professional Carp 
Develop accounbng procedures for a frarchse conversion 

Developfranch~seagreemwb 
Develop markebng s@ategy and twls 
Ftmnctal management semces 
Developcorprate ldenbf~cation ~mag?and manual and a franchtse recruibne 
Devebpa nabonal franchse agreement 
Develop corporate ~denbftcatbn tmage and manual ard a franchse recruhe 
Conductflnanclal acccunbng amladmtn evaluabon propme8 rnplementtr 
Develophanch~stng r regtsb-abon cerbncates contracts a n d g m  
Develop a nabonal franchse agreement 
Develop markebng presentaton matenals and prwlde tralnlng 
Develop markebg presentattan matenals and pwtdetralnng 
Develop markebng presentaton matenals and prwlde tralnng 
Develop markebng presentatKtn matenals and prwldetralnng 
Develop markebng presentahon matenals and prwtdetralnng 
Asslst ln w~bngfranchlse manuals for Kenm/s Br~ck&TileandZachs Extra 
Devebpdsb~butash~p and su~str~butorshtp agreements 
Thlrd lnternatlonal Franchslng Conference Comprter~ed g w t  lts0, name 
Organlze Thlrd Intemabonal Franchlsmg Conference 
Development of a franchise acccuntrg system 

InRand In USD 

OBDec92 
OBDec62 
10-Feb-93 
30-Mar 93 
05Apr 93 
01 J&93 
0 5 J u M  

280ct93 
01 W 3  
01 NwQ3 
01 J w 9 4  
01 Mar 94 
0SMar94 
25Mar 94 
B M a r  94 
01 Apr 94 
11 Jun-94 
17 Jun-94 
17 Jun-94 
17 Jut-94 
17Jun-94 
17Jun-94 
01 JuC94 

O l A q 9 4  
01Sep94 
07-0ct94 
1 5 - ~ 6 %  

30000 
4000 
1 485 

34000 
28 728 
46800 

5030 
15000 
175W 
35000 
41340 
29057 
8 750 
3 900 

64000 
7472 

20 000 
1260 
1260 
1 260 
1 260 
1 260 
4W0 
7 WO 
8 820 

17255 
22800 

3C-Jan-93 
30-Jan93 
15Feb-93 
14-Apr 93 
30-Jun-93 
31 Dec93 
WJuC93 

10-Dec 93 
10-Jan94 
30-Jw94 
3C-Jut-94 
30-Apr 94 
17Mar94 
24-Apr 94 
31 JuC94 

OBNov-94 
30-JuI-94 
17 Jul-94 
17 Jul-94 
17 JuC94 
1 7 J W  
17JuC94 

31 Aug94 
OSDec94 
02 Nov g4 
08Nov94 
15Jw-95 

10807 
1 441 

467 
10685 
9 M 8  

14708 
1 571 
4714 
5 500 

10999 
11924 
8 381 
2524 
1 125 

18460 
2 155 
5 769 

363 
363 
363 
363 
363 

1 154 
2019 
2 544 
4 977 
6 333 
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BICSN made considerable progress in t h s  area, helping to develop all the 
franchsing systems for the first two black franchsing compames in South Afhca Alex 
Hair International and Zach7s Tyre and Exhaust Below are selected descriptions of 
clients who have chosen the franchsing method of distlrbution, as well as a complete 
list of fianchsed compames BICSN helped to create 

Alex Hazr After worlung wth ths  company a 
Alex Harr lnternatlonal 
The Computer School 
The Kdchen Centre 
Zach s Exhaust & Type 
Equal Access 

~ ~ 

under Corporate Procurement TAF contract, 
BICSN d e t e m e d  that it represented an ideal 
fi-anchsing opportumty BICSN7s F&L Divlsion 
then worked with Alex Har  to create a fi-anchse 

Phone Spaza operation After a full exarmnation of Alex Hair's 
Lapa Foods (Clover SA) franchsmg manuals, one gves BICSN an 

unquahfied "A" on the fimshed product We note 
that a successll franchse was created for a company that originally had few elements 
of sound business structure or procedures normally expected of an exlstmg enterplrse 

The Kztchen Centre expressed satisfaction with the BICSN alliance, stating that 
whle they were unable to fi-anchse the concept because of its nature, BICSN helped 
give direction to establish a distributorshp (license) Currently m e  Kztchen Centre is 
negotiating for the manufacture and dstlrbution of Damsh lutchen products in South 
Afhca, and its owner has received corporate sponsorshp to study business 
management at Wharton Business School 

Phone Spaza franchses telephone service and retad food outlets to black 
fianchsees m the townshps They have also sold an international Master Franchise 
Agreement to a USAID-finded project in Swaziland (Swazi Business Growth Trust) 
The company is gratell to BICSN for resolving their dilemma on how to expand with 
only company-owned umts, stating that franchsing is ideal for their concept They are 
also finding that BICSN has a good reputation in the black townshps, with a 60 
percent approval ratmg in areas where they have chosen to franchse 

LAPA Foods (Clover SA) is a franchsed business placed in the townshps 
under the ownershp of black franchisees These shops retad nutritious d a q  and staple 
food products, featuring clean, attractive untts, sparkling personnel, and low prices 
BICSN was recommended to Clover SA by FASA Clover imtially approached BICSN 
with caution thdung they were just another ccfinding'7 orgamzation, but found that 
then- expertise in fianchlsing was real and slncere They received professional advlse 
and quahty mputs from BICSN's F&L vlce president 

Intermews were conducted mth representatives of these compames, who were 
quick to gve  BICSN credit for its professionalism and tecbcal  assistance procedures 
The only exception would be E m  an executive and management recruiting 
company that required assistance m prepamg an operations manual The company 
found ass~stance to be costly and inadequate That aside, the franchser stated that 
BICSN's semces were helpfd m getting hun started, and that it was unfortunate that 
BICSN was closing down 
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BIZ> 
Flnal evaluatron report 

Maxr Movles 
Nike 
Old Chang Kee 
Phone Spaza 
Professional Carpet Systems 

I lntematronal Master Franchrse Agreements 
coverall 
Domino s 
Fast Frames 
FU turekids 

Amencan franchsing compames to the 
BICSN table for negotiations with 
interested parties in South h c a  The 
International Franchse Association (IFA) 

Internat~onal master franch~se 
agreements (IMFA) Through its presence 
in international fianchsmng, S~bley 
International, Inc was able to bnng several 

There were several constraints affectmg IMFA activity, some of whch were 
touched on earlier Many of the bigger names in franchsing choose to do therr own 
negotiating in the international arena and come up wth  their own candidates for an 
IMFA In addition, whde BICSN's F&L component orignally targeted IMFA-style 
operations, it became clear to the team that the typical BICSN client lacked the 
managerial and financial wherewthal to become a master franchse holder For t h s  
reason, following the 1992 IFA conference, the project determned that other forms of 
franchslng were necessary to maxlmze opportumties for the black entrepreneur 

Steamatic 

The evaluation team looks at the above list of IMFA transactions as adequate 
for the project time frame We are more interested in the outcome of these businesses 
in the market five years hence, than in the quantity of transactions in ths  category 

was also successfd in the same manner 

Local SA Franchrse Opportunrtm 
Afma Hut Restaurant 
Battery Center 
Black Steer 
Bntish Petroleum 
Cape Afnca 
Chrcken Licken 
Decadent Donut 
Fasfit 
Glowgetters 
Jetline Pnnt 
Kwrk Kopy Prmting 
Madame et Monsreur 
Milky Lane 
Mr Rooster 
Nando's 
Pam Zlmmerman 
PosfNef 
Shoe Save - Spurs Steak Ranch - 
Steers 
Sweets From Heaven 
The Drain Surgeon 
Worldw~de Refinrshing 

sub way The list of compames in the sidebar 
includes some major franchsers as well as smaller compames 

Local South Afr~can franchise opportumt~es 
BICSN was successll in helping to secure an 
impressive list of black franchsees m many areas of 
franchsing where they had prewously been 
excluded However, although the project exceeded 
its targets, we feel that the number of new 
franchsees brought to the table is insufficient 
compared to the magmtude of the need Our 
expenence corroborated the financial constraints 
identified m Chemomcs' 199 1 Proposal To Provzde 
Technzcal Asszstance To BICSN, and many other 
studies and reports In too many mstances, potential 
franchsees faded in their attempts to enter the 
manstream economy because of thex mability to 
borrow 

Nevertheless, it is precisely at the level of the 
fi-anchlsee that fi-anchmng can make tts most 
important contnbution to black empowerment, and a 
critical mass of whte participation (from franchisers 
and bankers) can make a real difference 
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Over time, we beheve that pressure on lending institutions and franchsers w11 
increase, under downward political pressure and the upward thrust of black ambition 
Intermews wth members of the banking community, for example, revealed that they 
were b e p m g  to offer some financing in ths  area However, ventures wth PDGs are 
few in number Some risks will have to be taken to prove, in numbers, that the formal 
sector is c o m t t e d  along wth the rest of the country New franchsees feed the 
fianchsmg concept Without franchsees there is no franchsing~ 

Creatlng dlstrlbutlon systems In nontradrtlonal markets Ths category is 
most indicative of BICSN's resilience and ingenuity in identifymg small business 
opportumties in the black cornmumty BICSN took steps to create new fianchsing 
concepts from scratch, concepts that are low-cost and capture local slulls and know- 
how Ths area of franchsing continues to be one of the most dynamc and accessible 
options for would-be entrepreneurs 

D~stributron Systems m Nontraditronal Markets 
Chrcken Delight 
Chrppies 
DIY Homebuilders 
Edutak 
Environmental Brotech 
Flamrngo Dry Cleanrng 
Jolly Joe Ginger Twrst 
KBG Security 

r Kenny's Bnck 'n T,le 
King Bear 
Maluka Sewing School 
Mbonde Solar 
Prem~er Mrllrng 

0 Roboclean 
Toby's Fast Food 

0 Wshbone Gnlled Chrcken 

Kennv 's Brzck 'n file began as an 
inquiry about how to fkanchse an auto 
accessones product, but the concept 
was eventually abandoned because of 
the tax1 discord Ths entrepreneur, 
Kenny Siphay, later became the first 
black franchsee for the nation's largest 
bnck manufacturer, Corobnck (Pty) 
Ltd and the first independent outlet to 
distribute bricks in Soweto In 
addition, t h s  entrepreneur has made 
many innovative contnbutions to 
improve marketing of retail brick and 
tile products BICSN has worked 

extensively wth Mr Siphay throughout h s  efforts to  create what is now a hghly 
successful retad fianchse operation 

Cash For Schools was founded to teach black school chldren how to rase 
money for school social events The concept has introduced fundraising schemes whle 
concurrently transmtting entrepreneunal slulls to young black South Ahcans At the 
time of ths  writing, there is a pending agreement wth Coca Cola that would formally 
imtiate Cash For Schools on a nationwide basis 

Coke is also contemplating the creation of a franchwe company to bnng "tuck 
shops" (snack shops) to more than 20,000 black schools in South Afrlca Other 
suppliers would jom Coke m ths  new fianchse enterprise, fomng a network of major 
wholesale suppliers and dehvery systems that have been customzed for ths  concept 
The potential number of new fi-anchsees (1 e , tuck shop owners and operators) is 
astronomcal In fact, the size of the new fi-anchsing company as contemplated would 
generate nearly double the number of fianchsed outlets operated by McDonalds The 
real importance of the project, however, lies in the economc empowerment that would 
occur for dsadvantaged educational institutions and commmties 
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Another concept supported by BICSN IS called Edutak, whch focuses on black 
pre-school chldren Referred to BICSN by the Council for Scientific and Industrial 
Research (CSIR), t h s  program lnvolves tramng systems and programs for pre-school 
teachers It is very franchsable for South Afnca and mll have a major Impact on the 
quallty of education provlded to black chldren 

84 Conferences, seminars, and workshops 

It IS m t h s  area of operations that we feel BICSN excelled Of the many 
conferences, semnars, and workshops sponsored by the project, probably the most 
important was the 1992 International Franchse Conference, the first ever to be held ln 
AfIlca The conference was attended by more than 200 ~ndivlduals and representatives 
of 133 businesses It was so successfid that it became an annual occurrence and a 
keystone event for the project By the thrd conference, attendance had men to nearly 
500, with more than 200 compames represented 

TABLE V 2 Franch~s~ng and Licensmg conferences semmars presentat~ons workshops and meetlngs 

Code I Tltle 
I 

FROOAW 
FROOlC 

FROOlW 
FR002W 
FROO3W 
FROO4W 
FROO5W 
FROO6W 
FROOW 
FROOBW 
FROOZC 
FROO9W 
FROlOW 
FRO11W 
FROIZW 
FR013W 
FR014W 
FROISW 
FROl6W 
FR01W 
FR018W 
FRO19W 
FROZOW 
FROZIW 
FR022W 
FR023W 
FR024W 
FR025W 
FROOIF 
FROOZF 
FROZBW 
FROO3C 
FROO3F 
FROO4F 
FROOSF 
FROOBF 

Formlng Venture Partnerships to Purchase Franchlse Master Llce 
lnternatlonal Franchlse Oportunltles 

Franchlsmg as a Buslness Format 
Franchlslng as a Busmess Format 
Franchlslng as a Buslness Format 
Franchlsmg as a Buaness Format 
Franchlslng as a Buslness Format 
Franchlsmg as a Busmess Format 
Franchlsmg as a Busmess Format 
lnternatlonal Master Franchlse Agreements 
lnlernatlonat Franchise Opportunltles 
Flnanclng Franchlse Operat~onslFurnlture Medic Demonstrations 
Promoting U S Franchisors Entry lnto SA Phase 1 
Promotmg U S Franch~sors Entry lnto SA Phase 2 
Venda Franchlsmg Workshop 
Glyane Franchlse Workshop 
Wltbank Franchlsmg Workshop 
Prlansberg Franchlse Workshop 
Rustenburg Franchlse Workshop 
Port Elizabeth Franchlse Workshop 
Swazlland Franchise Workshop 
Bloemfontein Franchlse Workshop 
Welkom Franchlse Workshop 
Johannesburg Franchtse Workshop 
Swazlland Franchlse Workshop (2nd) 
Mmabatho Franchlse Conference 
Franchlslng Workshop 
Watcor Workshop 
Franchlse Forum 
2nd Franchlse Forum 
Futura Workshop 
3rd lnternatlonal Franchlse Conference 
3rd Franchlse Forum 
4th Franchlse Forum 
5th Franchlse Forum 
6th Franch~se Forum 

I Total I Total I 

D 
From = 

23 Jan 93 
09 Dec-92 

29 Jun 93 
OPJul-93 

11 Aug 93 
01 Sep 93 
02 Sep 93 
03 Sep 93 
09 Sep 93 
08 NOV 93 
09 Nov 93 
17 Dec 93 
28 Jan 94 
03 Mar 94 
07 Apr 94 
08 Apr 94 
14 Apr94 
20 Apr 94 

18 May 94 
18 May 94 
23-May 94 
02 Jun 94 
03 Jun 94 
04 Jun 94 
10 Jun 94 
17 Jun 94 
14 Jul 94 

27 Aug 94 
09 Aug 94 
29 Nov 94 
21 Sep-94 
01 NOV 94 
13 Dec 94 
10 Jan 95 
14-Mar 85 
11 Apr 95 

Duratlon 
In hours  

Tota l  
art iclpants 

Tot Person 
on tac t  hou rs  

244 
3 600 

5 6  
145 
2 1 

138 
I 3 8  
84 
2 1  
4 6  

3 040 
5 0  
27 
2 1  
3 2  
12 

426 
116 
240 

77 
168 
9 2  

f f 6  
192 
352 
220 
602 

66 
16 
22 
24 

7 808 
105 

16 
8 1 
66 

I I 

Tota l  
companles 

23 Jan 93 
10 Dec 92 

29 Jun 93 
09-Jul-93 

11 Aug 93 
01 Sep 93 
02 Sep 83 
03 Sep 93 
08-Sep 93 
08 Nov 93 
10 NOV 93 
17 Dec 93 
2&Jan 94 
03 Mar 94 
07 Apr 94 
08 Apr 94 
lCApr 94 
20 Apr 94 

18 May 94 
18 May 94 
23 May 94 
02 Jun 94 
03 Jun 94 
04 Jun 94 
11 Jun 94 
17 Jun 94 
14-Jut 94 

27 Aug 94 
09 Aug 94 
29 Nov 94 
21 Sep 94 
02 Nov 94 
13 Dec 94 
10 Jan 95 
14 Mar 95 
11 Apr 95 

I pe rson  I 

Johannesburg 
Johannesburg 

Kempton Park 
Thohoyandou 
Bloemfontein 
Port Ellzabeth 
Um tata 
Durban 
Gugulethu Cape Town 
Johannesburg 
Johannesburg 
Johannesburg 
Johannesburg 
Johannesburg 
Venda 
Giyane 
Wtlbank 
Pllansburg 
Rustenburg 
Port Ellzabeth 
Swaziland 
Bloemfonfeln 
Welkom 
Johannesburg 
Swaziland 
Mmabatho 
Swaziland 
Johannesburg 
Johannesburg 
Johannesburg 
Johannesburg 
Johannesburg 
Johannesburg 
Johannesburg 
Johannesburg 
Johannesburg 

I cornpanles I con tac t  hou rs  I 1 con tac t  ;y,; 1 Totals I f 750 1 758 1 189 00 1 I 
Number  o f  events 3 6  

Begimng with the second annual conference, BICSN was able to leverage 
non-project moneys from corporate sponsors and franchsers to cover out-of-pocket 
costs, including the rental of conference facilltles at a major Johannesburg hotel Thts 
strategy proved to be effectwe in attracting widespread Interest among mamstream 
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businesses in South Africa as well as internationally, thereby maxlrmzing contacts 
between ths  commumty and black entrepreneurs The conferences also attracted 
considerable medla coverage and raised the profile of BICSN's fianchsing actlaties 
generally 

The first International Franchse Conference was held prior to BICSN's 
reorgamzation But ~t was only after rmd- 1993, mth the hrmg of a hll-time 
fianchsing professional, that BICSN's fianchsing education program began in earnest 
Records indicate that 36 events were held in a 27-month period, or roughly one and a 
half events per month in every commercial center in South Afnca, as shown in Table 
V 2 The distribution of these events over the years is shown Table V 3 and Figure 
V 1 The year of 1994 was the peak year, the data for 1995 cover only until the end of 
May, when the franchsing component of BICSN was closed 

Table V 3 F8L training by year 

Educational and 
informational events of ths  
lund are the life blood of 
fianchsing Those who attend 225 401 I 750 

franchsing sermnars are Personldays 450 2 310 

empowered to take the next 
step by formulatmg a concept and contacting professionals mth expertise in 
fianchsing to work through 
their plans 

F~gure V I F&L tralnlng, by year 

Because of the hgh 
25 

profile BICSN acheved m 
F&L, BICSN staff were in 
demand for spealung 20 

engagements, meetings, and 
sermnars orgamzed by other I 5  

entlties In addltion to 
BICSN's own schedule of 10 

events, the Vice President 
for F&L was invlted to 5 

speak at presentations 
sponsored by the following o 
orgamzations 

NAFCOC Natlonal Afrlcan Federated Chamber of Commerce 
SACOB-ABSA SA Chamber of Commerce and Amalgamated Banks of SA 
RAPPORT-ABSA Major Afr~kaans newspaper group and Amalgamated Banks of SA 
FASA Franch~se Assoc~atlon of Southern Afr~ca 

I ESClSA lnternat~onal Executive Servlce Corps of SA 

SBS Strateg~c Busmess Servlces 

STANDARD BANK Jomt tra~nlng series w~th Standard Bank 

SWAZILAND Jomt effort wlth Swazi Busmess Growth Trust 
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Also important m the realm of fianchsing education was a BICSN study 
comrmssioned by Sibley International and wntten by Phlip F Zeidman and Andrew P 
Loewinger, A Report on the Legal Envzronment for Franchlszng zn South A h c a  This 
report served as a invaluable tool for South h c a n  legal and regulatory bodies 
responsible for developing fianchsing practices 

We would hke to make one final observation, further to BICSN's business 
education objectives We would suggest that hture projects develop a strong alliance 
between fkanchsing actimties and academa Academa is generally slow to recogme 
fianchsing as a business activity worthy of study, or to develop an adequate 
curriculum at any grade level Perhaps the failure of busmess education programs to do 
so is part of the reason for the attentton BICSN received m bmging franchstng 
concepts to the fore 

8 5  Franch~se Assoc~atron of Southern Africa (FASA) 

BICSN has had a major Impact on FASA, South Afhca's whte fianchse 
associatron, whch has historically been dormnated by conservative bustness interests 
Over the course of the BICSN project, FASA has come to new BICSN as a partner in 
advancmg the concept of fianchsmg and providing semces to fianchsed businesses 
FASA has also gradually become aware of the advantages to incorporating black 
entrepreneurs Into the fianchse movement 

BICSN, in effect, has benefited FASA and complemented ~ t s  efforts by 
spreading the word about the fianchsing method of distribution, and thus elevating the 
status and prestige of the association, by introducing new fianchsing concepts to 
South Afhca, and by introducing potential franchsees to member comparues in search 
of new markets 

BICSN has also fulfilled its responsibility to PDGs by increasing the 
comtment  of a major South Afhcan busmess association to the notion of market 
entry for black businesses BICSN did so by becomng not only a FASA member, but 
an tnfluential member of the board of directors It has used ths  rnfluence to brmg about 
concrete policy and orgamzational changes As a result of ths  interaction, FASA has 
amended its charter and bylaws to be more supportive of black fianchse efforts and 
has unplemented an affirmative action program, chaired by former VP Robert PlrtIe In 
the preparation of thls report, the evaluation team attended a sermnar cosponsored by 
FASA and Future Bank, designed to introduce PDGs to the world of fianchsing 

These efforts are s td  vlewed with caution by many black entrepreneurs 
Although recently ~nvlted to jom FASA, several black entrepreneurs who are former 
BICSN cbents chose mstead to form their own franchsing orgamzatlon, the Franchise 
Institute (see below) FASA lmtially saw the Franchse Instttute as a threat to its own 
actimties, but cooperation and support between the two orgamzations has tncreased of 
late It is now estimated that wthm two years' time, the two orgamzations wll merge 
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As of June 1995, the franchsing and licens~ng component was thought to be 
self-sustaimng in the pnvate sector Thus when Robert Pirtle's tour of duty ended, the 
F&L component of BICSN was closed For many months, as of ths  wntmg, 
franchsing work has been carried on by a variety of private imtiatives and advocacy 
groups 

In the aftermath of BICSN's F&L endeavors, and wth continued support from 
former VP Bob Pirtle on a pnvate basis, several former BICSN fianchsing clients have 
joined together to form a black fi-anchsing association known as the Franchse Institute 
(see also above) Ths orgamzation has proved to be successfU1 m resolving problems 
on behalf of its members and prowding a forum to take advantage of new 
opportumties 

Months after the closure of BICSN's F&L component, there is concrete 
evldence that franchsing in South Africa has taken on a life of its own--has become 
truly sustamable One of the pnmary indicators of success in the logframe is media 
coverage In ths  respect, BICSN can claim very hgh marks 

All of the major pubhcations devoted to economc and business issues in 
Southern Afirca have featured articles on fianchlsing as a new growth opportumty, 
particularly for black entrepreneurs Former VP Robert Pirtle estimates that since md- 
1994 and contmuing to the present, BICSN fianchsing efforts, including h s  own 
work, have been featured in an average of two or more newspaper and magazine 
articles per month Ths is in addition to telewsion and radio coverage and countless 
requests for spealung engagements 

Publ~cations that have featured BICSN include Enterprzse, Own Your Own 
Bussness, SUCCESS, Entrepreneur (in Enghsh and Mkaans), Afizcan Busmess, The 
Busmess Owner, 7he Porqoho of Black Busmess zn South Afizca, The Star, and every 
other major newspaper m the country South African 
interest in the project is an extraordinary credlt to the & proJected 

BICSN staff Mr Pirtle attributes media interest to of BICSN franchise cl~ents 

the fact that m the aftermath of apartheid, the press 
Rands was lookmg for success stones The fact remains 

that BICSN wrtually single-handedly introduced the 
concept of black franchsing to South Ahca through 
~ t s  IFA conferences and other tramng activities 

C Project ~mpact 

C1 Increased turnover of BlCSN 
franch~se chents 

Table V 4 provldes the actual and estimated 
turnover figures (gross sales) of BICSN-assisted 
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franchse clients Building upon the momentum at the end of the project in 1996, when 
the turnover was R8 lm, we estimate the cumulative turnover of franchse clients will 
be R140m by the year 2,002 Figure V 2 displays the projected turnover growth 

C2 Conversrons of 
BEs Into franchisers 

F~gure V 2 Actual and projected turnover of 

T q e t s  At least four 
conversions of BEs into 
franchsers, assisted by the TAF, 
wth an average of SIX fi-anchsees 
each (24 new franchsees total) 

Remlts Six new franchse 
compames were converted from 
exlsting businesses, creating a total 
of 69 new franchsees, whch in 
turn have hued 252 employees 
BICSN exceeded its targets in ths  
area by 50 and 180 percent 
respectively 

BICSN franch~se chents, by year 

C3 "Engrneered" BE 
franchrsers 

Tatget At least two engmeered BE franchsers, averaging five franchsees 
each 

Results Seventeen compames and black entrepreneurs were helped to expand 
their distribution systems into nontraditional markets, or 850 percent of target 

C4 lnternatlonal master 
franchrse lrcensees 

Target At least six BEs as 
international master franchse licensees, 
averaging four franchsees each (24 
total) 

Results Twelve new IMFAs 
were negotiated mth BICSN assstance 
Unfortunately three were temnated for 
economc reasons The total number of 
survimng IMF As exceeds BIC SN7 s end- 
of-project targets by 50 percent New 
IMFA entrepreneurs have sold franchses 
to 103 additional entrepreneurs (429 

F~gure V 3 Jobs created through F&L cl~ents 
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percent of the target) New fi-anchses have resulted In creatmg an estimated 1,554 new 
jobs by 1996, as shown in Figure V 3 

C5 Licensees of compet~twe products, services, or processes 

Target At least two BEs as licensees of a competitive product, service, or 
process 

Reszrlts F&L work done with Kenny 's Brrck 'n Tde, m e  Kztchen Centre, and 
Nzke satisfl these targets 

C6 Sk~lls-based workshops 

Target At least 10 skdls-based workshops delivered to black franchsers, 
fi-anchsees, or licensees 

Results During the BICSN franchise program, 36 presentations and skdls- 
based workshops were held for black franchsers and fi-anchsees, 280 percent over the 
target As a result of these workshops, as well as TAF assistance, 67 aspirmg black 
entrepreneurs were helped m their efforts to become fi-anchsees of South African 
fianchlse comparues, and an estimated 1,554 new jobs were created 

C7 Black consultmg fwms 

Target At least four black consulting firms with expertise in one or more areas 
of franchsing (1 e , conversions, engieemg, financial andlor legal structuring) 

Results The project worked repeatedly wth Madhlopa Attorneys, Ebony 
Management, Svho Dhladhla Fznanczal Servrces, and Pather We find that t h s  
target was met by the project 

C8 Manuals, plans, agreements 

Target At least three sets of sample manuals, plans, agreements, and 
documents for three different BICSN-assisted fianchlsers, for use as "models" for 
future fi-anchse engineering or conversion 

Results The fianchse systems designed for Alex Hazr Internatzonal, Zach 's 
Exhaust & Tyre, and Phone Spaza amply satisfied these ambltlous targets As 
mentioned before, the creatlon of a fi-anchse concept is a complex process The fact 
that BICSN was able to carry out three of these w t h n  a short tlme span IS remarkable 
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Section VI: Growth, mergers, and acquisitions 

A Project des~gn Growth, mergers, and acquls~t~ons 
(GM&A) 

A1 GM&A mission and objectives 

The mssion of BICSN's Growth, Mergers & Acquisitions (GM&A) 
component was to promote the development and competitiveness of black 
entrepreneurs and enterpnses (BEs) as mamstrearn enterprises through equity 
ownershp and joint ventures The project was also designed to improve access of BEs 
to cornmerclal bank credit by drawng on appropriate American models Ths was an 
ambitious mandate glven the environment of South Africa at the time The nsk was 
judged to be acceptable, given the goal of equitable black participation in South 
Afhca7s economy 

Through the efficient use of the Techcal Assistance Fund (TAF) and other 
means of ~mplementation, BICSN expected to meet these objectives 

To develop "bankable" business plans, that is, to wnte and present plans that 
would be accepted and hnded by the formal banlung sector 

To foster the competitiveness of BEs through linkages wth established South 
Afrtcan enterprises by promoting superior products and processes and raising 
management shlls 

To help outstanding BEs with the requisite management and techcal slulls to 
acqulre compames 

To educate and use hgh-potentla1 black consulting firms in the structunng of 
acquisitions and financial presentations 

To address in a creative way the bias of conservative, formal sectors against 
BEs by supportmg loan guarantee schemes, cash-flow-based lending and 
secured asset borrowng by BICSN's clients 

To work wth the more progressive bankers to overcome the applicat~on of 
conservative cntena to newly emergmg BEs 

A2 GM&A strategy 

GM&A was to be private-sector-driven Perhaps even more than BICSN's 
other two components, lt addressed ~ t s  interventions at hgh-potential black enterpnses 
whose corporate profile was in line with expectations m the formal financial sector 
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BICSN was designed to use collective national and international expenence to 
expand opportumtles for black business beyond the confines of traditional black 
business undertalungs--construction, social and personal services, and wholesale and 
retail operations, especially small retail operations--into every segment of the 
mainstream economy Objectives would be aclueved by applyng a two-pronged 
strategy on the one hand, helping black enterprises to package loan applications to 
assure that they received due consideration from financial institutions, and on the other 
hand, formng workmg relationslups with South Afircan banks to reach out to BEs, 
using lending approaches developed for disadvantaged businesses in the Umted States 

Other networlung strategies to support thls effort included developing worlung 
relationships mth ma~nstream corporations that were mllmg to participate ln joint 
ventures, developing linkages mth various orgamzations and other donor-funded 
programs to upgrade managenal and techcal  sMs, and using black consultmg and 
legal firms for TAF assistance, t e m n g  them up with manstream firms as necessary 

Throughout BICSN's existence, South Africa has been in the mdst of a 
tremendous transition The transfer of political power to the majonty was the fist step 
towards equity, but true panty will only come about when economc assets are 
transferred to the hlstoncally disadvantaged population %le most South Afhcans 
realize tlus fact, there is substantial gap between theory and execution 

The BICSN project was designed to close the gap in very particular ways It 
addressed itself to the cclending requirements gap" whereby black busmesses have 
insuffiaent knowledge of the requirements of formal financial institutions and 
programs, a simlar kmd of knowledge gap with respect to techcal, legal, financial, 
and tax structuring requirements for joint ventures, tenders, and acquisitions, and, on 
the part of the financial estabhshment, a "nsk management knowledge gap" concemng 
black business lending in general 

The evaluation team finds that generally spealung, the contractor's inputs In 
GM&A were well thought out They were also effective m addressmg the needs of 
selected BEs, and m closing certam expenential gaps The flaw, if Indeed there was 
one, was not in the means of intervention Rather, the difficulty was in the very nature 
of venture capital mvestment The latter requires a long-term comrmtment of nsk 
capital, the acceptance of the formal b a k n g  sector, and a fairly large pool, or cntical 
mass, of managenally expert business entrepreneurs These conditions are not yet 
present in South Afilca 

BICSN attempted to confront these realities through traimng, techcal 
assistance, and fimding for speaalized business semces What the program ultimately 
lacked was long-term nsk equlty The irony is that nsk capital is not comfortable 
investing in unstable environments, and South Afk~ca is Lkely to remain unstable until 
nsk capital assists in transfemng assets to the majonty population Tlus issue is 
discussed further under subsection B4 below 
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B1 Human resources 

GM&A suffered more than the other two components from a lack of human 
resources dedicated solely to that component After 1993 and the reorgamzation of 
BICSN, the new chef of party, Fernando Bertoli, was assigned to work part-time on 
GM&A m addition to h s  many other duties In January 1994 a w e  president for 
Growth, Mergers & Acquisitions joined the BICSN team, yet he remamed wth the 
project only one year and appears not to have contributed substantially to the deal flow 
of quality transactions After the VP resigned, GM&A responsibilities reverted to the 
chef of party on a part-time basis Nor were there any jumor staff wth corporate 
finance expenence dedicated to GM&A 

AnaZyszs GM&A work is labor intensive The number of tasks is onerous 
generating deal flow, performng due dihgence, computer modehng, and sensitivity 
analysis, negotiating and closing transactions Moreover, these tasks must be carried 
out more-or-less s~multaneously for all deals m the pipehe GM&A is also a discipline 
with a low success ratio, requiring a large pool of potential transactions to close a 
single deal A normal success rate, in fact, ranges from 1 100 to 1 200 If the Naledi 
Oil transaction closes, BICSN will have acheved a 2 in 21 success rate Ths is a credit 
to the talent and dehcation of BICSN executives 

Nevertheless, the evaluation team finds that the lack of fblly dedicated human 
resources for most of BICSN's project life represented a serious constraint for 
GM&A Even wth  the use of TAF to supplement long-term expertise, the team 
estimates that BICSN would have required at least three fbll-time staff members to 
generate sufficient deal flows to acheve project objectives Interestingly, ths  estimate 
is in h e  wth BICSN's own plans the work plan of January 1994 prowdes for a fbll- 
time vice president for GM&A, one general manager m corporate finance, and a half- 
time business development manager 

With hndsight, one can see that in the absence of fbll-time staff, it mght have 
been productive to train a core group of interrnedianes, such as local accounting and 
law firms, to act as a screen for acceptable transactions Ths strategy mght have 
generated a larger number of transactions, although it probably would not have 
allewated resource constramts for many other steps in the GM&A process 

B2 The Techn~cal Ass~stance Fund (TAF) 

Gwen its staff complement, GM&A dld remarkably well to semce 19 clients 
under the TAF, producing 36 separate, dlrect intervent~ons (see Exhbzt V7 1 TAF 
contracts zn the Growth, Mergers and Acquzsztzons dzvzszon, at the end of t h s  section) 
Interventions tended to fall Into two categones either helping client businesses meet 
the requirements of lending institutions through the preparation of busmess plans and 
strategies, or helping black entrepreneurs with the mechamcs of the acquisitions 
process The breakdown of interventions is as follows 

13 business plans 
4 market/industry studies 
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10 feasibdity studies 
3 acquisitions proposals 
6 strategic plans 

Of greater sigmficance than the actual number of interventions is the profile of 
black businesses that received TAF 
assistance Whle a few businesses 
matched the traditional profile of 
small retail or service operat~ons, 
BICSN7s GM&A dlvlsion broke 
new ground in assisting blacks who 
were aspiring to enter into many 
nontraditional areas insurance, 
publishmg, advertising, radio and 
television broadcasting, chemlcal 
manufacture, the automotive 
industry, and the oil industry The 
expansion into new business 
territory represents one of GM&A7s 
major contnbutlons to the 
development of black enterpnse and 
the creation of new wealth 

Figure W I GM&A TAF contracts, by year 

n 

There also is ample evidence that despite constraints, BICSN assistance under 
GM&A was gathering momentum Figure VI 1 shows that there were only 3 
interventions in 1992,9 mterventions in 1993,7 interventions in 1994, and 17 
interventions in 1995 and early 1996, 
when the project was closing If these Figure VI 2 Value of GM&A TAF contracts by year 

figures are interpreted correctly, the 
marketplace was begimng to react 900 000 

well to BICSN, and momentum--so 800 000 

important to deal flow--was at last 700 000 

being acheved Likewise, Figure VI 2 600 000 

shows that the value of direct TAF G 500000 

interventions in the GM&A area was ,,,, 
R1,057 5m for the penod of 1995 and 

300 000 
early 1996, compared w~th a total of 

200 000 R799,088 for the pnor three years, 
1992- 1994 In spite of the very 100 000 

lirmted human resources assigned to 0 
1992 1993 1994 1995 1996 

GM&A, as discussed earlier, the 
number of interventions, the amounts disbursed, and the potential quality of the 
transactions has improved over time Certsunly, with projects such as Naledi Oil 
currently in BICSN books, and the quality of these interventions, the possibility of 
malung hrther substantial contnbutlons to BE empowerment appears wlthm reach If 
the Naledi transaction closes, BICSN wrll have acheved a remarkable success rate 2 
successes out of 36 interventions versus a usual 1 in 100 ratio in equity transactions 
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A final observation concermng the TAF has to do with BICSN's requirement 
for cost-sharing Beginning with the re-structuring of the project in September 1993, 
the TAF guidelines required the G&M client to make a co-payment of 30 to 50 percent 
to the TAF servlce provider The percentage of the contribution depended on 
transaction size and strategic sectoral importance The co-payment schedule for 
acquisitions was a sliding schedule that required the client to pay 20 percent of the first 
R100,000, 10 percent of the costs between R100,OOO and R300,000, and 5 percent of 
all amounts over R300,000 

In actuality, client contributions for TAF assistance were below these 
guidelmes as BICSN carned the costs of the &can Life transaction Nevertheless, 
the evaluation team finds that cost shanng was effective, first, in screentng the client 
base to detemne whch clients were senous enough about their projects to accept part 
of the risk, and second, in stretchmg the available moneys of the TAF Ths 
lrnplementation strategy was also in keeping with BICSN's overall commercial 
orientation, wth new trends in the design and implementation of foreign assistance, 
and mth the concept of reducing a "dependency syndrome " 

63 GM&A seminars and workshops 

BICSN used conferences, semnars, and workshops to provide management 
and industry-specific techcal slalls to hgh potential black enterpmes In all there 
were 12 GM&A workshops servicing 188 participants from 72 compames, as shown m 
Table Vi 1 

Tatal Tatal Dur;thon C 
parhapants conparues lnhws From 

Workshops covered the followmg subjects doing business mth foreign investors, 
company presentations demonstrating investment opportuntties in black businesses to 
bring together black investors and BEs seelung capital, a semnar in mergers and 
acquisitions, strategc planmng and management workshops, and several semnars on 
equity capital Most semnars were held in Johannesburg, although some events took 
place m Durban, Cape Town, and Founesburg 
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The Mergers and Acquisitions Semnar is an example of how GM&A used 
t r a m g  as a springboard to identi@ ways to improve transaction success potential The 
semnar was attended by a small but hgh-level group of corporate executives and 
black entrepreneurs The learnmg format involved an intensive three-day program 
devoted to the hndamentals of mergers and acquisitions, but it also presented case 
studies in deal-malung and engendered a discussion of South African market 
constramts to deal completion In assoctation wth Deloitte & Touche, BICSN 
compiled these materials into a manual that serves as a valuable introduction to 
mergers and acquisitions m South Mica  

B4 Equ~ty fund 

The Black Equity Capital Fund in the onginal project design was to dedicate 
US$5 mllion to take nmority equity positions in BICSN clients Ths hnd never 
materialized and was judged to be a desirable but premature intervention 

One of the lessons learned through BICSN is that it is not always sufficient to 
help BEs prepare "bankable" business plans The nsk profile for the typical black 
enterprise will still be too hgh for most commercial banks and traditional financial 
mtermedimes in South Afnca Unfortunately, the lack of equity financmg led to the 
loss of some important BICSN transactions, includmg the Oceana and Lucas deals 

BICSN endeavored to overcome th s  constraint through vanous studies and 
proposals devoted to equity fhding In May 1995, judgmg that the South Afncan 
environment was more conducive to a pnvate equity hnd, the project re-opened work 
in ths  area In collaboration wth Theta Securities, BICSN mtiated a senes of 
meetmgs to assess local interest in a managed private equity hnd to assist BEs in 
gaimg equity positions in manstream compames By December 1995, these efforts 
had proven unsuccessll as South Afncan institutional investors were not yet ready to 
assume the nsks perceived to be associated with ths  market Thus, efforts to establish 
the Egolz Capztal Apprecratlon Fund, mth a target of $100 mllion investment capital, 
were discontinued by the project At the time of the evaluation, the project was 
workmg on a re-designed concept, a quasi-equlty hnd, whch offers more promse 

The efforts to establish a pnvate equity hnd to assist PDGs in acquiring share 
ownershp and management experience in mainstream compames have underestimated 
the reslhence of local investors who have little expenence in managmg the risks 
associated with investments in t h s  market As the absence of equlty fbnding has been 
a major constraint in the project efforts, fbrther work in t h s  area is warranted The 
quasi-equity fhnd being investigated could be an attractive product to conwnce 
skeptical investors that the time has come to take some calculated nsks Someone has 
to take the lead in South Africa in showmg that econormc empowerment is not 
inconsistent mth commercial returns on capital 

USAID is in the process of developing projects to ensure the sustainability of 
BICSN interventions m GM&A, and to address the equity financing constrant One 
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such effort is the recently designed Equlty Access Systems (EASY) project Under 
EASY, dedicated TAF moneys will be used through local investment houses to help 
small and medium enterprises (SMEs) access both debt and equity capital from the 
formal financial sector The TAF d cost-share the due ddigence of an investment, in 
addition to helping wth ongoing after-care maintenance 

The purpose of t h s  actiwty is to bnng attractive, previously disadvantaged 
SMEs to the formal debt and equity markets, and to assist SMEs to prosper with after- 
care management EASY builds on the BICSN expenence by marrylng pnvate equity 
money to the TAF It also hopes to address the issue of hawg  a comrmtment or equity 
at risk as demanded by the formal funding sector 

USAID has also funded a development imtiative for Africa, in the US$IOO 
mllion Southern Athca Enterpnse Development Fund (SAEDF) Ths is a venture 
capital hnd that will work in conjunction wth local financial institutions to make long- 
term capital avadable to indigenous SMEs on a profit-dnven basis One half of the 
moneys dedicated to ths  project is for South Mica  There will be a US$IO mllion 
TAF set-aside for "transaction specific" assistance as well as pnvate sector 
development techcal assistance in the ten countries targeted by the SAEDF 

In a matter related to sustamability, it was unclear when ths  report was being 
wntten what effect BICSN's closing wll have on GM&A projects already in the 
pipeline or precisely when shut-down wdl take place Ths issue is relevant to the 
Naledi 011 transaction, a hgh-stakes acquisition that is approachmg closure The 
project has been worlung on th s  transaction for almost a year and has Invested 
considerable resources m it, whch it is set to recoup once the transaction closes In 
addition, there is also a contingency fee of 75 basis pomts (three-quarters of 1 percent) 
on the transaction, projected to be around R200m If the transaction closes, a great 
sustainability success d l  have been acheved via the creation of the BICSN Trust 
Fund to capture these proceeds andlor share options, as ongmally detailed m the 
BICSN January 1994-March 1995 Work Plan Ths trust should be set to capture the 
reflows estimated to be m the order of R2 0-2 5m Should ths  come to pass, BICSN 
wdl have acheved very hgh marks in commercial sustamabil~ty, demonstrating that 
economc empowerment and commercial returns are not an oxymoron in South Afnca 
Furthermore, m the context of dimmshed support for foreign assistance, t h s  would be 
a demonstrable efficient use of U S taxpayers7 moneys 

C GM&A ~mpact assessment 

The BICSN project's GM&A component did ass~st a core group of hlgh- 
potentla1 black busmesses The successes enhanced black busmess growth and 
profitabtlity and created new wealth We perform a quantitative analys~s of Impact and 
prowde a summary of two of BICSN's most v~sible success stones 
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I C l  Increases In BE equ~ty through acqu~s~t~ons 

With its re-structuring in September 1993, the project developed a viable 
strategy in the M&A area by offenng to provlde seed money to PDG-led consortia to 
structure acquisitions BICSN attempted 21 acqutsit~ons, as shown in Table VI 2 
below 

Table Vl 2 GM&A acquisitions prpeline 

BlCSN BlCSN xcluslvlty & 1 0 1 formal L d e n t h l i  BICSN $ue":,il:ncj Wuat lon I 
CLIENT 

1 

I Cumulatme long and short term levehf effort 414 2 

INDUSTRYISECTOR 

Some of these transactions are still pendmg and include enterpnses In the oil 

CONCLUDED 
Real Afnca 

30-Jun-95 

distribution, radio, telewsion, and medical 

Rands 

(c"w 

12 Apr 96 
1 

2 
3 

4 

Relattve to a total project budget of $70 2m 
and the rather modest human resources 
allocated to GMA the fact that BlCSN has 
been able to leverage $102 8m of equrty 
transfer and growth mth a potentral for an 
addrtronal$48m represents an outstandmg 
accomplfshment 

Lde insurance 

msurance semces 

OBSERVATIONS 

IN PROGRESS 
Stzwe Med~cal 

NaledJ NABFRA 
JFM Radfo 

WW Africa Investments 

The acquisrtion of Afr~can Life and 
the potential structuring of the Naledi Oil 
transaction are exammed quantitatively in 
Table VI 3 At the date when the Afrtcan 
Life transaction acqulsitlon became 
unconditional, the 5 1 percent acqulsitlon 
Interest represented a value of Rl6O 

160 000 

mlhon Purchased at a d~sclosed share pnce of 470~-@ 4 70) per share, the value of 
ths  equity stake, as judged by the pnce of the shares as of 4 Apd 1996 when shares 
were traded at 1250c (R12 50), had grown to R425 5m, as shown in Table VI 3 At 
the prevaling rates of exchange of the rand relattve to the dollar, the value of ths  stake 
grew fiom $4lm to $102 8m 
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Medical servlces 

Petrol & lubricants dlstnb 

Radlo broadcasting llcense 
TV llcense 

agreements 
signed (PlDs) 

SDec 94 

18-Apr95 

30-Dec 94 
10 Jaw95 

date 

108 

1 500 

200 000 

3 000 

pre-feaslblllty 
ended 

15 Oct95 

31 JuC93 

30 Jun-95 

Valuatlcn concluded for MBO 

Valuatlcn started acqufsmon of 150 petrol stations 

Regtonal radlo llcense Waltlng for IBA 
On gang Wafing for IBA 

B valuation 
started 

27 

31 
18 

5 

&due dl1 
ended 

30Sep93 1 0ct 93 15 Dec 93 
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Table W 3 Value of previously disadvantaged enireprenwrs equity leveraged by WSN 

Bsclosed Share price Estrrnated Est~mated value 
Transaction Transaction transaction as d annual d eqntyas of 

Date Value (RWOs) share pnce (rands) OQ-pPr-96 rate d grMh 4-Apr-96 (RMX)s) 

Afncan Me (51% of R318m captaluatron value) 28Feb-94 4 70 12 50 29 73 425 53; 

Naled~ Ckl (Projected for 2nd quarter 19%) Not avarlable Not ava~lable Not avadable Not ava~lable 

1 Rand totas pqected (mllm) 11 3600001 

Exchange (Rands per U S $) 3 9 Exchange(wnctsperUS$) 4 14 

Worlung estimates of the size of the Naledi Oil transaction are of the order of 
R200m Should ths  transaction close, the total value of equity transferred and its 
growth over time would amount to R625 5m At the preva&ng rate of exchange at the 
time of ths  evaluation (1 $=4 14 rands), t h s  value would be $1 5 1 m Relat~ve to a total 
project budget of $10 2m and the rather modest human resources allocated to GMA, 
the fact that BICSN has been able to leverage $102 8m of equity transfer and growth, 
with a potential for an additional $48m represents an outstanding accomphshment 
Relative to project budget, BICSN wll have acheved at least a 10 1 ratio wth the 
Afr~can L&e transaction, and a 15 1 ratio when and if the Naledi Oil transaction closes 

TableVI4 51% shareof actual 
& projected annual turnover of C2 Increases in turnover 
of Afr~can L ~ f e  (Rands '000s) 

Target The 1 994- 1 995 work plan for a 
51% of 1 51% of I three-person staffed M&A division specified an 

Flnanclal 
Year end 

wth project assistance 

31 -Mar-94 
31-Mar-95 
31-Mar-96 
31-~ar -97 
31 - ~ a r - 9 8  
31-Mar-99 

8 The turnover of other BICSN cllent f~rms IS Included In the Corporate Procurement and Franchlsmg 
sectlons Thus we hmlt our analysls here to the turnover of flrms where mterests were acqu~red 
through project assistance At the t~me of thls evaluat~on the Naledf and Slzwe transactions had not 
been concluded 
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Based on Afncan Llfe Assurance came to meeting its target of R6m increases in 
Annual Report 1995 turnover per year among its clients We 

concentrate on the turnover of those firms whlch were acquired by black entrepreneurs 

97 544 
167 618 
209 522 
251 426 
31 4 283 
392 854 

a m ~ l a t l v e  aggregate increase in turnover equivalent to R6m 
per annum among BICSN-assisted firms 10 BEs 

97 544 
265 162 
474 684 
726 110 
I 040 393 
1 433 247 

would have increases in turnover averaging 
R300,OOO per firm per year (R3m), and at least 20 
BEs would show increases in turnover of 
R150,000 per firm, per year (R3m) ~lthough m 
reality the M&A division functioned wth only 
one full-time person for a 12-month penod in 
1994, it is worth exammng how close the project 
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Results We exarmne herein the performance of Afizcan LIfe Assurance 
(AflIfe), a JSE-listed company, now 5 1% controlled by Real Afizca Holdzngs (RAH) 
whch is in turn controlled by Real Afrlca Investments ( M I )  through a 5 1% stake 
These compames are now 3 of the 12 black-controlled compames listed in the 
Johannesburg Stock Exchange (JSE), the AJge transaction, enabled by BICSN, 
became a cornerstone for the 
listings of RAH and MI F~gure ~ 1 3  51%of annual turnover, Afncan hfe 

The 5 1% of turnover (sales) 
figures of Aflz$e in Table 
VI 4 for 1994 and 1995 are 
based on actual 
performance, the figures for 
1996 and onwards are 
projections lo 

We estimate that, 
through thts BICSN- 
sponsored transaction, the 
value in sales or turnover 
attributable to the 5 1% stake 

/D Of curnulatw tk 

annual t u r m  

of RAEi in Aflzje wdl be 
R474 7m ($1 14 6m at the rate of 1 $ = 4 14 rands) Viewed agamst an aggregate 
project target of R3Om (R6m per year in turnover increases over the 5-year life of the 
project), we estimate that by March 1996, BICSN wll have exceeded thls target 
almost by a 16 1 ratio 

Considering the project budget of $10 2m , thts is a leverage ratio of 1 1 1 We 
hrther estimate that, at the conservative rate of growth of 25% per annum, the 5 1% 
stake of A$zjee's cumulative turnover will represent a value of Rl,433 2m three years 
hence, on 3 1 March 1999 Assurmng a rate of exchange of 5 rands to the dollar, ths  
would represent $286 tim, or a 1 28 ratio relative to the project budget Figure VI 3 
presents these turnover projections (in thousands of rands) over these years 

C3 Mergers and acqu~s~t~ons transact~ons 

Target At least six mergers and acquisitions transactions, with an average 
value of R4O mllion each, and wth black management and industry-specific slulls 
development programs in place 

Results The total aggregate implied target of six transactions at R40m each 
would amount to R240m With the R160m value of the Afr zcan Llfe transaction, 

BICSN was also lnvolved In the early structurmg of the Oceana F~shlng Group Ltd transaction but 
wlthdrew because of a potentlal confllct of Interest Eventually RAH acqu~red a 20 9% stake In 
Oceana vla ~ t s  share-holdlng In the Ocfish Holdrng company~~td  wh~ch has a 50 2% controlling stake 
In Oceana RAH and RAl were l~sted In the JSE w~th the acqu~s~t~ons of Amfe and Oceana In thew 
books together wlth stakes of 2 08% and 20 0% In MTN and NSA respectlvely 
10 As per flgures In the 1995 Annual Report (pp 2-3) for flscal years 1995 1994 and 1993 end~ng on 
31 March Aflrfe s total income grew 71 8% 53 6% and 44 4% respect~vely We have used the more 
conservative rate of growth of 25% per annum for our projections well below the 10-year hrstorlcal 
compounded rate of growth of 38% 
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BICSN is currently at two-thrds of its target If the projected Naledz Oil transaction 
closes, (estimated value of RZOOm), the project will have exceeded its target by 50%, a 
total value of R36Om in transactions concluded versus a target value of R%Om 

C4 Cash-flow-based lending 

Tarnet 100 commercial cash-flow-based loans mth a total value of R5 rmllion 

Results The project did not acheve th s  target In retrospect, ths  target was 
not formulated properly Even if the GM&A had been hlly staffed, t h s  target would 
have been difficult to meet as local financial institutions do very llttle casMow-based 
lending Further, grven the lack of experience of financial institutions in the market in 
whch the project operates, t h s  target was unrealistic 

C5 Workshops and seminars 

Target 20 workshops on corporate finance, joint ventures, and deal 
stmcturmg, znter alza, offered in collaboration mth local investment banks and 
financial mstitutions 

Results As shown in Table VI 1 earlier, there were a total of 12 workshops 
and semnars in GM&A m specified subject areas, or 60 percent of target The 
evaluation team views th s  achevement as satisfactory m the context of available 
resources 

C6 Success stones 

Ahcan L~fe Ths is GM&A's most visible success story In t h s  transaction, 
Real Afvzca Investments, Ltd (RAI), through Real Afvzca Holdzngs (RAH), purchased 
5 1 percent of Afncan Life from Southern Life RAI 1s a consortium of promnent black 
businesses, trade umons, pension hnds, and church groups Southern Life sold the 
controlling interest for R160 mllion or 470c a share It was the first time that a listed 
company of Anglo-Amencan ownershp was transferred to black control 

Not only did t h s  transaction empower BEs, but it continues to serve today as 
an exceptional role model The consortium consisted of black mstitutions, led by black 
entrepreneurs, and mth an estimated 1 2 rmllion black shareholders Equally important, 
the consortium managed to mobilize real capltal to acquire a commercial operation at 
market value Ths was not donor money, nor was it a dependent on government or 
parastatal favors or subsidies Importantly, tt was a transaction that would not have 
succeeded but for BICSN assistance 

Don Ncube approached BICSN in mtd 1993, when the acqu~sition group 
needed professional advlce on stmctumg, actuanal diagnostic, due diligence, and legal 
matters The group did not have the resources to close the transaction, and requested 
BICSN's help mth a feasibility assessment, an actuarial study, and financial analysis to 
support the acquisition proposal Mr Ncube has acknowledged m intervrews that 
mthout the resources of BICSN “African Life would never have happened " 
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Accomplishments in 1995 are as follows in the first year that RAH owned 
Mlcan Life, total income improved by 72 percent to R328,662,000 Ths 
improvement was the result of increases in all of the company's operating areas The 
net result was an improvement in net income of 42 percent, as net income jumped to 
R2O6,72 1,000 Ths represents an impressive performance, and it IS our understanding 
that 1996 continues t h s  trend 

As of year end 1995 total assets of Afr~can Llfe were R554 mlllon or an 
increase of 30 percent over 1994 There was an excess of assets over liabilities of 
approximately R2 15 mlhon, or a 27 percent ~mprovement over last year The stock 
price of h c a n  Life reflects ths  performance it has Increased from 470c at purchase 
to approxmately 1250c The appreciation of the stock has created wealth for all of the 
shareholders 

Naledz Oil/IVABFM BICSN has dedicated a considerable amount of tune to 
the Naledz Ozl project It is a complex transaction that has taken so far almost one 
year, at a cost of approxmately R650,000 Whde the cost is hgh, In fact, Naledi Ozl is 
representative of the kmd of project BICSN was deslgned to bring to market If the 
deal closes, the result d l  be a large Afhcan-controlled 011 company, agm,  breakmg 
new ground for black busmess in South Afhca 

The management of the company wdl consist of a core group of BEs who w11 
control 35 percent of the company, with the remamng 65 percent m the hands of the 
Nutzonal Black Fuel Retazlers Associatzon (NABFRA) Naledi Oil strategy w11 be to 
carve out, through NABFM, a mche distnbution system for gasolme The company 
will purchase 150 petrol statlons with buy arrangements wth  major oil compantes 
Naledz Ozl wll stock crude oil, refine bulk products and packed lubncants The size of 
the Naledi Oil transaction mll be approxtmately R200 mlhon, wth a conservative 1 1 
debt to equrty ratio 

Like the Afican Lrfe transaction, the size of the Naledz Ozl deal, the number of 
quality participants, and ~ t s  sectoral slgruficance glve ths  project enormous reach and 
credibility These factors enhance the chances of acceptance of black busmess by the 
formal sector, and also create an outstanding role model for other BEs to emulate 

Based on the analysls of project records, interviews wth  chents and project 
personnel, techtllcal assistance prowders, and officers from financ~al institutions, we 
can summmze our conclusions concerntng the operations of the GM&A as follows 

Dl  Project focus 

With its re-structuring in September 1993, BICSN nghtly identified its 
competitwe advantage in the GM&A area there was an unserved ruche m the 
provision of assistance to previously disadvantaged entrepreneurs m the acquisition of 
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madme businesses wth  a track record and the casMows to make the transactions 
bankable BICSN broke new ground in ths  area in a difficult time of transition in 
South Atrica 

D2 GM&A results 

In spite of the very limted resources assigned to the division, the project was 
able to aclueve a success rate well above average in closing transactions 1 2 1 so far 
versus a usual rate of 1 100 At the time of the evaluation the market value and 
growth of the equity transferred to PDGs stood at over $loom If the NaZedz deal 
closes, tlus closing average will improve to 2 21 and the value of equlty leveraged by 
the project wll be over $loom 

With the re-structuring of the project, earned out jointly by USAID and the 
contractor, the project took seriously its name The commercial emphasis was 
mamfested m its GM&A procedures whereby clients, through their co-payment for 
services, were at nsk at each stage of the transaction A commercially mable 
transaction has to pay its costs, including its prorated share of project costs BICSN 
developed and implemented procedures in its GM&A that should serve as a model for 
pnvate sector project designs 

If the NaZedz transaction closes, BICSN wll recover all its costs plus a 
performance fee The BICSN Trust Fund, proposed in the re-structurmg plan of 1993, 
needs to be created as a usehl vehcle to capture these and other potential re-flows of 
the project The BICSN engagement letters wth  its clients have been written in such a 
way as to allow the project to transfer its nghts and options to other successors, 
entities, and affiliates 

D4 The equtty fund 

The South African environment has proven very reshent to the concept of a 
venture fund to assist PDGs in obtamng stakes in viable businesses The fact that the 
project was actually able to acheve its results in the GM&A area is remarkable There 
is no doubt that an equity hnd would have helped BICSN acheve even more in tlus 
area 

At the time of the evaluation, BICSN was reformulating its fhnd product 
strategy around the concept of a Successron Fund, a quasi-equity find to assist PDGs 
obtain equity stakes in mainline businesses We would encourage fhrther work in thls 
area 

D5 Measurmg mtang~bles PDG entrepreneurs' experlences In 
'unsuccessful' transacttons 

Although project evaluations must concentrate on measurable results, there are 
also additional effects whch, albeit unmeasurable at t h s  pomt, must be considered 
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BIT> 
F~nal evaluation report 

The nature of the work performed by GM&A in the context of the transition from 
apartherd to a democrat~c soclety was trail-blazing The intensive client involvement 
fostered by BICSN in the transactions was largely new ground for PDG entrepreneurs 
There was intensive leamng in the experrences of defirung a transaction, strategy 
forrnulat~on, negotiations, due diligence processes, valuations, etc There is little doubt 
that, at least among some of the GM&A clients interwewed, the likelihood of success 
in their next transaction attempts will be much hlgher due to their prror involvement, 
experience, and learmng through BICSN Ths is an intangble that, for the time bemg, 
remains unmeasurable 
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Exh~bit VI I TAF contracts in the Growth, Mergers 8 Acquisitions div~sion 

Consultant 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 

Annie s Creatlon 
Natlonal Property Forum 
Execut~ve Chemicals 
Blg Brass (Pty) Ltd 
Jazz FM Group 
Jazz FM Group 
World Wlde Investments 
Jazz FM Group 
Naled~ 011 Holdlngs 
Naled~ 01 Holdlngs 
Naledl011 Holdlngs 
Naledl 011 Holdlngs 
Naled~ 011 Holdlngs 
Morlbo Investments Pty Ltd 
Hugh s Place 
Naled~ 011 Holdlngs 
Naled~ 011 Holdlngs 

Client 

16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

Flnanclng proposal 
Buslness plan review & lmplementat~on plan development for a new venture 
Buslness strategy & lmplementatlon plan development for a new venture 
Prelmnary study of black haw care market for benefit of new ventures & fore~gr 
Arrange meetlngs ldentlfy BlCSN role m mlnorlty share takeover of wholesalelr~ 
Organrzat~on & structure analys~s and buslness plan re evaluation 
V~ablllty aud~t for a firm under hqu~datlon so ~ t s  employees can buy ~t out 
Due drllgence computer systems dlagnostlc & asset valuat~on 
Acqulsltlon proposal evaluat~om 
Investment proposal follow on to contract 8/93 above 
Structuring of NEWCO transaction 
Flnanclal analysls and evaluation of the proposed financial structure 
Capaclty bulldlng for formatlon of a transport construction company for toll road 
Management staff meeting fac~l~tat~on 
Develop a buslness plan 
Prellmlnary feaslblllty to determme whether or not to undertake a full due d~llgen 
Conduct strategic plann~ng workshop for potentla1 shareholders In  reconstruct^ 
Due drllgence on factory fac~l~t~es and operat~ons 
Examme feaslbrllty of developing a program for upgrading sk~lls of black candid; 
Conduct 8 focus groups to determine quahtatwe v~abll~ty of establlshlng rad~o st; 
Conduct a market research quest~onna~re of 2 000 people In 5 metropolltan are; 
Conduct feaslbillty study and prepare documentation for obtalnlng a broadcast~r 
Conduct a feaslblllty study and prepare a complete buslness plan for a rad~o  st^ 
Petroleum expert lead negot~atlons on the cllent s behalf 
Regulatory expert wnte mot~vat~on for change to Rat plan & asslst In negot~at~o 
Petroleum expert wr~te strategylindustry analysls report 
Legal expert create legal structure advlse on legal Issues prepare documents 
F~nanc~al expert adv~se on capltal structure budget constraints financing lnve 
Undertake a study of Sentech Infrastructure and prov~de lmplementatlon plan 
Preparat~on of deta~led plans sect~ons and elevations of a jazz venue 
Provlde expert advlce on the sultable structure to be formed by Naled~ 
Prov~de gu~dance towards and negotlatlng on behalf of the Chent 

Scope of Work 

NSA Management 
Pr~ce Waterhouse Meyernel 
Delo~tte & Touche 
Deloltte & Touche 
NSA Management 
Pr~ce Waterhouse Meyernel 
M Brey & Assoc~ates 
Arthur Anderson & Assoc~ates 
W~ll~am Sweeney 
M Brey & Associates 
Quarles & Brady 
Delo~tte & Touche 
Egon & Anton Buermann 
Management Development Consulta 
Southern Afnca Actuarral Consultani 
IESC 
Egon & Anton Buermann 
Ebony Flnanc~al Servlces 
The Assoc~ates 
Marklnor 
Marklnor 
Quentm Green 
Med~a & Broadcast~ng Consult 
Brlan G Nng 
L P van den Berg 
Brran G Nng 
LOUIS van Zyl 
Wllllam Bremmer 
Consulting & Eng Sew~ces CC 
Waterland Design cc 
Dundee F~nanc~al Consultants 
Buslness Acq & Dev Strategies 

Herdbuoys 
Vuku zenzele Dlstrlbutlon 
Magornola 
Magornola 
BICSNIKhulanl-Brown 
Movement Marketmg Enterp 
Alm Meat Prd 
NEWCO 
NEWCO 
Alrn Meat Prd 
NEWCO 
NEWCO 
Nat~onal Property Forum 
AFGEN 
AFGEN 

17 Dec-92 
I 7  Dec 92 
18 Jan 93 
22 Feb 93 
01 Mar 93 
21 Jun 93 
16Jul93 

01 Sep-93 
S S e p  93 
30-oct-93 
22 Nov 93 
16-Mar-94 
10-Apr-94 
10-Apr-94 
1 &May-94 
14-Jun 94 
22 Sep-94 
15Dec-94 
15Jan 95 
01 Mar 95 
l5Mar 95 
01 Apr-95 
01 May 95 
01 May-95 
01 May-95 
01 May 95 
01 May 95 
18 May-95 
22 May-95 
01 NOV-95 
01 NOV-95 

TAF 
Contract 

Start 

31 Dec 92 
31 Dec 92 
12 Feb 93 
23Feb 93 
26-Mar-93 
30-Jun 93 
11 Nov93 

18 S e p B  
06Dec 93 
22 Dec 93 
=May 94 
15May 94 
30-Jun 94 
l5Jun  94 
20-Jun 94 
11 Oct 94 
28 Feb 95 
31 Mar 95 
30-Apr 95 

01 -Jul95 
31 -Jul95 

31 Oct 95 
31 May 95 
31 Jan 96 
31 -Jul 95 

30-Sep 95 
15Jul95 

31 Jan 96 
31 Jan 96 

33 43! 
1 m 
180' 
55a 
1 35' 
1 86: 
4 m  

10999. 
Pro Bono 

68(3: 
200M 
20 42' 
6 26( 

2a  
5791 
1 15. 
3 75  

I 8  C#! 
8 91: 

1093 
8 81t 

41 66' 
6 s  

22 80( 

8 %  
6654 

I 8  36' 
25 27( 
28 42: 
6 76! 

25 27( 
22 80( 

In Rand In USD 

TAF 
Contract 

End 

Total 
Contract 

Value 

TAF 
Contract 

Value 



Exhlb~t VI 1 TAF contracts In the Growth, Mergers & Acqulslt~ons dlvls~on 

Consultant 

File BlCSN D lDEC95\JAF Contracts xis - GM&A 

Updated +Mar 96 

. 

Cl~ent 

33 
34 
35 
36 

Scope of Work 

Markinor 
Deloitte & Touche 
Business Acqu~sitlon & Dev Strategr 
Dundee Financial Consultants 

Contract 
Start 
Date 

The Voice of Soweto 
NABFRA 
Naledi 011 Holdlngs 
Naledi Oil Holdlngs 

Contract 
End 
Date 

Conduct a survey to establish listnership profile and demograph~cs 
Conduct a feasib~ltty study and prepare a busmess plan 
Provide guidance and negotiations on behalf of the cl~ent 
Provide expert advice on the suitable structure to be formed 

Contract 
Value 

In Rand 

Contract 
Value 
In USD 

27-Nov 95 
15Jul-95 

01 Feb-96 
01 Feb 96 

10Jan 96 
02 Feb 96 
30.Apr 96 
31-May-96 

27816 
18 725 
82 080 
90 972 

7 727 
5 201 

22 800 
25 270 
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BICSN Project staff E l  
Techn~cal Assistance 

Fund 

PRG & US corporate 
pollcy gu~dance 

Appendix A: BlCSN Project logframe diagram 

Actrvrtres Out~uts Prorect pumose 

I With target Black enterprises 

2 With technical assistance 
provfders 

3 With RSA corporations and 
government entltles 

4 With flnanclal lnstltutlons 

5 With busmess assoc~atlons 

6 With busmess development 
assoclatlons 

7 Fund & conduct stud~es 

8 Develop databases 

9 Monltor & evaluate performance 

10 Obtaln advlce from PRG 

11 Coord~nate project actlvltles 

12 Represent project & report on 
progress needs & problems 

I Hlgh-potential BEs possess 
the managerla1 accountmg, 
market~ng techn~cal and financial 
know-how to compete 
successfully in the mamstream 
economy 

2 l ncreased project- brokered 
busmess opportun~t~es open to 
target BEs through contracts 
acqulsltlons franch~sing, & jolnt- 
ventures 

3 l mproved access to 
commercial debt & equ~ty cap~tal 
finance for target BEs 

4 Facllltate a more conduc~ve 
busmess environment for BEs by 
workrng with RSA corporat~ons 
and publlc sector 

Assist a core of high- 
potentraf BE6 achteve 

acoslwated growth, 
lrnkiages w1#1 large 

enbrpme sector and 
funcbon as models for 

o M r  BEs 

Pro~ect aoal 

equitable Black 
partic~patlon In the 

South African 
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BlCSN PROJECT 
LOGICAL FRAMEWORK 

LEVEL ONE GOAL 

SOURCES OF 
INFORMATION 

OBJECTIVES ASSUMPTIONS INDICATORS 

1 More equ~table black 1 Black ownersh~p In mainstream economy % of busmesses wlth black majorrty ownershll SBDC economlc 11 No breakdown In the negotlatlon process 

partlclpatlon In SA economy 
(as owners managers and/or I 2 Government w h ~ c h  emerges from elections 

IS supportwe of prlvate enerprlse 

Holdrng companies 
Llsted companles 
Regular unllsted companles 
Close corporatlons 
Sole proprletors & partnersh~ps 
Informal sector 

research 
Type of Busmess 

3 lnstablhty and vlolence are conta~ned 

4 Economy continues to grow 

Number 
In 1993 

% In 
1993 

% In 
1996 



BlCSN PROJECT 
LOGICAL FRAMEWORK 

LEVEL TWO PURPOSE 

1 A core of hlgh potent~al black 
busmesses achleve accelerated 
growth are llnked to the SA 
or US large enterprlse sector 
and funct~on as models for 
other black flrms 

At  end of project busmesses 
ass~sted by BlCSN show 
the follow~ng character~st~cs 

*Apply non trad~t~onal busmess 
technolog~es such as franch~ses 
jomt ventures licenses LBOs In 
many cases as well as trad~t~onal 
structures such as free standmg 
bus~nesses and subcontracts 

*Compete In the mamstream 
economy w~thout subs~d~zed 
technical asslstance 

*Functton as role models to other 
black busmesses 

"Have ltnkages to US companies 

South Afrrcan coorporatlons or 
South Afr~can Government entitle 

'Are repl~cable by other black 
bus~nesses In the same sector or 
use the same busmess techno log^ 

T h ~ s  purpose statement slgnlfles 
that BlCSN focuses on busmesse: 
rather than on transactions and 
on actwltles wh~ch  have a trad 
blazmg role for black South 
Afr~can f~rms The number of 
deals completed and of busmess 
people glven cursory tralnlng are 
side effects to the central purposl 
of achtev~ng a permanent change 
In the performance of leadmg 
black enterprlses 

INDICATORS SOURCES OF 
INFORMATION 

BlCSN s 
performance basec 
trackmg systems 
(PBTS) chent fdes 

I H ~ g h  potenttal black bus~nesses 
the followmg numbers of BlCSN asslsted busmesses apply new technolog~es compete 
In malnstream economy are connected w ~ t h  modern SA or US economlc organ~zatlons, 
and funct~on as role models 

1 

For control 
mat~onal statlstlcs 
of sector industry 
& reg~onal trends Number 

3 Growth of net equrty of target busmesses In mllhons of Rands 

Sep 9 3  

5 

2 Greater market access 
turnover of target bus~nesses grows as ~ d e n t ~ f ~ e d  below In m~lhons of Rands 

Value 

Sep 9 4  

9 

Value 

5 lmproved target enterprlse management capaclty 
Target busmesses have 

Sep 9 3  

1 848 

4 lmproved profrtablllty of target enterprlses 
(percent of prof~tab~hty growth) 

(1 ) busmess plans 
(2) computerned cost accounting systems 
(3) product~on budgetmg 
(4) market~ng plans 

Sep 9 5  

9 

Sep 93 

ASSUMPTIONS 

Sap 9 4  

154 412 

Percent 

There exlst owners of h ~ g h  potent~al black 
firms who are ~nterested tn expanston 

Sep 9 6  

8 

Sep 9 4  

Sep 9 3  

133 18% 

Sep 9 4  

H ~ g h  potentlal f~rrns are Interested In 
work~ng w ~ t h  BlCSN (THIS IS BlCSN s 
KEY ASSUMPTION) 2 

Sep 9 5  

161 396 

There exkst corporations ~nterested In 
subcontractmg jotnt venturing l~censing 
franch~smg etc arrangements w ~ t h  the 
BlCSN asslsted enterprlses 

Sep 9 6  

168 380 

Sep 9 5  

Sep 95 

There exist sources of cap~tal ~nterested In 
lnvestlng In h ~ g h  potent~al black f~ rms 

Sep 9 6  

Sep 9 6  

Ass~sted busmesses do  not become 
dependent on BlCSN and are able to 
contmue growing after the project IS over 

Other black bus~nesses are able to repl~cate 
w~thout  subs~d~zed techn~cal asslstance 
what successful black bus~nesses achleve 
w ~ t h  BlCSN techn~cal asslstance I e the 
Interventtons have a posltlve B/C ratlo at 
market costs of techn~cal asslstance 

Eventual fallure of some of the bus~nesses 
ass~sted by BlCSN does not d~scred~t  BlCSN 



BlCSN PROJECT 
LOGICAL FRAMEWORK 

LEVEL TWO PURPOSE 

OBJECTIVES INDICATORS SOURCES OF 
INFORMATION 

(5) inventory control systems 
(6) management reporting systems 

Number 

I I I I I 

6 lncreased access to  finance 
Total bank cred~t to target enterprises in  m~llions of Rands 

Sep 93 Sep 94 Sep 9 5  

7 lncreased long term sustainabll~ty of target enterprises 

Sep 96 

Value 

(1 )  bankable assets of firm and of firm owners 
(2) depth of management team and delegation of respons~bilities 
(3) use of management systems installed by technical assistance advisors 
(4) number of key cl~ents 

Description Sep 93 1 Sep 94 1 Sep 95 

Sep 93 

Assets 
Delegation 
Management Systems Used 
Key Clients 

Sep 94 

8 Role model effect of target enterprises 

Sep 95 

Number 

Sep 96 

nummber of art~cles about target firms In general and in  the black business press 

9 Linkages with South Afrlcan andlor American large enterprise sector 
number of South Afr~can or US corporations ~n South Africa or SAG entities which 1 

Sep 93 

ASSUMPTIONS 

Sep 94 Sep 95 Sep 96 



BlCSN PROJECT 
LOGICAL FRAMEWORK 

LEVEL TWO PURPOSE 

a establrsh an SBU or name a "champron" for workrng wrth black enterprlses 
b analyze therr busrness to  determrne w h ~ c h  actrvrtres can be contracted out 
c establrsh targets for contractmg wrth black enterprrses and report on those targets 

OBJECTIVES INDICATORS 

Number of Corporatrons 
Value of Contracts wrth Black Fwms 

SOURCES OF 
INFORMATION 

Sep 93 Sep 94 

ASSUMPTIONS 

Sep 95 Sep 96 



BlCSN PROJECT 
LOGICAL FRAMEWORK 

LEVEL THREE OUTPUTS 

OBJECTIVES 

1 H ~ g h  potent~al black firms 
possess the manager~al 
accountmg marketmg 
techn~cal and fmanc~al know 
how necessary to compete 
successfully In the mainstream 
economy 

The target enterprises ass~sted 
BICSN share the followmg 
character~st~cs 

'Are established bus~nesses whil 
~ncludes chang~ng the OWNERS 
of an exlstlng busmess through 
leveraged buy out 

*Have a demonstrated abihty for 
growth and market penetration 

*Have a certaln mlntmum turnov~ 
of around R 45 000 per month 

'Are s~tuated In a market sector 
where there IS growth potential 
preferably In a non trad~tional 
sector for black busmess 

*Have s~gn~f~can t  black ownershi 
and management 

*Management has a certain level 
expertlse 

These crlterla s ~ g n ~ f y  that small 
busmesses and ~deas to start 
up busmesses are not BlCSN s 
target aud~ence 

(An exception IS asslstbng 
establ~shed black busmess peor 
to start a new venture such as 
acqulrtng an IMA or black 
management leveraged buy out 
of a part of a corporation 

INDICATORS 

1 Dwect mterventlon 
Target bus~nesses obtam a full range of technical asslstance services through BlCSN 
tnclud~ng as necessary 

*Diagnos~s 
"Ident~ficat~on of opportun~ties 
*Feas~bility stud~es 
*lntroduct~on to new forms of domg busmess 
'Strategtc plan 
'Bus~ness plan 
*Proposals to sources of financmg 
"Management tratning 
* ldent~f~cat~on of j o~n t  venture partners franch~sors etc 
*Market research espec~ally for lnternat~onal Master Franch~se Afreements 
*Accountmg systems 
"U S connections 

*Improved production processes 
*Asset valuat~ons 
'Due dthgence reviews 

I Enterpr~ses that benefit from the prel~mmary package of mterventlons on the most crltlc 
constraints such as accounting market research product planning etc 

I Enterprises that beneftt from the comprehenswe package of mterventlons w h ~ c h  mean: 
that all management aspects are brought up to or above current sector standards 

Number 

SOURCES OF 
INFORMATION 

1 PBTS and TAF 
cl~ent databases 

Number 

ASSUMPTIONS 

Sep 93 

2 

Conf~dence In the bus~ness community 
about the success of the type of ventures 
promoted by BlCSN 

Sep 9 5  

3 

Sep 9 4  

3 

Sap 9 3  

3 

There IS a sufftc~ent number of h ~ g h  potentla 
black bus~nesses & they can be ~ d e n t ~ f ~ e d  

Sep 9 6  

2 

BlCSN IS able to  overcome current negatwe 
perceptions reposltlon Itself i n  the market 
and convince such h ~ g h  potential 
busmesses to  enter ~ t s  program 

Sep 9 4  

4 

In parttcular enough busmess people w ~ t h  
the requ~red prof~le agree to be the f ~ r s t  to 
accept BlCSN techn~cal assistance 

Assisted bus~nesses are w h g  to cooperate 
and to share fmanc~al ~nformat~on 

Sep 9 5  

4 

BlCSN can malntain the Interest of ass~sted 
busmesses long enough to ach~eve results 

Sep 9 6  

4 

BICSN IS not subjected to ~nadm~ssrble 
pressures for focussmg on establtshed h ~ g h  
potential black entrepreneurs such as charge 
of asststtng those who are already well off 



BlCSN PROJECT 
LOGICAL FRAMEWORK 

OBJECTIVES 

2 Openmg of opportunities for 
target enterprlses 
Contracts jomt ventures l~censes 
franchises IMAs agreements wlth 
US frrms technology transfers 
and/or leveraged buy outs 
fac~ l~ ta ted for target firms 

3 Access t o  fmance fac~l~tated for 
target enterprises 

I. Creation of an enablmg 
environment 

L Corporat~ons have necessary 
know how for contractlng with 
black f ~ r m s  

L South Af r~can Government 
purchasing organizations have 
know how for contractlng w ~ t h  

LEVEL THREE OUTPUTS 

INDICATORS 

2 Number of contracts for jomt ventures l~censes franch~ses lMAs agreements w ~ t h  US f r  
technology transfers andlor leveraged buy outs entered Into by target enterprlses 

Sep 9 3  Sep 9 4  Sep 95 Sep 96 

South Afrrcan corporatlons 
US corporations 1 Other 

3 Value of financmg fac~ l~ ta ted by BlCSN for target enterprfses In m~ l l~ons  of Rands 

t Number of corporation purchasmg deparments or SBUs w h ~ c h  

(1) obtain manual of procedures for contracting w ~ t h  black supphers 
(2) are Introduced to  BlCSN s target enterprlses 
(3) are Introduced to  entrepreneur databases ma~nta~ned by organlzatlons such as NEI & F 
(4) enter relat~onsh~ps w ~ t h  busmess development organlzatlons such as IESC and USSAL 

t o  mentor then black supphers i f  necessary 

Sep 9 3  Sep 9 4  Sep 9 5  Sep 9 6  

Number 

t Number of purchas~ng departments of South Af r~can Government organlzatlons such as 
ESKOM TRANSNET and SADF that are able t o  apply procedures for procurement from 
black f ~ r m s  or have black set as~de programs 

Sep 9 3  1 Sep 9 4  1 Sep 95 1 Sep 96 

Number 

SOURCES OF 
INFORMATION 

2 PBTS and TAF 
chent databases 

3 PBTS database 

4 SBU (Satell~te 
Black Undertak~ng: 
database 

4 SBU database 

ASSUMPTIONS 

2 There exist a suffment number of South Af r~c  
corporatlons American corporatlons and 
South African Government entitles Interested 
In havmg subcbontractlng jolnt venturing 

l~cens~ng franch~sing technology transfer or 
spln off relat~onsh~ps w ~ t h  black f ~ r m s  
Opportunity gaps exist 

3 A suf fuent  number of sources of loan and 
equlty caprtal are wtlhng t o  loanlinvest In blac 
f~ rms  

4 A suffment number of corporat~ons 1s 
mterested In contractlng w ~ t h  black supphers 

4 Successor corporat~ons do not reverse po l~cy  
of supporting black subcontractmg ~ n i t ~ a t e d  
by mother corporatlons durmg the process of 
"unbundl~ng" 

4 South Afr~can purchasmg organlzatlons are 
w ~ l l ~ n g  to  do more contractlng w ~ t h  black 
supphers 



BlCSN PROJECT 
LOGICAL FRAMEWORK 

LEVEL FOUR ACTIVITIES 

OBJECTIVES 

1 D~rect BlCSN actrvltres wrth 
enterprlses 

1 Market BlCSN services to target 

group 

I Prov~de on the job trarnlng for 
enterprise management 

I Introduce enterprises to frnanc~ng 
sources 

I Conduct workshops and sernrnars 

2 BICSN activities wrth technrcal 
asslstance sources 

3 BICSN actrvrtles w ~ t h  corporatron 
and South Afrrcan Government 
entitles 

INDICATORS 

1 Select~on crrtera for BlCSN chents establ~shed AUG 93 

1 Contacts w ~ t h  potent~al BlCSN clrents through rndependent networkmg and through gro 
such as NIC NEI and Job Creatton 

1 Number of managers tralned on the the job and duratron of tralnlng 

1 Number of referrals to f~nancing lnstltutlons and number of fmanc~ng transactrons concl 

1 Workshops for CEOsIf~nance managers of target f~ rms on subjects such as 

(1) caprtal ralslng 
(2) cap~tal structure 
(3) legal structure 
(4) tax aspects 
(5) plannrng 
(6) personnel management 

* Workshops for potentral black franch~sees 

Annual IFA conference 
Workshops to drscuss results of studres 
Workshops to d~ssem~nate experiences of BlCSN assisted bus~nesses to  other black 

2 Spec~fy contents of each techn~cal assrstance product through the standard terms of re 

2 Pre qual~fy techn~cal assrstance provrders 

2 Implement technrcal ass~stance contracts 

2 Mon~tor and evaluate techn~cal asslstance contracts 

3 Defrne crrterla for workrng wrth corporatlons and South Afr~can Government entltles 

SOURCES OF 
INFORMATION 

1 BlCSN files 

1 MAXIMIZER contz 
database 

1 MAXIMIZER & PB' 

1 MAXIMIZER 81 PB' 

2 BlCSN TAF tender 
terms of reference 
and TAF frles 

2 Brd submrss~ons 
and evaluat~ons 

2 PBTS and TAF f~le 

2 PBTS and TAF 
databases 

3 BlCSN f~ les 

ASSUMPTIONS 

1 A suffrcrent number of black enterprrses 
meeting BlCSN crlterla are ~nterested in 
work~ng w ~ t h  BlCSN 

2 BlCSN IS able to fmd consultants who can 
deliver the requ~red technical assistance at 
satisfactory qual~ty 

2 Consultants have cred~bhty w ~ t h  the h ~ g h  
potentla1 black f~ rms 

3 A suff~crent number of corporatrons and Sou 
Afrrcan Government entltles are Interested r r  
workmg w ~ t h  BlCSN 



BlCSN PROJECT 
LOGICAL FRAMEWORK 

LEVEL FOUR ACTIVITIES 

OBJECTIVES 

Q BICSN actlvttles wrth fmanclng 
sources 

5 BlCSN actlvltles w ~ t h  busmess 
assoclattons such as FASA ABAS 
ABASA SACOB AMCHAM and 

5 BlCSN actrvltles w ~ t h  busmess 
development organlzatlons such a 
NEI NIC and IESC 

INDICATORS 

3 Operat~onal gu~dance for establ~sh~ng procurement programs ~ncludmg a manual on 
subcontract~ng to  black frrms 

3 lnd~vrdual contacts w ~ t h  corporate top and m~ddle managemment 

3 Group contacts w ~ t h  corporate management such as Chamber of Commerce breakfast! 
for selected aud~ences to promote BlCSN and subcontract~ng to black busmesses 

3 RSAIUSA workshops on models of procurement from black busmesses 

3 Workshop for South Afr~can Government organlzattons on US government practices of 
aff~rmatwe actton and set as~de procurements 

4 Generate contacts w ~ t h  South Afrrcan and eventually w ~ t h  US and other sources of e 
cap~tal and cred~t  

4 Present fmanceable projects of BlCSN chent f ~ r m s  and fachtate negotrattons 

5 Use FASA to  ~ d e n t ~ f y  South Afr~can franch~sors su~table for black franch~sees 
4 
5 Use ABASA to market BlCSN and advertwe successful case stud~es 

5 Use SACOB as a venue for workshops and for sellmg to corporations the ~dea of 
subcontract~ng to  black frrms 

5 Use AMCHAM to  ~ d e n t ~ f y  target corporat\ons 

5 Use NIC and NAFCOC to market BlCSN and rdent~fy BlCSN cl~ents 

6 Srgn memoranda of uunderstandmg w ~ t h  organlzatlons such as NEI and IESC regard~ng 
the~r  actwltles w ~ t h  BlCSN 

5 ldent~fy the~r  h ~ g h  potent~al chents and start prov~drng them wrth BlCSN assistance 

6 Use NEI for matchmakmg BlCSN ~ d e n t ~ f ~ e s  corporate opportun~t~es and NEI ~ d e n t ~ f ~ e s  
entrepreneurs 

6 Use IESC for matchmakmg and for mentorlng BICSN chents 

6 Use Job Creat~on to ~dentrfy BlCSN chents 

6 Ass~st a bus~ness development organlzatlon to bu~ld a database of black entrepreneurs 

SOURCES OF 
INFORMATION 

3 Manualslconferenc 
mater~als 

3 MAXIMIZER 

3 MAXIMIZER 

3 MAXIMIZER 

3 MAXIMIZER 

4 MAXIMIZER 

4 PBTS database 

5 MAXIMIZER 

5 MAXIMIZER 

5 MAXIMIZER 

5 MAXIMIZER 

5 MAXIMIZER 

6 BlCSN fdes 

6 TAF database 

5 TAF database 

6 TAF database 

6 TAF database 

6 TAF database 

ASSUMPTIONS 

4 A suf f~c~ent  number of f~nanc~ng sources are 
rnterested in  workrng w ~ t h  BlCSN 

6 Bus~ness development organlzatrons are w~llr 
to  cooperate w ~ t h  BlCSN and able to delrver 
the requ~red servlces 



BlCSN PROJECT 
LOGICAL FRAMEWORK 

LEVEL FOUR ACTIVITIES 

7 Conduct studles on subjects of 
Interest to target entrepreneurs 
and present results in workshops 

8 Develop databases 

9 Monitor & evaluate performance 

IOMaintaln Policy Reference Group 

11 Coordinate BlCSN activrtles 

INDICATORS 

Contracts for studles on subjects such as 

*charcterist~cs and pract~ces of successful black entrepreneurs 
"South African needs for US frnachisors 
"Black ftrms need for busmess servlces 

' Arrange workshops with relevant audiences to  dissemrnate results of studies 

I Database of entrepreneurs 

I Database of technical asslstance providers 

I Database of franchisors 

I Database of corporations 

I Database of capltal sources 

I Establish computerized systems to monitor 

(1) enterprises 
(2) technical assistance providers 
(3) franchisors 
(4) corporations 

I Evaluate enterprises technical asslstance providers franchisors and corporations thrl 

(1) end of TAF contract evaluattons 
(2) case studies 

IOPRG meets quarterly to  advise on pol~cy Issues 

I1 Functionlng coordination with 

*All BlCSN prolect programs 
*Target enterprises 
*Techntcal asslstance sources 
*Corporations 
* Flnancfng sources 
*USAID/South Africa 

SOURCES OF 
INFORMATION 

7 TAF database 

7 MAXIMIZER 

8 BlCSN databases 

PBTS & quarterly 
progress reports 

PBTS & TAF files 

PRG meeting mini 

BlCSN files and 
databases 

ASSUMPTIONS 

7 There are organizations qualified to conduct 
the stud~es 

8 Entrepreneurs corporations and other 
organizations provide timely and rehable 
lnformatlon 

IOPRG interest in BlCSN can be reklndled 

lOPRG has the nght membership mlx and 
especially enough business people 

11 The organizations involved in  BlCSN 
activities are wllllng to  coordinate 



BlCSN PROJECT 
LOGICAL FRAMEWORK 

LEVEL FIVE INPUTS 

OBJECTIVES 7 

2 BlCSN contract budget 

INDICATORS 

1 L ~ f e  of project staff 

Ch~ef Operat~ng Off~cer 
V ~ c e  Pres~dent Corporate Affa~rs 
Corporate Procurement Spec~allst 
OPlC Coordmator 
V ~ c e  Pres~dent Growth Mergers & Acqu~s~t~ons 
General Manager Corporate Fmance 
Manager Busmess Development 
V~ce  Pres~dent Franch~smg and L~cens~ng 
2 Franch~se Spec~al~sts 
Mon~tor~ng & Management Spec~al~st 
Techn~cal Wr~ter  
Computer Systems Spec~alist 
Off~ce ManagerlAccountant 
Management Interns 
Adrn~n~stratwe Staff 

SOURCES OF 
INFORMATION 

1 BlCSN personnel 
f~ les 

2 BlCSN budget 
rnonltor & TAF & 
OPlC budget 
monltors 

ASSUMPTIONS 

1 It IS poss~ble to recru~t staff w ~ t h  the requlrec 
qual~f~cat~ons 

2 USAlD approves the new posltlons & mcrea! 
BlCSN fundmg accord~ngly 



APPENDIX C TERMS OF REFERENCE FOR THE 
EVALUATION 

These Terms of Reference are issued to orgamze and manage a process of evaluation 
of the Black Integrated Commerczal Support Network (BICSN), a private sector development 
project hnded by the Agency for International Development OJSAID) under Contract No 
674-0303-C-00- 1064-00, wth Chemomcs International Inc as the main implementing 
Contractor 

In addition to t h s  Introduction, the terms of reference of the assignment provide 

1 a summary background of the project, 
2 an overnew of the project components, 
3 the purpose and objectives of the evaluation, 
4 the desued composition and qualifications of the evaluation team, 
5 a set of indicative tasks to be performed by the evaluation team, 
6 a summary of expected deliverables, 
7 a summary of the estimated level of effort, 
8 a projected schedule, 
9 log~stics and support to be prowded to the evaluation team, 
10 a selected list of documents relevant to the evaluation 

The assignment mvolves work to be performed in Washngton, DC, and in the 
Republic of South Mica, the BICSN Project site, during February and March 1996 The 
evaluation team will work under the supernsion of the Chef of the Prlvate Sector Division of 
USAID/South Afnca, or h s  designate, and co-ordinate its work closely wth relevant 
USAIDN officers, and the Contractor staff assigned to the project (both in Washgton, DC, 
and in Johannesburg, South Afnca) 

Background of the Project 

BICSN was designed to "assist a core of hgh-potential black enterprises (BEs) achteve 
accelerated growth, linkages wth the large enterpnse sector, and fbnction as models for other 
BEs " The bas~c project design ~ncluded a Techrucal Assistance Fund (TAF), adrmmstered by 
the Contractor, to prowde access to techntcal expertise and make it avdable to BEs 
The "life-cycle" of the project has gone through three dlstinct stages an ~mtial mplementation 
phase, a re-structured phase, and an institutionalization phase Ths section provldes a brief 
synopsis of these phases as a background 

After a senes of protests and stop-work orders, full implementation of the project 
began m South &ca in April 1992 with the fielding of the Contractor's team The first 
annual work plan, covenng the penod ending March 3 1, 1993, was wntten shortly thereafter 
and approved by USAID The second annual work plan was drafted in Apnl1993 covering 
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the year ending March 3 1, 1994 USAID did not approve th s  second work plan Rather, it 
asked that the document be withdrawn whle the des~gn of the BICSN project and its 
implementation expenence were re-evaluated 

The Contractor imtiated a reformulation of the BICSN strategy whch focused on 

an analysis of the field implementation problems to date, including feedback from USAID, 
clients, and advlce from the Policy Reference Group (PRG), 

the comparative advantage of the project relative to the diverse support infrastructure for 
business development assistance put in place in South Afhca by advocacy groups, 

the need to "add value" to the process of business development assistance and not compete 
wth other advocacy and agency groups, 

the u-ng concept of BICSN as an "opportumty broker" for its clients, 

the need to seek for project interventions wth hgh leverage or gear-ratio in order to 
acheve a hgh-multiplier for the techcal assistance rendered and improve margins on the 
ratlo of transaction value over admmstrative costs, 

a 90-day zntenm plan of hgh programmatic visibility (the U S Corporate Procurement, 
pro bono Mission was designed then) and the strengthemng of internal accounting and 
management controls, particularly in mew of the abscondmg of hnds whch occurred 
during the last quarter of 1992 and first quarter of 1993 under the previous field project 
management, and 

additional exploration of alternative project management structures, along a strong 
"product h e "  that would hghlight the role of BICSN as a "front m d o w "  of a bank, as 
admsed and recommended by the PRG 

After the formal resignation of the former Chef of Party, USAID approval of the new 
field project director as Chef Operating Officer (COO) and &Val of the COO m South 
Afhca, USAID requested the Contractor to conduct a thorough revlslon of the original project 
design and implementation experience m order to assess whether the contract objectives and 
project purpose were acluevable USAID and the Contractor, through its BICSN field team 
and wlth the asststance of external independent consultants, conducted a series of workshops 
beginrung in md-August 1993 to re-wsit the orignal project design and prepare a project 
logframe--AID'S standard project design methodology 

The consulting team rewewed the design and implementation experience of BICSN 
and wrote the project logframe for the project The workshops explored intensively the 
diverse elements of a project logfi-ame the project goal, project purpose, project assumptions, 
project and contract objectives, project targets, means of verification, and observable 
indicators of achevement In addition to w t m g  the project logframe, the consultmg team 
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arrived at the followrng main conclusions 

the onginal project design and contract objectives were sound and did not need to be 
changed, 

the lack of programmatic coherence and focus were problems of implementation, not of 
project design, 

properly directed, the project could acheve its purpose and contractual targets, 

the project needed to keep a sharp programmatic focus on assistmg its core of hgh- 
potential Black enterprise clients (BEs) become wable competitors in the mainstream 
economy, not on transactions, 

all actiwties of the project, such as traimng, actlon research, fora, etc , needed to be 
responsive to t h s  programmatic focus or project purpose, 

BICSN should concentrate its activrties and techcal assistance m areas complementary to 
those of exsting advocacy groups by providmg access, for example, to U S technologies 
and orgamzational know-how, 

the procurement component of BICSN, in particular, was an area where the project could 
make a substantive difference, and not simply a contrrbution, in the business environment 
for disadvantaged firms in South Afnca, 

the operating procedures of the Techmcal Assistance Fund (TAF) component of the 
project needed revision to improve responsiveness to chents' needs, 

some forms of techcal assistance to BEs should be codlfied into standard, modular 
"packages", and 

the project should work closely with other advocacy groups and provide value-added 
services not otherwise avadable to BEs 

USAID's call for a re-exarmnat~on of the BICSN design was prompted by two factors 

Plagued by personnel turnover, the contractor had not made the expected progress toward 
project goals, and 

USAID feared that the contract's emphasis on executing specified numbers of transactions 
would force a sacnfice of programmatic coherence 

The re-examnation of the project design resulted in the project's first logical 
.Framework Consistent with BICSN's orlglnal design, the logframe called for BICSN to target 
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a small number of leading black-owned firms capable of competing in the mainstream 
economy The logframe introduced two new themes 

1 The project was to concentrate not on producing transactions but rather on assisting firms 
"BICSN focuses on businesses rather than on transactions The number of deals 

completed are side effects to the central purpose of achevrng a permanent change in the 
performance of leading black enterprises " 

2 Access to US busmess know-how was identified as BICSN's comparative advantage, 
malung US know-how available to South h c a n  businesses was cited as its distinct~ve 
contribution 

The Contractor proposed a re-structure of the project along the following themes 

A chent focus provrded by a new management structure along three line divisions that 
were accountable for implementation of the project's programs, 1 e , Corporate 
Procurement, Growth, Mergers and Acquisitions, and Franchsing The program 
managers (BICSN's vrce presidents) were the client's "relationshp managers," 
responsible for pulhng together BICSN resources, wherever they resided, for the 
benefit of the client 
The earlier project management orgamzation, by contrast, mxed line and staff 
fimctions The Techcal Assistance Fund (TAF), for example, was grven separate 
orgamzational identity, even though its role was to support lme programs Ths made 
it difficult to provide seamless servlce to clients as the program managers had difficulty 
placing TAF semces at the clients' disposal 

Access to US busmess know-how The restructured project would more easily bnng 
Arnencan experience and know-how to clients Two of the three hne divisions would 
have a semor expatnate member wth extensive US business expenence Each would 
have lmks wth leadmg associations and firms in the Uruted States 

Capablllty of more sustained, more technrcal rnterventlons The logfiame called 
for concentration on a lmted number of firms with the objective of nurturing the firms' 
health and growth Interventions were to be more extended than those that would be 
undertaken if the goal had simply been achevrng a certain number of transactions The 
proposed restructmng called for a substantial upgrading of personnel so that project 
staff would be capable of providmg the sustained, techcal mterventions required 

The mlss~on statement of the project was re-defined as follows BICSN wzll 
contrzbute to a more equztable partzczpatzon of blacks zn the South Afizcan economy as 
owners, managers, and employees of healthy and competztzve przvate-sector firms 

The objectives of BICSN were to he@ a core of hzgh-potenttal black bustnesses to 
achzeve accelerated growth and to compete m the matnstream South Apzcan economy In so 
dozng, these firms wzll functzon as models for other black firms 
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The strategy was to 

promote znterventlons to lrnk hrgh-poter~tral black firms to the large-enterprrse sector of 
the South Apzcan economy, 
bring the expertzse and the economrc wezght of lmge coporat~ons to bear on the growth 
of black South Ajhcan firms, 
promote Amerrcan busrness models and know-how and make these avazlable to South 
Afizcan blackfrms rn an efort to sharpen therr competztrve advantages 

The means of ~mplementat~on clustered around five areas 

Directing a greater share of the procurement by South ffica's major corporations to 
black-owned supphers, malung avadable the techmques forged for ths  purpose by US 
corporations, 

Creating opportumties for black compames to enter partnershrps and jomt ventures 
wrth US firms engaged in trade or d~rect rnvestment in South Afnca, 

Acquisition of equ~ty ownershrp through unbundhng and restructurmg of South 
Afhca's large enterpnses, 

Increasing the flow of commerc~al cred~t to black firms, 

Opemg franch~smg opportumties to black entrepreneurs through development of local 
franchses and encouragement of US fianchsers to explore the South African market 

Project Components 
Afier the re-structuring, BICSN operated along three mam divisions 

Corporate Procurement, 
Growth, Mergers and Acquisition, and 
Franchsing and Licensing 

Managers m charge of the div~sions accessed TAF resources as needed to serve their 
clients The msslon, objectives, strategies, and means of implementation of each division are 
summar~zed below 

Corporate Procurement 

Mzsszon To promote the growth and competitiveness of BEs (BICSN client firms) 
through the establishment of successfid suppher relationshps wrth South AfIlcan prrvate and 
public corporations 

0 bjectzves 
1 Assist BEs m becormng rehable, competitive, quahty suppliers of products and services 
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to South African corporations 

2 Assist in the development and strengthemng of procurement programs from 
disadvantaged businesses among South Afhcan corporations 

3 Dissemrnate through the business environment the information, 'tools' and 'know-how' 
to induce successfiil, long-term, relations between vendors and dtsadvantaged 
bustnesses 

strategy 
1 Work with South Afrtcan corporattons, service providers, and advocacy groups in the 

achevement of these objectives, seekmg to add value and reduce transaction costs in 
the process 

2 Provlde access to the U S experience and 'lessons learned' on procurement from 
disadvantaged suppliers 

Means of Implernentatzon 
1 Techcal assistance provided to BEs by BICSN through Techcal Assistance Fund 

(TAF) engagements of consultants, as agreed upon and requlred by BICSN and the 
BE 

2 Preparation and dtssermnation of manuals and workshop traimng materials on 
procurement for vendors and suppliers, business plan manuals and sktlls for BEs 

3 Targeted semnars, fora, and workshops offered through BICSN to cltent enterprises, 
corporate executives, and advocacy groups on procurement from disadvantaged 
suppliers to define problem areas, seek solutions, diffuse information, and provide 
skllls 

4 U S corporate internshp program on procurement from disadvantaged suppliers 
offered to South Afhcan executives managing procurement fiom small firms w t h n  
their corporatlons 

5 Standard techcal  assistance packages on procurement targeted to vendors and 
suppliers 

6 Close workmg relatlonshlps wtth a few corporations to develop and Implement a "pull 
strategy " 

Growth, Mergers and Acquzsztzons 

Mzsszon To promote the development and competitiveness of Black manstream 
enterprises through equity ownershp and joint ventures and, by drawmg on appropnate U S 
models and experience, to improve access of BEs to commercial bank credlt 
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Objectzves 
To promote growth of BEs through the provision of techcal assistance to develop 
and carry out financial plans that are 'bankable' 

To foster competitiveness of BEs through linkages wrth manstream enterprises wrth 
advantages in product, process, and management slulls 

To develop Black majonty equity and Black management skills m manstream 
enterprises through selected corporate acquisitions 

To assist hgh potential, selected Black consulttng firms in developmg shlls in financial 
and legal structuring of mergers and acquisitions transactions 

To support loan guarantee schemes, cash flow-based lending, and worlung capital 
lending offered on a commercial basis by assisting in loan pre-qualification and 
momtonng of BICSN client enterprises 

To expose selected, progressive South Ahcan bankers to current U S banlung 
practices in lending to disadvantaged businesses 

Strategy 
Develop worlung relationshps with commercial lending institutions and programs, 
including loan-guarantee schemes, and assist in loan pre-qualification and loan 
momtoring 

Develop working relationshps wth mainstream corporations wlling to participate in 
joint ventures 

Develop llnkages with IESC, USSALEP and other donors' programs designed to 
provlde management and industry-specific techcal slulls 

Recover transaction costs of mergers and acqutsitions through the operation of TAF as 
a revolvmg loan fbnd 

Involve Black consulting and legal firms, tearmng them up wth mamstream firms as 
needed 

Means of Implementatzon 
Techcal assistance provided to BEs by BICSN through Techcal Assistance Fund 
(TAF) engagements of consultants, as agreed upon and requlred by BICSN and the 
BE 

Workshops for BEs, carried out jointly wth lending instttutions and programs, on 
financial requurements for loan apphcations 

Preparation and dissemmation of sample templates and models of agreements, 
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instruments, letters of engagement, business plans, and sirmlar documents 

4 Conferences, semnars, and case study workshops, orgamzed jointly with manstream 
firms, on joint ventures and acquisitions targeted to Black consulting firms andlor BEs 

5 Corporate internshp programs, sponsored by other agencies and wth whch BICSN 
has developed relationships, for the Black management of newly acquired BEs to 
acquire industry-spec~fic knowledge and slalls 

6 BICSN particlpatlon in loan guarantee schemes and cash flow-based lendrng programs 

7 Corporate mternshps and programs on U S banlung practices on lending to 
dlsadvantaged businesses 

Franchzszng and Lzcenszng 

Mzsszon To promote the development and competitiveness of Black manstream 
enterprises (BEs) through fianchsing and licensing 

0 bjectzves 
1 To develop BEs as mainstream fianchsers in the South African market through the 

systems development or 'engmeering' of new fianchse operations, 
the 'conversion' of current black businesses into franchse operations, 
the acquisition and support of internat~onal master franchse agreements 

2 To identlfy and promote licensing agreements for products, processes, and 
technologies offemg a competitive advantage to BEs 

3 To assist Black consulting and legal firms in developing slulls and expertise in 
franchsmg 

4 To support programs and activities promoting entry of BEs as fianchsees 

Strategy 
1 Leverage techcal  assistance through fianchse systems development, conversions of 

existmg BEs into franchse formats, and international master agreements to reach a 
large number of wable BEs, offering employment and equity opportunities 

2 Promote entry and development of BEs and black entrepreneurs mto franchsing and 
licensing by developmg worhng relationshps with selected U S and South African 
fi-anchsers, trade organuations, and licensors 

3 Recover full transaction costs of fianchse development (engmeering and conversions) 
and licensing through the operations of the TAF as a revolving loan hnd 

4 Reduce transaction costs of franchse development through the use of short-term 
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student mternshps 

Promote affirmatwe act~on plans and pol~cies among kASA and RSA franchisers 
through exposure to U S associations' programs 

Means of Implementatzon 
'Manualization' of tradmg, systems, and procedures for franchise operations 

Techcal assistance on fianchse and license development (feasibihty, marketing, 
business plans, legal agreements, financial structunng, etc ) provided to BEs and 
prospect~ve BEs through the Techrucal Assrstance Fund (TAF) engagements of 
consultants, as agreed upon and requrred by BICSN and the BE 

Preparation and dissemation of sample templates and models of hcense and fianchse 
agreements, manuals, business plans, financ~al structuring, and simlar documents 

Slulls-based workshops for BEs, prospect~ve Black fianchsers, franchisees or 
hcensees, carried out jointly wlth franchisers, trade groups, or lendmg inst~tutlons and 
programs, using sample documents descrtbed In #1 and #2, above 

'Syndicated', largely self-sustamed conferences, semtnars, and fora to demonstrate 
hcensmg and fianchsing and dissemnate informatron 

Agreements with uruversities and simlar institutions admnlstering student mternshp 
programs 

The Technzcal Asszstance Fund (TAF) 

Although the TAF was not a separate division, its mtssion, objectives, strategy, and 
means of mplementations were also dehed as follows 

Mzsszon To increase the competitiveness of Black enterprises by prowding them w~th  
access to spec~ahzed techrucal expertise 

objectzves 
1 Develop BEs capab~l~tles m key functional areas such as formulation and 

implementation of business plans, marketing, accountmg, and management control 
systems 

2 Engage consultmg firms capable of delivermg quallty and cost-effective semces to 
BEs m a ttmely fashlon 

3 Provide Black consulting firms with the access to 'know-how' and technologies to 
tmprove thelr compet~tiveness m the consultmg servlces market 

4 Leverage resources by managmg the TAF along commercral, market-dnven h e s  whde 
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preservmg its developmental nature 

Strategy 
Deliver intensive techmcal assistance to a 'core' set of BEs through repeated TAF 
consulting engagements 

Invest in slulls-based, replicable training matenals to provide, znter alza, models for 
business and marketmg plans, corporate capability and financial statements, and loan 
application documents 

Develop linkages wth, support, and assist local Black consulting firms mth the 
potential to del~ver quality and cost-effective semces to BEs ~n the Transvaal, Cape 
and Natal repons 

Means of hplementatron 
Develop and periodically update corporate profiles of BEs targeted and/or served by 
the project, to assist BICSN's marketing and evaluation 

Adapt and/or develop and dissemmate through workshops standard, modular, 'hands- 
ont, slulls-based, rephcable business trmmng packages and matenals su~table for BEs 

Implement TAF resource-leverage and cost-recovery of its d~rect contract 
engagements (contracts assisting or dlrectly benefiting a BE) through 

a flexlble chent co-payment scheme for TAF external, out-of-pocket expenses, 
a revolvmg loan fbnd for fir11 recovery of out-of-pocket expenses on mergers, 
acquisitions, fianchse conversions and development, 

Develop task-order system for consulting semces wth pre-qualfied firms and through 
agreements mth other advocates' programs 

From the last Contract Amendment onwards, BICSN entered its institutionahzation 
phase Project work in the fianchsing component fimshed, as scheduled, in June 1995 The 
corporate procurement program ended its actlvlties in August 1995 and the M&A component, 
since January 1996 drrectly under the management of the Chef Operatmg Officer is workmg 
on selected pending transactions 

Through the remamder of the anticipated end of the contract, 30 September 1996, the 
two r e m m g  professional staff wdl concentrate on 

assisting the National Industrial Chamber (NIC), as the successor BICSN entity in the 
procurement program, in the start-up and implementation of its program, 
deslgmng and attemptmg to start up a private equlty fbnd to assist black entrepreneurs in 
gamng equity positions in mamstream firms, 
desigmng commercially-vlable successor entitles to assist black entrepreneurs gan equity 
and management expenence in madme businesses, 
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effecting an orderly close down of the project 

Purpose and objectrves of the evaluatron 

The purpose of t h s  evaluation is to perform an impact assessment of BICSN in terms 
of the revised project logframe achevement of the project purpose, the suitability of delivered 
project outputs, and adequacy and efficiency of inputs Specific objectives to be fblfilled are 

1 E x m n e  the adequacy of the project design in relationshp to the business and social 
envrronment in South Afhca in order to summarize the 'lessons learned' and provlde 
recommendations for possible future pnvate sector development project designs, 

2 Examme the implementation strateges developed by the Contractor and their effectiveness 
and suitabhty to the environment, 

3 Document, for the record, the potential impact of the project 

Team composrtron and qualrficatrons 

It is anticipated that to obtain the m x  of talents and slulls to carry out the terms of 
reference of ths  assignment w t h n  the proposed schedule, the team will requne three persons 
from the U S and one team member based In South Afnca 

In addltion to covering at least one of the substantwe areas of evaluation, the Team 
Leader will have ample expenence in the successfbl performance of sirmlar assignments He 
or she shall be responsible for coordinating team members' efforts to achleve the timeliness 
and quality of the deliverables specified herein 

The composition and qualifications of the evaluation team members shall, in 
combination, combine the followng areas of expertise 

documented expenence in project momtonng and evaluation, impact assessment, and 
logframe methodology, with special emphasis in private sector development, 
documented professional experience m the franchsing Industry as a franchse developer, 
franchse company manager, or consulting services provider to private sector franchse 
systems, 
documented experience in any or several of the followng areas merchant banlung, 
investment banlung, mergers and acquisitions, financial structurmg, or venture capital, 
pnvate sector expenence in any of the following areas subcontracting, corporate 
procurement, corporate re-structunng, re-engmeenng of supply chams, etc 
knowledge of the business envlronrnent in South Africa, 
ability to conceptualize and excellent wntten and verbal commumcation slalls 

lndrcatrve tasks 

The evaluation team shall perform the followng indicative tasks 
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Task 1 Documentary revzew and briefings 
Prior to the~r departure to South Afnca, the U S -based evaluat~on team consultants 

shall 

perform a revlew of project documents and mater~als avadable at the contractor's office in 
Washngton, DC, 
obtam briefings from contractor and subcontractor personnel involved In the project, 
conduct selected interviews mth individuals who have been ~nvolved mth BICSN from 
U S -based orgamzations and corporations 

The objectives of tlvs task are for the team to become as farmliar as possible wth  the 
project and to elicit and mcorporate Input from the contractor The est~mated level of effort 
for ths  task is 3 work days 

Task 2 USAID/SA bnefing and znput znts the evaluation process 
Upon arr~val m South f f ica ,  the U S -based team shall meet their South African 

counterpart team member, obta~n briefings from the USAID Pnvate Sector Chef and the 
BICSN Chef Operatmg Officer, and final~ze the work schedule of the ass~gnrnent The team 
shall 

finalize the Terms of Reference of the assignment, as necessary, 
develop and subrmt a framework for the evaluation, mcluding a set of proposed Impact 
assessment indicators suitable for the project and the env~ronment m South Afr~ca (such 
fiamework should be responsive to the project logframe and be supported by clear, 
effective and efficient methodologes to evaluate the project activities and outputs m 
achevmg the project purpose), 
develop and submt a detailed draft outlme of the evaluat~on report, 
develop and subrmt a proposed work plan for the assignment, whch shall lnclude a list of 
prospective informants and/or mntermewees, travel plans (mf necessary), proposed dates for 
interim progress reports subrmssions, and date of presentation to USAID/SA of the draft 
evaluatlon report 
participate in a roundtable d~scussion on BICSN with the contractmg officer, the 
ChefPrivate Sector Office, the REDSOPrivate Sector Officer, and the relevant Program 
Officer 

USAID/SA w~ll prowde Input to the team and, through the BICSN Project staff, 
supply assistance and logistical support The team wll have office space, secretmal and 
logstical assistance prov~ded by the Contractor at the BICSN Project offices The 
delwerables of ths  task are 

the deta~led outlme of the evaluation report whch shall contam the framework for the 
evaluation, the impact ind~cators proposed, and the methodology to be used, 
a proposed work plan for the assignment, satisfactory to the requirements spec~fied above 

The estimated level of effort to complete ths  task is 4 work days 

Appendlx C Terms of reference of the evaluat~on Page XII 



B I ~ >  
final evaluatron report 

Task 3 Data collectcon mtervtews, documentary analysts, yocus groups, "etc 

The team shall Implement its proposed evaluation methodologies, and collect the 
information necessary for impact assessment It is expected that the team shall, at a rmnunum, 
conduct structured interwews wth  BICSN current and past client firms, project and client 
techrucal assistant suppliers (consultants), representatives of business orgarmations and 
financial institutions farmhar with the project, selected BICSN Policy Reference Group 
members The team may also elect to conduct focus group discussions with BICSN clients, as 
necessary 

The team shall also examne and analyze infonnat~on contained in the BICSN client 
databases, progress reports, sample BICSN techrucal assistance contracts, prograrnhraimng 
manuals, and the project tramng database to obtam additional information and quantitative 
indicators of operations and impact 

Estimated level of effort of ths  task is 10 work days 

Task 4 Intenm progress reports 

During its field work in South Afhca, the evaluation team shall prepare and present to 
the USAID Pnvate Sector Chef, or h s  designate, bnef weekly reports on progress made, 
prelimnary impact findings, methodological, design, and implementation issues that need 
discussion 

The delwerables of t h s  task are the brief weelcly progress reports subrmtted to 
USAIDISA The estunated level of effort of t h s  task is 2 work days 

Task 5 Presentation and dtscusston of draft evaluation report to USAIDBA 

The team shall prepare, produce, and distribute copies of their prelimnary evaluation 
report to USAIDISA and the Project team in advance of a presentation The evaluation team 
shall present its man findings and recommendations to the Mssion and incorporate comments 
and feedback prowded to the team, if needed, in the final version of the report 

The delwerable of ths  task is the draR evaluation report subrmtted to USAIDISA 
The estimated level of effort of thls task is 3 work days 

Task 6 Preparatzon offinal report andpresentatcon to USAZD/SA, USAZDM, and 
Contractor's home office staff 

The evaluation team shall orgamze and dehver a presentation of their findings and 
recommendations to relevant USAIDISA and USATDNV officers The major objective of the 
presentation is to prowde feedback to USAIDISA and USAIDNV on 'lessons learned' from the 
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BICSN project design and how to incorporate these in hture designs for private sector 
development projects 

It is hghly desirable that, in addition to the written evaluation report, the team prepare 
a summary "electromc slide presentation" usmg commercially avarlable software 

The del~verables of ths task are 

five copies of the final evaluation report submtted to USAID/SA, 
five copies of the report subrmtted to USAID/W, 
electromc copy of the report in a standard commercially avadable word-processing 
software, 
electromc copy of the "slide presentation " 

The estimated level of effort of ths  task is 4 work days The man contractor will be 
directed by the Mssion to provlde additional copies of the report to USAID informatton 
repositones, as well as provlde additional copies to the Mssion in South f f i c a  

Summary of del~verables 

The following is a summary of expected deliverables, thelr target audience and 
location 

Delrverable Target audrence Locatron 

1 Framework for ~mpact assessment lnd~cators 
2 Draft outlme of evaiuat~on report 
3 Draft work plan for field work in South Africa 
4 Rev~sed framework & evaluation report outline 
5 Rev~sed and detalled work plan 
6 lnterlm progress reports to USAIDISA 
7 Draft evaluat~on report & presentation to USAIDISA 
8 Fmal evaluation report & presentation to USAIDISA 

Wash~ngton, DC 
Pretoria SA 

Pretoria SA 

Pretona SA 

Pretoria SA 

Pretona SA 

Pretoria SA 

Pretoria SA 

The final version of the evaluation report shall be also delivered m electromc form 
(HD, 3 5" diskettes), uslng a standard, commercially avadable word-processmg package 
Slmlarly, copies of "electromc slide" presentations shall also be made avadable 

Summary of est~mated level-of-effort 

Exclusive of mternational travel time, a summary of the estimated total and per task 
level of effort is as follows 
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Evaluatron Task Estrmated work days Team members Person/days 

Task 1 
Task 2 
Task 3 
Task 4 
Task 5 
Task 6 
Travel days 2 3 6 

Totals 28 107 

Projected schedule 

The projected summary schedule of key activities to conduct the evaluation IS as 
follows 

Key actrvrty Begrn date End date 

Task 1 
Travel to SA 
Task 2 
Task 3 
Task 4 
Task 5 
Task 6 
Travel to USA 

Loglstlcs and support 

The contractor offices In Waslungton, DC, and in Johannesburg, SA, will provlde 
logistical support traveling arrangements, office space, access to computer facilities, 
mtroductlons to partles, etc , as necessary 

Selected hst of relevant documents 

These documents d l  be made avadable to the evaluation team by Chemontcs pnor to 
the~r Washgton TDY 
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BICSN Contract Scope of Work 
Chemomcs Proposal 
Project Work Plans 
Project Logfiame 
Project Progress Reports 
Project Blbhography 
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