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Preface

A  Background

The Black Integrated Commercial Support Project (BICSN) 1s a proneermg effort
funded by USAID to promote equitable participation of blacks m the South African
economy This report evaluates BICSN project impact from the time 1t was restructured n
1993 to the present The report has been prepared by a four-person team hired by the
contractor, Chemonics International, to comply with Chemonics’ contractual obhgation to
perform periodic self-evaluations Team members have experience in the three areas under
mvestigation (Corporate Procurement, Franchising and Licensing, and Growth, Mergers,
and Acqusitions) as well as in evaluation of USAID-funded projects

B  Objectives

Objectives of this evaluation are to (1) examme the project design m the context of
busmess and social conditions in South Africa, (2) summarize lessons learned and provide
recommendations for future efforts, (3) examine implementation strategies and mputs to
determine their effectiveness, and (4) document project results agamst performance targets
n the 1993 logframe, described more fully in the 1994-95 work plan

C  Resources and methodology

Evaluation methodology derives from the project logframe (Appendix A), the work
plan of 1994-95, and the terms of reference for the evaluation team (Appendix B) The
team made extensive use of project design documents, USAID’s Country Strategic Plan,
the BICSN contract and contract modifications, project reports, and other data sources
supphied by the BICSN team and USAID The latter included a BICSN database for
tramming events, broken down by component, and a large project database of over 4,300
records contaimng mformation on South African entrepreneurs, local advocacy groups,
consultants, banks, and financial institutions

To determune the extent of project impact, the evaluation team conducted meetings
and mtake mterviews with more than 50 USAID officials, BICSN-assisted black
enterprises, RSA corporate executives, and former members of the Policy Reference
Group A list of interviews appears 1n the Acknowledgments There were some limitations
in the availability of hard numbers showing increases in turnover, given the reluctance or
mability of a few enterpnises to provide this mformation However, the famihanty of the
BICSN team with business conditions at assisted companies enabled the evaluation team to
make fairly reliable estimates of project results A detailed explanation of the team’s
methodology 1s included in Section I

D. Credentials of the evaluation team

Mr. Joseph F Burke, Team Leader, 1s an mdependent consultant and specialist in
project management, design, and evaluation He has extensive experience in private-sector
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marketing, sales, export promotion, and mstitutional strengthening of NGOs Mr Burke
holds umversity degrees m busimness admimnstration and mternational trade Prior to hus
consulting work, he was a sales and marketing executive for General Tire International,
Colgate-Palmolive, and Umted Brands in Latin America and Afiica

Eugene Getchell, Franchising and Licensing, 1s a certified franchise executive and
independent consultant m franchising, marketing, and business management He s a
member of the International Franchising Association and served as chairman of the board in
1991 He was also vice president of franchising with Long John Silver’s Seafood Shoppes,
Inc He holds a bachelor of science degree from Colorado State University

Themba M. Pasiwe, Corporate Procurement, is a registered CFA and business
consultant specializing m financial accounting, taxation management, business development,
and corporate finance He holds a bachelor of commerce degree and a diploma mn busmess
management

Peter J Wnight II, Growth, Mergers, and Acquisitions, 15 a specialist in
privatization and venture capital in emerging markets He 1s managmg director of
Composite Matenals, Ltd , responsible for corporate development, strategic acquisttions,
and negotiation of distribution channels Consulting assignments include privatization m the
Slovak Republic and design of equity and technical assistance funds m South Africa He
previously held executive positions at Merriweather Capital, Merchant Bank, and Wells
Fargo He 1s a CPA and holds an MBA and a BA degree in international relations

E. Organization of the report

In addition to the executive summary, the report has six sections The first reviews
the political and economic context of BICSN and the extent to wiuch it has changed since
BICSN began The second summanzes the mam elements of the project’s history 1ts
design mussion, objectives, and strategies, 1ts continuing relevance to USAID’s Country
Strategic Plan, and a brief summary of project implementation

The third section constitutes the major section of the report It contains an analysis
of the effectiveness of contractor interventions, and an assessment of project results It
provides aggregate data for the three project components--Corporate Procurement,
Franchising and Licensing, and Growth, Mergers, and Acquistions--and at the close, the
major findings of the evaluation team

Sections 1V, V, and VI are devoted to a more detailed assessment of mdividual
project components They evaluate component inputs, or means of implementation, and
compare component results with end-of-project targets n the January 1994 work plan

Preface Page 1
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Executive summary

The BICSN project as restructured and re-staffed was dynamic, focused, and
results-oniented It succeeded m adhering to its reformulated mission “to assist a core
of mgh-potential BEs (black enterprises) achieve accelerated growth and linkages with
the large enterprise sector and to function as models for other BEs ™ It also fulfilled
four interrelated objectives to

e Develop greater access to markets for black-owned enterprises by forging
profitable commercial hinkages with corporations and other business entities in
South Africa,

¢ Improve the managenal capabilities of targeted black enterprises,

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

e Achieve long-term self-sustamnability in many targeted black enterprises by
transforming these entities into professionally managed, formal businesses

The project broke new ground by bringing BEs into important business areas
from which they had been almost entirely excluded up to the tune of majority rule
BICSN, therefore, was instrumental 1n opening the formal establishment to the concept
as well as the reality of greater economic participation for blacks through 1ts focused
products in Corporate Procurement, Franchising and Growth, Mergers and
Acquisitions Moreover, BICSN has shown that well-concetved and competently
executed, private-sector-based efforts can have immeasurable impact in paving the way
toward a new economic order

BICSN was particularly well served by 1ts three senior executives, who had
both the will and the ability to fulfill their mandate Had BICSN had the resources to
hire more educated, upwardly mobile South African understudies, the benefits of on-
the-job traming in BICSN’s various technical areas would have been of even greater
significance to long-term sustainability

The reorientation of the project’s Technical Assistance Fund, or TAF. to a
client co-payment for techmcal services 1s viewed by the evaluation team as a sound

approach and proved to be a useful filier to determine the seriousness of prospective
clients BICSN chents were equally well served by the project’s extensive program of
conferences, seminars, and workshops

Given the resilience of the South African business environment, BICSN’s
equity fund component was unfulfillable as planned The lack of equity moneys
represented a continuing constraint to the project, and limited its impact in many areas
Nevertheless, BISCN went on to succeed BICSN paved the way, moreover, for a

W
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USAID follow-on equity fund/techmical assistance project, which 1s in a better time
frame and can benefit from its predecessor’s experience

The BICSN experience indicates that future donor efforts of this kind need to
create re-flow and recapturing mechanisms, possibly through an assigned trust entity,
to enable continuing rotation of moneys Equity fund projects allow especially
interesting possibilities for the creation of re-flows

Executive summary Page



Section I: The project context

In 1992, when BICSN began, the need for greater black participation n the South
African economy was manifest Decades of discrimination had restricted black control of
economic resources and limited black opportunity to acquire business expertise Although
blacks comprised three-quarters of the population and nearly half its buymg power, black
business contributed less than 5 percent of the gross national product It had virtually no
impact on the country’s most strategic sectors finance, manufacturing, mumng, and
agriculture Of more than 800 companies listed on the Johannesburg Stock Exchange
(JSE), only two were black controlled *

A 1993 report by NSA Management 1dentified two factors that were decisive in
constramng the growth of black enterpnise (BE) white government policy prohibiting
black activity i urban areas, and demands by white groups for protection from black
traders As recently as the end of the 1970s, no black partnerships, companies, financial
nstrtutions, wholesaling, or manufacturing businesses of any kind were permutted in the
townships, and black businesses i the homelands were confined to meeting the daily needs
of the local commumnity Blacks were not allowed to operate more than one busmess,
whether of the same type or not, and the establishment of compames, partnerships, or any
form of resource-pooling was prohibited As the report makes clear, “a more determined
atternpt to limit the growth of black business can hardly be imagmed **

Following the Soweto Ruots of 1976, and culmmating n the end of political
apartheid, legal and regulatory restrictions to black business were gradually hifted
However, n all but a few cases, the status of BEs was immature Lacking business skills,
capital, and market access, they continued to be constramned by systemic and attitudmal
roadblocks from participating 1n both the private and public sectors of the economy

Through various reconstruction and development programs, today’s national
government 1s attempting to redress past mequities Local government in South Africa 1s
also commutted to creating wider economic opportunity for previously disadvantaged
groups, and foreign donors such as USAID are an important part of both national and
regional efforts to achieve a “sustanable transformation ” Fmally, South Africa’s private
enterprise sector 1s being asked to contnibute to alleviating economuc imbalances, not as a
social responsibility but as a matter of sound economic practice

With these forces marshaled m support, the conditions for black busmness are
mproving The BICSN project, by virtue of its imeliness, has been mtimately involved in
this process While blacks continue to dominate the ranks of the unemployed, the National
Industnial Chamber (NIC) estimates that some 70,000 black manufacturers are presently
operating m South Afica in every segment of hight industry, from sheet metal working to
dress making >

! Himelfarb and Wales Black Integrated Commercial Support Network Project Design prepared under
the auspices of USAID/South Africa 1991

2 NSA Management (PTY) Limited NSA Equity Investments Limited page 4-6

% South Africa (un)Limited ’ Southern Afnican SUCCESS summer 1995/96 pp 11-12
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In a sense, the BICSN project can be seen as a microcosm of recent economic
developments m South Africa The country as a whole 1s enjoymg an economic boom The
large net outflows of capital that occurred m the eighties have changed to net mflows
According to the Bureau for Economuc Research, the overall growth rate m real GDP grew
from 0 6 percent from 1982-1992, to 6 4 percent m the last quarter of 1994, and 1s
projected to grow at about 3 percent per year through the year 2000 * State expendtures
are being restructured to be more transparent Government spending 1s being restricted,
with the budget deficit on a declming path Inflation, too, has reached its lowest levels since
the early 1970s°

Black enterprise, and BICSN-assisted businesses, have benefited from these trends
While undemably BICSN has had a positive impact on the both the direction and magnitude
of black business growth, 1t 1s also true that South Africa’s overall growth has benefited
BICSN The question remains whether or not black busmesses have benefited from
expansion to the same degree as white

Figures for the Johannesburg Stock Exchange murror the overall dilemma for black
enterprise today The JSE is the largest exchange in Africa and the fifteenth largest in the
world, with a total market caprtalization of US$232 7 billion as of March 1995 ¢ Whereas
n 1991, there were only two black businesses listed, today there are twelve, a 600 percent
mcrease i five years Three of these--Real Africa Holdings, Real Affica Investments, and
Afica Life Assurance--came about as a direct result of BICSN intervention

While the trend 1s distinctly positive, the pace of change remains unsatisfactory to
many The number of black enterprises on the JSE 1s below 2 percent of the total, and the
figures for capitalization are even lower, at US$1 17 billion, or 0 5 percent of the total

Thus, while BICSN successes offer encouragement to those who are working
toward sustamable economic transformation, such efforts are far from achieving thexr
ultimate goal Perhaps the most important lesson learned, as demonstrated over and over
this report, 1s that interventions must take place over a prolonged period, and that once a
certamn momentum 1s achieved, it must be sustained through repeated action and
unrelenting commitment

¢ CITC Guidebook p 64
S Foreign Financing Finance Week March 28-April 3, 1996 p 33
8 CITC Guidebook to Domng Business in South Afnca WriteStuff Publishing CC January 1996 p 56

Section | The project context Page | 2



Section ll: Project overview

A. Project design

In the wamng years of apartherd, USAID established a presence n South Affica to
help overcome the deleterious effects of apartheid on the majonity population In keeping
with this objective, the Agency designed a large package of projects, among them a US$83
mulhon umbrella effort entitled Black Private Enterprise Development (BPED)

The BICSN project was part of this larger undertaking, and its design united the
prmcipal elements of eight separate USAID-financed studies carried out between March
1989 and Apnil 1990 In May 1991, a Request for Proposals for BICSN was 1ssued As
stated m that document, BICSN’s project purpose was “ to increase the rate of economic
empowerment of disadvantaged South Africans by developing and nurturmg promising
enterprises within the black business community ” The project objectives were to

e Develop greater access to markets for black-owned enterprises by forging
profitable commercial inkages with corporations and other business entities
South Africa,

¢ Improve the managenal capabilities of targeted black enterprises,

o Increase the long-term employment and wealth creation potential of black
enterprises,

o Achieve long-term self-sustamability in many targeted black enterprises by
transforming these entities nto professionally managed, formal businesses

Project implementation was centered n three mam project components, including
promotion and education, techmcal assistance, and equity capital support In the absence of
an RSA counterpart mstitution, advisory gumidance was to come from a Policy Reference
Group (PRG), composed of seven high-profile professionals in business and business
support, the majority from disadvantaged South African communities

Measurable outputs to flow from this project were new capital investments in
black enterprises, new jobs n black-owned enterprnises, growth m billing turnover, the
development of new enterpnises, and improvements 1n black enterprise development

B  Project award and startup

The BICSN contract was awarded to Chemonics International on September 26,
1991 n the amount of US$10 2 milhon The award was protested by a competitor,
however, and stop work orders were 1ssued The effective start-up date was therefore
delayed to Apnl 1992, when the first cluef of party and two staff members opened the
project office n Johannesburg
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C First implementation phase

The first phase of implementation lasted some 12 months, from April 1992 to April

4993 While several successful chient relationships were established i this period, in
general, BICSN got off to a poor start Some of the difficulties nvolved a lack of

programmatic focus and field team coherence, and poorly defined responsibiltties for
eving BICSN’s contractual objectives In addition, the Policy Reference Group felt that

its mteraction with the project was mnadequate

D  BICSN reorganization

BICSN's second annual work plan was rejected m Apnl of 1993 by USAID/SA,
and the Misston asked Chemonics to assess project experience to date and to reformulate
its implementation strategies Concurrently, Chemonics recalled its chief of party toward

the end of April, and he subsequently resigned

In May and June of 1993, Fernando Bertol, on a tour of duty m monttoring

and

evaluation, took the lead in a strategic reformulation of the BICSN project In July, Dr
Bertoh returned as BICSN COP In August and September of the same year, a series of
workshops were held with the participation of USAID, BICSN, a logframe specialist, and
local outside consultants for the purpose of reexamming the implementation strategy and

producing the project’s first logical framework, or logframe

Bnefly, the outcome of these efforts was to reconfirm the fundamental soundness
of the onginal project design and contract objectives, but to restructure the various project

elements as follows
e To focus on BICSN’s chents, the BEs, rather than on transactions

¢ To exploit the project’s comparative advantages, namely its access to U S
corporate know-how, technologies, and innovations

e To leverage the TAF fund s through client co-payment, and possibly, to establish a
BICSN Trust Fund to recoup burdened rate costs in acquisitions transactions

e To promote jont-ventures of BEs with both foreign and South Afnican investors

In line with these changes, BICSN also restructured @g “product’ hines rather 1o

than functional areas, establishing three major components, or divisions Corporate

Procurement, Franchising and Licensing, and Growth, Mergers, and Acquisitions

E Second implementation phase

The second phase of implementation (including the period of reorganization) took
place from May 1993 through May 1995 At that time, Franchising and Licensing Vice

Section il Project overview

Page Il 2
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President Robert Pirtle ended his tour of duty and the “unbundling” or dismantling of the
BICSN project began This self-evaluation report examines project efforts duning the
second mmplementation phase up to the present, roughly a two-and-a-half year time frame

F. Project unbundling and closure

Unbundling refers to the process of spmning off BICSN’s core activities--corporate
procurement, franchisng and hcensing, and growth, mergers and acquisitions--to bring
them under other institutional roofs USAID’s unbundling strategy 1s designed to leverage
the contacts BICSN has made i South Afiica’s private sector and to maximize its gains

Section Il Project overview Page I 3
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Section lll: Summary of project resuits

A  The BICSN Project logframe goal, purpose, and outputs

The project goal of “achieving a more equitable black participation m the South

African economy” was operationahzed mn the BICSN project mussion statement as

“BICSN will contribute to a more equitable participation of blacks in the South African
economy as owners, managers, and employees of healthy and competitive private sector
The project purpose was embedded n the two objectives of BICSN

firms <

o help a core of high-potential black businesses achieve accelerated growth and compete
m the mamstream South African economy,

¢ have this core of high-potential firms function as models for other BEs

There were four expected project outputs

¢ High potential BEs with the managenal, accounting, marketing, technical, and financial
know-how to compete successfully mn the mamnstream economy

o Increased, project-brokered opportunities open to target BEs through contracts,

acquisttions, franchising, and jomnt ventures

Improved access to commercial debt and equity capital finance for target BEs
A more conducive business environment for BEs by working with South African
corporations and the public sector

inputs

BICSN Project staff

Technical Assistance
Fund

PRG & US corpurate
pohicy guidance

w & o~

11
12

Figure Iti1 BICSN Project logframe diagram

Activities

With target Black enterpnses

With technical assistance
providers
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The project logframe, which includes the activities and mputs logically
necessary to produce the outputs and fulfill the project purpose, 1s summarized in the
diagram of Figure III 1  As may be observed in Figure IIT 1, n addition to the policy
guidance supplied by the Mission and an independent Policy Reference Group (PRG),
and the techmcal expertise of the project staff, the design of BICSN imncluded inputs
from a Technical Assistance Fund (TAF) to be managed by the contractor

The activities of the project were conceptualized n five “programs” or
clusters®

I Directing a greater share of procurement by South Africa’s major corporations to
black-owned suppliers, making available the techmques forged for this purpose by
U S corporations

I Creating opportunities for black companies to enter into partnerships and jomt
ventures with U.S firms engaged in trade or direct mvestment in South Africa

I Acquisition of equity ownership through unbundhng and restructurmg of
South Africa’s large enterprises

IV Increasing the flow of commercial credit to black firms

V Openmg franchising opportunities to black entrepreneurs through the
development of local franchises and encouragement of U S franchusers to explore
the South African market

In this section, the evaluation team examines
¢ the adequacy of the project design,
the effectiveness of the project mputs and activities,
e the overall project “results,” z ¢ , the outputs related to the fulfillment of the project
purpose,
o the “lessons learned” from the project

The remaining sections of the report, sections IV though VI, contain more
detailed analysis of each of the three main operating divisions or “product lines”
through which the project operated corporate procurement, franchising, and growth,
mergers and acqusitions (GM&A)

B. Adequacy of the project design

The evaluation team finds that the BICSN project design remains mn hne with
USAID/South Africa’s Country Strategic Plan to facilitate “broad-based participation
m political and economuc hife ” The mussion, objectives, and strategies are closely tied
1o the Mission’s Strategic Objective # 5, private sector development, which seeks to
increase access to financial markets for small, medium, and large enterprises through
development partnerships with the private sector

A major problem of the first phase of implementation of the project was its lack of
clanty i externally and internally projecting who the BICSN chent was As a result, a

20p ct,p 11
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broad range of "proposals" came across to BICSN and USAID, most of them were
mappropnate for the project resources or its emphasis on BEs and entrepreneurs with a
lgh potential to compete in the manline economy Put simply, BICSN could not be all
things to all people, 1t had to sharpen its focus

The sharper restatement of the project
purpose had the healthy effect of easing
client identification and targeting
principally those who had proven their
entrepreneurial wherewtthal by having
fought and survived through all the odds
stacked against them in the apartherd
system

Upon the resignation of the first COP, the
Mission and Chemonics took the opportunity to
begin a review of the project and reformulate its
strategy In late May, the contractor mitiated an
internal review and submitted two concept papers
one focused on franchising, the other, on re-

orgamzing the project along “product lines” to fulfill
the project purpose

During September 1993, the Mission and Chemonics, with the assistance of
external consultants, undertook a more formal review of the project and developed the first
project logframe for BICSN (see Appendix A) The project review team concluded that
¢ the onigmal project goal and purpose were sound,
¢ the onigmal project purpose needed to be sharpened and was reworded “Zo assist a

core of mgh-potential BEs to achieve accelerated growth, linkages with [the] large
enterprise sector and function as models for other BEs,”

o the project would focus on its high-potential BE clients, with all technical assistance
centered around them,

* to expedite implementation and move away from the “decisions by committee” modus
operands of the TAF, the project would be organized along product lines, with the
“product managers” acting as chent relationship managers,

e more appropnate “client filters” needed to be set up to avoid the project bemng
mundated with requests outside of the project target clients,

e the project should exploit its competitive advantage of inkagesto U S technology and
know-how, relative to the South Afican context,

o the project should identify, work with, and nurture a small core of model! BEs and
demonstrate effective ways of mainstreaming these firms,

o the project should pilot new ways of intervention that, if successful in the South African
context, could then be replicated by others

The sharper restatement of the project purpose had the healthy effect of easing
chent :dentification and targeting principally those

The re-structunng exercise helped in
defining the project and the expenence of
implementation further sharpened the
competrtive advantages of the project
These advantages were its potential to
access and deliver Amencan business
know-how to BEs

who had proven their entrepreneunial wherewthal by
having fought and survived through all the odds
stacked aganst them m the apartheid system While
this entrepreneunal "pool" was small, the strategy
adopted by BICSN to give intensive, repeated
support, rather than "butterfly" support was

consistent with the intent to foster a core of model
BEs capable of competing n the mamstream economy

The component dynamics of the project were changed Corporate Procurement,
Growth, Mergers & Acquisitions, and Franchising emerged as the three product lines of
BICSN The retention of one semior project member, the recruitment of a new COP, and

Section lll  Summary of project results Page Il 3
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the stepping down of three semor staff changed the direction of the project The
rejuvenation of BICSN owes as much to the perseverance and competence of the new team
as the formal restructuring sesstons and their printed outputs

Though the project design did not determine the geographic coverage that BICSN
was to adopt, in the end BICSN was “forced” to work almost exclusively in Johannesburg
Given its mited human resources and the need to produce early impacts, this was a sound

strategy

The mam evaluation question addressed here 1s 1f this redesign and 1ts
implementation were adequate 1 terms of the surrounding environment, the resources
provided, and the outputs delivered Owerall, the evaluation team finds that

e the timely intervention of USAID and the contractor in reviewing project
implementation with outside consultants and sharpening the design through the
production of a project logframe was a key factor i turning the project around in
September 1993,

o slowly but surely, BICSN gained credibility and “delivered the goods,” 7 e, the results
that we summarnize in this section,

o the sharp focus of BICSN on high-potential BEs allowed 1t to operate in a unique
and largely empty niche in the rich context of a myriad of business advocacy
organizations operating mn South Aftica,

¢ the project developed and implemented a successful scheme of chent co-payment
for technical assistance that served both as a filter to select lugh-potental,
commercially-oriented clients, and to nstill a commercial, private sector
orientation,

e the Mission has built upon this expernience of chient contributions and included 1t in
the design of a successor project, the Equity Access System (EASY),

e the relationship management was a distinctive feature of the project and project
chients invanably expressed themselves about senior project executives as friends
to whom they were grateful,

¢ the component dynamics of procurement, mergers & acqusttions, and franchising
served the project well, especially i the latter two niches where BICSN 1dentified un-
served needs,

e the equity fund component designed mto the project was probably premature for the
South African context where local mvestors’ perceptions of nsk/reward ratios in a
managed, “blind,” equity fund targeted at BEs remain unchallenged

B1 Chent focus

If the timely project review mitiated by the Mission and the contractor provided the
framework for the successful re-onentation of the project, the chient focus developed by
BICSN executives 1s 1ts most striking feature By design, the project concentrated on a few
high-potential chents and provided them with mtensive technical assistance, both
individually and through the TAF The client relationship management served the project
well and chents interviewed uniformly expressed their appreciation of efforts beyond the
call of duty by the BICSN executives
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Whether a more extensive and geographically diverse effort would have generated
greater impact will remain an open question  As the results section shows, given its
resources, the project adhered to the intent of its design to work with a core of ugh-
potential BEs capable of competing i the mainstream economy, piloted new mterventions,
and produced the results presented heremn

B2 The competitive advantages of the BICSN Project

Given the nich South African tapestry of business development advocacy and the
size of its economy, BICSN could have simply made another contribution To make a
difference, mnstead of a simple contribution, the project had to define its market targets
The filters set up by the project after its
re-structuring fostered a simple but The re-structuring exercise helped in defining
effective commercial discipline fan | these and the expenence of project implementation

entrepreneur was willing to be at nsk
with his/her money so would BICSN further sharpened the competiitve advantages of the

The TAF contracts followed this project These advantages were 1ts potential to access
2325;%;?3:;2“5 leveraged the and delver Amenican business know-how to BEs In
each of the three product lines, BICSN developed and

explotted its comparative advantages by

¢ dentifying and acting as a catalyst to develop the franchising market for BEs, through
partnerships with the International Franchise Association (IFA), the International
Finance Corporation (IFC), the Franchise Association for Southern Africa (FASA),
NedEnterpnse, and Deloitte & Touche, among others,

e providing access, with the National Minority Supplier Development Council
(NMSDC), to the best of contemporary U S corporate practice in “mnority
procurement” from corporations such as Bell Atlantic, Digital Equipment Corporation,
Ford Motor Company, IBM, Eastman Kodak, K-Mart, Land ‘O Lakes, Lotus
Development Corporation, Nations Bank, and Washington Gas,

¢ developing an mnovative quasi-commercial facility to help previously disadvantaged
entrepreneurs acquire meamngful equity positions in mainline businesses by con-
funding and sharning the nisk—and the potential rewards--in acquisttions and jont
ventures

These competitive advantages were developed and played well by BICSN The
U S connection mn franchising and corporate procurement 1s especially noteworthy In the
latter case, BICSN’s partnership with the NMSDC gave the project access, on a pro-bono
basis, to the best current U S corporate practice and techniques in subcontracting from
disadvantaged supphers

B3 The Technical Assistance Fund

The filters set up by the project after its re-structuning fostered a simple but
effective, commercial disciplne if an entrepreneur was willing to be at nisk with his/her
money, so would BICSN The TAF contracts followed this principle and thus leveraged
the available funds
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The allocation of funds of the

117 TAF contracts by program area Figure lil 2 Aliocation of TAF funds by
appears i Figure I[II 2 In terms of programmatic area

value of contracts, the TAF contract BICSN

funds for GM&A represented 47% of Francheng o comiceN
the total, procurement TAF contracts oy 2%
werg 29%, and franchising had 11% of o

total TAF funds allocated

Although the time constraints of —
the evaluation and the complexity of the 7% 29%
project did not permut a detailed case by
case impact analysis, the global results
summarized 1n this section and the
detailed analysis performed m later sections clearly establish the relationship between
project inputs and results obtamed Furthermore, client interviews confirm what

BICSN meéant for them From the largest to the smallest cases, the evaluators found

such evidence

Don Ncube, Chairman of Real Africa Holdings, said that without BICSN’s
techmical 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 1ts majority black shareholders Ths transaction was a
cornerstone tvestment m the JSE-listing of the Real Africa Group

At the lower end of the scale, our franchising evaluator recounts the story of an
unstoppable woman from Soweto who 1s being brought into the formal economy
through the help of BICSN’s former VP of Franchising & Licensing In between these
extremes, large and small, are many stories of thanks heard by the evaluators--stories
that tell of businesses saved, businesses growing, and of upgrading of managenal skills
so that sustainability will come of these efforts What stands out to the evaluators 1s
the often timely, focused, and mvaluable use of TAF techmical assistance contracts and
of the availability and enthusiasm of BICSN’s senior staff to assist their chents in
overcoming obstacles

B4 Component dynamics

The project restructunng carned out 1n September 1993 altered dynamics of the
project components The ongmnal level of effort assigned to the management of the
Techmcal Assistance Fund (TAF) was disproportionate in relationship to the need to
identify and develop high-potential BEs  In addition, prior to the re-structuring, the TAF
stalled under conservative m-take and processing methodologies

3 BICSN assistance was instrumental to the black majority control of 3 out of 12 black-controlled
companies currently listed in the JSE
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Table il 1 Number of TAF contracts per quarter

Quarters 1992 1993 1994 1995 1996 Totals
Jan-Mar 7 11 7 2 27
Apr-Jun 3 15 13 31
Jul-Sep 3 11 12 1 27
Oct-Dec 8 10 7 7 32
| Totals]| 11] 31] 45] 28] 2] | 117}

With the restructurmg, BICSN set up crisp product lines and the TAF became 4 an
mstrument or “back room” resource to be
used m achieving the project purpose

Section vice-presidents became chient Figure itl 3 Number of TAF confracts by
relationship managers with the authonty to yearfquarter

prepare TAF contracts and, subject to

concurrence from the COP, commut funds 16

for technical assistance The TAF 14 | Jan Mer
contracting procedures were streamlmed 12 @Apr Jun
and, within the framework of USAID 10 0 Jul-Sep
regulations, made as agile as possible Table B Oct-Dec

I 1 shows that, after restructuring and
beginning with the Jul-Sep 1993 quarter, the
average number of TAF contracts per
quarter mcreased 21T ntracts 1992 1993 1994 1995
were 1ssued m the 12-month penod between
July 1992- June 1993, the equivalent figures
are 47 for the next 12-month period of July
1993 - June 1994, this was a 220 percent
increase

Number of contracts
[e+]

ON A O

Year

B5 Equity fund

The design of BICSN included the creation of a US$5 million Black Equity Capital
Fund (BECF), intended to take mnonty equity positions in BICSN client enterprises
However, the concept of this fund was both ahead of its time mn South Afiica, and was tied
to the performance of BICSN to atiract mterest Additionally, South Africans imited

experience with local venture funds had been largely negative, and they tended to see the
concept as a social one without sufficient commercial success potential

The approach taken by BICSN n 1993 was to concentrate on assisting clients to
solicit commercial loans and equity from alternative sources m the short-term, and to re-
open the structuring of a private equity fund when the investment environment was more
propitious, sometime after the results of the first national democratic elections m 1994
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In May 1995, BICSN prepared a concept paper

If by Mission standards BICSN was on the Egoh Trust and related private equity funds and

large given a very extensive portfolio of

Africa ts human resource allocation in the South African investment community for the

was at best modest given the technical | qpcept of a private managed equity fund, the project

requirements of the design the
eex(:,ectat,ons placed upoﬁ theproject | has reformulated its approach via the concept of a quast-

and as it turned out its potential to equity fund Vexing problems of coping with the

deliver measurable results The fact
that BICSN achieved fts objectives transaction costs implied by target average mvestments

despite these constraints must be of $500,000 to $1m in a fund with a target capitalization
attributed to the dedication and of $30m remain to be addressed, but the renewed effort
{Jer::nessmnalusm of its management 1n this area appears to be on track

Within the implementation of BICSN, the difficulty m raising loans or equity for
ther has a senious constraint  South Afiican financial institutions have

little expenience n black business markets, and blacks, largely as a result of apartheid, have
_not et generally been able fo develop collateral. . Despite thus situation, the project
_achieved 1fs objectives and its success stores memen};Te@rt The
commercial viabihity of private equity funds targetéd ar BES Tias 7ot 10 be demonstrated to
potential South Afiican investors Whether BICSN or others succeed in capitalizing and
managing such a fund 1s still an open question, but well worth the effort if promusing BEs

are to have access to and develop the nght capital structure to avail themselves of the
economic opportunities available in this time of transition

C Effectiveness of project inputs
C1 Human resources and level of effort

In July 1993, when the current COP assumed his duties, there were 7 professional
staff in the project In hine with the “product onentation” set up i the restructuring, there
was a change n personnel and a re-assignation of duties The project management team
consisted of vice presidencies for procurement, franchising, and GM&A, the project was
rejuvenated with the recruitment of professional staff for the latter two slots, while the
procurement slot was managed through a re-assignment of duties

Directed by the Mission’s unbundling strategy, from November 1994 the contractor
began its reduction m level of effort At a rate of almost one a month, professional staff
ended therr services and by June 1995 there were only two professional staff In October
1995, the vice president of corporate procurement was seconded to the Business Linkages
Jor Underutilised Enterprises Project (BLUE), 1n accordance with the Mission’s strategy to
find successor entities for the project

Thus, from 1ts restructuning n July/September 1993, the project operated with its
designed full staff complement for less than 23 months and used short-term level of effort
to make up the difference If by Mission standards BICSN was large, given a very
extensive portfolio of small grants and projects m South Afinca, its human resource
allocation was at best modest given the technical requirements of the design, the
expectations placed upon the project and, as 1t turned out, its potential to deliver

Section il Summary of project results Page Il 8
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measurable results The fact that BICSN achieved 1ts objectives despite these constraints
must be attrnibuted to the dedication and professionalism of its management team

The other provision mn the design for Table Hl 2 Number and rand value
human mputs (that 1s, beyond the staff and TAF of TAF subcontracts
consultant mputs) was for the Policy Reference
Group (PRG) of seven members drawn from the [contracttype || Number | Value
business and business development community g';i‘;‘B%S”;ra' 12 432 g?g
Thus board was designed to provide the project Procurement 3al 1144085
with advice and policy validation gmdance Its  |gya A as| 1856593
effectiveness, however, was dimmished by 1its Franchising 27 458 207
lack of power and authonty relative to the role of
the Mission | Totals |f 117| 4004 037

o
Aﬂ\\

C2 Technical Assistance Fund -

Through the month of March 1996,
the total amount of TAF expenditures wall Figure Il 4 Number of TAF contracts by
have been R4,004,037 Table II 2 displays programmatic area
the allocation of funds by programmatic area

BICSN
and the number of TAF subcontracts Franchising General
23% 13%

OPIC/BICSN

In relative terms, as shownm Figure ool | et a%
III 4, the number of GM&A TAF contracts
represented 31% of the total number,
franchising, 23%, and procurement had .
29% The general TAF contracts under GMEA Procurement

BICSN represented 13% and TAF contracts 31% 20%
to support the first OPIC mussion to South

Africa amounted to 4% of the total number

of contracts

C3 Conferences, workshops, and seminars

Though December 1995, as shown in the summary of Table IIT 3, BICSN
organized and delivered

e 95 events, involving
e 3,314 participants
e for atotal of 3,485 person/days of training

Over the 40 months of active project implementation (April 92 to July 95),
these figures represent an average of 28 events a year and 87 person/days of traming
per month
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Table il 3 BICSN workshops, presentations and training, by component

Total Total Total Total
Project component participants | compantes events person/days
Corporate Procurement 1 437 518 47 1056
Franchising 1 689 738 36 2 310h
Growth Mergers & Acquisitions 188 72 12 120
r Totaf[ 3,31{L 1,34s| 95J [ 3,485|

By programmatic area, the number of training events orgamzed by GM&A

represented 13% of the total, with franchising and procurement contributing 38% and
49%, respectively, as shown m Figure ITT 5

The number of participants attending
the diverse conferences, workshops, seminars,
and presentations orgamzed by the project are
represented graphically in Figure III 6
Franchising had the largest number of
participants, followed closely by procurement

As these figures indicate, BICSN
mantamed a high level of traming activity
tightly focused around its three core areas of
procurement, franchising, and GM&A
Although targeted to BEs, these traming events
frequently brought together PDG entrepreneurs and executives of mamhne South Affican
corporations and were thus useful in positioning BICSN as a “bridge” or honest
“opportunity broker” between these

constituencies The international
franchising conferences and the U S
corporate executives procurement missions
organized by the project provided repeated
opportunities for these interactions, many
of these mteractions were taking place for
the first time, as the country was emerging
from the years of apartherd

C4 Models and tools

In line with the competitive
advantages 1dentified in the restructuring
exercise of 1993, the project developed
and explorted its access to U S busmess
practices and know-how More than any

Figure lll 5 Tramning events, by project
component
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Procurement
45%
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Figure ll 6 Cumulative number of participants,
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other organization active in South Afiica at the time, BICSN mntroduced PDG
entrepreneurs to franchising as a way of doing business

In the procurement area, working closely with the NMSDC and American
executives, the project exposed South African purchasing managers to U S corporate best
practices (strategies, programs, and tracking) m fostering supplier diversity and facilitating
subcontracting from historically underutilized businesses These practices and know-how
were mventoried and summarized in a widely distributed manual on corporate
procurement

D  Projectresults

Measuring the fulfillment of the project purpose, “fo assist a core of high-potential
BEs achieve accelerated growth, linkages with the large enterprise sector, and function as
models for other BEs” requires the selection of verifiable and measurable indicators For
existing firms, the impact indicators would include growth in turnover (revenue) and
mcreases n profitabiity For new busmesses, the mdicators' would mnclude their number,
aggregate turnover, and profitability In acquisttions, the indicators would mclude the
number of transactions attempted, the rate of transactions closed or concluded, and the
value and growth of these equuty transters to previously disadvantaged entrepreneurs

The vanations 1n the willingness of client firms to disclose profitability figures have
lead us to select a less perfect mdicator, turnover, as a measure of growth of existing firms
Furthermore, the available historical data on turnover of the firms s short, as the black
businesses targeted by BICSN are a recent phenomenon n post WMW
and, n fact, one of the project mandates was to foster the entry of PDG entfepreneurs mto
new business areas Methodologically, one must also bear m mnd That the figures on
turnover growth of BICSN chents cannot be compared with those of a similar group of
firms not assisted by the project in order to assess the extent to which the project made a
difference Constrants of time and, above all, the availability of data given the relatively
small “pool” of PDG-led firms simular to those assisted by the project made these
compansons difficult 1f not impossible [AVe have relied, mstead, on the clients perceptions
of whether the assistance supphed by BICSN made a difference to their busmesses, on our
own observations of the businesses, and on our experience to “benchmark” the results of
the project relative to similar, industry-specific, endeavors

The sources of data used mcluded published reports, information from the chent
firms, and data from the project data filess The projections of future earnings or growth
include a discussion of the assumptions used

D1 Equity acquisition and growth among BICSN chent fims

Relative to a total project budget of $10 2m

and the rather modest human resources At the time of this evaluation, the
aflocated to GMA the fact that BICSN has modestly-staffed mergers & acquisitions
transfer and growth, with a potential for an ¢ ot tuded d had
additronal $48m represents an outstanding Tansaclions, concluaed one af our
accomplishment “open” transactions, as shown in Table II1 4
Section Il Summary of project results Page Ill 11
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The pending transactions include enterprises m the o1l distribution, radio, television, and

medical msurance services
Table i 4 GM&A acquisitions pipeline
Transaction | BICSN BICSN Exclusm(y & BICSN
TARGET value LOE format fid 1 BICSN due diligenca Valuation
CLIENT INDUSTRY/SECTOR OBSERVATIONS Rands used |engagement| agreements pre-feasibilityl & valuation | & duedd
('000s) | (PIDs) date signed ended startod ended
[o]0] /D
1| Real Africa Life Insurance Acquisition of 51% of Afiife 160 000 108]  31-Ju-93 30-Sep-93 1-0ct 93|  15-Dec-93}
NP ESS

1] Sizwe Medical Modical services Valuation concluded for MBO 1 500 27 9-Dec 94 30-Jun-95
2| Naledy NABFRA Petrol & lut distnb |\ started of 150 petrdl stations 200 000 31|  18-Apr85| 150ct85 12 Apr 96|

3| JFM Radio Radio broadcasting icense |Regional radio license. Waiting for IBA 3000 18] 30-Dec-94 30-Jun-95

4] WW Africa investments | TV license On-going Waiting for IBA 5|  10-Jan-95

DROPPED

1| Alm Meat Co empioy Aeat pr ] ESOP attempted Unable to raise finance 2400 6] 21 .Jun-93

2| Afnca Financing Club  |Flour milling Unable to raise finance & assemble management 4500 56{ 11 Now93

3| Indwe Consorium Hospritality industry Consortium inactive 10 000 386

4{ Qi Consorhum Ol industry No agreement with seller 100 000 2821 20-Apr-94

§| Executive Cl Chemicals manufacture | Seller sold to another buyer 5000 47  15Jun-94 10-un-94|  26-Sep-94{  30-Oct-94
6| FIN Consorium Financial services Venture structured with another party 7

7| CON-Consartum Housing Development Unable to raise finance Dropped twice 8000 16

8| B-Consortium {Sesafood industry Dropped Potential conflict of interest. 80 000 35| 10-May-94| 30-Aug 94

9| Durban Consortium Light bulb manufacture  [Project was not economicelly viable 4000 10
10| S Publishers Publishing Target company Invoived in liig 4000 14| 24-May-94; 30-May-94. 1-Jun-94
11| T Consortium Filling station Site unsuitable and costly 1000 1
12{ D-Consortium JNV auto dealership ur 5000 4
13| IB Forums |Newspaper Competition Board ruled against 70000 4
14| L Consorium Auto relays manufacture {Some consortium members falled to obtain funds 4000 34 1-Oct 94 2-Sep-94
15| M Consorfium Medical supphes Ur project 1000 1
16{ ESOP Structure Hosprtality ndustry Insufficient cashflows to secure fi 1000 9|  15-Now94 31 Dec-94

| Cumulatve long and short-term level-ot-effort

414 2]

The acquisition of a 51% equuty stake in African Life, and its subsequent growth,
represents one of the most successful accomphshments of the project At the date when
the Afiican Life transaction acquisition became unconditional, the 51 percent
acquisttion mterest represented a value of R160 mullion Purchased at a disclosed
share price of 470c (R 4 70) per share, the value of this equity stake, as judged by the
price of the shares as of 4 April 1996 when shares were traded at 1250¢ (R12 50), had
grown to R425 5m, as shown in Table VI 3 At the prevailing rates of exchange of the
rand relative to the dollar, the value of this stake grew from $41m to $102 8m

Working estimates of the size of the Naled: O1l transaction are of the order of
R200m Should this transaction close, the total value of equity transferred and its
growth over time would amount to R625 5m At the prevailing rate of exchange at the
time of this evaluation (1$=4 14 rands), this value would be $151m Relative 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,
with a potential for an additional $48m represents an outstanding accomplishment
elative to project budget, BICSN will have achieved at least a 10 1 ratio with the

African Life transaction, and a 15 1 ratio when and if the Naled: O1l transaction closes

Table ITI 5 summarizes quantitatively the acquisition of African Life and the

potential structuring of the Naledi Oil transaction

Section Il Summary of project resufts
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Table lll § Value of previously disadvantaged entrepreneurs equity leveraged by BICSN

Disclosed Share price Estimated Estimated value
‘Transaction Transaction transaction as of annual of equity as of
Company Date Value (R 000s) share price (rands) 04-Apr 96 rate of growth 4-Apr-96 (R 000s)
African Life (51% of R318m capialization value) 28 Feb 94 160 000 470 1250 2973 425 532
Naledt Qil (Projected for 2nd quarter 1996) Not available 200 000 Not avallable Not available Not avatiable

Rand fotals concluded (miflions) ] | 160 000 I 425,532]
Rand totals projected (millions)]] 1 360 000] I 625 532]
Dollar totals concluded (milfions) || ! 41 026] | 102 785]
Dollar totals projected (milfions) || ] 92,308 l 151 095])

Exchange (Randsper US §) 39 Exchange (Rands per US §) 414

By September 1996, the current PACD of the project, estimates i the growth m
equity of PDG supplier firms should add R5m, whereas franchising clients’ equity growth
should be around R3 2m Thus, the current value of equity transfers and growth of BICSN
chent firms 1s over $104 mullion If the Naled: transaction closes, this value will go over
$150mithon

D2 Growth in tumover (gross revenue) of BICSN chient firms

By September 1996, a total of R557 3m In addition to equuty transfers and growth, the
Il have been | ed th h th ™ s

will have been leveraged through the “ I ci-broker.

Droject I inoreased sales for o clent project output of “mcreases m proje t brokered

firms At the exchange rate of 4 14 rands |  dustness opportumities for client firms” can be

per dollar prevailing at the time of the measured through the changes in turnover (revenue)

evaluation, this represents $134 6m for

an approximate ratio of over 13 1 relative and the value of contracts obtained by supplier firms
mtlmrolect assistance . We present the relevant data,

to project budget
and growth projections, n terms of the turnover of

acquired firms, the value of supply contracts obtamned,
and the estimates of turnover of franchisimg clients

Turnover of acquired firms We examine herein the turnover of African Life Assurance
(Aflife), a JSE-hsted company, now 51% controlled by Real Africa Holdings (RAH)
which 1s 1n turn controlled by Real Africa Investments (RAI) through a 51% stake
These companies are now 3 of the 12 black-controlled companies listed 1n the
Johannesburg Stock Exchange (JSE), the Aflife transaction, enabled by BICSN,
became a cornerstone for the listings of RAH and RAI * The 51% of turnover (sales)

figures of Aflife 1n Table IT1 6 for 1994 and 1995 are based on actual performance, the
figures for 1996 and onwards are projections °

“ BICSN was also involved in the early structuring of the Oceana Fishing Group Ltd transaction but
withdrew because of a potential conflict of interest Eventually RAH acquired a 20 9% stake in
Oceana via its share-holding in the Ocfish Holding Company Ltd which has a 50 2% controliing stake
in Oceana RAH and RA/ were histed in the JSE with the acquisitions of Afife and Oceana in their
books together with stakes of 2 08% and 20 0% in MTN and NSA respectively

5As per figures in the 1995 Annual Report (pp 2-3) for fiscal years 1995 1994 and 1993 ending on
31 March Aflife s total Income grew 71 8% 53 6% and 44 4% respectively We have used the more
conservative rate of growth of 25% per annum for our projections well below the 10-year historical
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We estimate that, through this BICSN-sponsored
transaction, the value in sales or turnover attributable to
the 51% stake of RAH m Aflife will be R474 7m

Table Il 6 51% share of actual
& projected annual turnover of
of African Life (Rands '000s)

($114 6m at the rate of 1$ = 4 14 rands)

Considering the project budget of $10 2m , thus 1s

51%of

51% of

aleverage ratio of 1 11 We further estimate that, at the
conservative rate of growth of 25% per annum, the 51%
stake of Aflife’s cumulative turnover will represent a
value of R1,433 2m three years hence, on 31 March
1999 Assuming a rate of exchange of 5 rands to the
dollar, thus would represent $286 6m, or a 1 28 ratio
relative to the project budget Figure III 7 presents these

Financial annual cumulative
Year end turnover turnover
31-Mar-94 97 544 97,544
31-Mar-985 167 618 265 162
31-Mar-96| 209,522 474,684
31-Mar-87 251 426 726 110
31-Mar-98 314 283| 1 040,393
31-Mar-99 392 854 1433 247

turnover projections (in thousands of rands) over these
years

Value of contracts brokered Through the work of the
corporate procurement division, the
project assisted client firms in linking with,
and securing contracts from, South African
corporations and parastatals At the time
of the evaluation the value of these

15000001//‘

1400 00G

contracts and/or the turnover associated _ 00
with these amounted to R31 4m ® g 10000
Contracts n progress at the time of the g 0
evaluation had a value of R37 4m We g oo

estimate that the total value of these

ontracts will reach R68 8m by September
1996, Table III 8 displays the relevant
contract and turnover data for BICSN
chent firms

Turnover of franchising clients The estimates of turnover of
project chients n the franchising area appear m Table Il 7 By
September 1996, the turnover or revenues of these chients waill
amount to R13 8m

Summanzing, by September 1996, the value BICSN-brokered
opportumties through the turnover of acquired firms, value of
contracts secured, and tumover of suppher and franchising 1s
projected to stand as follows

e R4747m of cumulative turnover through 31 March 1996
represented by the 51% stake in Afnican Life,

Table 1 7 Actual & projected turnover

Based on Afncan Life Assurance
Annual Report 1995

Figure llI7 51% of annual tumover, African Life

of BICSN franchise chents

Rands
(millions)

compounded rate of growth of 38%

® These figures are conservative The project kept records only of contracts with a value of at least

R100,000 each
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e R68 8m as the value of procurement contracts and turnover from supplier firms

assisted by the project,
¢ R13 8m of tumover from franchising firms

Table 1 8 Increases in turnover for BICSN-assisted supphers

INCREASED T/O
SUPPLIER PURCHASER INR 000 BASIS FOR TURNOVER

Baltic Travelﬁgt operation) Various 4800 2-yr increase @R60 000/mo
Baltic Travel {satellite office} Various 4100 10-month increase to 12/95
Drums for Africa Plascon Paints 1200 1-year increase
Foster’s Group Mobile Telephone Network 6 700 Contract value
Foster's Sauth African Arrways 420 Contract value
Foster's Promat 1020 Contract value
Graceline Textifes Eskom and Engen 1035 Contract value
Herdbuoys MetroRail 1000 Contract value
Khopotse & Sons Supreme Toilet Hire 600 Contract value
Khopotse & Sons Varous 300 1-yr increase @R25 000/mo
Masakhane Industnial Cleaners Engen 100 Contract value
Pascal Manana Eskom 1 600 Contract value
Petite 1§‘thar Various 600 1st year increase
Petite 2 year Various 1 600 2nd year increase
Sechaba Ten Doctors 3600 1 yr increase
Various supphers in RSA Standard Bank 2500 Increase over 6 months
Uptrend Stationers Mobile Telephone Network 275

Total to Date 31450
WORK IN PROGRESS

Foster’'s Mobile Telephone Network 11,000 Est contract value

Foster's South African Airways 26 400 Est contract vajue

Total by PACD 68,850

By September 1996, a total of R557 3m will have been leveraged through the
project m mereased sales for its chient firms At the exchange rate of 4 14 rands per dollar
prevaihing at the time of the evaluation, this represents $134 6m , for an approxumate ratio

of over 13 1 relative to project budget

D3 Creation of new businesses and employment generation

Whereas the corporate procurement and
the GM&A dvisions of the project worked
primarily with existing companies, the
franchusing division assisted i the creation of 69
new franchisees, providing 252 new jobs In
addition, through the “engmeered” new
franchises or conversions, the mternational
master franchise agreements (IMFAs), and
assistance provided to 17 franchising companies
and previously disadvantaged entrepreneurs,
the project helped created an estimated total of
1,554 new jobs m the franchising industry, as
shown m Figure ITI 8

Figure 1l 8 Jobs creation in franchising

2000+

1500 |

1000 -

500

0 et
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D4 Entry of BEs into new business areas

teworthy that chient firms assisted by BICSN have moved into mamnstream economic

Ches that up to the recent past had little or no representation Furms like Herdbuoys n
advertising, Alex Hair International, the first PDG franchiser m South Africa, Zach’s
Exhaust & Tyre, and African Life in the insurance business are examples of PDG entry mto
new business areas Although these examples are part of the larger process of
transformation of the economy, the project had an active role n helping these entrepreneurs
capitalize and realize the opportunities

g Although the project was not designed to help start up new busimnesses, 1t 1s
0

Additional pending transactions include activities in the o1l, radio, and TV
broadcasting industries If these opportunities are realized, and given its resources, the
project will turn a good record mto an excellent one

D5 Sustainability of new business systems at the firm level

Although many former BICSN chents have already “graduated” from its technical
assistance, or are mn the process of doing so, there remains a vast need to assist PDG-led
firms 1n establishing and developing proper business systems, management and accounting
controls are to compete in the mamstream economy The well-known restrictions
posed by apartheid aganst black busmess have produced a scarcity of skilled PDG
entrepreneurs that no single project can expect to address in the short run  BICSN helped a
few trail-blazing firms achieve solid success but was too late to assist some others which
had run mto deep difficulties because of their shallow controls and business systems The
backlog m the deficit of busmess skills produced by the apartherd regume 1s enormous and 1t
will take at least a generation to redress the balance

D6 Access to commercial debt and equity finance

The project operated m the environment of a historical transition to the first
democratic government m South Africa and the attendant high expectations of economic
change It 1s fair to state, however, that the pace of change in commercial lending and
equity facilities for the PDG market has been modest Products with the “right”
nisk/reward ratio for the percerved investors’ risk mn this market are scarce Obtaming,
preserving, or expanding loan facilities for client firms took a great deal of time and
dedication of project staff Shallow control systems i need of improvement among chient
firms lent little comfort to lenders Trading on its name and on 1ts ability to assist and
momitor chent firms through its techmcal assistance, BICSN was able to “rescue” not a few
of its chents from difficult financial situations

The lack of equity finance also “cost” the project the loss of some transactions long
mn the making Thus was the case i a venture to manufacture automotive relays under a
license with Lucas and the CSIR where some R300,000 m equity would have made all the
difference

Franchise lending and equity facilities represent some exceptions to the above
Commercial banks, percerving less nisk 1n the franchise format, have developed mcipient
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facilities in this area, much 1 line with the proposals made by the project n late 1992 and
early 1993 7

D7 Facilitating a more conducive business environment

The project capitalized well on its access to and connections with U S busmess
practices and know-how m the areas of franchising and corporate procurement

More than any other organization in South Affica at the time the project developed
PDG access to the franchising mdustry Through its linkages with the International
Franchise Association (IFA), the Franchise Association for Southern Africa (FASA),
NAFCOC, and local mnstitutions, BICSN mtroduced the annual franchising opportunities
conferences PDG entrepreneurs were directly hnked with franchisers both from the U S
and South Africa for the first tme These events, which attracted an attendance equivalent
to 1,806 person/days, have now become largely self-sustainable and have had a measurable
impact on the business environment Commercial lending for franchise ventures, at both
the franchiser and franchisee levels, have become more available

Sumilarly, in collaboration with the National Minority Supplier Development
Council NMSDC), the project delivered workshops with an attendance equivalent to 659
person/days on U S corporate “best practices” in procuring from disadvantaged firms
These workshops, held in Johannesburg, Cape Town, East London, Port Ehizabeth,
Pietermantzburg, and Durban brought together purchasers from South African
corporations and PDG supplier firms Through these national workshops, the publication
of a widely diffused manual on U S current corporate procurement practices, and a U S
mternship for South Afiican purchasing managers, hosted by U S corporations, BICSN
fostered the development of, and assisted with, pro-active procurement pohcies n the
corporate South Affican environment

D8 Role model effects

Measuring the intangible role model effects of the firms assisted by the project 1s a
difficult task There are, however, two clear-cut successes Herdbuoys and African Life
The former has developed nto a mamline, nationally ranked advertising firm, the latter
transaction was the core busmesses that allowed the histing of RAI and RAH 1n the
Johannesburg Stock Exchange How and if the sense of entrepreneurship of the directors
of these firms mspire others to follow in their footsteps and pursue their own visions are
unmeasurable mtangibles at this pomnt

D9 Design and piloting of new models of techmcal assistance

The onginal Mission design of the Technical Assistance Fund (TAF),
complemented by the contractor’s emphasis on a commercial onientation with cost-
recovery mechanisms have proven to be a success BICSN developed and piloted an
aggressive chent co-payment scheme that served both as a filter for targeted client selection

7 Black Integrated Commercial Support Network Estabishment of a Venture Finance Fund
Johannesburg February1993
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and a continued, intensive source of support for entrepreneunal firms The chent co-
payment scheme, 50% of transaction costs, 1s now a cornerstone of the Equity Access
System (EASY), a successor project of USAID/South Afnica

BICSN’s efforts to establish a private equity fund to assist PDG firms and
entrepreneurs have been less successful Current collaboration with the International
Finance Corporation (IFC) on a quasi equity fund will, if successful, represent the first such
type of fund m South Afiica If the capitalization, successful management and commercial
returns to mnvestors are achieved, much of the reticence of local potential nvestors will
wane, none too soon, one may add, if the demographics of business ownership are to
change fast enough to cope with the expectations of PDG firms and entrepreneurs

E Lessons learned from the project
E1 Design

The onigmal project design consisting of a Technical Assistance Fund (TAF) to
subcontract consulting services to assist BEs and the Black Equity Capital Fund (BECF) to
take minornity equuty stakes mn chent firms was sound and ahead of the times The design
was further validated duning the re-structuring exercise conducted by the Mission, the
contractor, and external consultants

Thus timely review of the project and its implementation experience was a decistve
factor in the success of the project The preparation of the first project logframe, the
mtensive chent focus, the definition of the competitive advantages of BICSN, the
development of sharp product lines n procurement, franchising, and corporate acquisttions,
and the redefimtion of the management structure provided a sohd basis for a renewed
project This exammation of project implementation i its early stages 1s a key lesson from
the experience of BICSN

The design of the TAF, and the leveraging and cost-recovery mechanisms
introduced by the contractor mn its implementation, served the project and its chents well
BICSN developed and tested a chent cost-sharing scheme patterned along commercial
lmes Thus cost-sharing or client co-payment scheme tested during implementation 1s now
part of the design of a successor Mission activity, the Equity Access System (EASY),
where clients will carry 50% of the transaction costs Thus, a “lesson” from
mmplementation has been codified mnto the next generation of the Mission’s private sector
project designs

The design of the BECF, n retrospect, was premature As BICSN has
demonstrated through 1ts implementation so far, a private, managed, equity fund focused on
PDG firms and entrepreneurs has yet to succeed m getting commutments from South
Afnican mstitutional mvestors  The project designers underestimated the resiience of the
local mnvestment environment

Through 1ts repeated iterations i designing and testing mvestors’ receptivity to
diverse equity products, the project has gamed a better understanding of local mnvestors’
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concerns which, coupled wath the first-hand knowledge of PDG businesses should serve the
project well as 1t attempts to develop a quast-equity fund Given the experience gamned so
far and the potential partnering with the International Fiance Corporation (IFC), further
efforts 1n this area ment support Should the efforts prove successful, the project will have
evolved mnto a self-supporting, commercially-viable entity That, after all, 1s a key purpose
of the mstitutionalization of private sector projects

E2 Implementation

BICSN staff built close relationships with its chent firms and remamned tightly
focused around 1ts core product offerngs The success of the project owes much to the
sharp focus maintamned by the staff In a complex business and advocacy environment, such

as the one prevailing in South Affica, continurty of focus 1s essential as a project cannot be
all things to all people

Another key element n the success of project implementation was the ability to
develop partnerships and leverage resources BICSN did this very effectively Through the
pro-bono participation of U S corporate procurement executives from Fortune 100
companes arranged though the National Minonity Supplier Development Council
(NMSDC), the participation of the International Franchise Association (IFA), the
International Finance Corporation (IFC), the Franchise Association of Southern Africa
(FASA), NedEnterpnse, and many others, the project leveraged its resources and built the
necessary relationships to serve its clients better

E3 Additional issues

The 1mutial project design did not address the 1ssue of sustamnability beyond the hfe
of the project The Mission has taken steps, however, to remedy this shortcoming The
corporate procurement component has been transferred into a successor activity, the
Business Linkages for Underutihsed Enterprises (Project BLUE), and project staff have
been seconded to help i the mitial phases of BLUE Franchising, given its maturity n the
local market, will be commercially self-sustaining and some of the work of the GM&A will
be carried out through an activity that will soon begin, the EASY Project

Remaining items mn the BICSN agenda include

o fimshing the transactions currently m the books, such as the Naled1 O1l,

e establishing the “BICSN Trust Fund” to capture the funds reflows (estimated
potentially to reach over R2 5 million) pending successful closure of these transactions,

e conducting a detailed feasibility analysis for the structuring of the quas-equuty fund, in
collaboration with the IFC,

e continued secondment of the former BICSN Vice President for Corporate Affairs in
charge of corporate procurement to effect a smooth transition of former BICSN chents
to the BLUE Project

The successful conclusion of these activities will round up a sohd record of
achievement
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Section IV: Corporate procurement

A  Project design Corporate procurement

Prior to the reorgamzation of BICSN, Corporate Procurement was called
“subcontracting” and was subsumed as an activity under the Promotion and Education
component In 1993, however, project participants felt that many management 1ssues
could be resolved by changing BICSN from a functionally based project (education,
technical assistance, equity) to one that operated along “product” lines

Procurement interventions had already demonstrated potential to make a
substantial difference mn the economuc status of disadvantaged South Aftican
businesses Therefore, Procurement was reconstituted as a component n 1ts own right
and was appropnately recogmzed as one of BICSN’s most viable “products ”

A1 Mission and objectives

As stated 1n the January 1994 - March 1995 Work Plan, the mission of the Pro-
curement Drvision was “to promote the growth and competitiveness of black
enterprises (BICSN client firms) through establishment of successful supplier
relationships with South African private and public corporations ™ Objectives of this
component were to

e Assist black enterprises in becoming reliable, competitive, quahty supphers of
products and services to South African corporations,

e Assist in the development and strengtheming of procurement programs from
disadvantaged businesses among South African corporations,

e Disseminate information, tools, and know-how to mnduce successful, long-term
relations between large private enterprises and disadvantaged businesses

A2 Procurement strategies

The central strategy for all BICSN components was that interventions should
be carried out along commercial lines, that 1s, they should have luigh leverage to
maximuze the ratio of transaction value over administrative costs Procurement strategy
was also influenced by repeated interactions between BICSN and the U S National
Minority Supplier Development Council (NMSDC) as well as mnority suppher
development managers of selected, lugh-profile U S corporations As a result of these
contacts, BICSN evolved a “proactive procurement” program strategy
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BICSN Procurement Strategres On the demand side, BICSN strategy
e lLeverage U S minonty contracting expertise takes advantage of the prolect’s
¢ Add value and reduce transaction costs
e Apply second fier purchasing techniques ablllty to Ieverage American minority
e Work with corporations on a pull strategy contracting experience One
*  Prepare standardized tools and packages important concept, for example, 1s
e Disseminate knowledge through training that of “second tier” purchasmg,

whereby large corporations commutted to proactive procurement use their purchasing
power to persuade other companies to deal with disadvantaged supplers

BICSN also developed a so-called “pull strategy” whereby the project
establishes close working relationships with a few large RSA corporations and
identifies reliable black-owned businesses on their behalf Once the purchaser 1s
satisfied with suppher performance, a significant volume of business 1s allocated to that
suppher In 1993-94, this approach was judged to be a more efficient use of BICSN
resources than chasing a specified number of contracts on behalf of the suppher The
evaluation team beheves that this conclusion 1s borne out by project results

On the supply side, BICSN procurement strategy targets black enterprises with
lgh potential for operating 1n the formal business sector (so-called “ligh-potential”
BEs), as distinct from informal sector and micro-enterprise chients who are served by
other programs BICSN works extensively with a select number of these clients, first,
by serving as an opportunity broker with linkages to the mamstream economy, and
second, by providing them with specialized techmcal assistance and training, as well as
more standardized packages and tools for procurement, marketing, and business and
financial management

Although neither the original design nor the restructuring made provistons for
nstitutionalizing BICSN, USAID/South Africa recently turned its attention to this
1ssue Consistent with 1ts Country Strategic Plan for sustainable transformation,
USAID requested that mstitutionalization or “unbundling” become a part of overall
project strategy

Analysis Whereas the mission and objectives of the BICSN project retamn a
traditional development focus, most of its strategies derrve from business concepts,
especially those based on minority contracting in the United States It was the intention
of the consultants who reformulated BICSN to use a commercial orientation and
American business know-how to differentiate the project from other donor efforts In
many respects, this has been the key to BICSN’s success

The 1ssue of timeliness 1s also important When BICSN started, corporations
and black entrepreneurs were just coming to grips with the need to transform their
business dealings in the aftermath of apartheild Many BICSN strategies were being
mtroduced 1n South Affica for the first time and appeared highly relevant to current
events As a result, several corporations wholeheartedly adopted the BICSN approach
to purchasing, becoming the driving force 1n dissemunating it to a wide segment of the
business community

Section IV Corporate procurement Page IV 2
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B. The effectiveness of procurement inputs

The evaluation team based its analysis of procurement inputs on the “means of
implementation” i the work plan of January 1994, Section I1I-4 Below we describe
various mputs and provide an analysis of their effectiveness 1n achieving project
objectives

B1 Human resources

BICSN’s Corporate Procurement Division was headed by the Vice President
for Corporate Procurement, Mr Sonny Tarr, who also functioned as Industry
Development Specialist and the project’s Deputy Chuef of Party Mr Tarr came on
board at the beginming of the BICSN project and remained until 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 Thami Magazi

Analysis The salient feature of BICSN’s success 1s a lesson that has been
demonstrated over and over again Although it may be too obvious to mention, the
truth 1s that “successful projects are run by good managers who have viston,
commitment, and the ability to adapt to changing conditions and emerging realities ™
The energy and commitment of Mr Tarr mn achieving procurement objectives cannot
be overstated

B2 Technical Assistance Fund (TAF)

To date, the Procurement Division has managed 34 TAF subcontracts with a
total value of R1,144,056 A breakdown
of TAF outlays, by programmatic use, 1s Tabie IV1 Number and value of TAF

presented in Table IV 1, the number of subcontracts

TAF subcontracts and the cumulative

value by programmatic area are presented Contract type Number

m figures IV 1 and IV 2, respectively BICSN General 15 449 369

OPIC/BICSN 5 95,813

Analysis Based on mterviews with  |procurement 34 1,144,055

BICSN chents, the majority of TAF GM& A 26 1,856,593

interventions appear to have been Franchising 27 458,207

effective In two cases 1n particular (Petite

Upbholsterers and Baltic Travel), chents r Tofa Isﬂ 717]  4,004,037]

stated that their enterprises would not
have survived without BICSN help, and that thewr approach to various aspects of the
business had completely turned around as a result of this assistance

Section IV Corporate procurement Page IV 3
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In two cases in particular (Petite Upholsterers and
Baltic Travel) chents stated that their enterpnses
would not have survived without BICSN help and
that their approach to vanous aspects of the
business had completely turned around as a
result of this assistance

The hallmark of TAF procurement
intervention was the extended
relationship formed between BICSN
executives and client BEs As a result,
BICSN executives became thoroughly

fanmbar with the requirements of a given enterprise and were able to mntervene at
critical times when the busmess was erther in difficulty, or conversely, was primed for
expanston This approach evolved in response to the objecttves m the project design, to

achieve permanent changes
1n business performance for
selected BICSN clients and
develop them mto viable

“model” firms that others 20000001
could emulate At this :xzzﬁ
stage mn the development of + 400 000
black business, therefore, 1200000
and the 1ssue of £ 1 000000
“efficiency” * s00000]
notwithstanding, 1t 1s 600 000
difficult to imagine that 00001
lasting change could have 2000001

o

occurred m any other way

Interventions ran
the gamut from business

Figure iV 2 Value of TAF contracts by type

BICSN QOPIC/BICSN  Procurement GM&A Franchising
General

Contract type

and financial planmng to production and quality control, but focused heavily on
upgrading control and admimstrative systems BICSN adopted this focus in response

to the perception in the

project design, which
proved largely correct, that
the fundamental weakness 20000001
of black business resides in 1800 000
shallow control and 1600000
administrative systems 1400000
- 1 200000+
Thus, while many 5 10000004
black businesses begin with ZZZZZZ
a strong concept and 400 000,
achieve an early success, 200 000 |
they ultimately falter when ol

business volume reaches a
certain level, or when faced
with more competitive
market conditions This

Figure IV 2 Vaiue of TAF confracts by type

BICSN OPRICBICSN  Procurement GM&A Franchising
General

Contract type

fact makes the timeliness of business interventions especially important In a few
mnstances, BICSN assistance came too late, after clients had already destroyed their
credit worthiness through inadequate accounting controls, or had lost credibility with

Section IV Corporate procurement
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their customers because they were unable to deliver goods and services on a timely
basis

Another important feature of TAF assistance was its cost-sharing requirement
to mstill commercial discipline among 1its client firms After its re-structuring, BICSN
required a 50 percent chient co-payment to TAF service providers for the consultancy
services rendered Ths strategy proved to be not only workable, but an effective
screemng device to regulate a seemingly boundless demand for business advisory
services and help determme which businesses were most sertously commutted to
making the operational changes required to compete effectively The success of the
50/50 cost-sharing concept pioneered 1n the corporate procurement TAF subcontracts
of BICSN 1s borne out by the fact that two USAID successor activities have
incorporated 1t i their design The Equity Access System Project (EASY), a
contmuation of the Mergers & Acqusitions component of BICSN and the Bustness
Linkages for Underutilised Enterprises (BLUE) require a 50 percent chent
contribution for business services

B3 Procurement seminars and workshops

To date, the Procurement Division has organized and delivered a total of 47
traimng events, including workshops, conferences, presentations, and seminars In all,
there were 1,437 participants at these events from all target groups (chent enterprises,
corporate executives, and advocacy groups) As may be seen in Table IV 2, the
number of participating companies and advocacy groups totals more than 500

Traming events
covered a vanety of
topics Some were

Table IV2: BICSN workshops, presentations and trasnmg, by component

directed at black Totd
enfrepreneurs, some at wﬁ——*
large corporations and 105
advocacy groups, and 2370
some at large, mixed 120
audiences The latter

were often orgamzed
around the visits of U § ] Tota's| 3314 1,348 95} | 3485)
corporate executives, or

representatives from the U S National Mmority Supphier Development Council, who

spoke on minority contracting in the Umted States, including procurement strategies

and practices, 1ssues, and lessons learned Among the various traming topics were

The modus operand for structuring small business units in large corporations
Second tier purchasing policies and practices

South African Bureau of Standards requirements

Product quality standards of large RSA corporations

The BICSN corporate ternship program

Establishment of a black business directory
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In addition to single-event traing, BICSN worked with the Department of
Business Admimstration at the University of Natal, Pietermanitzburg, to establish a
curriculura and corporate consulting services in pro-active procurement The umversity
1s offering “affirmative procurement” as a subject to students pursuing a Bachelor of
Commerce degree in purchasing management It 1s hoped that this will sustain small
business procurement programs over the long term It 1s important to note, however,
that as of this date, very few black students are participating in this course

BICSN s procurement seminars and workshops | Analysis BICSN’s procurement seminars
gave the project much wider geographic and workshops gave the project much

coverage than was possible through technical h
asststance alone  Because of the intensive wider geographic coverage than was

nature of TAF assistance BICSN procurement | possible through technical assistance alone
exscultives targeted clients in Gauteng Because of the intensive nature of TAF

exclusively Traming events however took BICSN t
place in major commercial centers all over the assistance, procurement executives

country targeted clients in Gauteng exclusively

Traming events, however, took place in
major commerctal centers all over the country There were undoubtedly some lost
opportunities as a result of this approach, because BICSN executives were unable to
follow up on contacts that were mitiated with corporations and entrepreneurs outside
Johannesburg One hopes that this himitation will be overcome under the BLUE
project, given 1ts emphasis on establishing business advisory centers mn other parts of
South Africa

BICSN traming maximized both geographic coverage and technical content As
noted earlier, 1t also proved to be timely With the end of apartheid, the South African
business community was just comung to terms with the need to integrate black business
into the mainstream economy, and to many, the ideas BICSN introduced were of
tremendous relevance

Especially well recerved was the concept of second tier purchasing, whereby a
large company uses its purchasing power to generate proactive procurement practices
n other companies 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 1t through their own small business
procurement units In a very real sense, this and other BICSN procurement
mnterventions have not only proved to be sustainable, but have had a multipher effect

Traimng events were also timely for black entrepreneurs who were thinking
about or actually making their first forays into a wider market Some of the most
successful workshops for BEs involved presentations by the South African Bureau of
Standards on the meaning of the SABS mark, and in tandem, presentations by large
corporations concerning their expectations vis-a-vis product quality These workshops
succeeded 1n allaying fears on the part of black entrepreneurs that SABS requirements
represent insurmountable roadblocks to formal-sector market entry Instead, workshop
participants came to view the SABS mark as a means of marketing their goods,
winning contract awards, and maintaining client satisfaction over a period of time
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In an attempt to make the outputs of tramming more concrete, BICSN linked 1ts
workshops n quality requirements with an SABS certification program Both SABS
traming and certification have proved to be sustainable Promat, one of the large RSA
corporations involved with BICSN, has chosen to continue the program with SABS
for the benefit of its black supplers

B4 USA/RSA exchanges

In collaboration with the National Mmority Supplier Development Council
(NMSDC), BICSN sponsored four U S corporate procurement executives missions to
South Africa The project was able to enlist the pro-bono participation of leading
executrves of American corporations that were involved n mnovative minority suppher
development programs The goal of these missions was to share U S knowledge and
expertise with South African procurement managers, including mformation about
designing, implementing, managing, and monitoring proactive procurement programs
for disadvantaged suppliers

In July of 1995, BICSN and the NMSDC also organized a highly successful
U S corporate mternship for 16 South African corporate procurement managers
South African corporations covered the full costs of the trip to observe, first hand, the
corporate practices of ther U S counterparts in contracting with disadvantaged
supphers, U S corporations, on the other hand, graciously hosted their South African
counterparts during their two-week internship Interviews conducted with RSA
procurement managers as well as disadvantaged suppliers suggest that the exchanges
were of immense benefit Through the pro bono mvolvement of U S corporations, the
project was able to leverage its resources, we estimate that the added value of these
pro-bono contributions 1s well over $150,000

US corporations participating mn Analysts USA/RSA exchanges were concetved
BICSN corporate exchange programs as a traming vehicle but because of the prestige
» Befl Atlantic

of U S participants (Eastman Kodak, Ford

» Digital Equipment Corporation

» Eastman Kodak Motor Company, IBM, Lotus Development

¢  Ford Motor Company Corporation, and Nations Bank), they gave

- /BM BICSN a high profile as well as credibility n 1ts
o K-Mart

~ Land O Lakes dealings with the South African business

« Lotus Development Corporation community Attendance at USA/RSA events

¢  Nations Bank was often ten times that of other, more

e Washington Gas

narrowly focused training programs and 1s an

indicator of the amount of interest generated by BICSN-style purchasing strategies

B5 Procurement training matenals and standardized tools

BICSN prepared and disseminated training matenals and off-the-shelf
procurement packages in many subject areas, both n association with seminars and
workshops and as an independent means of assistance The most widely disseminated
product or tool was the BICSN Procurement Manual, prepared for private-sector
corporations as a step-by-step approach to structuring small business purchasing units,
posttioning them within orgamizations to provide a direct link with sentor management,
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and changing them (both conceptually and 1n actuality) from cost centers to profit
centers that offer tangible economic benefits BICSN sold some 60 procurement
manuals to corporations that expressed interest, and distributed another 100 manuals
free of charge

Other tools and packages developed by BICSN include the 50/50 cost-sharing
mechamsm for TAF contracts (see above), a database of black South African
enterprises, advocacy groups, and financial institutions, kept 1n electromc format
through a contact management software package, a traimming events database, which
proved to be valuable m mitiating or following up business contacts, and the Corporate
Profiles of Black Enterprises, which defined the numbers, characterstics, and types of
black businesses operating in South Africa The Corporate Profiles served a number of
functions They helped identify high-potential BEs, and they also provided models for
BEs to present their corporate capabilities and market their services

Analysis BICSN models and tools proved to be useful and timely, as indicated
by the many requests recerved and the willingness of corporations to pay for them
BICSN recetved numerous offers to purchase 1ts database of black enterprises,
advocacy groups, and financial institutions, but did not comply Instead, the database
will be made available as a resource to the National Industrial Chamber, the local
institution responsible for carrying on BICSN-style procurement mterventions under
the BLUE project

Future assistance efforts need to take stock of the fact that databases and other
tools require pertodic mamtenance to be fully useful The Corporate Profiles, for
example, would need to be updated, similarly, the client database would need updating
Resources will have to be allocated to the maintenance of these databases by the
successor activities which will inherit these from the project In the absence of a
monitoring and evaluation specialist during the past 12 months, BICSN has been
unable to do further work on these

B6 U S corporate internship program

The corporate internship program was carried out as planned, with 17 interns
completing three-week assignments for corporations in the United States South
African corporations covered the salary and travel costs for their executives

Analysis The program had many positive ramifications Its intended benefit
was an mcrease in the purchasing know-how of mterns, and as a spill-over benefit, an
increase n their effectiveness as proponents of small business purchasing within their
companies Based on the number of corporations that either created or restructured
their small business purchasing units (see project results) this objective was achieved

An unexpected side benefit of the internship program was that a returning
mtern from Nedcor not only strengthened small business purchasing at his own
company, but also jomned with representatives from 20 other South African companies
to start up a local counterpart to the NMSDC Although mn the 1994-95 Work Plan,

Section IV Corporate procurement Page IV 8



Final evaluation report

the creation of a local council was referred to as an “elusive” target, it 1s now under
way, mndependently of BICSN, with Nedcor as the driving force

B7 Close working relations with RSA corporations

Efforts to link black suppliers and large corporations began early in the project,
but this work intensified after BICSN’s restructuring In 1994, following extensive
research, a letter of interest was sent to twenty firms that showed potential for
imtiating or expanding proactive procurement programs BICSN based its research on
an analysis of annual reports, networking, and contact with the American Chamber of
Commerce BICSN followed 1ts letter of interest with a request for meetings, and n
July 1994, with the preparation of a “proactive” procurement strategy document

The most successful proactive procurement The strategy document was sent to the

inttiatives enjoy the full support of top oniginal group of corporations as well as
management They are translated into policy

that promotes the interests of the corpora- seven more It described the economic

tion and offers concrete incentives and wisdom of developing South Africa’s small

rewards This policy 1s widely communicated business sector, and provided an action plan
via annual reports and public statements
for imtiating procurement from black

supplers It identified key elements 1n the successful sourcing of goods and services,
beginmng with the commitment of the company’s CEQ, the integration of proactive
procurement policy with other corporate policies, and the establishment of proactive
procurement as a profit center rather than as a program of social responsibility

Analysis Of the onginal group of twenty-seven corporations, BICSN recerved
expressions of nterest from about two-thirds and was ultimately successful in inking
nine corporations with black businesses, a 33 percent success rate These interventions
produced some or all of the following improvements

Review of existing corporate procurement procedures

Establishment of small business purchasing units as profit centers
Identification of a corporate “champion” for working with black suppliers
Identification of products and services appropriate for outsourcing

The provision of business profiles of black suppliers

In most cases, the award of contracts for goods and services

More recently, BICSN contacted nine other large corporations—including
Mobile Telephone Network, Standard Bank, and South African Arrways—with
increasingly positive results All have made a commitment in some form to the concept
of small business purchasing Seven of the nine have made contract awards as a result
of BICSN mtervention, and the value of these awards has been rising steadily

B8 Sustainability

In 1995 USAID negotiated a Cooperative Agreement with South Africa’s
National Industrial Chamber (NIC), thereby launchung the Business Linkages for
Underutilized Enterprises (BLUE) Project This project 1s helping to structure long-
term, commercially viable relationships between corporations and supply firms where

Section IV Corporate procurement Page IV 9



BICSN
Final evaluation report

the previously disadvantaged have a majonity or a significant mnority stake It intends
to open up business information and advisory in major cities, and it provides a TAF to
contract for short-term expertise In other words, its mission and objectives closely
murror those of the BICSN Procurement Component

As part of USAID’s effort to “unbundle” BICSN and make 1t sustamable, the
duties of BICSN’s Corporate Procurement Division are bemg transferred to NIC Two
BICSN staff members have been seconded to that orgamzation, including Vice
President Sonny Tarr, as of September 1995 This move will help NIC to strengthen its
admimstrative infrastructure and 1its capacity to serve black enterprises

Analysis The evaluation team beheves that the BLUE project 1s an appropriate
vehicle to continue BICSN-style interventions We also believe the NIC to be an
appropriate choice for a counterpart organization It offers a well-articulated strategy
for implementing BLUE, and 1s in a position to replicate BICSN strategies through the
wide membership network of its parent, NAFCOC, and through BLUE-sponsored
advisory centers to be situated throughout South Africa The opportunity to extend the
results of BICSN outside Johannesburg 1s one of the most promising aspects of BLUE

C Procurement impact assessment

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

C1 Increased turnover for core black enterprises

Target The work plan specifies two levels of achievement with respect to sales
or turnover (1) at least fifteen BICSN-assisted enterprises with increases in turnover
averaging R700,000 per firm per year, and (2) at least ten additional black enterprises
with mcreases i turnover averaging R400,000 per firm per year The combined target
1s an increase m turnover of R14 5 mullion per year for 25 BEs

Results Actual results are impressive, though complex Table IV 3 covers
activity up to the present and shows that BICSN has been mstrumental in increasing
total turnover for black suppliers by R31 2 mullion to date, and a projected R68 6
mullion by the end of the project Annualized data are not available, but we can
estimate annual increases in turnover using the 1994 BICSN reorganization as the
starting pomt We are looking at 26 months of activity to date, or R14 4 mullion per
year for all firms (99 percent of target) Total turnover generated by BICSN by PACD,
or 33 r;lonths of activity, 1s projected at R24 9 million per year, or 172 percent of
target

7 These figures are conservative BICSN succeeded in preventing at least one company—Petite
Upholsterers—from closing down altogether In another case—Baltic Travel—the company would not
have established a satellite office without BICSN assistance In this light BICSN can claim
responsibility for total turnover for Petite and total T/O for the Baltic satellite office representing
another R6 2 millton In increased turnover
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The total number of enterprises with increased turnover above R700,0001s 9,
and the number over R400,000 1s estimated at 4 These numbers are 52 percent of
target BICSN also assisted 13 additional enterprises, with either no mcrease in
turnover or increased turnover well below target This method of calculation puts the
number of firms that received assistance at 26, or 104 percent of target Whereas 50
percent failed to achieve substantial increases in turnover, the remaimng 50 percent
outperformed projected targets by nearly 200 percent

Table IV 3 increases in turnover for BICSN-assisted supphers

INCREASED T/O
SUPPLIER PURCHASER IN R 000 BASIS FOR TURNOVER

Baitic Travel { 1~ operation) Various 4800 2-yr increase @R60 000/mo
Baltic Travel (satellite office) Various 4100 10-month increase to 12/05
Drums for Africa Plascon Paints 1200 1-year increase
Foster’s Group Mobile Telephone Nefwork 6 700 Contract value
Foster's South African Airways 420 Contract value
Foster’s Promat 1020 Contract value
Graceline Textiles Eskom and Engen 1035 Contract vaiue
Herdbuoys MetroRail 1 000 Contract value
Khopotse & Sons Supreme Toilet Hire 600 Contract value
Khopotse & Sons Various 300 1-yr Increase @R25 000/mo
Masakhane Industrial Cleaners Engen 100 Contract value
Pascal Manana Eskom 1,600 Contract value
Petite 1°' year Various 600 1st year increase
Petite 2 year Various 1600 2nd year increase
Sechaba Ten Doctors 3600 1 yr increase
Varnous suppliers in RSA Standard Bank 2,500 Increase over 6 months
Uptrend Stationers Mobile Telephone Network 275

Total to Date 31,450
WORK IN PROGRESS

Foster's Mobile Telephone Network 11 000 Est contract value

Foster's South African Aurways 26 400 Est contract value

Total by PACD 68,850

C2 Strengthened procurement programs

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

Results Of a group of about 35, BICSN was successful in establishing
relationships with 22 large South African compantes ncluding BMW, Boumat, Caltex,
Envirotech, Eskom, Fedics, Gencor, Haggie, Hulett, Metro Rail, Mobile Telephone
Network, MNet, Mond1 Board, Nedcor Bank, Promat, Randgold, Samancor, Sappi,
Shell SA, South African Airways, and Standard Bank It 1s estimated that procurement
from disadvantaged suppliers improved significantly in about 50 percent of these
organizations as a direct result of BICSN mtervention (A few compames already had
active procurement programs that purchased from black suppliers )

In addition to this list of corporations, a few like Hulett and Shell SA
distributed BICSN’s procurement strategy document and/or 1ssued directives on small
business procurement to every one of their regional offices and subsidiaries This
impact cannot be measured, nor 1s it possible to measure the impact of BICSN
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procurement strategy on the more than 500 companes that attended BICSN
conferences and workshops, but some improvement in procurement practices among
these corporations must be assumed

C3 BICSN-sponsored internships

Target Atleast 12 South African executives exposed to U S corporate
mmority procurement programs through BICSN-sponsored mternships

Results The actual number of iterns 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
internships (for NIC staff), BICSN was able to leverage the resources of participating
South African corporations to cover the salary and travel costs of the internship,
thereby increasing the total number of internships BICSN was able to sponsor In
addition, the BICSN project collaborated with Enferprise magazine to sponsor
internshups 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 training events for BEs and
procurement managers An estimated 75 percent were workshops and semmars
In this area, therefore, BICSN exceeded its target almost five times, or 470 percent
See Table IV 4 for a list of traming events

C5 Self-sustaining organization as a resource for proactive
procurement

Target The model of a corporate-sponsored and largely self-sustaimng
organization acting as a resource center for procurement from disadvantaged suppliers
will be widely diffused, and hopefully operational, in South Africa

Results As discussed earlier, a returming intern from Nedcor has jomed with
executives from 20 other South African corporations to create a procurement council
based onthe U S NMSDC model The council 1s self-sustaming, with corporate South
Africa as sole sponsor The council 1s already operational
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TABLE IV4 Carporate Procurement conferences, seminars, presentations, workshops and meetings
Total Total Duration Date Total Person
Code Title participants | companies ih hours From To City contact hours
PRODAP |The Role of Small Business Units in Purchasing from Disadvantaged Business 12 300 16 Feb 93 16 Feb 93 {Johannesburg 36
PROOBP  |Small Business Units A Corporate Asset 10 200 25 Feb 93 25 Feb 93 |Jdohannesburg 20
PROOCP [Opportuntties for Big Business with Small Business 10 200 23 Mar 93 23 Mar 93 |Johannesburg 20
PRODO1M |Policy Reference Group & U S Corporate Mission Breakfast Meeting 13 12 125 20 Sep 93 20 Sep 93 |Johannesburg 16
PR0O01S |RSA and USA Successful Models of Corporate Procurement 121 85 7 50 21 Sep 93 21 Sep 93 |Johanneshurg 908
PROOIR |USAID Mission Director Reception Hosting U S Corp Procurement Mission 121 87 225 21 Sep 93 21 Sep 93 |Johannesburg 272
PROD1W U S Corporate Internship Pragram for South African Managers 12 9 200 26 Nov 93 26 Nov 93 |Johannesburg 24
PRO0OZW JUSA Models of Procurement from Disadvantaged Businesses 21 14 250 08 Dec 93 08 Dec 93 ]Johannesburg 53
PROO3W |BIGSN & CSIR Black Business Directory Meeting 20 0 250 31 Jan 94 31 Jan 94 |Pretona 50
PRO01P  |AB! Presentation for Internship Program 13 1 200 22 Feb 94 22 Feb 94 |Johannesburg 26
PR0O04W |Second Tier Purchasing Strategies 15 12 250 23 Feb 94 23 Feh 94 |Johannesburg 38
PRODOSW |BICSN & CSIR Black Business Directory Workshop 5 3 150 07 Mar 94 07 Mar 94 [Johannesburg 8
PRO02P |internship Program Presentation to Shell 3 1 200 16 Mar 94 16 Mar 94 |Johannesburg 6
PROO3P  |internship Program Presentation to Transnet/Promat 4 1 250 17 Mar 94 17 Mar 94 |Johannesburg 10
PRO06W {Launch of Procurement Manuai 22 14 150 23 Mar 94 23 Mar 94 |Johannesburg a3
PRO04P  {internship Program Presentation to Eskom 3 1 200 18 Apr 94 18 Apr 84 |Johannesburg 3
PRO0SP |Internship Program Presentation to Promat 2 1 200 26 Apr 94 26 Apr 94 |Johannesburg 4
PRO06P  |Intemship Program Presentation to Anglo American Corporation 3 1 200 04 May 94 04 May 94 {Johannesburg 6
PRO0O7P  |internship Program Presentation to ABi 1 1 100 26 May 94 26 May 94 [Johannesburg 1
PRO0O8P linternship Program Presentation 1o Gencor 2 1 100 27 May 94 27 May 94 |Johannesburg 2
PROO9P [Internship Program Presentation to Cornmunity Bank 1 1 200 27 May 94 27 May 94 |Johannesburg 2
PR010P |Internship Program Presentation to JCI 2 1 200 30 May 94 30 May 94 |Johannesburg 4
PROO7W |BICSN/SABS/NEI Meeting Standards Required By Corporations 24 21 800 01 Jun 94 01 Jun 94 }Johannesburg 192
PR0O13P |BICSN Internship Program & Manual Presentation to NEI 27 20 100 01 Jun 94 01 Jun 94 {Durban 27
PRO11P  |BICSN & Internship Program Presentation to Western Deep Leveis 17 1 100 08 Jun 94 08 .Jun 94 [Carttonville 17
PRO12P [BICSN & Internship Program Presentation to National Housing Forum 30 1 100 09 Jun 94 09 Jun 94 |Johannesburg 30
PRD14P |Internship Program Presentation to Nedcor 1 1 100 30 Jun 94 30 Jun 94 |Johannesburg 1
PRO15P [August 94 AIC Conference Empowering Black Owned Business 60 100 17 Aug 94 17 Aug 94 | The RMB Conf Centre 60
PROD8BW |September 94 Procurement Mission (Cape Town) 50 31 8 00 27 Sep 94 28 QOct 94 |Cape Town 400
FRO09W |September 94 Procurement Mission (Johannesburg) 121 0 1200 29 Sep 94 29 Sep 94 |Johannesburg 1452
PRO10W |September 94 Procurement Mission (Durban) 23 18 700 03 Oct 94 03 Oct 94 {Durban 161
PRO16P  |Linking Big Business with Small Business 102 200 03 Oct 94 03 Oct 94 |Pietermarntzburg 204
PRO11W |September 94 Procurement Mission (East London) 44 0 450 04 Oct 94 04 Oct 94 [East London 198
PRO12W [September 94 Procurement Mission (Port Elizabeth) 52 0 4 50 05 Oct 94 05 Oct 94 |Port Eleabeth 234
PRD17P |October 94 AIC Conference Black Economic Empowerment 80 100 26 Oct 94 26 Oct 94 | Karos indaba JHB 80
PRO18P  |Small Busmess Development for Black Ecenomic Empowerment 88 80 100 27 Nov 94 27 Nov 94 |Johannesburg 85
PRO19P |March 95 AIC Conference Outsourcing to SMES 65 100 23 Mar 95 23 Mar 95 | Gallagher Estates 65
PRO20P |Aprii 95 Presentation to Buyers at Standard Bank 35 200 06 Apr 95 06 Apr 95 | Std Bank H/O Jhb 70
PRO13W [April 95 Procument Mission (Johannesburg) 14 11 16 00 20 Apr 95 21 Apr 95 [Johannesburg 224
PRO14W |Apri 95 Procurement Misslon (Pietermaritzburg) 35 20 16 00 25 Apr 95 26 Apr 95 |Pietermartzburg 560
PRO15W |Aprit 95 Procurement Mission (Port Elizabeth) 54 13 16 00 02 May 95 03 May 95 |Port Elzabeth 864
PRO16W |U S Corporate Procurement Internshup  Johanneshurg Briefing 14 1" 400 05 Jul 95 05 Jul 95 |Johannesburg BICSN 56
PRO17W {U S Corporate Procurement Internship  National Minorty Suppier Council Briefing 16 11 16 00 07 Jul 95 08 Jul 95 |New York N Y 256
PRO18W U S Corporate Procurement internships hosted by U § corporations 16 11 80 00 10 Jul 95 21 Jul 95 |Various U S cities 1280
PRO1SW U S Corporate Procurement Internships  Chicago Debriefing 16 11 700 24 Jul 95 24 Jul 95 |Chicago US A 112
PR002S |National Minority Supplier Development Council  Mmnonty Business Program Manag 16 11 16 00 25 Jul 95 26 Jui 95 |Chicago US A 256
PR021P  |Proactive Procurement Partnerships for Profits  AIC Conference Oct 95 24 100 10 Oct 95 10 Oct 95 {Johannesburg 24
Total Total Person
companies | contact hours contact days
Totals 1437 518 277 60 1056
FBIm
Fife Disk D\BICSNQPRS\DEC98\Traiming\Procurement Dec95 xis Number ot events 47

10 Jan 96




Section V: Franchising and licensing

A  Project design franchising and licensing (F&L)

Following an internal review of BICSN interventions in 1993, the team
suggested a reorganization and reorientation of project activities, including a sharper
focus to F&L Changes were proposed to reduce the high transaction costs required by
the franchising method known as International Master Franchise Agreements (IMFAs)
and to reduce entry-level costs generally for black entrepreneurs At the same time, the
team reaffirmed 1ts commitment to F&L as a successful and proven business format,
capable of generating a high technical assistance “multiplier ” The new emphasis on
developing franchise systems appropriate to South Africa 1s reflected in the misston
statement and objectives below

A1 Franchising and hicensing mission and objectives

The mussion of the new Franchising and Licensing component of the BICSN
project was to promote the development and competitiveness of black mainstream
enterprises (BEs) through franchising and hicensing The objectives of this component
were to

e Develop BEs as mamstream franchisers through (1) systems development or
the “engmneering” of new franchise concepts and operations, (2) the
“converston” of existing black businesses into franchise operations, and (3) the
acquisition and support of International Master Franchise Agreements
(IMF As)

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

¢ Assist black consulting and legal firms m developing expertise in franchising
e Support programs and activities to promote entry of BEs as franchisees

A2 Franchising and licensing strategies

BICSN strategies sought to leverage techmcal assistance by introducing a
vanety of different F&L systems appropnate to South Africa 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 percerved to be only one among many other possible
models

In consequence, BICSN developed addrtional strategies to create franchise
opportunities for aspiring entrepreneurs Instead of looking exclusively to the
international franchise community, one of BICSN’s strategies mnvolved converting
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existing South African businesses mnto franchise operations This proved to be an
attractive option for black businesses as well as for white South African companies
seeking new markets through a network of black franchisees

Another strategy mvolved assisting black franchisees to get into franchise
operations where they had previously been excluded by developing relationships and
affirmative action programs with the help and participation of U S and South Afiican
franchisers, trade organizations, and hicensers A final strategy entailed helping
entrepreneurs to create local franchising concepts from scratch The latter tended to be
relatively low-cost, and allowed black entrepreneurs to get mto business with mimmal
funding, using local skalls and talent

B  Effectiveness of F&L inputs
B1 Human resources

In md-1993 Sibley International, subcontractor to Chemonics, dispatched a
short-term franchise executive, Michael Amies, 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
Franchising Conference This assignment was extended on a month-to-month basis
until May 1994, when he was appointed vice president of Franchising and Licensing, a
two-year assignment

For the first time since the inception of the project, F&L had a long-term team
member 1 place who had a broad understanding of the subject Full implementation of
this component could now be accomplished Our mterviews revealed that the
objectives and targets in the logframe were now becoming a reality With new
leadership, a consistent flow of requests from Previously Disadvantaged Groups
(PDGs) began to get personal attention

Pirtle took charge of clients who earlier had some mput from BICSN but
whose projects for various reasons had not been carried through to completion He
added the mussing ingredient--expertise in franchising--and was available on a full-time
basis to service franchising clients Seminars of every nature began, franchising
companies were built, franchises were sold, and BICSN became a driving force i the
franchising community

B2 Technical Assistance Fund (TAF)

Records mdicate a marked increase in TAF use following BICSN’s
restructuring Beginmng 1n 1993, applicants for franchising services that were already
n the pipeline were processed for technical assistance New clients also began to enter
the system and were processed to receive TAF assistance for such services as
accounting systems, business plans, franchise agreements, feasibility studies, marketing
strategy, and financial management
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As with all TAF activities under BICSN, a 50-percent participation by the
client was required as an indication of serious business mtent Based on an analysts of
the record as well as on client interviews, the evaluation team finds that use of the TAF
was n proportion to managed need, and that TAF funds consigned to franchising were

used appropriately to meet the objectives of the project The F&L division awarded
and managed a total of 27 TAF contracts, as shown in Table V 1, below

Table V1 TAF contracts in the Franchising division

TAF TAF Totat TAF
Contract | C [of Contract
Consultant Client Scope of Work Start End Value Vaiue
Date Date In Rand InUSD
FRANCHISING

1|Mekit van der Spuy Productions BICSN Videotape IFA conference 08-Dec 92| 30-Jan-93 30000 10 807
2|Zinzs Kulu Prod BICSN Anchor person for video of IFA conference 08-Dec 92 30-Jan-83 4000 1441
3{Delottte & Touche Magomola Negotiation postion—for licencing & distribution of Pro-Line harr products of §  10-Feb-93]  15-Feb-93 1485 467
4|NSA Management Auto Pro/Bashe Consortum King Bear internatonal master licence evaluation 30-Mar 83| 14-Apr93 34000 10 685
5|Ebony Management Services Mohiaka/Letlape Partnership Market analysis & evaluation of IMA with Professional Carpet Systems 05-Apr 93| 30-Jun93 28728 9028
6|K Pather & Co Alex Hair International Accounting " for a halr salon franchise 01Ju-93| 31Dec 93 46 800 14708
7 [Madhlopa/Samuels Attorneys Mohlaka/Letiape Partnership Contract Review for an international master franchise with Professional Carpr 05-Jul-93 09-Ju-93 5 000 1671
&iN Singh Pather Alex Hair International Develop accounting procedures for a franchise conversion 28-Octg3| 10-Dec 93 15000 4714
9Madhiopa/Samuels Attorneys Alex Hair International Develop franchise agreement 01 Now-83| 10-Jan-94 17 500 5500
10{Thomas Danet & Associates Alex Hair international Develop marketing strategy and tools 01 Nov 93| 30-Jan-84 35000 10593
111K Pather & Co Alex Harr International Financal management services 01 Jan-94| 30-Jun-94 41340 11924
12|Advista Advertising & Marketing ¢c |Zachs Exhaust & Tyre Develop corporate identification image and manual and a franchise recrutme; 01 Mar 94| 30-Apr 94 29057 81381
13| Machlopa Attomeys Watcor Marketing cc Develop a national franchise agreement 03-Mar 94| 17 Mar 94 8750 2524
14|Advista Advertising & Marketing cc |Watcor Marketing cc Develop corporate identfication image and manual and a franchise recrutmey  25-Mar 4]  24-Apr 94 3900 1125
16(Sipho Dhiadhla & Assocrates Zach's Exhaust & Tyre Conduct financtal accounting and admin evaluation propose & mplement]  29-Mar 84 31 Jul-94 64 000 18 460
16| Madhlopa Attomeys Chicken Delight Develop franchising agreement registration certificates contracts andgrevs 01 Apr@4  08-Nov-04 7472 2155
17|Madhlopa Attorneys Zach's Exhaust & Tyre Develop a national franchise agreement 11 Jun94 30-Jul-94 20000 5769
18{David Savy Madhlopa Attorneys Develop marketing presentation matenals and provide training 17 Jun-94 17 Ju-94 1260 363
19{Davidt Savy Alex Hair International Develop marketing presentation matenals and provide traning 17 Jun-84 17 Jui-94 1260 363
20|David Savy Zachs Exhaust & Tyre Develop marketing presentation matenals and provide traming 17 Jun-94 17 Ju-94 1260 363
21]|David Savy Watcor Marketing cc Develop marketing presentation matenals and provide training 17-Jun-94 17-Jul-4 1260 363
22 Davd Savy PCS Letlape Brothers Develop marketing presentation matenals and provide fraining 17 Jun94 17 Ju-94 1260 363
23| Hugette Peters BICSN Assist ih wrtting franchise manuals for Kenry's Brick & Tile and Zachs Bxha; 01 Jul-94| 31 Aug-94 4000 1154
24{Madhlopa Attorneys The Kitchen Center Develop xship and sub hip agi its 01 Aug-84| 09-Dec 84 7000 2019
25{David Sawy BICSN Third tnternational Franchising Corference Computerized guest lists name|  01-Sep-94| 02 Nov 94 8820 2544
26]Summit Conferences BICSN QOrganize Third International Franchising Conference 07-Oct 94| 03-Nov94 17255 4977
27| Sipho Dhiadhla Chipies Development of a franchise accounting system 16-Feb-95{ 15-Jun-95 22800 6 333
[~ Tofal Franchising 458 207 139 107

B3 Franchised business activity

We discuss activities in each of the franchise categores identified by BICSN as
appropriate for the black South African entrepreneur We also provide a list of
franchise operations created in each category through the direct intervention of the
BICSN team, and narrate some of BICSN’s “success stories ”

Conversion of existing businesses mto franchised companmies This mode of
franchising mvolves creating franchised companies from existing South African
businesses, a very time-consuming and labor-intensive process The reader need only

imagne the magnitude of dealing with a great diversity of business concepts and

disciphines Additionally, each concept must be divided into sub-categories of service,
which must then be orgamzed to deliver to franchisees The delineation of business

formats mto franchise structures requires careful attention to detail and in-depth

knowledge of franchising principles
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BICSN made constderable progress in this area, helping to develop all the
franchising systems for the first two black franchising companies in South Africa Alex
Hair International and Zach’s Tyre and Exhaust Below are selected descriptions of
clients who have chosen the franchising method of distribution, as well as a complete
list of franchised companies BICSN helped to create

Creation of Franchised Companies | Alex Hair After working with this company a

o Alex Harr International under Corporate Procurement TAF contract,

: ;ZZ i:;’::‘g;f:’:w BICSN determined that 1t represented an 1deal

e Zach s Exhaust & Type franchising opportunity BICSN’s F&L Division

e Equal Access then worked with Alex Hair to create a franchise
. f honeFSPszaC, 2 operation After a full exammation of Alex Hair’s
i Kzz asusoo s (Clover SA) franchising manuals, one gives BICSN an

unquabified “A” on the fimshed product We note
that a successful franchise was created for a company that originally had few elements
of sound business structure or procedures normally expected of an existing enterprise

The Kitchen Centre expressed satisfaction with the BICSN alliance, stating that
while they were unable to franchise the concept because of 1ts nature, BICSN helped
give direction to establish a distributorship (license) Currently 7he Kitchen Centre 1s
negotiating for the manufacture and distribution of Dansh kitchen products in South
Affica, and 1ts owner has recetved corporate sponsorship to study business
management at Wharton Business School

Phone Spaza franchises telephone service and retail food outlets to black
franchisees n the townships They have also sold an international Master Franchise
Agreement to a USAID-funded project in Swaziland (Swazi Business Growth Trust)
The company 1s grateful to BICSN for resolving their dilemma on how to expand with
only company-owned units, stating that franchising 1s 1deal for their concept They are
also finding that BICSN has a good reputation in the black townships, with a 60
percent approval rating in areas where they have chosen to franchise

LAPA Foods (Clover SA) 1s a franchised business placed in the townships
under the ownership of black franchisees These shops retail nutritious dairy and staple
food products, featuring clean, attractive units, sparkhing personnel, and low prices
BICSN was recommended to Clover SA by FASA Clover mmtially approached BICSN
with caution thinking they were just another “funding” organization, but found that
their expertise m franchising was real and sincere They received professional advise
and quality mnputs from BICSN’s F&L vice president

Interviews were conducted with representatives of these companies, who were
quick to give BICSN credst for 1ts professionalism and techmical assistance procedures
The only exception would be Equal Access, an executive and management recruiting
company that required assistance in preparing an operations manual The company
found assistance to be costly and inadequate That aside, the franchiser stated that
BICSN’s services were helpful in getting hum started, and that 1t was unfortunate that
BICSN was closing down

Section V' Franchising and licensing Page V 4
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International Master Franchise Agreements International master franchise

o Coverall

e Dommo s

o Fast Frames

o Futurekids

o Maxi Movies

o Nike

o Old Chang Kee
» Phone Spaza

o Professional Carpet Systems
o Steamatic

» Subway

agreements (IMFA) Through its presence
in nternational franchising, Sibley
International, Inc was able to bring several
American franchising companies to the
BICSN table for negotiations with
mterested parties in South Africa The
International Franchise Association (IFA)
was also successful in the same manner
The list of companies i the sidebar

mncludes some major franchisers as well as smaller compames

There were several constramts affecting IMFA activity, some of which were
touched on earher Many of the bigger names n franchising choose to do their own
negotiating n the mternational arena and come up with their own candidates for an
IMFA 1In addition, while BICSN’s F&L component origimally targeted IMFA-style
operations, 1t became clear to the team that the typical BICSN client lacked the
managerial and financial wherewithal to become a master franchise holder For this
reason, following the 1992 IFA conference, the project determined that other forms of
franchising were necessary to maximize opportunities for the black entrepreneur

The evaluation team looks at the above list of IMFA transactions as adequate
for the project time frame We are more interested 1n the outcome of these businesses
in the market five years hence, than in the quantity of transactions m this category

Local SA Franchise Opportunifies
» Africa Hut Restaurant
» Battery Center

» Black Steer

o Bntish Petroleum

o Cape Afnca

o Chicken Licken

o Decadent Donut

o Fasfit

» Glowgefters

o Jethne Pnnt

o Kwik Kopy Printing

o Madame et Monsieur
» Milky Lane

o Mr Rooster

o Nando’s

o Pam Zimmerman

» PostNet

» Shoe Save

*® Spurs Steak Ranch

» Steers

» Sweets From Heaven
» The Drain Surgeon

o Worldwide Refinishing

Local South African franchise opportunities
BICSN was successful m helping to secure an
impresstve list of black franchisees in many areas of
franchising where they had previously been
excluded However, although the project exceeded
1ts targets, we feel that the number of new
franchisees brought to the table 1s insufficient
compared to the magmtude of the need Our
experience corroborated the financial constraints
dentified in Chemomnics’ 1991 Proposal To Provide
Techmical Assistance To BICSN, and many other
studies and reports In too many mnstances, potential
franchisees failed 1n their attempts to enter the
mainstream economy because of their inability to
borrow

Nevertheless, 1t 1s precisely at the level of the
franchisee that franchising can make its most
important contribution to black empowerment, and a
critical mass of white participation (from franchisers
and bankers) can make a real difference
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Over time, we believe that pressure on lending mnstitutions and franchisers will
increase, under downward political pressure and the upward thrust of black ambition
Interviews with members of the banking community, for example, revealed that they
were beginning to offer some financing in this area However, ventures with PDGs are
few m number Some risks will have to be taken to prove, in numbers, that the formal
sector 1s commutted along with the rest of the country New {ranchisees feed the
franchising concept Without franchisees there 1s no franchising!

Creating distribution systems in nontraditional markets This category 1s
most mndicative of BICSN’s resilience and mgenuity in identifying small business
opportunities 1n the black community BICSN took steps to create new franchising
concepts from scratch, concepts that are low-cost and capture local skills and know-
how Thus area of franchising continues to be one of the most dynamic and accessible
options for would-be entrepreneurs

Distribution Systems in Nontraditional Markets Kenny's Brick ‘n Tile began as an

. gz:;’:z’sDe”g’" mquiry about how to franchise an auto
o DIY Homebuiders accessortes product, but the concept

o Edutak was eventually abandoned because of
» Environmental Biotech the taxs discord This entrepreneur,

e Flamingo Dry Cleaning Kenny Siphayi, later became the first

e Jolly Joe Ginger Twist ble kyﬁs p hlyl’ ?,te h 51

« KBG Secunty ack tranchisee for the nation’s largest
 Kenny’s Brck ‘n Tile brick manufacturer, Corobrick (Pty)

* King Bear Ltd and the first independent outlet to
* Maluka Sewing School distribute bricks in Soweto In

e Mbonde Solar dad . h d

« Premier Millng addition, this entrepreneur has made

« Roboclean many nnovative contributions to

e Toby's Fast Food improve marketing of retail brick and
« Wishbone Grilled Chicken tile products BICSN has worked

extensively with Mr Siphay throughout his efforts to create what 1s now a highly
successful retail franchise operation

Cash For Schools was founded to teach black school children how to rase
money for school social events The concept has introduced fundraising schemes while
concurrently transmitting entrepreneurial skills to young black South Africans At the
time of this writing, there 1s a pending agreement with Coca Cola that would formally
mtiate Cash For Schools on a nationwide basis

Coke 1s also contemplating the creation of a franchise company to bring “tuck
shops”™ (snack shops) to more than 20,000 black schools in South Africa Other
suppliers would join Coke 1n this new franchise enterprnise, forming a network of major
wholesale suppliers and delivery systems that have been customized for this concept
The potential number of new franchisees (1 e , tuck shop owners and operators) 1s
astronomical In fact, the size of the new franchising company as contemplated would
generate nearly double the number of franchised outlets operated by McDonalds The
real importance of the project, however, lies in the economic empowerment that would
occur for disadvantaged educational nstitutions and communities
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Another concept supported by BICSN 1s called Edutak, which focuses on black
pre-school children Referred to BICSN by the Council for Scientific and Industrial
Research (CSIR), this program mvolves tramning systems and programs for pre-school
teachers It 1s very franchisable for South Africa and will have a major impact on the
quality of education provided to black children

B4 Conferences, seminars, and workshops

It 1s in ths area of operations that we feel BICSN excelled Of the many
conferences, seminars, and workshops sponsored by the project, probably the most
important was the 1992 International Franchise Conference, the first ever to be held in
Africa The conference was attended by more than 200 individuals and representatives
of 133 businesses It was so successful that it became an annual occurrence and a
keystone event for the project By the third conference, attendance had risen to nearly
500, with more than 200 companies represented

TABLE V 2 Franchising and Licensing conferences seminars presentations workshops and meetings

Total Total Duratlon Date Tot Person
Code Title participants| companles in_hours From Ta City contact hours
FROOAW |Forming Venture Partnerships ta Purchase Franchise Master Licen 1 4 00 23 Jan 93 { 23 Jan 93 [Johannesburg 244
FROO1C internat; 1 Fr hise Oport 225 133 16 00 09 Dec-92 | 10 Dec 92 [Johannesburg 3 600
FROO1W |{Franchising as a Business Format 14 3 4 00 29 Jun 83 | 29 Jun 93 [Kemptan Park 56
FROO2W iFranchising as a Business Format 29 1 500 D9-Jut-83 | 09-Jul-83 |Thohoyandou 145
FROO3W [Franchising as a Business Format 7 2 300 11 Aug 83 | 11 Aug 93 |Bloemfontein 21
FROO4W [Franchising as a Business Format 23 5 6 00 01 Sep 93 | 01 Sep 93 |[Port Ehzabeth 138
FROO5W {Franchising as a Business Format 23 4 600 02 Sep 93 | 02 Sep 83 |[Umtata 138
FROO6W [Franchising as a Business Format 14 13 6 00 03 Sep 93 { 03 Sep 93 |Durban 84
FROOTW {Franchising as a Business Format 7 -] 300 09 Sep 93 | 09-Sep 93 |Gugulethu Cape Town 21
FROGBW [international Master Franchise Agreements 23 16 200 | 08 Nov 93| 08 Nav 23 jtahannesburg 46
FRO0O2C International Franchise Opportunities 180 104 16 00 09 Nov 93 | 10 Nav 93 [Johanneshurg 3040
FROOOW |F Fr Op JFurniture Medic Dem onstrations 10 4 500 17 Dec 93 | 17 Dec 93 |Johannesburg 50
FRO1OW |[PromotingU S Franchisors Entry into SA Phase 1 9 8 300 28 Jan 94 | 28-Jan 94 jJohannesburg 27
FRO11W {Promoting U S Franchisors Entry Into SA Phase 2 7 6 300 03 Mar 94 { 03 Mar 94 }Johannesburg 21
FRO12W {Venda Franchising Workshop 8 0 400 Q07 Apr 94 | 07 Apr 94 {Venda 32
FRO13W |Giyane Franchise Workshop 3 400 08 Apr 94 | 08 Apr 94 {Giyane 12
FRO14W (Witbank Franchisitng Warkshop 7 23 8 00 14 Apr 94 | 14-Apr 94 JWithank 126
FRO15W Pilansberg Franchise Warkshop 29 6 4 00 20 Apr 94 | 20 Apr 94 {Piiansburg 116
FRO16W |Rustenburg Franchise Workshop 48 35 500 18 May 94 | 18 May 94 |R g 240
FRO17W [Port Elizabeth Franchise Workshop 14 0 550 18 May 94 | 18 May 94 {Port Elizabeth 77
FRO18W |[Swaziland Franchise Workshop 87 [} 250 23-May 94 | 23 May 94 {Swaziland 168
FRO19W |Blaem fantein Franchise Warkshap 23 18 400 02 Jun 94 | 02 Jun 94 |Bloemfontein 92
FRO20W |Welkom Franchise Warkshop 29 6 400 03 Jun 94 | 03 Jun 94 {Welkom 116
FRO21W |Johannesburg Franchise Workshop 24 ] 800 04 Jun 94 | 04 Jun 94 {Johannesburg 192
FRO22W |Swaziland Franchise Workshop (2nd) 44 22 & 00 10 Jun 84 | 11 Jun 94 |Swaziiand 352
FRO23W |Mmabatho Franchise Conference 44 0 500 17 Jun 94 | 17 Jun 94 [Mmabatho 220
FRO24W |Franchising Workshop 86 27 7 00 14 Jul 94 | 14-Jui 94 [Swaziland 602
FRO25W [Watcor Workshap 11 0 800 27 Aug 94 | 27 Aug 94 |Johannesburg 66
FROO1TF Franchise Forum 8 7 200 09 Aug 94 | 09 Aug 94 jJohannesburg 16
FROO2F 2nd Franchise Forum 11 1 200 29 Nov 94 § 29 Nov 94 |Johannesburg 22
FRO26W {Futura Workshop 8 1 300 21 Sep-94 | 21 Sep 94 |Johannesburg 24
FRDO3C  {3rd International Franchise Conference 488 213 16 00 01 Nov 94 | D2 Nov 94 |Johannesburg 7 808
FROO3F  13rd Franchise Forum 35 28 300} 13 Dec 84 | 13 Dec 94 |Johannesburg 105
FROO4F 4th Franchise Farum 8 7 200 10 Jan 85 | 10 Jan 95 |Johannesburg 16
FROOSF  |5th Franchise Forum 27 22 300 14-Mar 95 | 14 Mar 95 [Johannesburg 81
FROOBF  |6th Franchise Forum 22 18 300 11 Apr 95 | 11 Apr 95 [Johannesburg 66
Total Total Person
companies | contact hours contactdays
Totals 1 750 758 189 00 2310
Fe @
Frls Dk D \BICSNMQPRS\DECISYE nchls D 95.Xi5 Number of events 36

170~ n-96

Begimning with the second annual conference, BICSN was able to leverage
non-project moneys from corporate sponsors and franchisers to cover out-of-pocket
costs, including the rental of conference facilities at a major Johannesburg hotel This
strategy proved to be effective i attracting widespread interest among mainstream
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businesses in South Africa as well as internationally, thereby maximizing contacts
between thus community and black entrepreneurs The conferences also attracted
considerable media coverage and raised the profile of BICSN’s franchising activities
generally

The first International Franchise Conference was held prior to BICSN’s
reorgamization But it was only after mid-1993, with the hiring of a full-time
franchusing professional, that BICSN’s franchising education program began i 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 1n South Aftica, as shown in Table
V 2 The distribution of these events over the years 1s 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 franchising component of BICSN was closed

Table V 3 F&L training by year
Educational and

mformational events of this 1992 | %3 | oM | 199 Totals

kind are the life blood of Events ] 11 21 3 26
franchising Those who attend  |Participants 225 401 1067 57 1750
franchlsmg seminars are Person/days 450 498 1342 20 2310

empowered to take the next
step by formulating a concept and contacting professionals with expertise n
franchising to work through
therr plans
Figure V1 F&L traiming, by year

Because of the high
profile BICSN achieved n
F&L, BICSN staff were mn
demand for speaking
engagements, meetings, and A

25+

Pt

20 1

semmars orgamzed by other 151 = T
entities In addition to BParticipants ( 00s)
BICSN’s own schedule of 10 E OPerson/days (00s)
events, the Vice President o &

for F&L was mnvited to 5. - -

speak at presentations 3 7 &

sponsored by the following -

organizations 1992 1993 1994 1995
NAFCOC National African Federated Chamber of Commerce

SACOB-ABSA SA Chamber of Commerce and Amalgamated Banks of SA
RAPPORT-ABSA Major Afrikaans newspaper group and Amalgamated Banks of SA

FASA Franchise Association of Southern Africa

IESC/SA International Executive Service Corps of SA

SBS Strategic Business Services

STANDARD BANK Joint tratning series with Standard Bank

SWAZILAND Joint effort with Swazi Business Growth Trust
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Also important in the realm of franchising education was a BICSN study
commusstoned by Sibley International and written by Phulip F Zerdman and Andrew P
Loewinger, A Report on the Legal Environment for Franchising in South Africa This
report served as a invaluable tool for South African legal and regulatory bodies
responsible for developing franchising practices

We would like to make one final observation, further to BICSN’s business
education objectives We would suggest that future projects develop a strong alliance
between franchising activities and acadermia Academua s generally slow to recogmze
franchusing as a business activity worthy of study, or to develop an adequate
curriculum at any grade level Perhaps the failure of business education programs to do
so 18 part of the reason for the attention BICSN received 1n bringing franchising
concepts to the fore

B5 Franchise Association of Southern Africa (FASA)

BICSN has had a major impact on FASA, South Africa’s white franchise
assoctation, which has historically been dommated by conservative busmess interests
Over the course of the BICSN project, FASA has come to view BICSN as a partner in
advancing the concept of franchising and providing services to franchised businesses
FASA has also gradually become aware of the advantages to incorporating black
entrepreneurs mnto the franchise movement

BICSN, m effect, has benefited FASA and complemented 1ts efforts by
spreading the word about the franchising method of distribution, and thus elevating the
status and prestige of the association, by introducing new franchising concepts to
South Africa, and by introducing potential franchisees to member compamies 1n search
of new markets

BICSN has also fulfilled its responsibility to PDGs by increasing the
commitment of a major South African business association to the notion of market
entry for black businesses BICSN did so by becoming not only a FASA member, but
an mfluential member of the board of directors It has used this influence to bring about
concrete policy and orgamzational changes As a result of this interaction, FASA has
amended 1ts charter and bylaws to be more supportive of black franchise efforts and
has implemented an affirmative action program, chaired by former VP Robert Pirtle In
the preparation of this report, the evaluation team attended a semunar cosponsored by
FASA and Future Bank, designed to mtroduce PDGs to the world of franchising

These efforts are still viewed with caution by many black entrepreneurs
Although recently invited to join FASA, several black entrepreneurs who are former
BICSN clients chose mstead to form their own franchising orgamzation, the Franchise
Institute (see below) FASA mitially saw the Franchise Institute as a threat to its own
activities, but cooperation and support between the two organizations has increased of
late It 1s now estimated that within two years’ time, the two orgamzations will merge
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B6 Sustainability

As of June 1995, the franchising and licensing component was thought to be
self-sustaining 1n the private sector Thus when Robert Pirtle’s tour of duty ended, the
F&L component of BICSN was closed For many months, as of this writing,
franchising work has been carried on by a variety of private mitiatives and advocacy
groups

In the aftermath of BICSN’s F&L endeavors, and with continued support from
former VP Bob Pirtle on a private basts, several former BICSN franchising clients have
joined together to form a black franchising association known as the Franchise Institute
(see also above) This orgamzation has proved to be successful m resolving problems
on behalf of its members and providing a forum to take advantage of new
opportunities

Months after the closure of BICSN’s F&L component, there 1s concrete
evidence that franchising 1n South Africa has taken on a life of 1its own--has become
truly sustainable One of the primary indicators of success in the logframe 1s media
coverage In this respect, BICSN can claim very high marks

All of the major pubhcations devoted to economic and bustness 1ssues 1n
Southern Afiica have featured articles on franchising as a new growth opportunity,
particularly for black entrepreneurs Former VP Robert Pirtle estimates that since mid-
1994 and continuing to the present, BICSN franchising efforts, including his own
work, have been featured 1n an average of two or more newspaper and magazine
articles per month This 1s 1n addition to television and radio coverage and countless
requests for speaking engagements

Pubhcations that have featured BICSN include Enterprise, Own Your Own
Business, SUCCESS, Entrepreneur (in English and Afrikaans), African Business, The
Business Owner, The Portfolio of Black Busmness in South Africa, The Star, and every
other major newspaper 1n the country South African
interest 1n the project 1s an extraordimnary credit to the Table V4 Actual & projected turnover
BICSN staff Mr Pirtle attributes media interest to of BICSN franchise chients

the fact that in the aftermath of apartheid, the press
Rands
was looking for success stories The fact remains Year | (milions)
that BICSN virtually single-handedly introduced the
concept of black franchising to South Africa through 1002 00
its IFA conferences and other traiming activities 1003 1 ol
1994 24
1995 65
C Project impact 1996 81
1997 10 sl
1998 138
C1 Increased turnover of BICSN 1990 174
franchise clhients 2000 216
2001 264
Table V 4 provides the actual and estimated 2002 320
turnover figures (gross sales) of BICSN-assisted
Section V Franchising and licensing Page V 10
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franchise clients Building upon the momentum at the end of the project m 1996, when
the turnover was R8 1m, we estimate the cumulative turnover of franchise chents will
be R140m by the year 2,002 Figure V 2 displays the projected turnover growth

C2 Conversions of
BEs into franchisers

Figure V 2 Actual and projected turnover of
BICSN franchise clients, by year

Targets At least four
conversions of BEs mto
franchisers, assisted by the TAF,
with an average of six franchisees
each (24 new franchisees total)

Results Six new franchise
companies were converted from
existing businesses, creating a total
of 69 new franchisees, which 1n
turn have lired 252 employees
BICSN exceeded 1ts targets in this
area by 50 and 180 percent
respectively

Millions of rands

92 93 94 95 96 97 98 99 00 01 02

C3 “Engineered” BE
franchisers

Target At least two engmeered BE franchisers, averaging five franchisees
each

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

C4 International master
franchise licensees Figure V 3 Jobs created through F&L clients

Target At least six BEs as
mternational master franchise licensees,
averaging four franchisees each (24
total)

Results Twelve new IMFAs
were negotiated with BICSN assistance
Unfortunately three were terminated for
economic reasons The total number of
surviving IMFAs exceeds BICSN’s end-
of-project targets by 50 percent New
IMFA entrepreneurs have sold franchises
to 103 additional entrepreneurs (429
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percent of the target) New franchises have resulted in creating an estimated 1,554 new
jobs by 1996, as shown 1n Figure V 3

C5 Licensees of competitive products, services, or processes

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

Results F&L work done with Kenny’s Brick 'n Tile, The Kitchen Centre, and
Nike satisfy these targets

C6 Skills-based workshops

Target At least 10 skills-based workshops delivered to black franchisers,
franchisees, or licensees

Results During the BICSN franchise program, 36 presentations and skills-
based workshops were held for black franchisers and franchisees, 280 percent over the
target As a result of these workshops, as well as TAF assistance, 67 aspiring black
entrepreneurs were helped in their efforts to become franchisees of South African
franchise companues, and an estimated 1,554 new jobs were created

C7 Black consulting firms

Target At least four black consulting firms with expertise in one or more areas
of franchising (1 e , conversions, engineering, financial and/or legal structuring)

Results The project worked repeatedly with Madhlopa Attorneys, Ebony
Management, Sipho Dhladhla Financial Services, and Pather We find that this
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 franchisers, for use as “models” for
future franchise engineering or conversion

Results The franchise systems designed for Alex Hawr International, Zach’s
Exhaust & Tyre, and Phone Spaza amply satisfied these ambitious targets As
mentioned before, the creation of a franchise concept i1s a complex process The fact
that BICSN was able to carry out three of these within a short time span 1s remarkable
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Section VI: Growth, mergers, and acquisitions

A

Project design Growth, mergers, and acquisitions
(GM&A)

A1 GM&A mussion and objectives

The mussion of BICSN’s Growth, Mergers & Acqusitions (GM&A)

component was to promote the development and competitiveness of black
entrepreneurs and enterprises (BEs) as mamstream enterprises through equity
ownership and jomnt ventures The project was also designed to improve access of BEs
to commercial bank credit by drawing on appropriate American models This was an
ambitious mandate gtven the environment of South Africa at the time The risk was
judged to be acceptable, given the goal of equitable black participation 1n South
Africa’s economy

Through the efficient use of the Technical Assistance Fund (TAF) and other

means of implementation, BICSN expected to meet these objectives

To develop “bankable” business plans, that 1s, to write and present plans that
would be accepted and funded by the formal banking sector

To foster the competitiveness of BEs through hinkages with established South
African enterprises by promoting supertor products and processes and raising
management skills

To help outstanding BEs with the requisite management and technical skulls to
acquire companies

To educate and use high-potential black consulting firms in the structuring of
acqusitions and financial presentations

To address 1n a creative way the bias of conservative, formal sectors against
BEs by supporting loan guarantee schemes, cash-flow-based lending and
secured asset borrowing by BICSN’s clients

To work with the more progressive bankers to overcome the apphcation of
conservative criteria to newly emerging BEs

A2 GM&A strategy

GM&A was to be private-sector-driven Perhaps even more than BICSN’s

other two components, 1t addressed its interventions at high-potential black enterprises
whose corporate profile was in ine with expectations in the formal financial sector
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BICSN was designed to use collective national and international experience to
expand opportumties for black business beyond the confines of traditional black
business undertakings--construction, social and personal services, and wholesale and
retail operations, especially small retail operations--into every segment of the
mainstream economy Objectives would be achieved by applying a two-pronged
strategy on the one hand, helping black enterprises to package loan apphications to
assure that they recerved due consideration from financial institutions, and on the other
hand, forming working relationships with South African banks to reach out to BEs,
using lending approaches developed for disadvantaged businesses in the United States

Other networking strategies to support this effort included developing working
relationships with mamnstream corporations that were willing to participate wn joint
ventures, developing linkages with various organizations and other donor-funded
programs to upgrade managenal and technical skills, and using black consulting and
legal firms for TAF assistance, teaming them up with mamnstream firms as necessary

B  Effectiveness of GM&A inputs

Throughout BICSN’s existence, South Affica has been 1n the midst of a
tremendous transition The transfer of political power to the majority was the first step
towards equity, but true parity will only come about when economic assets are
transferred to the historically disadvantaged population While most South Africans
realize this fact, there 1s substantial gap between theory and execution

The BICSN project was designed to close the gap i very particular ways It
addressed itself to the “lending requirements gap” whereby black businesses have
msufficient knowledge of the requirements of formal financial institutions and
programs, a similar kind of knowledge gap with respect to technical, legal, financial,
and tax structuring requirements for joint ventures, tenders, and acquisitions, and, on
the part of the financial establishment, a “risk management knowledge gap” concerning
black business lending 1n general

The evaluation team finds that generally speaking, the contractor’s mputs 1n
GM&A were well thought out They were also effective in addressing the needs of
selected BEs, and in closing certain experiential gaps The flaw, if indeed there was
one, was not in the means of intervention Rather, the difficulty was m the very nature
of venture capital investment The latter requires a long-term commitment of risk
capital, the acceptance of the formal banking sector, and a fairly large pool, or critical

mass, of managenally expert business entrepreneurs These conditions are not yet
present i South Africa

BICSN attempted to confront these realities through traiming, technicat
assistance, and funding for specialized business services What the program ultimately
lacked was long-term nisk equity The 1rony is that risk caprtal 1s not comfortable
investing in unstable environments, and South Africa 1s Lkely to remain unstable until
nisk capital assists 1n transferring assets to the majority population This issue 1s
discussed further under subsection B4 below

Section VI Growth mergers and acquisitions Page VI 2
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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 reorganization of
BICSN, the new chuef of party, Fernando Bertoli, was assigned to work part-time on
GM&A 1 addition to his many other duties In January 1994 a vice president for
Growth, Mergers & Acquisitions jomed the BICSN team, yet he remamed with 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
chuef of party on a part-time basis Nor were there any jumor staff with corporate
finance expenence dedicated to GM&A

Analysis GM&A work 1s labor intensive The number of tasks 1s onerous
generating deal flow, performing due diligence, computer modeling, and sensttivity
analysis, negotiating and closing transactions Moreover, these tasks must be carried
out more-or-less simultaneously for all deals in the pipeline GM&A 1s also a discipline
with a low success rat10, 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 Naled:
Ol transaction closes, BICSN will have achieved a 2 in 21 success rate This 1s a credit
to the talent and dedication of BICSN executives

Nevertheless, the evaluation team finds that the lack of fully dedicated human
resources for most of BICSN’s project life represented a serious constraint for
GM&A Even with the use of TAF to supplement long-term expertise, the team
estimates that BICSN would have required at least three full-time staff members to
generate sufficient deal flows to achieve project objectives Interestingly, this estimate
1s 1 line with BICSN’s own plans the work plan of January 1994 provides for a full-
time vice president for GM&A, one general manager in corporate finance, and a half-
time business development manager

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

B2 The Technical Assistance Fund (TAF)

Given 1ts staff complement, GM&A did remarkably well to service 19 clients
under the TAF, producing 36 separate, direct interventions (see Exfubit VI 1 TAF
contracts in the Growth, Mergers and Acquisitions division, at the end of this section)
Interventions tended to fall into two categories either helping client businesses meet
the requirements of lending institutions through the preparation of business plans and
strategies, or helping black entrepreneurs with the mechanics of the acquisitions
process The breakdown of interventions is as follows

e 13 busmess plans
e 4 market/industry studies

Section VI Growth mergers and acquisitions Page VI 3
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o 10 feasibility studies
e 3 acquisitions proposals
e 6 strategic plans

Of greater significance than the actual number of interventions is the profile of

black businesses that recetved TAF
assistance While a few businesses
matched the traditional profile of
small retail or service operations,
BICSN’s GM&A division broke
new ground 1n assisting blacks who
were aspuring to enter mto many
nontraditional areas insurance,
publishing, advertising, radio and
television broadcasting, chemical
manufacture, the automotive
industry, and the o1l industry The
expansion into new business
terntory represents one of GM&A’s
major contributions to the
development of black enterprise and
the creation of new wealth

Number of TAF contracts

Figure VI1 GM&A TAF contracts, by year

16+

14

12

3
i

H
11

101

“k}i

i

1992

1993

i

};t-.‘l
t 1‘1 i ;L{‘r;

=TT

]
s e

1994 1995 1996

There also 1s ample evidence that despite constraints, BICSN assistance under
GM&A was gathering momentum Figure VI 1shows that there were only 3
interventions mn 1992, 9 interventions in 1993, 7 interventions in 1994, and 17

mterventions in 1995 and early 1996,

when the project was closing If these

figures are interpreted correctly, the
marketplace was beginning to react
well to BICSN, and momentum--so
important to deal flow--was at last

being achieved Likewise, Figure VI 2

shows that the value of direct TAF
mterventtons in the GM&A area was

R1,057 5Sm for the period of 1995 and

early 1996, compared with a total of
R799,088 for the prior three years,
1992-1994 In spite of the very
hmited human resources assigned to
GM&A, as discussed earlier, the

Rands

Figure VI 2 Value of GM&A TAF contracts by year
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number of interventions, the amounts disbursed, and the potential quality of the
transactions has improved over time Certainly, with projects such as Naled: Oil
currently in BICSN books, and the quality of these interventions, the possibility of
making further substantial contributions to BE empowerment appears within reach If
the Naledi transaction closes, BICSN will have achieved a remarkable success rate 2
successes out of 36 interventions versus a usual 1 i 100 ratio n equity transactions

Section VI Growth mergers and acquisitions
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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 service provider The percentage of the contribution depended on

transaction size and strategic sectoral importance The co-payment schedule for

acquisttions was a shding schedule that required the client to pay 20 percent of the first
R100,000, 10 percent of the costs between R100,000 and R300,000, and 5 percent of

all amounts over R300,000

In actuality, client contributions for TAF assistance were below these
guidelines as BICSN carried the costs of the African Life transaction Nevertheless,
the evaluation team finds that cost sharing was effective, first, in screening the client
base to determine which clients were serious enough about their projects to accept part
of the risk, and second, in stretching the available moneys of the TAF This
mmplementation strategy was also in keeping with BICSN’s overall commercial
orientation, with new trends in the design and implementation of foreign assistance,
and with the concept of reducing a “dependency syndrome ”

B3 GM&A seminars and workshops

BICSN used conferences, seminars, and workshops to provide management
and industry-specific technical skills to high potential black enterprises
were 12 GM&A workshops servicing 188 participants from 72 companies, as shown n

In all there

Table VI 1
Table VI 1 Growth Mergers & Acquisitions conferences, seminars, presesntations, workshops and meetings

Total Total Duration Date Total Person |
Code Title participants | companies|  inhowrs From To City contact hours
GMAOIP [What U S. and other Foreign hnwestors thark about South Afnca 2] 300 Feb-93] Feb93}Johanneshurg 156
GMANO2P [Opportundies for Black Managers in Equity Capdal Fund trvestments 16 300 Aug-93 Aug-93|Johannesburg 48
GMAODAP |Proposed BICSN Equity Captal Fund SL 13 300 Aug93]  Aug93|Johannesturg 39
GMAQOTW] Preseriting Your Business Opporturities to Foreign Business Partrer: 12] 9| 275 18Feb-94| 18-Feb-94 [Johannesburg 33
Presenting Your Business Opportunities to Foreign Business Partners 18] 18 200 | 22-Feb94] 22-Feb94 (Duban 36

Afgen Strategic Planning Workshop 8| 1 700} 15-Apr94{ 15-Apr 94 [Johannesburg 56 |

Petite Upholsterers Strategre Management Planning Workshop 6 1 2000 17-un94| 19-Jun-94 {Founeshurg 120 l
Linking With Foreign investors 12 i 800 | 23-Jun-94] 23-Jun94 |Johannesburg 9
Petite Upholsterers Strategic Management Planning Workshop 6 1 900 ( 25Jun94| 25-Jun94 Johannesburg 54
GMADD4P |Lucas 28RA Automotive Relay Manufacturng Verture 21 .t 200 | 29-Nov 94 | 29-Nov 94 |Cape Town 42
Mergers and Acquisitions Seminar 12| 10| 2100 | 294un95] 02-Jul 95 {Johannesburg 252
GMADOSP | The Egoli Fund  Presentation to ABSA 12 1 200| 240ct95| 24-Oct 841 Joharmesburg 24

Total Total [ Person
camparies | contact hours contact days |
| Totals| 188 72 82.75 120 |

Workshops covered the following subjects doing business with foreign investors,
company presentations demonstrating mvestment opportumties in black businesses to
bring together black investors and BEs seeking capital, a seminar in mergers and
acquisttions, strategic planning and management workshops, and several seminars on
equity capital Most seminars were held in Johannesburg, although some events took
place m Durban, Cape Town, and Fouriesburg
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The Mergers and Acquisitions Seminar 1s an example of how GM&A used
tramning as a springboard to identify ways to improve transaction success potential The
seminar was attended by a small but high-level group of corporate executives and
black entrepreneurs The learmng format involved an mtensive three-day program
devoted to the fundamentals of mergers and acquisitions, but 1t also presented case
studies in deal-making and engendered a discussion of South African market
constraints to deal completion In association with Deloitte & Touche, BICSN
compiled these materials into a manual that serves as a valuable mtroduction to
mergers and acquisttions i South Africa

B4 Equity fund

The Black Equity Capital Fund mn the oniginal project design was to dedicate
US$5 million to take munority equity positions n BICSN clients This fund never
materntalized and was judged to be a desirable but premature intervention

One of the lessons learned through BICSN 1s that 1t 1s not always sufficient to
help BEs prepare “bankable” business plans The risk profile for the typical black
enterprise will still be too high for most commercial banks and traditional financial
mtermediaries i South Africa Unfortunately, the lack of equity financing led to the
loss of some important BICSN transactions, including the Oceana and Lucas deals

BICSN endeavored to overcome this constraint through various studies and
proposals devoted to equity funding In May 1995, judging that the South African
environment was more conductve to a private equity fund, the project re-opened work
in this area In collaboration with Theta Securities, BICSN mutiated a series of
meetings to assess local interest i a managed private equity fund to assist BEs in
gaimng equity positions i mainstream compantes By December 1995, these efforts
had proven unsuccessful as South African institutional mvestors were not yet ready to
assume the risks percetved to be associated with thus market Thus, efforts to establish
the Egoli Caprtal Appreciation Fund, with a target of $100 million investment capital,
were discontinued by the project At the time of the evaluation, the project was
working on a re-designed concept, a quast-equity fund, which offers more promise

The efforts to establish a private equity fund to assist PDGs 1n acquiring share
ownership and management experience in mamnstream companies have underestimated
the resilience of local investors who have little experience in managing the risks
associated with mnvestments 1n this market As the absence of equity funding has been
a major constramt mn the project efforts, further work mn this area 1s warranted The
quast-equity fund being investigated could be an attractive product to convince
skeptical investors that the time has come to take some calculated risks Someone has
to take the lead 1n South Africa in showing that economic empowerment 1s not
inconsistent with commercial returns on caprtal

B5 Sustainability

USAID 15 1n the process of developing projects to ensure the sustainability of
BICSN interventions in GM&A, and to address the equity financing constraint One
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such effort 1s the recently designed Equity 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 will cost-share the due diigence of an investment, in
addition to helping with ongoing after-care maintenance

The purpose of this activity 1s to bring 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 experience by marrying private equity
money to the TAF It also hopes to address the issue of having a commitment or equity
at risk as demanded by the formal funding sector

USAID has also funded a development imtiative for Africa, in the US$100
mullion Southern Africa Enterprise Development Fund (SAEDF) Ths 1s a venture
capital fund that will work i conjunction with local financial mstitutions to make long-
term capital available to indigenous SMEs on a profit-driven basis One half of the
moneys dedicated to this project 1s for South Africa There will be a US$10 million
TAF set-aside for “transaction specific” assistance as well as private sector
development technical assistance n the ten countries targeted by the SAEDF

In a matter related to sustamability, it was unclear when this report was being
written what effect BICSN’s closing will have on GM&A projects already in the
pipelme or precisely when shut-down will take place This 1ssue 1s relevant to the
Naled: Odl transaction, a high-stakes acquisition that is approaching closure The
project has been working on this transaction for almost a year and has mvested
considerable resources m it, which 1t 1s set to recoup once the transaction closes In
addition, there 1s also a contingency fee of 75 basis ponts (three-quarters of 1 percent)
on the transaction, projected to be around R200m If the transaction closes, a great
sustainability success will have been achieved via the creation of the BICSN Trust
Fund to capture these proceeds and/or share options, as originally detailed in the
BICSN January 1994-March 1995 Work Plan This trust should be set to capture the
reflows estimated to be 1n the order of R2 0-2 5Sm Should this come to pass, BICSN
will have achieved very high marks in commercial sustainability, demonstrating that
economic empowerment and commercial returns are not an oxymoron in South Africa
Furthermore, 1n the context of dimmished support for foreign assistance, this would be
a demonstrable efficient use of U S taxpayers’ moneys

C GM&A impact assessment

The BICSN project’s GM&A component did assist a core group of high-
potential black businesses The successes enhanced black business growth and
profitability and created new wealth We perform a quantitative analysis of impact and
provide a summary of two of BICSN’s most visible success stories

Section VI Growth mergers and acquisitions Page VI'7
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C1 Increases in BE equity through acquisitions

With its re-structuring 1n September 1993, the project developed a viable
strategy 1n the M& A area by offering to provide seed money to PDG-led consortia to
structure acqusittons BICSN attempted 21 acquusitions, as shown in Table VI 2

below
Table VI2 GM&A acquisitions pipeline
Transaction BICSN BICSN xclusivity & BICSN
TARGET value LOE formal fonfidentiality BICSN |due diligence Vaiuation
CLIENT INDUSTRY/SECTOR Rands OBSERVATIONS used 'engagement| agreemeants pre-feasibility & valuation | & due dil
(000s) {P/Ds}) date signed ended started ended
CONCLUDED
1| ReatAfrca Life insurance 160 000 [Acquisition of 51% of Aflife 108 31 Jukg3 30-Sep-93 10ct83] 15 Dec 93§
IN PROGRESS
1] Srzwe Medical Medical services 1 500 |Valuation concluded for MBO 27 §-Dec 94 30-Jun-95
2| Naled NABFRA Petrol & lubnicants distrib 200 000 |Valuation started acquisition of 150 petroi stations 31 18-Apr 95 15 Oct 95 12 Apr 86
3{ JFM Radio Radio broadcasting ficense 3 000 Regional radio license Watting for IBA 18] 30-Dec 94 30 Jun-95
4| WW Africa Investments |TV license On going Warting for IBA 5 10 Jan-95
DROPPED
1} Aim Meat Co employees|Meat processing 2 400{ESOP attempted Unable to raise finance 8] 21 Jun83
2| Africa Financing Club  |Flour mifling 4 500{Unable to raise finance & assemble management 55 11 Nov 83
3| Indwe Consortwm Hospitalty mdustry 10 000|Consortium inactive 35
4| Qil Consortium Ol industry 100 000 No agreement with seller 282 20 Apr 94
5| Executwe Ct Ch is manufacture 5 000} Sedler sold to ancther buyer 470 15-Jun94 10 Jun-94| 26 Sep-94| 30 Oct-94]
6| FIN Consortium Financial services Verture structured with ancther party 7
71 CON-Consortium Housing Development 8 000 Unabie to raise finance Dropped twice 16
8; B Consorbum Seafood Industry 80 000|Dropped Potentral conflict of interest 35| 10-May 94| 30 Aug 94
9} Durban Consorbum Light bulb ture 4 000|Project was not economically viable 10
10 S Publishers Publishing 4 D0O|Target company involved in Iigation 14| 24-May 94| 30 May 94 1 .Jun 94
11| T Consortium Filling station 1 000|Stte unsustable and costly 1
12| D Consorhium JA auto dealership § 000|Unfeasible 4
13| B8 Forums Newspaper 70 000 [Competition Board ruled against 4
14} L. Censorbum Auto relays manufacture 4 000|Some consorium members failed to obtain funds 34 10ct 94 2 Sep-94
15{ M Consortium Medical supphes 1 000{Unfeasible project 1
16} ESOP Structure Hosprtality industry 1 000{Insufficient cashflows to secure financing 9 15-Nov 94 31 Dec 94
| Cumulative long and short term levelof effort 414 2}
Some of these transactions are still pending and include enterprises 1n the o1l
distribution, radio, television, and medical insurance services
Relative to a total project budget of $10 2m The acquisition of African Life and
and the rather modest human resources the potential structuring of the Naled: Oil
allocated to GMA the fact that BICSN has
been able to leverage $102 8m of equity transaction are examined quantitatively in
transfer and growth with a potential for an Table VI3 At the date when the African
additional $48m represents an outstanding Life transaction acquisition became
accomphshment
unconditional, the 51 percent acquisition
interest represented a value of R160
mulhon Purchased at a disclosed share price of 470c (R 4 70) per share, the value of
this equuty stake, as judged by the price of the shares as of 4 April 1996 when shares
were traded at 1250c (R12 50), had grown to R425 5m, as shown i Table VI3 At
the prevailing rates of exchange of the rand relative to the dollar, the value of ths stake
grew from $41m to $102 8m
Section VI Growth mergers and acquisitions Page Vi 8
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Table VI3 Value of previously disadvantaged entrepreneurs equity leveraged by BICSN

Drsclosed 1 Share price Estimated Estimated value
Transaction Transaction transaction ! as of annual of equity as of
Company Date Value (R'000s) share price {rands) 04-Apr-86 rate of growth 4-Apr-96 (R'000s)
African Life (51% of R318m capitalization value) 28-Feb-94 160 000 470 1250 2973 425 532
Naled) Ol (Projected for 2nd quarter 1996) Not available 200 000 Not avallable Not avallable Not available
i
J
Rand totals concluded (millions)|| ] 160 000 | } 425 532]
Rand totals projected (millons)| | 360 000] L 625 532]
Dollar totals concluded (millions)| [ 41 026] ] 102 785}
Dollar totals projected (milons) || I 92 308] ] 151 095]
Exchange (Rands per U S $) 39 Exchange (Rands per U S $) 414

Working estimates of the size of the Naled: Oil transaction are of the order of
R200m Should this transaction close, the total value of equity transferred and its
growth over ttme would amount to R625 5m At the prevailling rate of exchange at the
time of this evaluation (1$=4 14 rands), thus value would be $151m Relative 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 accomphishment
Relative to project budget, BICSN will have achieved at least a 10 1 ratio with the
African Life transaction, and a 15 1 ratio when and if the Naledi O1l transaction closes

Table VI4 51% share of actual
& projected annual turnover of C2 Increases in turnover

of African Life (Rands '000s)
Target The 1994-1995 work plan for a
51% of §1%of | three-person staffed M&A division specified an
Financial annual | cumulative | aooregate increase mn turnover equivalent to R6m
Year end | turnover | tumnover | per annum among BICSN-assisted firms 10 BEs
would have increases in turnover averaging
31-Mar-94 97 544 97 544 R300,000 per firm per year (R3m), and at least 20
31-Mar-95 167 618 265 162
31-Mar-96 209522| 474 684] BES would show increases in turnover of
31-Mar-97 251 428 726 110 RIS0,000 per ﬁrm, per year (R3m) Although in
31-Mar-98| 314 283| 1040 393| reality the M&A division functioned with only
31-Mar-99| 392 854| 1433 247 one full-time person for a 12-month period in
1994, it 1s worth exammuning how close the project
Based on African Life Assurance came to meeting its target of R6m increases mn
Annual Report 1995 turnover per year among its chents We
concentrate on the turnover of those firms which were acquired by black entrepreneurs
with project assistance °

8 The turnover of other BICSN client firms is included in the Corporate Procurement and Franchising
sections Thus we limit our analysis here to the turnover of firms where interests were acquired
through project assistance At the time of this evaluation the Naledr and Sizwe transactions had not
been concluded

Section VI Growth mergers and acquisitions Page VI 9



Final evaluation report

Results We examine herein the performance of African Life Assurance
(Aflife), a JSE-histed company, now 51% controlled by Real Africa Holdings (RAH)
which 1s 1n turn controlled by Real Africa Investments (RAI) through a 51% stake
These companies are now 3 of the 12 black-controlled compames listed 1n the
Johannesburg Stock Exchange (JSE), the Aflife transaction, enabled by BICSN,
became a cornerstone for the

histings of RAH and RAI® Figure VI3 51%of annual tumover, Afncan Life
The 51% of turnover (sales)

figures of Afflife in Table 1500000 —‘TT

V1 4 for 1994 and 1995 are .

based on actual
performance, the figures for
1996 and onwards are
projections

1200000
1000 000-

Rands ( 000s)
8
g8

600 000
We estimate that, 4000001
through this BICSN- 200000
sponsored transaction, the _ .
value 1n sales or turnover o kel P/ 5Vockannal tunover
attributable to the 51% stake Mer98  yrog

of RAH 1 Aflife will be

R474 7m ($114 6m at the rate of 1$ =4 14 rands) Viewed against an aggregate
project target of R30m (R6m per year in turnover increases over the 5-year hife of the
project), we estimate that by March 1996, BICSN will have exceeded this target
almost by a 16 1 ratio

Considering the project budget of $10 2m , this 1s a leverage ratio of 1 11 We
further estimate that, at the conservative rate of growth of 25% per annum, the 51%
stake of Aflife’s cumulative turnover will represent a value of R1,433 2m three years
hence, on 31 March 1999 Assumung a rate of exchange of 5 rands to the dollar, this
would represent $286 6m, 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 acquisttions transactions

Target At least six mergers and acquisitions transactions, with an average
value of R40 million each, and with black management and industry-specific skills
development programs in place

Results The total aggregate imphed target of six transactions at R40m each
would amount to R240m With the R160m value of the African Life transaction,

¥ BICSN was also involved In the early structuring of the Oceana Fishing Group Ltd transaction but
withdrew because of a potential conflict of interest Eventually RAH acquired a 20 9% stake in
Oceana via its share-holding in the Ocfish Holding Company Ltd which has a 50 2% controlling stake
in Oceana RAH and RA/ were listed in the JSE with the acquisitions of Afife and Oceana n their
books together with stakes of 2 08% and 20 0% in MTN and NSA respectively

% As per figures In the 1995 Annual Report (pp 2-3) for fiscal years 1995 1994 and 1993 ending on
31 March Aflife s total income grew 71 8% 53 6% and 44 4% respectively We have used the more
conservative rate of growth of 25% per annum for our projections well below the 10-year historical
compounded rate of growth of 38%
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BICSN 1s currently at two-thirds of its target If the projected Naled: Oil transaction
closes, (estimated value of R200m), the project will have exceeded its target by 50%, a
total value of R360m 1n transactions concluded versus a target value of R240m

C4 Cash-flow-based lending
Target 100 commercial cash-flow-based loans with a total value of RS mullion

Results The project did not achieve this target In retrospect, this target was
not formulated properly Even 1f the GM&A had been fully staffed, this target would
have been difficult to meet as local financial mstitutions do very hittle cashflow-based
lending Further, given the lack of experience of financial mstitutions in the market in
which the project operates, this target was unreahstic

C5 Workshops and seminars

Target 20 workshops on corporate finance, joint ventures, and deal
structuring, mfer alia, offered in collaboration with local mvestment banks and
financial institutions

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

C6 Success stories

African Life This 1s GM&A’s most visible success story In this transaction,
Real Africa Investments, Ltd (RAI), through Real Africa Holdings (RAH), purchased
51 percent of African Life from Southern Life RAI 1s a consortium of prominent black
businesses, trade umons, penston funds, and church groups Southern Life sold the
controlling nterest for R160 million or 470c¢ a share It was the first time that a hsted
company of Anglo-American ownership was transferred to black control

Not only did this transaction empower BEs, but 1t contmues to serve today as
an exceptional role model The consortium consisted of black nstitutions, led by black
entrepreneurs, and with an esttmated 1 2 nmtlion black shareholders Equally important,
the consortium managed to mobilize real capital to acquire a commercial operation at
market value This was not donor money, nor was it a dependent on government or

parastatal favors or subsidies Importantly, it was a transaction that would not have
succeeded but for BICSN assistance

Don Ncube approached BICSN in mud 1993, when the acquisition group
needed professional advice on structuring, actuarial diagnostic, due diligence, and legal
matters The group did not have the resources to close the transaction, and requested
BICSN’s help with a feasibility assessment, an actuanal study, and financial analysis to
support the acquisition proposal Mr Ncube has acknowledged n interviews that
without the resources of BICSN “African Life would never have happened ”
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Accomplishments in 1995 are as follows 1n the first year that RAH owned
African Life, total income improved by 72 percent to R328,662,000 This
improvement was the result of increases i all of the company’s operating areas The
net result was an improvement 1n net mncome of 42 percent, as net income jumped to
R206,721,000 Ths represents an impressive performance, and 1t 1s our understanding
that 1996 contmnues this trend

As of year end 1995 total assets of Afiican Life were R554 million or an
increase of 30 percent over 1994 There was an excess of assets over habilities of
approximately R215 million, or a 27 percent improvement over last year The stock
price of African Life reflects this performance 1t has increased from 470c¢ at purchase
to approximately 1250c The appreciation of the stock has created wealth for all of the
shareholders

Naledi O1/NABFRA BICSN has dedicated a constderable amount of time to
the Naled: Oil project It 1s a complex transaction that has taken so far almost one
year, at a cost of approximately R650,000 While the cost 1s lugh, in fact, Naled: Ol 1s
representative of the kind of project BICSN was designed to bring to market If the
deal closes, the result will be a large African-controlled o1l company, agamn, breaking
new ground for black busmess in South Africa

The management of the company will consist of a core group of BEs who will
control 35 percent of the company, with the remaining 65 percent in the hands of the
National Black Fuel Retailers Association (NABFRA) Naledi Oil strategy will be to
carve out, through NABFRA, a mche distribution system for gasoline The company
will purchase 150 petrol stations with buy arrangements with major o1l companies
Naled: Oil will stock crude oil, refine bulk products and packed lubricants The size of
the Naledi Oil transaction will be approximately R200 mullion, with a conservative 1 1
debt to equity ratio

Like the African Life transaction, the size of the Naledi 01l deal, the number of
quality participants, and its sectoral significance give this project enormous reach and
credibility These factors enhance the chances of acceptance of black business by the
formal sector, and also create an outstanding role model for other BEs to emulate

D Conclusions

Based on the analysis of project records, interviews with chents and project
personnel, technical assistance providers, and officers from financial institutions, we
can summarize our conclusions concerning the operations of the GM&A as follows

D1 Project focus

With 1ts re-structuring i September 1993, BICSN rightly identified 1ts
competitive advantage in the GM&A area there was an unserved niche i the
provision of assistance to previously disadvantaged entrepreneurs 1n the acquisition of

Section VI Growth mergers and acquisitions Page VI 12
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mainline businesses with a track record and the cashflows to make the transactions
bankable BICSN broke new ground in this area in a difficult time of transition in
South Africa

D2 GM&A results

In spite of the very hmited resources assigned to the division, the project was
able to achieve a success rate well above average n closing transactions 1 21 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 $100m If the Naled: deal
closes, this closing average will improve to 2 21 and the value of equity leveraged by
the project will be over $100m

D3 Commercial orientation

With the re-structuring of the project, carried out jomntly by USAID and the
contractor, the project took seriously its name The commercial emphasis was
manifested n its GM&A procedures whereby chents, through their co-payment for
services, were at risk at each stage of the transaction A commercially viable
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
private sector project designs

If the Naled: transaction closes, BICSN will recover all its costs plus a
performance fee The BICSN Trust Fund, proposed 1n the re-structuring plan of 1993,
needs to be created as a useful vehicle to capture these and other potential re-flows of
the project The BICSN engagement letters with its chients have been written in such a
way as to allow the project to transfer its rights and options to other successors,
entities, and affiliates

D4 The equity fund

The South African environment has proven very resilient to the concept of a
venture fund to assist PDGs m obtaming stakes in viable busmesses The fact that the
project was actually able to achieve its results in the GM&A area 1s remarkable There
1s no doubt that an equity fund would have helped BICSN aclieve even more in this
area

At the time of the evaluation, BICSN was reformulating its fund product
strategy around the concept of a Succession Fund, a quasi-equity fund to assist PDGs
obtain equity stakes in mainline businesses We would encourage further work 1n this
area

D5 Measuring intangibles PDG entrepreneurs’ expernences in
‘unsuccessful’ transactions

Although project evaluations must concentrate on measurable results, there are
also additional effects which, albeit unmeasurable at this pont, must be considered

Section VI Growth mergers and acquisitions Page VI 13
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The nature of the work performed by GM&A in the context of the transition from
apartheid to a democratic society was trail-blazing The intensive client involvement
fostered by BICSN 1n the transactions was largely new ground for PDG entrepreneurs
There was intensive learning 1n the experiences of defining a transaction, strategy
formulation, negotiations, due diligence processes, valuations, etc There 1s little doubt
that, at least among some of the GM&A clients interviewed, the likelihood of success
n their next transaction attempts will be much hgher due to ther prior involvement,
experience, and learming through BICSN Thus 1s an intangible that, for the time being,
remains unmeasurable

Section VI Growth mergers and acquisitions Page VI 14



Exhibit VI 1 TAF contracts in the Growth, Mergers & Acquisitions division

TAF TAF Total TAF
Contract Contract Contract Contract
Consultant Client Scope of Work Start End Value Value
Date Date In Rand In USD
B |GM&A
1|NSA Management Herdbuoys Financing proposal 02 904 33 4009]
2|Price Waterhouse Meyernel Vuku zenzele Distribution Business plan review & implementation plan development for a new venture 17 Dec-92| 31 Dec 92 5000 1 801
3|Deloitte & Touche Magomola Business strategy & implementation plan development for a new venture 17 Dec ©2 31 Dec 92 5000 1801
4|Deloitte & Touche Magomola Preliminary study of black hair care market for benefit of new ventures & foreign| 18 Jan 93| 12 Feb 93 17500 5500
5|NSA Management BICSN/Khulam-Brown Arrange meetings 1dentify BICSN role ih minonty share takeover of wholesalefre| 22 Feb 93| 23-Feb 93 4300 1351
6|Price Waterhouse Meyernel Movement Marketing Enterp Organization & structure analysis and business plan re evaluation 01 Mar 93! 26-Mar-93 5928 1863
7|M Brey & Associates Alm Meat Prd Viability audit for a firm under hquidation so its employees can buy It out 21 Jun 83 30-Jun 93 14643 4602
8|Arthur Anderson & Associates NEWCO Due diligence computer systems diagnostic & asset valuation 16-Jut 93| 11 Nov &3 350 000 100 904
9|William Sweeney NEWCO Acquisition proposal evaluatiom 01 Sep-93 Pro Bono
10|M Brey & Associates Alm Meat Prd Investment proposal follow on to contract 8/23 above 06-Sep 93| 18 Sep-83 21648 6803
11|Quarles & Brady NEWCO Structuring of NEWCO transaction 30-0Oct-83| 06-Dec 93 63640 20000
12|Deloitte & Touche NEWCO Financial analysis and evaluation of the proposed financial structure 22 Nov 93| 22 Dec 93 65 000 20 427
13|Egon & Anton Buermann National Property Forum Capacity building for formation of a transport construction company for toli road |  16-Mar-94| 06-May 24 21705 6 260
14|Management Development Consuilta| AFGEN Management staff meeting facilitation 10-Apr-24| 15-May 24 1000 288
15| Southern Africa Actuarial Consultan|AFGEN Develop a business plan 10-Apr94| 30-Jun 94 20100 5798
16|/IESC Anntes Creation Preliminary feasibility to determine whether or not to undertake a full due diligenc;  16-May-94 15-Jun &4 4000 1154
17|Egon & Anton Buermann National Property Forum Conduct strategic planning workshop for potential shareholders in Reconstructio]  14-Jun 94 20-Jun 94 13030 3758
18|Ebony Financial Services Executive Chemicals Due diligence on factory faciities and operations 22 Sep-94 11 Oct 94 62 700 18 085
19{The Associates Big Brass (Pty) Ltd Examine feasibility of developing a program for upgrading skills of black candidall 15-Dec-94| 28 Feb 95 30900 8913
20{Markinor Jazz FM Group Conduct 8 focus groups to determine qualitative viability of establishing radio stal  10-Jan 95| 31 Mar 95 39547 10985
21|Markinor Jazz FM Group Conduct a market research questionnaire of 2 000 people in 5 metropolitan area 01 Mar 95|  30-Apr 95 31737 8816
22|Quentin Green World Wide Investments Conduct feasibility study and prepare documentation for obtaining a broadcasting  15-Mar 95 150000 41 667
23|Media & Broadcasting Consult Jazz FM Group Conduct a feasibility study and prepare a complete business plan for a radio statf 01 Apr-85 01-Jul 95 23000 6389
24\Brian G King Naledi O1l Holdings Petroleum expert lead negotiations on the clients behalf 01 May 95 31-Jui 95 82080 22 800
25|L P van den Berg Naledi Ol Holdings Regulatory expert wnte motivation for change to Rat plan & assist in negotiation] 01 May-95 31 Oct 95 30 780 8 550
26|Bnian G King Nalech Oil Holdings Petroleum expert write strategy/industry analysis report 01 May-95| 31 May 85 23940 6 650
27|Louls van Zyl Naledi Ol Holdings Legal expert create legal structure advise on legal issues prepare documents ¢ 01 May 95| 31 Jan 96 86120 18 367
28{Willlam Bremmer Naledi Oil Holdings Financial expert advise on capital structure budget constraints financing inves| 01 May 95 31-Jul 95 90972 25270
29|Consulting & Eng Services CC Moribo Investments Pty Ltd Undertake a study of Sentech Infrastructure and provide implementation plan 18 May-@5| 30-Sep 95 102 331 28 425
30|Waterland Design cc Hughs Place Preparation of detailed plans sections and elevations of a jazz venue 22 May-95 15-dul 85 24353 6765
31{Dundee Financial Consultants Naled) O1l Holdings Provide expett advice on the suitable structure to be formed by Naledi 01 Nov-@5! 31 Jan 96 20972 25270
32|Business Acq & Dev Strategies Naled: Oil Holdings Provide guidance towards and negotiating on behaif of the Client 01 Nov-€5| 31 Jan 96 82080 22 800



Exhibit Vi1 TAF contracts in the Growth, Mergers & Acquisitions division

TAF TAF

TAF

Total
Contract Contract Contract Contract

Consultant Client Scope of Work Start End Value Value

Date Date in Rand In USD
33|Markinor The Vaice of Soweto Conduct a survey to establish listnership profile and demographics 27-Nov ©5| 10-Jan 96 27816 7727
34| Deloitte & Touche NABFRA Conduct a feasibility study and prepare a business plan 15-Jul-95) 02 Feb 96 18725 5201
35|Business Acquisition & Dev Strategi| Naledi Ol Holdings Provide guidance and negotiations on behalf of the client 01 Feb-96 30-Apr 96 82080 22 800
36|Dundee Financial Consuitants Naledi Ol Holdings Provide expert advice on the suitable structure to be formed 01 Feb 86| 31-May-96 20972 25 270

| Total- GM&A 1,856,593 545,649]

File BICSN D \DEC95\TAF Contracts xls —- GMEA
Updated 4-Mar 96
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Inputs

BICSN Project staff

Technical Assistance
Fund

PRG & US corporate
policy guidance

FB i
28 Fab-94

c;::v Fite Disk D \BICSN\Evaluaton\Appendix A Logframe Diagram ppt
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Appendix A: BICSN Project logframe diagram

Activities

1 With target Black enterprnses

2 With technical assistance
providers

3 With RSA corporations and
government entities

4 With financial institutions
5 With business assoctations

6 With business development
associations

7 Fund & conduct studies

8 Develop databases

9 Monitor & evaluate performance
10 Obtatn advice from PRG

11 Coordinate project activities

12 Represent project & repott on
progress needs & problems

Outputs

1 High-potentiai BEs possess
the managenal accounting,
marketing technical and financial
know-how to compete
successfully in the mainstream
economy

Project purpose

2 Increased project- brokered
business opportunities open to
target BEs through contracts
acquisttions franchising, & joint-
ventures

Assist a core of high-
potential BEs achieve
accelerated growth,
linkages with large
enterprise sector and
function as models for
other BEs

Project goal

Achieve a more
equitable Black
participation In the
South African
economy

3 improved access to
commercial debt & equity capital
finance for target BEs

4 Facilitate a more conducive
business environment for BEs by
working with RSA corporations
and public sector
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BICSN PROJECT
LOGICAL FRAMEWORK

LEVEL ONE GOAL

OBJECTIVES INDICATORS SOURCES OF ASSUMPTIONS
INFORMATION
1 More equitable black 1 Black ownership In mainstream economy % of businesses with black majority ownersh|1 SBDC economic |1 No breakdown in the negotiation process
participation in SA economy research
(as owners managers and/or Type of Business Number % In % In 2 Government which emerges from elections
employees) In 1993 1993 1996 1s supportive of private enerprise
3 Instability and violence are contained
Holding companies 85 0 00% 0 00%
Listed companies 655 0 30% 0 00% 4 Economy continues to grow
Regular unlisted companies 175 000 1 50% 0 00%
Close corporations 240 000 (<10 00% 0 00%
Sole propnetors & partnetships 430 000 |<20 00% 0 00%
Informal sector 2 500 000 {<80 00% 0 00%

{9

/il



G I G A 0 B N S A B B S B AE B B h B B B .
BICSN PROJECT
LOGICAL FRAMEWORK

LEVEL TWO PURPOSE

OBJECTIVES INDICATORS SOURCES OF ASSUMPTIONS
INFORMATION
1 A core of high potential black 1 Hgh potential black businesses 1 BICSN s 1 There exist owners of high potential black
businesses achieve accelerated the following numbers of BICSN assisted businesses apply new technologies compete performance based firms who are interested in expansion
growth are linked to the SA In mainstream economy are connected with modern SA or US economic organizations tracking systems
or US large enterprise sector and function as role models (PBTS} client files |2 High potential firms are interested in
and function as models for working with BICSN ({THIS IS BICSN s
other black firms 2 For control KEY ASSUMPTION)
Sep 93 Sep 84 Sep 85 Sep 96 mational statistics
At end of project businesses of sector industry |3 There exist corporations interested in
assisted by BICSN show Number 5 9 9 8 & regional trends subcontracting joint venturing licensing
the following characterstics franchising etc arrangements with the
BICSN assisted enterprises
* Apply non traditional business 1 2 Greater market access
technologies such as franchises turnover of target businesses grows as identified below in milions of Rands 4 There exist sources of capital interested in
joint ventures hcenses LBOsin investing in high potential black firms
many cases as well as traditional
structures such as free standing Sep 93 Sep 94 Sep 95 Sep 86 5 Assisted businesses do not become
businesses and subcontracts dependent on BICSN and are able to
Value 1848 | 154 412 | 161 396 | 168 380 continue growing after the project 1s over
*Compete in the mainstream
economy without subsidized 6 Other black businesses are able to replicate
technical assistance 1 3 Growth of net equity of target businesses in milhions of Rands without subsidized technical assistance
. what successful black businesses achieve
Function as role models to other with BICSN technical assistance 1 e the
black businesses Sep 93 Sep 94 Sep 95 Sep 96 interventions have a positive B/C ratio at
market costs of technical assistance
*Have linkages to US companies Value
South African coorporations or 7 Eventual failure of some of the businesses
South African Government entities assisted by BICSN does not discredit BICSN
*Are rephcable by other black 1 4 Improved profitability of target enterprises
businesses In the same sector ot {percent of profitability growth)

use the same business technology|

This purpose statement signifies Sep 93 Sep 94 Sep 95 Sep 96
that BICSN focuses on businesses
rather than on transactions and Percent 133 18%

on activities which have a trail
blazing role for black South
Afncan firms The number of 1 5 Improved target enterprise management capacity
deals completed and of business Target businesses have

people given cursory traimng are
side effects to the central purpose (1) business plans

of achieving a permanent change (2) computerized cost accounting systems
in the performance of leading {3} production budgeting

@ black enterprises (4) marketing plans




BICSN PROJECT
LOGICAL FRAMEWORK

LEVEL TWO PURPOSE

OBJECTIVES INDICATORS SOURCES OF ASSUMPTIONS
INFORMATION

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

Sep 93 Sep 94 Sep 95 Sep 96

Number

1 6 Increased access to finance
Total bank credit to target enterpnises i milllons of Rands

Sep 93 Sep 94 Sep 95 Sep 96

Value

1 7 Increased long term sustainability of target enterprises

(1) bankable assets of firm and of firm owners

(2) depth of management team and delegation of responsibilities

(3) use of management systems installed by technical assistance advisors
{4) number of key chients

Description Sep 23 Sep 94 Sep 95 Sep 96
Assets
Delegation
Management Systems Used
Key Chents

1 8 Role model effect of target enterprises
nummber of articles about target firms in general and in the black business press

Sep 93 Sep 94 Sep 95 Sep 96

Number

; 1 8 Linkages with South African and/or American large enterprise sector
number of South African or US corporations in South Africa or SAG entities which




BICSN PROJECT
LOGICAL FRAMEWORK

LEVEL TWO PURPOSE

OBJECTIVES INDICATORS SOURCES OF ASSUMPTIONS
INFORMATION

a establish an SBU or name a "champion™ for working with black enterprises
b analyze their business to determine which activities can be contracted out
¢ establish targets for contracting with black enterpnises and report on those targets

Sep 93 Sep 24 Sep 95 Sep 96

Number of Corporations
Value of Contracts with Black Firms




BICSN PROJECT
LOGICAL FRAMEWORK

LEVEL THREE OUTPUTS

OBJECTIVES

INDICATORS

SOURCES OF
INFORMATION

ASSUMPTIONS

1 High potential black firms
possess the managenial
accounting marketing
technical and financial know
how necessary to compete
successfully in the mainstream
economy

The target enterprises assisted by
BICSN share the following
characteristics

*Are established businesses which
includes changing the OWNERSHI
of an existing business through a
leveraged buy out

*Have a demonstrated ability for
growth and market penetration

*Have a certain minimum turnover
of around R 45 000 per month

*Are situated In a market sector
where there 1s growth potential
preferably in a non traditional
sector for black business

*Have significant black ownership
and management

*Management has a certain level of]
expertise

These cniteria signify that small
businesses and ideas to start
up businesses are not BICSN s
target audience

{An exception is assisting
established black business people
to start a new venture such as
acquiring an IMA or black
management leveraged buy out

of a part of a corporation

1 Direct intervention
Target businesses obtain a full range of technical assistance services through BICSN
including as necessary

*Diagnosis

*ldentification of opportunities

*Feasibility studies

*Introduction to new forms of doing business
*Strategic plan

*Business plan

*Proposals to sources of financing

*Management training

*|dentification of joint venture partners franchisors etc
*Market research especially for International Master Franchise Afreements
* Accounting systems

*J S connections

*Improved production processes

*Asset valuations

*Due diligence reviews

—_

constraints such as accounting market research product planning etc

Enterprises that benefit from the preliminary package of interventions on the most critical

Sep 93 Sep 94 Sep 95 Sep 96

Number 2 3 3 2

1 Enterprnises that benefit from the comprehensive package of interventions which means|
that all management aspects are brought up to or above current sector standards

Sep 93 Sep 94 Sep 95 Sep 96

Number 3 4 4 4

1 PBTS and TAF
client databases

Confidence in the business community
about the success of the type of ventures
promoted by BICSN

There 1s a sufficient number of high potential
black businesses & they can be identified

BICSN 1s able to overcome current negative
perceptions reposttion itself in the market
and convince such high potential
businesses to enter its program

In particular enough business people with
the required profile agree to be the first to
accept BICSN technical assistance

Assisted businesses are willing to cooperate
and to share financial information

BICSN can maintain the interest of assisted
businesses long enough to achieve results

BICSN 1s not subjected to inadmissible

pressures for focussing on established high
potential black entrepreneurs such as charged
of assisting those who are already well off




G G G S S S S T AE B D R G n T S & R Ew e e
BICSN PROJECT
LOGICAL FRAMEWORK

LEVEL THREE OUTPUTS

OBJECTIVES INDICATORS SOURCES OF ASSUMPTIONS
INFORMATION
2 Opening of opportunities for 2 Number of contracts for joint ventures licenses franchises IMAs agreements with US firj 2 PBTS and TAF 2 There exist a sufficient number of South Africal
target enterprises technology transfers and/or leveraged buy outs entered into by target enterprises client databases corporations American corporations and
Contracts joint ventures licenses South African Government entities interested
franchises IMAs agreements with in having subcoontracting joint venturing
US firms technology transfers Sep 93 Sep 94 Sep 95 Sep 96 licensing franchising technology transfer or
and/or leveraged buy outs spin off relationships with black firms
facilitated for target firms South African corporations 6 1 Opportunity gaps exist
US corporations
Other
3 Access to finance facilitated for 3 Value of financing facilitated by BICSN for target enterprises in millions of Rands 3 PBTS database 3 A sufficient number of sources of loan and
target enterprises equity capital are willing to loan/invest in black
firms

Sep 93 Sep 94 Sep 95 Sep 96

Value
4 Creation of an enabling
environment
4 Corporations have necessary 4 Number of corporation purchasing deparments or SBUs which 4 SBU (Satellite 4 A sufficient number of corporations i1s
know how for contracting with Black Undertakings) interested In contracting with black suppliers
black firms {1) obtamn manual of procedures for contracting with black suppliers database
{2) are introduced to BICSN s target enterpnises 4 Successor corporations do not reverse policy
(3) are introduced to entrepreneur databases maintained by organizations such as NEI & NjC of supporting black subcontracting inttiated
(4) enter relationships with business development organizations such as |[ESC and USSALEP by mother corporations during the process of
to mentor their black suppliers if necessary "unbundhing”
Sep 93 Sep 84 Sep 95 Sep 96
Number
4 South African Government 4 Number of purchasing departments of South African Government organizations such as 4 SBU database 4 South Afnican purchasing organizations are
purchasing organizations have ESKOM TRANSNET and SADF that are able to apply procedures for procurement from willing to do more contracting with black
know how for contracting with black firms or have black set aside programs suppliers

Sep 93 Sep 94 Sep 95 Sep 96

(aﬁb Number




G G &GN O E N S U En Gk N D B n T D E D e am e
BICSN PROJECT
LOGICAL FRAMEWORK

LEVEL FOUR ACTIVITIES

OBJECTIVES INDICATORS SOURCES OF ASSUMPTIONS
INFORMATION
1 Direct BICSN activities with 1 A sufficient number of black enterprises
enterprises meeting BICSN criteria are interested in

working with BICSN

1 Establish selection critena 1 Selection critera for BICSN clients established AUG 93 1 BICSN files
1 Market BICSN services to target | 1 Contacts with potential BICSN clients through independent networking and through gro | 1 MAXIMIZER contagt
group such as NIC NEI and Job Creation database

1 Provide on the Job training for 1 Number of managers trained on the the job and duration of training 1 MAXIMIZER & PBTS
enterprise management

-
-l

1 Introduce enterprises to financing Number of referrals to financing institutions and number of financing transactions conal MAXIMIZER & PBTS

sources

Y

1 Conduct workshops and seminars Workshops for CEOs/finance managers of target firms on subjects such as
(1) capital raising

(2) capital structure

(3) legal structure

(4) tax aspects

{5) planning

{6) personnel management

* Workshops for potential black franchisees
* Annual IFA conference

$ Workshops to discuss resulis of studies
& Workshops to disseminate experiences of BICSN assisted businesses to other black firms

2 BICSN activities with technical 2 Specify contents of each technical assistance product through the standard terms of reff 2 BICSN TAF tender | 2 BICSN 1s able to find consultants who can

assistance sources terms of reference deliver the required technical assistance at
and TAF files satisfactory quality
2 Pre qualify technical assistance providers 2 Bud submissions 2 Consultants have credibihty with the high
and evaluations potential black firms
2 Implement technical assistance contracts 2 PBTS and TAF fileg
2 Monitor and evaluate technical assistance contracts 2 PBTS and TAF
databases
3 BICSN activities with corporations| 3 Define cnitena for working with corporations and South African Government entities 3 BICSN files 3 A suffictent number of corporations and Sout
and South African Government Afncan Government entities are interested In
fo)x) entities working with BICSN
e



SEE BN D Ak A AN OE B AN B SN S B A D B A G B e e
BICSN PROJECT
LOGICAL FRAMEWORK

LEVEL FOUR ACTIVITIES

OBJECTIVES INDICATORS SOURCES OF ASSUMPTIONS
INFORMATION
3 Operational guidance for establishing procurement programs including a manual on 3 Manuals/conference
subcontracting to black firms materials
3 Individual contacts with corporate top and middle managemment 3 MAXIMIZER

3 Group contacts with corporate management such as Chamber of Commerce breakfasts | 3 MAXIMIZER
for selected audiences to promote BICSN and subcontracting to black businesses

3 RSA/USA workshops on models of procurement from black busingsses 3 MAXIMIZER

3 Workshop for South African Government organizations on US government practices of | 3 MAXIMIZER
affirmative action and set aside procurements

4 BICSN activities with financing 4 Generate contacts with South African and eventually with US and other sources of eq| 4 MAXIMIZER 4 A suffictent number of financing sources are
sources capital and credit interested in working with BICSN
4 Present financeable projects of BICSN client firms and facilitate negotiations 4 PBTS database
5 BICSN activities with business 5 lse FASA to identify South African franchisors suitable for black franchisees 5 MAXIMIZER
associations such as FASA ABASA
ABASA SACOB AMCHAM and |5 Use ABASA to market BICSN and advertise successful case studies 5 MAXIMIZER
5 Use SACOB as a venue for workshops and for selling to corporations the idea of 5 MAXIMIZER
subcontracting to black firms
5 Use AMCHAM to dentify target corporations 5 MAXIMIZER
5 Use NIC and NAFCOC to market BICSN and identify BICSN chents 5 MAXIMIZER
6 BICSN activities with business 6 Sign memoranda of uunderstanding with organizations such as NEI and IESC regarding | 6 BICSN files 6 Business development organizations are willin
development organizations such as  their activities with BICSN to cooperate with BICSN and able to deliver
NE! NIC and IESC the required services
5 Identify thetr high potential chents and start providing them with BICSN assistance & TAF database

& Use NEI for matchmaking BICSN identifies corporate opportunities and NEl identifies t| 5 TAF database

entrepreneurs
6 Use IESC for matchmaking and for mentoring BICSN clients 6 TAF database
6 Use Job Creation to identify BICSN clients 6 TAF database

6 Assist a business development organization to build a database of black entrepreneurs | 6 TAF database
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BICSN PROJECT
LOGICAL FRAMEWORK

LEVEL FOUR ACTIVITIES

OBJECTIVES

INDICATORS

SOURCES OF
INFORMATION

ASSUMPTIONS

7 Conduct studies on subjects of
interest to target entrepreneurs
and present results in workshops

8 Develop databases

9 Monitor & evaluate performance

10Maintain Policy Reference Group

11 Coordinate BICSN activities

7 Contracts for studies on subjects such as

*charctenistics and practices of successful black entrepreneurs
*South African needs for US frnachisors
*Black firms need for business services

7 Arrange workshops with relevant audiences to disseminate results of studies

8 Database of entrepreneurs

8 Database of technical assistance providers

8 Database of franchisors

8 Database of corporations

8 Database of capital sources

9 Establish computenzed systems to monitor

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

9 Evaluate enterprises technical assistance providers franchisors and corporations throu

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

10PRG meets quarterly to advise on policy Issues

11 Functioning coordination with

* All BICSN project programs
*Target enterprises
*Technical assistance sources
*Corporations

*Financing sources
*USAID/South Africa

7 TAF database

7 MAXIMIZER

8 BICSN databases

9 PBTS & quarterly
progress reports

9 PBTS & TAF files

10PRG meeting minu

11BICSN files and
databases

7 There are organizations qualified to conduct
the studies

8 Entrepreneurs corporations and other
organizations provide timely and reliable
information

10PRG interest in BICSN can be rekindled

10PRG has the nght membership mix and
especially enough business people

11 The organizations involved in BICSN
activities are willing to coordinate
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BICSN PROJECT
LOGICAL FRAMEWORK

LEVEL FIVE INPUTS

OBJECTIVES INDICATORS SOURCES OF ASSUMPTIONS
INFORMATION
1 BICSN staff 1 Life of project staff 1 BICSN personnel 1 It1s possible to recruit staff with the required
files qualifications

Chief Operating Officer

Vice President Corporate Affairs
Corporate Procurement Specialist

OPIC Coordinator

Vice President Growth Mergers & Acquisitions
General Manager Corporate Finance
Manager Business Development

Vice President Franchising and Licensing
2 Franchise Specialists

Monitoring & Management Specialist
Technical Writer

Computer Systems Specialist

Office Manager/Accountant
Management interns

Administrative Staff

2 BICSN contract budget 2 BICSN budget 2 USAID approves the new positions & increas
monitor & TAF & BICSN funding accordingly
OPIC budget
monitors




APPENDIX C TERMS OF REFERENCE FOR THE
EVALUATION

Introduction

These Terms of Reference are 1ssued to organize and manage a process of evaluation
of the Black Integrated Commercial Support Network (BICSN), a private sector development
project funded by the Agency for International Development (USAID) under Contract No
674-0303-C-00-1064-00, with Chemonics International Inc as the mamn implementing
Contractor

In addition to this Introduction, the terms of reference of the assignment provide

a summary background of the project,
an overview of the project components,
the purpose and objectives of the evaluation,
the destred composition and qualifications of the evaluation team,
a set of indicative tasks to be performed by the evaluation team,
a summary of expected deliverables,
a summary of the estimated level of effort,
a projected schedule,
logistics and support to be provided to the evaluation team,
0 a selected list of documents relevant to the evaluation

— A0 00 NN R W N

The assignment involves work to be performed in Washington, DC, and 1n the
Republic of South Africa, the BICSN Project site, during February and March 1996 The
evaluation team will work under the supervision of the Chief of the Private Sector Division of
USAID/South Africa, or his designate, and co-ordinate its work closely with relevant
USAID/W officers, and the Contractor staff assigned to the project (both n Washington, DC,
and 1n Johannesburg, South Afiica)

Background of the Project

BICSN was designed to “assist a core of high-potential black enterprises (BEs) achieve
accelerated growth, linkages with the large enterprise sector, and function as models for other
BEs ” The basic project design included a Techmcal Assistance Fund (TAF), administered by
the Contractor, to provide access to technical expertise and make 1t available to BEs
The “life-cycle” of the project has gone through three distinct stages an initial implementation
phase, a re-structured phase, and an mstitutionalization phase This section provides a brief
synopsts of these phases as a background

After a series of protests and stop-work orders, full implementation of the project
began mn South Africa in April 1992 with the fielding of the Contractor's team The first
annual work plan, covering the period ending March 31, 1993, was written shortly thereafter
and approved by USAID The second annual work plan was drafted in April 1993 covering
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the year ending March 31, 1994 USAID did not approve this second work plan Rather, 1t
asked that the document be withdrawn while the design of the BICSN project and 1ts
implementation experience were re-evaluated

The Contractor intiated a reformulation of the BICSN strategy which focused on

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

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

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

o the unifying concept of BICSN as an "opportunity broker" for its chents,

o the need to seek for project interventions with high leverage or gear-ratio in order to
achieve a ugh-multipler for the technical assistance rendered and improve margins on the
ratio of transaction value over admunistrative costs,

e 2 90-day mterim plan of high programmatic visibility (the U S Corporate Procurement,
pro bono Mission was designed then) and the strengthening of internal accounting and
management controls, particularly in view of the absconding of funds which occurred
during the last quarter of 1992 and first quarter of 1993 under the previous field project
management, and

o additional exploration of alternative project management structures, along a strong
"product line" that would highlight the role of BICSN as a "front window" of a bank, as
advised and recommended by the PRG

After the formal resignation of the former Chief of Party, USAID approval of the new
field project director as Chief Operating Officer (COO) and arrival of the COO m South
Africa, USAID requested the Contractor to conduct a thorough reviston of the original project
design and implementation experience n order to assess whether the contract objectives and
project purpose were achievable USAID and the Contractor, through its BICSN field team
and with the assistance of external independent consultants, conducted a series of workshops
beginnming 1n mid-August 1993 to re-visit the original project design and prepare a project
logframe--AID's standard project design methodology

The consulting team reviewed the design and implementation experience of BICSN
and wrote the project logframe for the project The workshops explored intensively the
drverse elements of a project logframe the project goal, project purpose, project assumptions,
project and contract objectives, project targets, means of verification, and observable
indicators of achievement In addition to writing the project logframe, the consulting team
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arrived at the following main conclusions

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

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

o properly directed, the project could achieve its purpose and contractual targets,

e the project needed to keep a sharp programmatic focus on assisting 1its core of high-
potential Black enterprise clients (BEs) become viable competitors i the mainstream
economy, not on transactions,

o all activities of the project, such as tramning, action research, fora, etc , needed to be
responsive to this programmatic focus or project purpose,

e BICSN should concentrate its acttvities and technical assistance in areas complementary to
those of existing advocacy groups by providing access, for example, to U S technologies
and organizational know-how,

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

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

o some forms of technical assistance to BEs should be codified into standard, modular
"packages", and

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

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

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

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

The re-examunation of the project design resulted in the project's first logical
framework Consistent with BICSN's onigimal design, the logframe called for BICSN to target
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a small number of leading black-owned firms capable of competing i 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 transacttons  The number of deals
completed  are side effects to the central purpose of achieving a permanent change 1n the
performance of leading black enterprises "

Access to US business know-how was identified as BICSN's comparative advantage,
makimg US know-how available to South African businesses was cited as its distinctive
contribution

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

A chent focus provided 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 Franchising The program
managers (BICSN's vice presidents) were the chent's “relationship managers,”
responsible for pulling together BICSN resources, wherever they resided, for the
benefit of the client

The earlier project management organization, by contrast, mixed line and staff
functions The Technical Assistance Fund (TAF), for example, was given separate
orgamizational identity, even though 1ts role was to support line programs This made
it difficult to provide seamless service to clients as the program managers had difficulty
placing TAF services at the clients' disposal

Access to US business know-how The restructured project would more easily bring
American experience and know-how to chients Two of the three hne divistons would
have a senior expatriate member with extensive US business experience Each would
have links with leading associations and firms 1n the United States

Capability of more sustained, more technical interventions The logframe called
for concentration on a hmited 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 1f the goal had simply been achieving a certain number of transactions The
proposed restructuring called for a substantial upgrading of personnel so that project
staff would be capable of providing the sustained, technical interventions required

The mission statement of the project was re-defined as follows BICSN will

contribute to a more equitable participation of blacks in the South African economy as
owners, managers, and employees of healthy and competitive private-sector firms

The objectives of BICSN were o help a core of high-potential black businesses to

achieve accelerated growth and to compete in the mainstream South African economy In so
doing, these firms will function as models for other black firms
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The strategy was to

o promote interventions to link high-potential black firms to the large-enterprise sector of
the South African economy,

o bring the expertise and the economic weight of lar ge corporations to bear on the growth
of black South African firms,

e promote American business models and know-how and make these available to South
African black firms in an effort to sharpen their competitive advantages

The means of implementation clustered around five areas

e Directing a greater share of the procurement by South Africa's major corporations to
black-owned supplers, making available the techmques forged for this purpose by US
corporations,

e Creating opportunities for black companies to enter partnerships and joint ventures
with US firms engaged in trade or direct investment in South Afiica,

o Acqusition of equity ownership through unbundhng and restructuring of South
Africa's large enterprises,

o Increasing the flow of commercial credit to black firms,

¢ Opening franchising opportuntties to black entrepreneurs through development of local
franchises and encouragement of US franchusers to explore the South African market

Project Components
After the re-structuring, BICSN operated along three main divisions

e Corporate Procurement,
e Growth, Mergers and Acquisition, and
e Franchising and Licensing

Managers 1n charge of the divisions accessed TAF resources as needed to serve their
clients The mussion, objectives, strategies, and means of implementation of each division are
summarized below

Corporate Procurement

Mission To promote the growth and competitiveness of BEs (BICSN client firms)
through the establishment of successful supplier relationships with South African private and
public corporations

Objectives
1 Assist BEs in becoming rehiable, competitive, quality supphers of products and services
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to South African corporations

2 Assist in the development and strengthening of procurement programs from
disadvantaged businesses among South African corporations

3 Disseminate through the business environment the information, 'tools' and 'know-how'
to induce successful, long-term, relations between vendors and disadvantaged
businesses
Strategy

1 Work with South African corporations, service providers, and advocacy groups in the

achievement of these objectives, seeking to add value and reduce transaction costs 1n
the process

2 Provide access to the U S experience and 'lessons learned' on procurement from
disadvantaged supphers

Means of Implementation
1 Technical assistance provided to BEs by BICSN through Technical Assistance Fund
(TAF) engagements of consultants, as agreed upon and required by BICSN and the
BE

2 Preparation and dissemmnation of manuals and workshop training materials on
procurement for vendors and suppliers, business plan manuals and skills for BEs

3 Targeted semunars, fora, and workshops offered through BICSN to client enterprises,
corporate executives, and advocacy groups on procurement from disadvantaged
supphers to define problem areas, seek solutions, diffuse information, and provide
skills

4 U S corporate internship program on procurement from disadvantaged supplers
offered to South African executives managing procurement from small firms within
thewr corporations

5 Standard techmcal assistance packages on procurement targeted to vendors and
supplers

6 Close working relationships with a few corporations to develop and implement a "pull
strategy "

Growth, Mergers and Acquisitions

Mission To promote the development and competitiveness of Black mamstream
enterprises through equity ownership and joint ventures and, by drawing on appropriate U S
models and expertence, to improve access of BEs to commercial bank credit
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3

Objectives
To promote growth of BEs through the provision of technical assistance to develop
and carry out financial plans that are 'bankable’

To foster competitiveness of BEs through linkages with mainstream enterprises with
advantages 1n product, process, and management skills

To develop Black majority equity and Black management skills in mamstream
enterprises through selected corporate acquisitions

To assist high potential, selected Black consulting firms in developing skalls 1n financial
and legal structuring of mergers and acquisitions transactions

To support loan guarantee schemes, cash flow-based lending, and working capital
lending offered on a commercial basis by assisting 1n loan pre-qualification and
monttoring of BICSN client enterprises

To expose selected, progressive South African bankers to current U S banking
practices 1 lending to disadvantaged businesses

Strategy

Develop working relationships with commercial lending nstitutions and programs,
including loan-guarantee schemes, and assist i loan pre-quahfication and loan
momitoring

Develop working relationships with mainstream corporations willing to partictpate in
jomt ventures

Develop linkages with IESC, USSALEP and other donors' programs designed to
provide management and industry-specific technical skalls

Recover transaction costs of mergers and acquisitions through the operation of TAF as
a revolving loan fund

Involve Black consulting and legal firms, teaming them up with mainstream firms as
needed

Means of Implementation

Technical assistance provided to BEs by BICSN through Techmical Assistance Fund
(TAF) engagements of consultants, as agreed upon and required by BICSN and the
BE

Workshops for BEs, carried out jomtly with lending mstitutions and programs, on
financial requirements for loan applications

Preparation and dissemination of sample templates and models of agreements,
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4 Conferences, senunars, and case study workshops, organized jomntly with mainstream
firms, on joint ventures and acquisttions targeted to Black consulting firms and/or BEs

5 Corporate mternship programs, sponsored by other agencies and with which BICSN
has developed relationships, for the Black management of newly acquired BEs to
acquire industry-spectfic knowledge and skalls

6 BICSN participation in loan guarantee schemes and cash flow-based lending programs

7 Corporate internships and programs on U S banking practices on lending to
disadvantaged businesses

Franchising and Licensing

Mission To promote the development and competitiveness of Black mainstream
enterprises (BEs) through franchising and licensing

Objectives

To develop BEs as mainstream franchisers in the South African market through the
o systems development or 'engineering’ of new franchise operations,

e the 'conversion' of current black businesses into franchise operations,

e the acqusitton and support of international master franchise agreements

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

3 To assist Black consulting and legal firms in developing skills and expertise n
franchising

4 To support programs and activities promoting entry of BEs as franchisees
Strategy

1 Leverage technical assistance through franchise systems development, conversions of

existing BEs into franchise formats, and international master agreements to reach a
large number of viable BEs, offering employment and equity opportumties

2 Promote entry and development of BEs and black entrepreneurs mto franchising and
licensing by developing working relationships with selected U S and South African
franchisers, trade orgamzations, and licensors

3 Recover full transaction costs of franchise development (engineering and conversions)
and licensing through the operations of the TAF as a revolving loan fund

4 Reduce transaction costs of franchise development through the use of short-term
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student mternships

5 Promote affirmative action plans and policies among +ASA and RSA franchisers
through exposure to U S associations' programs

Means of Implementation
1 '"Manualization' of trading, systems, and procedures for franchise operations
2 Technical assistance on franchise and license development (feasibility, marketing,

business plans, legal agreements, financial structuring, efc ) provided to BEs and
prospective BEs through the Techmical Assistance Fund (TAF) engagements of
consultants, as agreed upon and required by BICSN and the BE

3 Preparation and dissemination of sample templates and models of hcense and franchise
agreements, manuals, busmess plans, financial structuring, and similar documents

4 Skills-based workshops for BEs, prospective Black franchisers, franchisees or
licensees, carried out jomntly with franchisers, trade groups, or lending mstitutions and
programs, using sample documents described 1n #1 and #2, above

5 'Syndicated', largely self-sustained conferences, seminars, and fora to demonstrate
licensing and franchising and disseminate information

6 Agreements with universities and similar mstitutions admimstering student internship
programs

The Technical Assistance Fund (TAF)

Although the TAF was not a separate division, its mission, objectives, strategy, and
means of implementations were also defined as follows

Mission To mcrease the competitiveness of Black enterprises by providing them with
access to specialized techmcal expertise

Objectives

1 Develop BEs capabilities in key functional areas such as formulation and
implementation of business plans, marketing, accounting, and management control
systems

2 Engage consulting firms capable of delivering quality and cost-effective services to
BEs 1n a timely fashion

3 Provide Black consulting firms with the access to 'know-how' and technologies to
improve theirr competitiveness n the consulting services market

4 Leverage resources by managing the TAF along commercial, market-driven lines while
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preserving 1ts developmental nature

Strategy
1 Deliver itensive technical assistance to a 'core' set of BEs through repeated TAF
consulting engagements

2 Invest in skills-based, replicable tramning materials to provide, inter alia, models for
business and marketing plans, corporate capability and financial statements, and loan
application documents

3 Develop linkages with, support, and assist local Black consulting firms with the
potential to deliver quality and cost-effective services to BEs in the Transvaal, Cape
and Natal regions

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

2 Adapt and/or develop and dissemmate through workshops standard, modular, 'hands-
on', skills-based, replicable business tramming packages and materals suitable for BEs

3 Implement TAF resource-leverage and cost-recovery of its direct contract
engagements (contracts assisting or directly benefiting a BE) through
e aflexible chient co-payment scheme for TAF external, out-of-pocket expenses,
e arevolving loan fund for full recovery of out-of-pocket expenses on mergers,
acqusitions, franchise converstons and development,

4 Develop task-order system for consulting services with pre-qualified firms and through
agreements with other advocates' programs .
From the last Contract Amendment onwards, BICSN entered 1ts institutionalization
phase Project work m the franchising component fimshed, as scheduled, n June 1995 The
corporate procurement program ended 1ts activities in August 1995 and the M&A component,
since January 1996 directly under the management of the Chuef Operating Officer 1s working
on selected pending transactions

Through the remainder of the anticipated end of the contract, 30 September 1996, the
two remaing professional staff will concentrate on

e assisting the National Industrial Chamber (NIC), as the successor BICSN entity in the
procurement program, in the start-up and implementation of 1ts program,

e designing and attempting to start up a private equity fund to asstst black entrepreneurs in
gaming equity positions in mainstream firms,

¢ designing commercially-viable successor entities to assist black entrepreneurs gamn equity
and management experience in mamnlne busmesses,
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e effecting an orderly close down of the project

Purpose and objectives of the evaluation

The purpose of this evaluation is to perform an impact assessment of BICSN 1n terms
of the revised project logframe achievement of the project purpose, the suitability of delivered
project outputs, and adequacy and efficiency of mputs Specific objectives to be fulfilled are

1 Examme the adequacy of the project design 1n relationship to the business and social
environment 1 South Africa 1n order to summarize the ‘lessons learned’ and provide
recommendations for possible future private sector development project designs,

2 Examine the implementation strategies developed by the Contractor and their effectiveness
and suttability to the environment,

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

Team composition and qualifications

It 1s anticipated that to obtan the mux of talents and skills to carry out the terms of
reference of this assignment within the proposed schedule, the team will require three persons
from the U § and one team member based m South Africa

In addition to covering at least one of the substantive areas of evaluation, the Team
Leader will have ample experience in the successful performance of similar assignments He
or she shall be responsible for coordmating team members’ efforts to achieve the timeliness
and quality of the deliverables specified herem

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

o documented experience 1n project monitoring and evaluation, impact assessment, and
logframe methodology, with special emphasis in private sector development,

e documented professional experience in the franchising industry as a franchise developer,
franchise company manager, or consulting services provider to private sector franchise
systems,

e documented experience i any or several of the following areas merchant banking,
mvestment banking, mergers and acquisitions, financial structuring, or venture capital,

e private sector experience in any of the following areas subcontracting, corporate
procurement, corporate re-structuring, re-engineering of supply chains, etc
knowledge of the business environment in South Africa,
ability to conceptualize and excellent written and verbal commumcation skulls

Indicative tasks

The evaluation team shall perform the following mdicative tasks
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Task 1 Documentary review and briefings
Prior to their departure to South Africa, the U S -based evaluation team consultants
shall

¢ perform a review of project documents and materials available at the contractor’s office
Washington, DC,

e obtain briefings from contractor and subcontractor personnel involved n the project,

e conduct selected mterviews with individuals who have been involved with BICSN from
U S -based organizations and corporations

The objectives of this task are for the team to become as familiar as possible with the
project and to elicit and incorporate input from the contractor The estimated level of effort
for thus task 1s 3 work days

Task 2 USAID/SA brefing and input into the evaluation process

Upon arrival in South Africa, the U S -based team shall meet their South African
counterpart team member, obtain briefings from the USAID Private Sector Chief and the
BICSN Chief Operating Officer, and finalize the work schedule of the assignment The team
shall

o finalize the Terms of Reference of the assignment, as necessary,

e develop and submut a framework for the evaluation, including a set of proposed impact
assessment indicators surtable for the project and the environment i South Africa (such
framework should be responsive to the project logframe and be supported by clear,
effective and efficient methodologies to evaluate the project activities and outputs 1n
achieving the project purpose),
develop and submit a detailed draft outline of the evaluation report,
develop and submut a proposed work plan for the assignment, which shall include a list of
prospective informants and/or interviewees, travel plans (if necessary), proposed dates for
mterim progress reports submussions, and date of presentation to USAID/SA of the draft
evaluation report

e participate m a roundtable discussion on BICSN with the contracting officer, the
Cheef/Private Sector Office, the REDSO/Private Sector Officer, and the relevant Program
Officer

USAID/SA will provide input to the team and, through the BICSN Project staff,
supply assistance and logistical support The team will have office space, secretanal and
logsstical assistance provided by the Contractor at the BICSN Project offices The
deliverables of this task are

e the detailed outline of the evaluation report which shall contain the framework for the
evaluation, the impact indicators proposed, and the methodology to be used,

e a proposed work plan for the assignment, satisfactory to the requirements specified above

The estimated level of effort to complete ths task 1s 4 work days
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Task 3 Data collection interviews, documentary analysis, ‘focus groups, ” etc.

The team shall implement 1ts proposed evaluation methodologtes, and collect the
information necessary for impact assessment It 1s expected that the team shall, at a mimmum,
conduct structured interviews with BICSN current and past client firms, project and client
technical assistant suppliers (consultants), representatives of business organizations and
financial nstitutions familiar 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 examme and analyze information contained in the BICSN client
databases, progress reports, sample BICSN technical assistance contracts, program/tramng
manuals, and the project training database to obtain additional information and quantitative
indicators of operations and impact

Estimated level of effort of this task 1s 10 work days
Task 4 Interim progress reports

During 1ts field work in South Africa, the evaluation team shall prepare and present to
the USAID Private Sector Chief, or hus designate, brief weekly reports on progress made,
preliminary impact findings, methodological, design, and implementation 1ssues that need
discussion

The deliverables of this task are the brief weekly progress reports submitted to
USAID/SA The estimated level of effort of this task 1s 2 work days

Task 5 Presentation and discussion of draft evaluation report to USAID/SA

The team shall prepare, produce, and distribute copies of their preliminary evaluation
report to USAID/SA and the Project team m advance of a presentation The evaluation team
shall present 1ts mam findings and recommendations to the Mission and incorporate comments
and feedback provided to the team, if needed, 1n the final version of the report

The deliverable of this task is the draft evaluation report submitted to USAID/SA
The estimated level of effort of this task 1s 3 work days

Task 6 Preparation of final report and presentation to USAID/SA, USAID/W, and
Contractor s home office staff

The evaluation team shall orgamize and deliver a presentation of their findings and
recommendations to relevant USAID/SA and USAID/W officers The major objective of the
presentation 1s to provide feedback to USAID/SA and USAID/W on ‘lessons learned’ from the
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BICSN project design and how to incorporate these in future designs for private sector
development projects

It 1s hughly destrable that, in addition to the written evaluation report, the team prepare
a summary “electronic shde presentation” using commercially available software

The deliverables of this task are

five copies of the final evaluation report submutted to USAID/SA,
five coptes of the report submutted to USAID/W,

electronic copy of the report in a standard commercially available word-processing
software,

o electronic copy of the “shide presentation ”

The estimated level of effort of this task 1s 4 work days The main contractor will be
directed by the Mission to provide additional copies of the report to USAID information
repositories, as well as provide additional copies to the Mission in South Africa

Summary of deliverables

The following 1s a summary of expected deliverables, their target audience and
location

Deliverable Target audience Location
1 Framework for impact assessment indicators USAIDAW & Chemonics  Washington, DC
2 Draft outhne of evaluation report USAID/SA Pretorra SA
3 Draft work plan for field work in South Africa USAID/SA Pretornia SA
4 Revised framework & evaluation report outline USAID/SA Pretonia SA
5 Revised and detailed work plan USAID/SA Pretona SA
6 Intenim progress repoits to USAID/SA USAID/SA Pretona SA
7 Draft evaluation report & presentation to USAID/SA USAID/SA Pretorta SA
8 Final evaluation report & presentation to USAID/SA USAID/SA Pretoria SA

The final version of the evaluation report shall be also delivered 1n electronic form
(HD, 3 5" diskettes), using a standard, commercially available word-processing package
Similarly, copies of “electronic shide” presentations shall also be made available

Summary of estimated level-of-effort

Exclustve of mternational travel time, a summary of the estimated total and per task
level of effort 1s as follows
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Evaluation Task Estimated work days Team members Person/days

Task 1 3 3 9

Task 2 4 4 16

Task 3 10 4 40

Task 4 2 4 8

Task 5 3 4 12

Task 6 4 4 16

Travel days 2 3 6
Totals 28 107

Projected schedule

The projected summary schedule of key activities to conduct the evaluation 1s as

follows

Key activity Begin date End date
Task 1 29-Feb-96 1-Mar-96
Travel to SA 1-Mar-96 2-Mar-96
Task 2 4-Mar-96 7-Mar-96
Task 3 8-Mar-96 19-Mar-96
Task 4 20-Mar-96 21-Mar-96
Task 5 22-Mar-96 25-Mar-96
Task 6 26-Mar-96 29-Mar-96
Travel to USA 30-Mar-96 30-Mar-96

Logistics and support

The contractor offices in Washington, DC, and 1n Johannesburg, SA, will provide
logsstical support traveling arrangements, office space, access to computer facilities,

introductions to parties, etc , as necessary

Selected list of relevant documents

These documents will be made available to the evaluation team by Chemonics prior to

therr Washington TDY
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BICSN Contract Scope of Work
Chemonics Proposal

Project Work Plans

Project Logframe

Project Progress Reports
Project Bibliography
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