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I. Introduction 

On May 20, 19S2, the Agency for Internazional .eveloomenz contracted with 
Jordan Baruch Associates to "assess strengths of "e.. !ncerna:.zna! Exec.-ive 
Service Corps (IESC), recommend where programs micnt be exoanded and 
what new programs they could effectively un;.rtake to support private 

enterprise development in developing countries." 

This report is the result of that contract.. Section II of r.e reoort r.-vLews 
what the IESC does and how it is organized, while Section IIl r!vie.vs IESC's 
sources of support and Section IV reviews some st.i;s: ca. measu.es 7, :_ost 
and benefit from the IESC program. In Section V 've revKe.v some of the 

shortcomings in the strategic and tactical use of :he IESC by AID and in 
:erms of our foreign policy aims in general. The shortcorn;.-s, however, are 
far more use than zheysignals for increased potential future are critiques of 

past relationships. 

In general, we have found the IESC to be an exciting, wor.<able, economical 
and woeiully underutilized American program for enhancing imageour 
abroad, spreading our way of life among developing nations and builain. d-ee 
friendships between important segments of those nations and representatives 

of the United States. 

The Caribbean field work for this study was performed by Dr. Albert 5.n!! in 
the period 6 june 19S2 through 19 June 1982 and covered intervi s: 

Panama, the Dominican Republic and Haiti. Extensive interviews -.%erealso 
held, by bo'h Dr. S-mnil and Dr. Baruch, at :.e New Yor'.< offices of IE: 
during the period from early June to ear!y July. 

SI
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P_..Auncticn an" Oranizatio'' 

.;t s customary to review the functicn and structure of an cranizat;On 

from the t,: do'.n, such a review v -ould be totally inappropriate in the ce 

of the lEsC. inceed the entire s r-ture of tha IESC exs:s for ca-'" ne 

purpose: :o out retired, skilled, care:,-.-.. sel.cczed executives in -. z fiec, 

matched to ac-ual orob!em s being experivnced by enterprises in deve.o ing 

countries. 

Statistics about the "average" IESC volun:eer are essential!y, meaningless. 

Imagine someone trying to describe the array of drugs av-ilable to :he 

mcdern t~.cvn that tihe a'verage drug is light gray, In t;,- of5y sa.ving rm 

a 3.6 grain i'l, etc. The value of o.-r, modern drugs and of the IEoC 

.e \izh which eac!,"volunteer is wkil s matched zo the prot-.!em at hand and 

the specific-:t' " e2c..:o that oroblem. 

We have, however, reviewed 102 randomly selected project face sheets to 

discover so,;,....in about the character~stIcs of these individuals. Most 

importantly, ":-e !ESC vo!unteers are mature. As of the beginnin, of this 

Year, cn!y 3Y..e under age 6. (born in !922 or later). On the other hand, 

.xy 2"% ',,,era over 31J. Not quite t';o out of thre of :ne r....n.ng 

volunteers (61% f :-.e tota were in :heir sixties, with about one of three in 

•-:,r sevnzes ( oi t"l total). The heaviest concentration of vo, u.z.eers 

L,; in the 65 t., 75-.e:zr rL.r.oe. 

They are generaily '.vell-educated. More than three out of four listed at least 

a baccalaureate degree. .:,mcng the 102 volunteers, there were 13 Masters 

Degrees and .g.,nz doctorates. 
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.- n assessment of foreign language capabilities is more difficult. Half (5) of 
-h-volunteers listed no foreign.language capabilities. But of those wvho Jid 

:here is no way of teli: ',hich cnes had bare social conversational ability 
(i.e. Fore:2n Service Level 1 or 2) versus those vho had sufficient language 

aDilitv .owork in (F.o.(enr i.nguaes Level 3, 4 or better). In.- 5erv ice 
any case, lanua---e - .....:" is v'rtuaiiy irrelevant. 5ecause executives are 
carefully matched a3.iitV match a client'sfor to needs, it is ,ir-ually 
. . to arch !angu-age as well - there simply, aren't enougn double 

matche s. 

An IESC executive may be a retired president or vice-president of a bank, the 
director for research of a heavy industry company, the controller of a major 
conglcnerate, the head of a successful agri-business firm, etc. The volunteer 
in most cases will be male but, since 1963, women have Dlayed increasingly 
important roles as -oun:eer executives. Indeed, more than one husband and 
wvife team have bIe-n fielded with striking success. 

The volunteer executive is sent into the field in response to a request from 
the management of some enterprise, generally set into contract form by 
negotiation with the country director. In the United States most enterprises 
are privately owned. In developing countries, however, enterprises may be 
publicly owned, may ave mixed public and private ownership or may be 
owned by a special entity such as a cooperative. Nonetheless, each is viewed 
as an enterprise -- an organization put together to use labor, material, 
capital and knowledge effactively the production of goods and services.= for 
Indeed, of the four, it is knowledge that really determines how effectively 
labor, capital and material inputs can be used. Vhen we talk about 
knowledge, we do not simply refer to what is commonly called "hard 
technology". The knowledge may be engineering, cost accounting, people 
management, inventory control or the thousand and one kinds of both general 
and specialized knoledge necessary for the effective transformation of 
work, material and tools into goods and services that people need and will 

use. 



4
 

Supplementing the indigenous supply of knowledge. exandin-g the abiliy of 
.he local people to secure and use additional knowledge -'.d tailoring that 
knowledge to the needs of the local communitY is the ta o-' t'e volunteer 
execu: ive. 

Because the ofnature the enterprises, the nature of the markets, The nature 
of the labor force and the management, the tools and materials available and 
the supporting 1onr a!l grea:iy from couryinfra-structure vary.j - YounryI... fro to country, thethe 
task of the vo!unteer executive can be a formidable one. The volunteer 
executive must be sensitive to all the problem parameters that differ 
dramatically from those that one faces in a doveloped country. The 
volunteer must be able to adapt to structurethe bocal and :o establish bonds 

trust before his advice and counselof will 'have :he impact -nat is required. 
Unfortunately, the ability to establish such ti-ust relaicnshps, to sense the 
imlications of the difference in development and .the difference in 
enterprise structure and, above all, the ability to adac: is amnOs: never found 
in the tool kit of the bright young consulant. Such consultan:s, in the 
industrialized world, are accustomed to '"hit run"and visits where their 
technical advice carries wit: .: .,r!,umption of validity based in part on the 
reputation of their o-anization and in part on t',e size of the fees that 
management is ,villing to pay for thei e services. 

Retired executives, executives who have grown through decades of actual work at 
various levels within a company, have those aiiities and have proved it b7 the 
process of natural selection. The senior execuzive of a shoe manufacturing 
company who, with no understanding of the Turkish language, can-. step up to a 
hand-lasting bench, finish off a boot and sha.'4ehEnds .ith the Turkish workman isa 
very different individual ,vi:h , very differnen co:;:ai or impact than the best 
graduates of our leading business or engineering schools. (That exct.Ive, 
incidentailv, was able to vet th rej---ction rate in a TuK,•Cn-- dn o . 
to almost zero in three months.,ore pororta nz, perha.s, vas he fact thaz 3"r 
Turkish employees lined up to shake hands with him ef ore he left, eXDr S;n 
sincere gratitude to a representative of the Unied St7ates. I suspect tna: few 
ambassadors have had that experience.) 
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While t.e volunteer executive is "what makes it all happen" he doesn't 

func*icn alone. Over the past 18 years, IESC has developed a supporti.g. 

structure aimed :imar'v at incre.si:n; r,e ._.,ioo, ta: -ny volunteer 

executive will tC-suzcess'ul, that his .. ' have a signiicant imnac: ano 

that his efforts ",, :elec: creci. -. -- a L'niz.ed S:a.es. To tha t end, the 

IE.S. has ... e fielc of:ces, eacn e.ced by a 

country director. 7,e country ,s.-:2y , ..... -e-c:-rs,e- Canso 

businessmen ,i:h o,,erseas experience are i:S. em i3oees. . r ,i 

essence the rnar:,." and field o3rf:ons arn. :hel-SC. They arr)0ne 

ar.d negotiate contracts with local e er- rses, ,r':f the vo!,,.eer executive 

and essentially prov~ce oversight an" ssstance -,he .vorR to-n.: from a. 

the volunteer execui-ve's .. na! r., .-,- country cirecor, is,-:3v.'e'er, 

relatively isolate from the main body -" .the IESC and hence, :-e indus:rles 

on which he chooses 'D focus, and the cz.tracs he secures ,i:h in,iv.Kdual 

enterprises withir. th,,se industries :o no: nece-sariy reflec: a..ny IESC 

strategic plan tut rather basically his o,.vn perceptions of the needs and 

opportunities in the country in which he is engaged. 

Fortunately, the country director is supported by an advisory council mate up 

of public and priv.-te sector representatives from the host country. They 

provide a loca! v'>.k, of the development needs in zat coun:ry. Des"' . t,.e 

existence of such advisory councils, however, the !ack of integraticn with a 

strategic plan that reflects U.S. interest recresen ts an opportunity for 

enhancing the effectiveness of the IE5C and ,.vil! be dealt with in the last 

Section of the report. 

It is interesting to note that while a!l the country directors are currently 

males, their spouses play an invaluable role -- often ana!zgzus to the ro'e 

played by an Ambassador's spouse in smoothing reiations with the host 

country, and maintaining an ambience that frequently puts the volune.er 

http:volune.er
http:L'niz.ed
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executive's spouse to work effectively. Many of the country 51rec-or spouses 
play an important role in handling arrangements and in sup'olementing the 
often small staffs that the budget IESC budget permits. 

Once a contract has been negotiated, the recruitment/matching task becomes 
critical if the field assignment is to be successful. Nlore than 20 retired 
American executives from a wide range of industrial b-.ckarounds perform 
this recruiting and matching function. Th:_. work on a volu,:eer basis; IESC 
provides only necessary travel expenses. This group is responsible for 
analyzing the actual needs of a given project in a given host country, 
reviewing the skills available in the IESC skill bank where there are some 
0,000 volunteers on the IESC rolls waiting for assignments overseas and, when 
necessary, recruiting additional volunteers to fill a particular task. They are 
amazingly successful. Indeed, from time to time when a re:;red executive 
cannot be found to match the needs of a particular task, they draw on their 
past contacts and influence to get a company to release an employed 
executive to fulfill the mission. Such use of mid-carcer executives is 
particularly important when the client needs help with the very latest 
technology. 

Coordinating, integrating and managing the over-all work of the IESC and its 
relationships with government and private industry is the New York 
headquarters staff. Here again we find retired executives, most of whom 
have served as volunteers, all of whom have extensive international 
experience (and who are paid at levels far below the ones they comrnmanded 
in industry) doing all the things that are necesary to manage what is 
essentially a multi-national operation that has functioned in 70 countries and 
completed some 8,000 projects since its inception! The headquarters staff 
has been led by only one President and CEO to date, Frank Pace, but has had 
as chairmen: David Rockefeller, George Woods, former President of the 



World Bank, Peter ,,icColouChairman Xerox, Bob Hatfield, Chairmcn, of 

of the Continen al Croup and shortly, Frank Pace, who wil be reolaced as 
President and CEO b% Torn Carroll, former head of Lever B5o:hers. They, in 
turn, are supportec by tre IESC Counci! made up of a hundred senior 
executives of United States corporations who, in the tracition of the IESC, 
serve without pa,. 

Unfortunately, this bare description of how the IESC iunc:ions does little to 
transmit the sense of commitment that one gets when talking to anybody in 
the IESC. Even less does it transmit the dedication behind their belief in the 
effective role that representatives of the United States private sector can 
play in enhancing the developmenta! efforts of less developed countries and 
enhancing the image of the United States as a produc.ive and concerned 
participant in that development. When the Chinese philosopher Kuan-Tzu 

said,
 

"If you give a man a fish,
 

he will have a single meal.
 

If you teach him how to fish,
 

he will eat all his life."
 

he might well have been writing a charter for the IESC. Had he been, he 
might well have added, "At the same time you make a friend rather than a 

dependent."
 

i. Scope of IESC's Operation Over The Past Five Years. 

In the five years since the Nathan evaluation report, the over-all picture of 
IESC's finances has changed only slightly. Details of the actual funds and the 
types of projects supported appear at the end of this section. 



In 19Si and 19S2, AID's contribution of $5:\M will be slightly higher :nr.
 
$ .S, it contributed in 1975 
 and considerably higher than the !',.v oint o 
$3.2Mi tnat it contrib,,-ted in 1977. During this '.hole period, however, AID's 
support has, in no vay, kep: up with in!o.. ..s amresui., Ti'e number of 
?rojeczs !ESC wa: able :o do in 1977 and the n.m r i: has cy:.oe' now 
are ess-ar-iallv t>-e same. In 19S1, incuoin; '.,rneac ex-.s c.r.c ai
 
Travel nd subsstene 
 for the volunteer execuziv --:1dhis 0..uS_, 
amounted to approximately $378 per day. Because zile overhead costs and
 
the country director costs are relativey f\ixed. :>'e 
 mar~in-i cs: : :.cin
 
an -- z::ona! volunteer executive amounts : 
 :;z!y "rcx>.a> i." S'55 per

day. These costs, based on approxirr.a:6,,. .,.'orking da, 
 s Der p.ro;eT, Tre
 
mere cr I-ss 
 borne out b" e recent C-rrman expcer:enc .;.re
 
i:g.-re '..s $,90 dav
a inc!uding th. s:ar: Zost n..ec - --r,. esset,-; . .
 

quadruple 
 r)e projec: comple.ion rate in tr.: gecgraphc.- a rea. The "-rg

discrepancy between 
 large marginal project cost an average ?roje. cost,
 
caused by the relatively fixed overhead 
costs of IESC ma!<es evident "relarge
 
returns to scale in such 
an operation and points up P'e va. Co beootential 

goiter, fr.m 
an expanded supOort program. .,p,,'..,c su:.-: .'' 

operate at the marginal cost level. 

Let us examine :he actual statistics. In 1981 !--. corn p:eted 458 prects
worldwide, al;nost exactly the number comoicted in 1977 (457). :..he 
intervening years projects completed per year clmoed as high as 5-3 (197S)
but annual totals have gradually declined since then. The decline is '"ely to 
continue in 19S2, with comnleted projects as of April 19S2 10% be!ow :he 
corresDonding flg-re 'or 19S1. 



Argentina 
Barbados 

Belize 
Bolivia 
Brazil-Rio 
Brazil-Sao P. 
Chile 
Colombia 
Costa Rica 
Dominica 
Dominican Republic 
Ecuador 

Egypt 
El Salvador 
Ethiopia 
Ghana 

Greece 
Guatemala 
Haiti 
Honduras 

Hong Kong 
India 
Indonesia 
Iran 
jamaica 
Kenya 
Korea 
Kuwait 
Lebanon 
Liberia 
Malaysia 
Mexico 

Table I 

IESC Projects Completed 
1977, 19S1, 19S2 to date 

1977 


I 

IS 

24 
16 
34 

5 

-
28 

5 

16 

= 
I 

13 
8 
=S 

10 

5 
-
it 

20 

-
4 

36 

4 
2 

14 
9 

is 

19SI 19S2 

2 -
8 1 
2 1 
= -

20 6 
27 3 
22 3 
15 2 
- -
I 

12 
38 3 
10 9 
- -

-
7 2 

I 
1 1 
- -
4 

22 
-
5 1 
2 -

10 3 
-

-
21 
69 25 



1977 1981 19S2 

Nepal 
Nicaragua 
Nigeria
Panama 
Pakistan 
P--aguay 
Peru 
P',iiippines 
P3rtug3Ia 
Saudi Arabia 
Sngapore 
Sri Lanka 
St. Lucia 
Tawan 
Tanzania 
Thailand 
The Gambia 
Trinidad 
Tur :ey 
Uruguay 
Venezuela 

2 
5 
. 

12 
-
. 

21 
21 

5 
7 

18 
8 
6 
I 

24 

25 

19 

14 
15 
8 

4 
8 
I 

21 

11 

9 
2S 
1 

10 

2 

4 
7 
3 

2 

7 

.5 

3 
5 

11 
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Because the number of projects completed in 19S1 was almost identical with 
the number completed in 1977 the number of projects can be compared 
directly on a region-by-region basis. 

The countries currently part of the Caribbean Basin Initiative accounted for 
73 completed projects in '9S1, sharDlI.' formuo the 56 projects completed in 
1977. A subs:antia! ir.crease also occurred in projects completed in other 
Latin American countries -- 219 in 1981 compared with 185 in 1977 -- with 
\exico's share of .hese totals increasing from less than 10% to over 30%. 

Asia's completed projects were almost the same in 1931 as in 1977 -- 177 
versus 115 -- as were Europe's -- 36 versus 37 (Portugal and Turkey). 

Losses were registered for t>.e Near East -- down from 36 to 10 completed 
projects, all of them in Egypt, in 19S1; and in Africa, down from 2S to 3 
projcts. Currently, there are no African projects (since Egypt is classified as 
Near East). 

Agro-industr y, including fisheries, food processing and packaging, has 
accounted for the greatest proportion of IESC's 8,000 assignments (covering 
its operations since 1965): 13.2%. NexT comes the caegory of mac"inery, 
metal products, transportation and electrical equipment at 13.9%, followed 
by construction, land ceve!opment and building materials at 12%, mining and 
metal refining at 7.4% and textiles and apparel at 7.3%. Communication, 
utility and transport services accounted for 6.4% chemica!s and petroleum 
products for 5.6"6, >ai:h, educa-ion and insurance for 5.1%, wholesale and 
retail mercnandisi:.ng for 5%, paper, printing and publishing for 4.1%, banking 
and f-nance for 3.10S a:nd governmental administration for 36. 

http:mercnandisi:.ng
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One of the major changes in the nature of IESC's clienzele between 1970' and 

1980 (the latest year for which this analysis was available) was the decrease 

in the proportion ,:.f go\,ernmenm: bureaus and facilities served - from 13.5% 

of the projects in "976 down to 4.906 in 1980. Banks, insurance and finance 

comp.aies were down from 3.S% to 0.S%; health, education and we!Lare 

projec:s up -rom 1.9%6 in 1976 to 2.3% in 1980; and industrial promotion 

groups up from 3.S.%,o 4.5% 

There was a wider spread in client size in 1980 than in 1976. In 1980, clients 

with less than a half million dollars annual volume accounted for IS.7% of 

total projects versus 15% in 1976; yet clients with over $15 million annual 

volume accounted for 20.9% of the projects in 1980 versus IS.8% in 1976. 

However, te-ere is evidence that the average client size is declining: the 

median client in 19S" was in the $1-3 million range versus the $3-5 million 

median rangz i-. 1976. 

IESC's revenues increased from $8.2 million in 1977 to $10.4 million in 1981.* 

The share of these revenues contributed by AID increased from 39% in 1977 

to 48% in 1981 (1977 was, however, a low point. AID contributed between 52 

and 56%5 of total revenues over the five oreceeding7 years). 

The share of revenues co:.-ribu:ed bv clients dropped from 51% in 1977 to 

466% in !9S1. Similarly, revenues frcm other sources -- contributions from 

U.S. private sponsors, foreign sources and o:;-,ers -- dropped from almost 106 

of total revenues in 1977 to less than 6-S in 1981. 

IESC's expense ratios have been relatively stable over t.e period 1977 - 19S1. 

Project expense were 72.6 of total expenses in 1977, 72.9.6 in 19S1, with an 

average of about 30% for country directors and an average of over 40% for 

*Revenue and expense figures are exclusive of $120,000 in specia! purpose 
contributions and applicable expenses ;n 1977. 

(L( 



executive volunteers. Non-project expenses (headquarters costs) accounted 
for the balance. 

Converting the expense figures to a person-month basis, the total expense per 
person-month increased almost exactly 50% between 1977 and 981 from 
$6647 to 99-6. Note that person-month expenses '-ave risen faster than total 
expenses, which increased from $8.2 million in 1977 to $10.1 million in 1981 
or less :"han 256. 

IV. Results 

From the ex-post interviews that IESC has volunteers perform in the field, 
one can put together some admittedly gross statistics about its effectiveness. 
Each of the inzerviewees tried to respond in terms of the impact of the IESC 
volunteer, rather th-r. in terms of total progress. For interviews conducted 
in the 1979 to 19SI period of projects completed earlier, over one third made 
capital improvements based on the volunteers' work. Strikingly, one fifth of 
the enterprises eszablished a business relationship with a U.s. firm because of 
[ESC's work. In production, about one fourth reported increased output and 
one fourth improved product quality. 

It is, however, in the area of employment that we find the most striking 
results. Based on intervievs, it appears that 3,3OO new Joos were created in 
1980 attributable :o IESC's work! In terms oi AID's $5r.;Jiion contribution, 
that amounts to $147 per job created. No other program we know of -­
domestic or international -- comes even close to that reccrd. 

Clearly, since over ialf of [ESC's work is :n those industry areas directly 
related to human needs, its success is bour.a to have a significant 
develoomental imoac: although no one has, so far, come up w:,th a reasona,!e 

r
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quantitative measure of developmental impact. It is imortant to note, 

however, that the sense of :hat impact, the local percep-on that IESC is 

contributing in a significant way to th- development of the -.ost countr'' -- is 

a-solutely uniform among z'., people intervieve.d cn this -r!:. a..nd among 

those i.,th whom we have -reviouslv come in conta::. 

Clients' eagerness to praise, repeat requests for :ielp, the quali:y of -he ccal 

executives ,.villing to devote time to the advisory council are poor ev:'ence to 

the statistician. To us, they spoke of success in substance as weil as the 

success of our representatives. 

V. 	 Prob!erns and Opportunities. 

Having observed, examined and evaluated the IESC program for the past 

several months, we are firmly of -he opinion that it represents one of the 

most 	 underutilized resources in the U.S. foreign relations armame:ntarium. 

The reasons for that underutilization and our recommendatio',ns for changing 

it can be grouped under three headings: 

1. 	 Underutilization resulting from IESC's organizational structure; 

2. 	 Underutilization resultin- from the U.S. Goverment's apparent lack of 

awareness of the poten:ial res-oonsiveness of IESC, and; 

3. 	 Underutilization because o. :he parochial view that both the U.S. 

Government and IESC :,ave about the roles that IESC can play. 

Let's 	ta'we them in order: 

A. 	 Organizational. 
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The - "r..s---,:, of IESC services rests primar.ly -vith the country
directcr or some.-r.e acting in that capacity. Everyone in the organization is 
aware that ,.e .t.ber of proiects completed is a primary measure of 
periorma'.ce -_ per'u-mr.ce of :zhe organization and theof individual. 
Fu-rther, everyone is av\'.are tiat, on average, t'e c!:ent enterprises are 
ex.,ete.t& to bear a signi.:.cart par:ion of the costs (even though client 
conzribu:ions are sca!ed to the extent possible on :he basis of "ability to 
2a y"). Te sec-. "s -. ::cally a corollary of the first. The greater the cost
share borne b-. the cient, the greater the number of prcjects that can be 
done per dollar of AID contribution. 

Those :'.o cor.si;e:2::,ns quite natura!lly bias the Contry Director in the 
direc on of.- "s liig' IESC to the lag firms in any country. The larger
.irms are easier :o s:n u beca.usze they are, in general, better organized to 

use outside help. , :; r -rmsi. generally have a greater surplus 
:har, the sma.ll firm and h'.ence can bet:er afford the lees. 

Those ,.vo considerations also bias t.e headquarters management of IESC
 
away.from the poorest c u. -i s to .vwra the more
(4evelopi n s .. developed of theee ony re% .'er.ced only reier bar_ to Table I for evidence of this 
pnenomenon. I. -5: rst :.ira oi 19"2, 25 projec:s .ere co.-ol ,ed in .\lexico 
and not a single - v.as ...... in black Africa. !n discussing this 
phenomenon with :.e 1::C .e.Iauar:ers managemen:, they frankw.vere to 
point CL: that there were ."o projec:s in black Africa bec--use the IESC 
"couldn't afford" to work there. 

Clealy, both biases -- one toward larger companies and one toward more 
developed countries -- are likely to be contrary to the aims of AID and indeed 
of the U.S. One opportunity we tosee improve the utilization of IESC, 

http:per'u-mr.ce
http:periorma'.ce
http:primar.ly
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therefore, is the establishment of a jointly negotiated set of thatmeasures 

will bias IESC's beha.vior in a direction more congruent to AID's aims.
 

For exam)!e, were the IESC evaluated on the number of jobs completed 
di.-- .. the Der-capita income in the host counry -- or on some function 
of th-:. ra:io -- the behavioral b'as could 'ze shifted toward the less developed 

coun:ries. 

Similarly, the schedule of share-of-cost to be borne by the client on the basis 
of client sales, employment, etc., should be carefuily examined with the goal 
of maldrth.e Country Director essentialy indifferent economically to client 

size. 

Of course, other non-economic factors such as class similarity will bias the 
country director toward larger firris but appropri-te scale adjustments can 
counteract that tendency. 

Of greatest concern to us, however, is the fact thatsuch value negotiating sessions 
have apparently not, in the past, taken place between AID and IESC. We urgently 
recommend such talks immediately so that IESC can clearly understand the AID 
value system and so that AID can clearly -,nderstand the IESC constraints. Only 
after such clarification will it be useful for IE5C to improve its strategy 

formulation process. 

Regardless of such details, however, it is clear that a tremendous potential 
exists for exoansion of IESC's effectiveness through organizAtional direction. 
The first such opportunity falls in the class of "sectoral multipliers". IESC 
and its advisors have long realized the desirability of targeting certain 
sectors for client projects. These are the sectors that "cast a long shadow" 
on the economy. For example, agri-business was emphasized by IESC 
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Presioent Frank Pace. Some developing countries still irn.rt foodstuffs they 
cou.,, prcduce .- ; others !ost exrt - -ananas inca. h.ave former crops 
Haiti, for example. Pharmaceuticals would be another example of an 
industry of Key importance to :he welfare of the peo2le in a deve!oping 
countr:. Financing instictuions may furnish the necessary ccmmzrcial 
.. fras:!.u,c:ure .vit.ou. which enterprise expansion may be hobbled; ad so 

forth. 

Having recited the importance of these "sectoral mul,-ip;rs1" something 
needs to be said about securing such enterprises as cIer..s. [ESC Country 
Directors are co-s:antlv on the alert for op..... : Ciente--e 
ser. B-z :,e\' cannot ordain that tr.e desired sectorswli become c;,,-s. 

On the other h.nd, ii the AID Missiors, to whom such sectors .'reobvious, and 
possibly :arg-:ed for the country deve'opment plan, enter -nto an inxormal 

partnership with local IESC directors to toetile.- focus on and search out 
such opportunities tne "multiplier sectors" should turn uo with increasing 
ft-ccquency in IESC programs. 

Clearly fot AiD stations to utilize the IESC in this way, and in the many 
3zher wys where it can serve, AID personnel must be ma'a more aware of 
ISC's capabilities, availability and method of orerz-:on. To this end, we 
strongly recommend :hat AID headquarters .nd IESC ].:. to de,.o!op on 
educational program for AID filed personnel. IESC bcok '. . is avai'able a! 

AID field offices and embassies. The book, probably in !oose-leaf format will 
describe IESC, how to initiate a contact and ,.vou!d sucpo!v pertinent names 
and telephone numbers in the reion and in the U.S. 

A sectoral multiplier focus, however, is only half the story. It is essential 
that AID and IESC recognize the different nature of "enterprises" in the 
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developing world a.nid that many of them ( and the publics they serve) can 
benefit from IESC assistance. 

To illustrate -he scope of the enterprise concept, the fol!c,:'ing are cited as 
examples of areas in which AID ',lissions typically do no- .,hink-of IESC and 
its service potential (the examole are based on Panan.): 

Consider agri-business -- an industry zhat stretches vertica.ly from field to 
consumer. Where is the potential for impact? A!D programs secure major 
advances, such as better tillage techniques, wvhere the payoff in increased 
production can range from five to :en perce: t. Post-harvest crop losses due 
to unsatisfactory storage tech.niques can, however, cost from ten -o fifty 
percent of the entire crop. Agro-industry enterprises ma" incluce large 
farms or plantations; cooperatively-run collection or processing "nsraflations; 
or relatively sophisticated food processing industries. As AID focusses on an) 
part of that chain, IESC should be brought in to share and complement tnat 

focus. 

Health services are not generally thought of as "private enterprise", yet a 
current IESC project in Panama is helping a partnership prepare for the 
operation of a private clinic. The building and facilities are almost ready: 
but an organization must e prepared to handie the opera-:.on of .he new 
facility in all respects ranging from the scheduling oi pro-essiz---a szaff to 
the billing and payrolling needed to maintain 'The facii.ity. An IESC volunteer 
is doing this now. As AID works in one area of health, IESC should be brought 
in to help with the others. 

Similar remarks are valid in the field of housing. Developing-countr. housing 
programs often inc!ude the use of an official or autonomous financing agency. 
Sound administration of this ooeration could rnake the d',"f-ence bt:-v ..
n a
 

http:opera-:.on
http:vertica.ly
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success or a failure of the housing program. IESC can provide the basis for 

that sound administration. 

Even in education, a school that mt provide for its continued operation and 

funding requires a host of techni-I services that can be secured from U.S. 

volunteer executives. 

Thus we see a tremendous potential for organizational/fuL;-tional integration 

of AID's efforts and IESC's. To secure that integration, however, will require 

that the AID mission directors and the IESC country directors be taught to 

recognize the potential for their comptementarity and that they be motivated 

to cooperate. Again, we believe that skilled use of labelled funding both in 

the AID office and in AID contracts with others can bring about this 

cooperation. 

B. Responsiveness. 

At the present time, there is little constraint placed on IESC by AID ir 

exchange for its $5million grant. We believe that past performance indicates 

that that is as it should be. IESC has been singularly onservaive in 

managing those grant funds. Of particular significance is the difference 

between average project cost and marginal cost. We estim--te that eacn 

additional $imillion spent on IESC's current activities will produce ro ;.!y 

twice the number of projects produced per Simiilion of the first grant. 

More importantly, IESC has demonstrated in its Caribbean program that it 

can gear up to full operation in an area in just a few months. Now, ,-early, 

black Airica, China and other well-defined geographic areas are enormously 

important to the U.S.A. Whether these are AID countries or not is irre!evant. 

What is important is the enormous weigh: :haz those countries Zl.e to 



is 

programs that help them do better for themselves - tha: teach them -o fish 

is the resentment bred by
in Kuan Tzu's metaphor. Equally important 

phenomena, despite IESC's proven
dependence. Despite these we!l-known 

ability to gear up and produce a visible impact in a new area, and despite the 

in such areas we kinow of no
fact that the U.S. is spending large amounts 

that soecif:es - as a line
area-targeted program outside the Caribbean 


item - participation by the IESC.
 

and to the ExecutiveWe strongly recommend - to the Congress 

branch -- that whenever funds are allocated for regional assistance where 

the region or country is underdeveloped, that a portion of those funds be 

as a line item, for IESC volunteer assistance to enterprises in theallocated, 

Where the region is not served by a country or regional director,region. 

should be allocated for the establishment of such a office.specific funds 

Such funds should be accompanied by a firm understanding of the goals of the 

funds will begranting agency although in most cases we expect that the 


administered by AID.
 

C. Parochial View of IESC Role. 

It is in this area that we believe the potential for expanded use of IESC is the 

those potential activities under two headings:greatest. We will consider 

First, what more it can do to assist industry in developing countries; and 

second, what iz can do to help U.S. industry abroad. 

1. Developing Industry. 

Earlier in this report we pointed out that Kno.vledge is the commodity of the 

as they are, they are essentieallyIESC volunteer executives. Effective 


retailers of .'at knowledge. The disaa-ated na:ure of rm.cro- indus:r .
 

q§
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much of the davoinn world, ho.ever, makes such a retail ceroation 
uneconomical. ,c--n--z hnology, however, offers the cppor:unity to expand 
the reach and i.pac: f .any IESC volunteers. 

's:-':-:e _SC"volunteer advising on the effective opera:ion of a grain 
milling c,.tion :o prepare chicken feed. This prob'em is reieazed in 
virt.ualiv every de..e. ping.. country as are dozens more like i!. !n :his case, 
n,owever, the voluneer is accompanied by a video team. As a result, a video­
based seminar will result from this assignment. With a probable useful life of 
5 to 10 years and 'vith its voice - over narration/instruction dubbed in in the 
aooropriate lan age-.that material can dramatically ex:end the i.. v:we 
have throughout :-. developing world. 

The cetails of srreen:ng, preparation, etc., quire considera;'-y more 
space than we can afford here. The principle, however, is clear. .--n;at 
be less clear, however, is the actual extent of that impact. The <ind of v.deo 
seminars we visualize will not only train existing managers in new techniques, 
it will train new managers - principally middle managers that are in such 
short supply. 

This extension of IESC impact along the geographical dimension is only part
of the story, however. Consider the potential for expanding impact \vithin 
the country. In our origi.al discussions with AID, the question was raised as 
to whether IESC competes with private consu!ting firms. As far as dornes:ic 
firms are concerned, the answer i NO on two counts. First of all, omsti-c 
firms can rare!y field :he necessary experience and secondly, their costs are 
general unaffordable in the countri:es requiring help. As far -:s the indL'enous 
consultant is concerned, "he ques:ion is large!y theoreticaL In the countries 
where we are concerned, there just aren'. any. 

iS
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Just as IESC has long recognized that developir.g countries can "graduate" 
into a developed status that t:a es them out of the normal c!ien:-servire spar., 
so can IESC hope eventually to see, in many currently developing countries, 
the development of in-depth indigenously based consulting capabilities. 

It is obvious that time, size and other factors will del y This stage mnanyr 
countries. But the rapid growth of technical and managerial skills in such 
countries as Brazil, South Korea and Israel should e convincing evidence that 
the goals are reasonable and attainable. 

Even long before the actual attainment of local consulting capabilities some 
of the IESC ideals can perhaps be transferred. One business leader in the 
Dominican Republic for example expressed a great deal of interest in having 
local firms combine assist another within theto one limits of their 
capabilities on current operating technical problems.or 

It is here that the IESC can really shine. We recommend that the IESC be 
given, as a task, the responsibility for developing an indigenous 
consulting/cooperating capability. Selection of personnel, on-the-job 
training, etc. are all functions for which the IESC can find expert volunteers. 
It wou'd be the Country D-rector's responsibility to c--w on local talent in 
forming a potential consu':ing cadre. Members of that cadre would 
accompany the various !ESC volunrteers in that coun:ry. They would use .he 
video materials and case materials discussed beiow to increase their training 
level. Presumably, after a few years, the indigencus cadre would do more 
and more of the actual consulting required in coun:rt-. 

Questions of payment during training, the suitability o' such a program as a 
funrtion of country development level, academic resources etc. are, of 
course, yet to be addressed. There is, however, itle dou5t that the IESC can. 
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gco further than "teaching him to fish"; they have the potential to teach the 

teachers. 

The preparation of transportable video materials - and seminars to go with 

them -wil be invaluable for teaching the details of specific industries found 
throughouz :he developing w,-orld. For tec n o f e srFo emc'..n- fundamentals of nenerra! 

business management, however, other case materia!s will be less e:c-nsive 
and yet highly effective. Those of us ,vho have taught m.,: ageen: in :he 

developing .vorid are continually struck by how much easier it is to teach 
from a dev.lop.g-country case than from a case derived from experience in 
the industrialized world. It's surprising, but it shouldn't be. To capture, in 

permanent form, the experience of IaSC in the field for teaching purpeses 

seems to us to be of the highest order of priority. This exposure is not only 
important for teaching abroad, but will be valuable at home as w:e discuss 

below. 

Capturing this experience as cases will, like the preparation of video 
materials, cost money. On the other hand, the result will be a teaching 
resource library at AID and/or IESC that can markedly improve the U.S. 

effectiveness in aiding the development process. Whether IESC volun.teers 

get training in case preparation or skilled case-,.vriters are sent to IESC si.tes 
for the purpose, or whether a country office Is expanded to add a casewriter, 

the added cost seems to us to be a worthwhile investment. 

In the case of Panama, APEDE (the Panamanian Associatcn of Business 

Executives), now under AID contract to offer general business instruction, 
could well use such materials and could share with IESC the responsibii;.y for 
developing a consulting force. To that end, such AID contracts .mig-,t well 

provide funds for the IESC to cooperate in the education prograrn. IESC 
volunteers skilled in the management of teaching/training organizations could 
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be invaluable. 

Lastly, recognition must be given to the fact that many AID countries lack an
 
entrepreneurial pool on which to base 
a sound development program. To help

develop such 
a pool, it would be invaluable to have IESC volunteers around
 
and visib!e as 
 role mooels and teachers. the period o :nfor:una:ely,early
 
Eid is just the time "'hen such volun:eers are likely to be missing -- there
 

simply aren't enough c!ients to warran: their presence. 

In such cases (Haiti is an example), IESC can be made a visible presence by

using I=_SC volunteers directly 
on AID tasks. One such possibility is currently

being discussed in Haii. The parameters should be *he same as on 
other IESC
 
projects: volunteer executive 
 carefully matched against the assignment,
 
available for a maximurn oZ three mon:hs, 
with ex:plicitl'' indicated work to
 
be performed.
 

Local counterparts will get to know IESC volunteers, learn of their proficien­
cies, and 
 the way ,.vili be paved for enterprise clients in the coming years.

AID will find these "demonstra:ion uses" 
 in line with its program objectives, 
and will be taking -dvantage of the overhead contributed to IESC for running 
its generai organiz!%ion. 

It should be emphasized that this proposal is put forward only for the special 
circums:ances recited, and IESC volunteers should be withdrawn from AID 
assignments as rapidly as enterprise clients become available. 

Questions are raised whetheroi:en about IESC volunteers can be found to 
serve in other than major metropolitan areas - w.hether the lack of creature 
comforts will deter them. Based on interviews with IESC, believewe that 
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IESC volunteers can be found for virtually any location. We believe that this 
ability will be demonstrated as IESC programs move more deeply into Africa. 

Clearly, we can barely touch the potential for expanded use of IESC in our 
foreign relations program in this report. Nonetheless, IESC's underutilization 
demancs an on-going effort -- extending beyond AID and even to the 
Congress -- to f-cor this tremendous resource into country'sour 

inTer."ational leadership role. IPSC's reliance on private sector 
 volunteers 
and its attention to human needs certainly makes that effort transcend any 
internal political boundaries. To that end, therefore, we recommend that you 
establish a joint task force to address this opportunity. 

The U.S. Private Sector and IESC. 

The IESC is in a unique position to render assistance to U.S. 
firms - particulary smaller ones -- that will increasingly turn to exporting in 
the future. While such assistance cannot be allowed to distort its 
fundamental mission, IESC can be helpful. 

A long-standing goal of U.S. agencies, particularly the Department of 
Commerce, has been to increase the proport-on of U.S. firms participating in 
the export trade. One of the basic problems ol such firms -- usually smaller 
than the average of firms currently exporting - !a=s been a lack of familiarity 
with foreign markets. The case material recommended ear!ier can do much 
to educate American businessmen in -he conditions "and oc.or:unities) in 
IESC contact market areas. IESC, however, can also supply direct he!p. 

Firms new to export sometimes find that the would-be foreign purchaser 
needs technical assistance. While the FMC Corporation, as an example, can 
presu:,ably afford to incorporate technical assistance in.o a contract for the 
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sale of new canner.' e;uipment, a merchant in Maine seeking a buyer for used 
cannery equipment probably does not have such resources. He can, however,
 
suggest that the would-be customer contact IESC in his country to find out
 
whether an 
IHSC volunteer can assist in setting up the new production line he
 
wants to install.
 

There is no question but that IESC projects result in the export of much 
American equipment because American volunteers are most likely to suggest 
machinery with which they are familiar. The challenge is simp.y to help U.S. 
firms make more conscious use of this opportunity. 

The IESC is also in a position to assist U.S. investors abroad. Under IESC 
policy, clients can have a variety of ownership providing at least 51036 of that 
ownership belongs to nationals of the host country. Since Joint ventures are 
very likely to fall i:n-o this category, IESC vo!unteers would be availabl. to 
assists such ventures. 

The writers had several years of experience in seeking to assist the India 
Investment Center in New York in its efforts to buy foreign technology. One 
survey of over one hundred potential U.S. sources for such technology found 
that most firms were unwilling to enter into such an underta.king because of 
lack of knowledge about conditions overseas. This is t"pically whar prevents 
joint ventures between U.S. and foreign firms. Would-be U.S. inv:stors 
would ba well-advised to consult with their potential partners in the country 
concerned, and then in turn advise the partners to discuss with :he KESO 
country director the availability of a volunteer that might assist in the 
launching of a new venture at a cost that all could afford. 

Commercial and economic officers in U.S. Embassies abroad, including those 
interviewed in Panama, Santo Domingo and Port-au-Prince during this 

)
 



25
 

project, frequently consul: with visitors from the United States who are 
meeting obstacles in arranging export sales or participating in !oc.! 

investments. Carefully-prepared briefing rn.ater:als for such officers %..ul 

enable :hem to spe!l out for their U.S. visitors ('-s well as for local principa!.) 
the conditions for and opportunities of using IESC volunteer exec--,,i'.es :. 
bridge any tecvnica! kr~cwledae ap that stands in The way of .- 'a 

transaction the oar:-cioants have in mind. 

Back in the United States the full export prorn:ion resources of the U.S. 
Department of Commerce are available for carrying the messa--ge -% U.S. 
firms. These range from national publications (e.g. Business America) .o te 
activities of the Depar-ment's more than -0field ofHices. Those fie!d o::.":ces 

could, in cooperation \vtrh !ESC,provide speakin engem..:s for .oca! !ESC 
volun-eers who h .ave returned from assignments abio-d. !t c e a 
rela:ivelv, siMoje M atter IESC i2... the"or rou-ine. r a,):. 
Commerce ;fild office of the return of an IESC volu;nteer living in :me rrea 
served by ha: office. 

Itis assumed that in its activities abroad, the lnterna:ional Communication 
Agency (CA) cu-'rrently circulates information on 1ESC volunteer projects. 
Th.e only suggestion that might be made in zhis report is that IESC c:cn.tr, 
directors and ICA officers consuit from time to t.me to assure :hat these 

messa es are being beamed as directly as cossib!e to local business 

communi:ies in these countries. 

VI. Coda. 

IESC is effective, underutilized and underfunded. We have suggest-. how 
government can better use it but each such step ,.vill require additional funds. 

If those funds must come from the client companies or host countries, IESC 

QF
 

http:exec--,,i'.es


26
 

will end uD '.o.<.-g at cross -ircoses 'vith AID. The funds must, therefore, 

come direc!y fro;,n go'vernmer,: Z., zhe private sector. Despite their e'forts 

to raise priva:e funos, IESO -as fcun - as have others -- that with few 

exceptions, U.S. corn3rate givers av- vry limited horizons when it comes to 

international pro..ams. 

The bo:::m !in-, :.ere, is tha, s-ich -dfe un.s - zargered, !,eied, 

comir. f.rcm-. - range ofoernen agencies (but all preferably 
adnmnis-ered :.-,rough !- - current A!D connnection) m.ust cor.e from 

government. ' e believe that as the Congress and the Executive become 

aware of Zhe .otenriaI,:rose funds ,.vi! te forthcoming. 

I 
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PREFACE
 

This report consists of an evaluation together with
 
recommendations concerning the operation of the Internaticnal
 
Executive Service Corps at the level of "grass roots"
 
develoy-nnt in the poorer nations of the world. The Bureau
 
of Population and Humanitarian Assistance, U.S. Agency for
 
international Development, specifically requested that
 
Robert R. Nathan Associates, Inc. (RRNA) examine existing
 

IESC and AID policies, activities and constraints with
 
respect to the feasibility and desireability of substantially
 

increased small enterprise programming in the short and long
 

run.
 

The present evaluation, and the recom.endations herein, 
reflect the findings of an earlier RRNA evaluation of 

IESC's performance effectiveness and development impact; the 
past experience of the volunteer executives with small (and 

very small) business as in developing countries; and IESC's
 

current Small Business Assistance Test Program. In addition,
 
comments and suggestions were elicited from AID personnel in
 
charge of other ongoing and proposed technical assistance
 
programs, from knowledgeable persons in other international
 

organizations and from IESC head office executives directly
 

and indirectly involved with program changes. 
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The work order objective and scope of work are contained
 

in Annex A to this report. Annex B contains the na.-es of
 

th'e personnel contacted during the course of this evaluation.
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SUNMARY 

Grass roots involvement on the part of the International
 
Executive Service Corps means assisting small businessmen,
 
farmers and other members of the "poor majority", directly 
and indirectly, to increase local income, employment and 
product..vity through technical assistance.
 

From its inception in 1964, the IESC has provided
 

technical assistance from time to time to small scale/grass
 
roots business enterprises; it has likewise helped vocational
 
schools, health clinics and other institutions provide
 
better services to the disadvantaged population in many
 
developing countris. There has been no active program to
 
develcp these types of projects, however, until recently.
 

Because of its heavy reliance on funding by the U.S.
 
Agency for International Development, IESC should be willing 
to change or modify volunteer programming- the-ea-of
 

its ability -- in line with congressional mandates. A start
 

in the direction of increased grass roots involvement was 
made in August 1976 upon commencement of the Small Business 

Assistance Test Prcgram. 



The proper role of IESC is filling the technical
 
assistance gap between its traditional large fee-paying

clients and the micro businesses. 
 Because lack of financial
 
assistance 
-as tll as mnagiagerial know-how is 
a serious
 
constraint on 
snall business development, volunteers should
 
be prograir.jned wherever possible with credit and capital
 
sources 
serving the grass roots environment.
 

Providing organizational and managerial assistance to

sponsoring institutions can have a multiplier effect in the
 
grass roots. Volunteers 
can also "reach through" sponsors
 
to provide person-to-person technical assistance with the
 
sponsor's small business beneficiaries.
 

Recommendations for achieving a significantly larger

IESC involvement with small scale enterprises include:
 
(1) immediate preparation of a concise yet penetrating
 
report on the results of IESC's test program to date and
 
circulation of this report throughout the organization;

(2) the addition of a roving representative in each region

whose primary purpose would be identifying potential local
 
sponsors/catalysts and following through with discussions
 
leading to small business assistance agreements; (3) assessing

the roster of e:xecutive volunteers with respect to recruiting

needs for supplying more "generalists" for longer terms than
 
is usually the 
case for traditional projects; 
(4) estimating

country by country, the requirements and costs associated
 
with providing additional supporting manpower and services
 
which are 
likely to be required for grass roots operations,

and 
(5) enlisting the assistance of AID to provide a listing

0: potential Sponsors from the Regicnal Dureau's current and 
proposed programs and from the other private voluntary 
organizations which AID suppcrts.
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Given the financial structure of IESC's operations, the
magnitude of IESC's grass roots involvement will depend
heavily on 
the size of AID's annual contribution. 
 In order
fcr IESC to achieve its "major impact" through small enter­prises by 1982, the annual grant projected for that year
will range from 50 
to 100 percent higher than the current
$4 million level, depending on alternative assumptions 
as to
fees collectable from grass roots projects.
 


