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On September 17, 1982 at 10:30 a.m. in Roga 5951, a review of the subject report
will be held with the report's authors anc. representatives of IESC. We request
that each Bureau have a representative present prepared to discuss the report,
assess the usefulness of the IESC in forthcomii.j private enterprise initiatives

in each region, and to make suggestions for improving the use of the IESC resources.
The review will center on the section oY the subject report titled Problems and
Opportunities starting on page 12. Following the meeting on September 17, we

will need each Burcau's estimate of their possible use of the IESC in CY 1983.

The AID budget for the IESC hit a low point in 1977 but in real terms the 1977
budget was about equal to 1981 and the number of projects campleted were nearly
identical at 458 in 1981. A number of changes in distribution took place during
this period. Projects in LAC increased by more than 25% accounting for about

50% of all projects in 1977 and over 62% of all projects in 1981. The countries
camprising the Caribbean Basin Initiative increased from 12% of the total to

nearly 16% in the same time period. The number of projects in Asia were about
constant at 25%. The Near East dropped from 8% to 2% with all 1981 projects in «—
Egypt. Africa dropped from 6% to less than 1% of the total.

Over the years, assistarce to agro-industries has held at 18 - 20%, machinery,
metal products, transporcation and electrical equipment at 143, construction and
related endeavors at 12%, mining and metal refining at 7 - 8%, and textiles and
apparel at about 7%. Assistance to goverrment facilities and financial institu-
tions has been decreasing while industrial promotion assistance has increased.

The size distribution has also seen a change. The median size client had annual
dollar volume of $1 - 3 million in 1980 compared to $3 - 5 million in 1976. Well
over 50% of the IESC effort goes to assisting small-to-medium size businesses.

Also attached for your information is the Summary of an earlier evaluation by
Robert R. Nathan Associates, Inc. dated October 11, 1977.

Distribution:
ASIA/PD, G. R. van Raalte
ASIA/TR, T. M. Arndt
LAC/DR, D. B. Jchnson

. LAC/DP, D. lazar

" NE/PD, S. Taubenblatt

ﬁ NE/TECH, K. W. Sherper "

" AFP/DR, N. Cohen

AFR/DP, F. Johnson
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Introduction

On May 20, 1982, the Agency for International Davelooment contracied with
Jordan Baruch Associates to "assess strengths of tha Interaatiznal Executive
Service Corps (IZ5C), recommend where programs mignt be expanded and
what new programs they could effsctively uncartake to support private
enterprise development in developing ccuntries.”

This report is the result of that contract.. Section Il of tne raport raviews

what the IESC does and how it is organized, while Secticn 1!l reviews 1SSC's
sources of support and Section [V reviews some stztis: ca. measures of 205t
and benefit from the [ESC ;.rogram. In Section V we review some of the
shortcomings in the strategic and tactical use of the IESC by AID and in
-erms of our foreign policy aims in gereral. The shortcomirngs, however, are
far more signals for increased potantial future use than thev are critiguas of

past relattonships.

In genera!, we have found the [ESC to be an exciting, workztle, economical

and woefully underutilized American program for ennancing our image

of the Unized States.

The Caribbean field work for this study was performad 5v Dr. Albert Sqaall in
the period 6 June 1982 through 19 June 1982 and covered intervizws in
Panama, the Dominican Republic and Haiti. Extensive interviews wera zlsd
held, by boih Dr. Smazil and Dr. Baruch, at the New York offices of IESC

during tne period irom early June 10 =arly July.
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\.ai2 it is customeary to review the functicn and structurc of an crganizaticn
from the tos down, such a review would be totally inappropriate in the Co.e
of the IESC. inceed the entire structure of the [ESC exists for cniy one
purpose: 0 out retired, sxilled, careiuilv-selccied executives In h2 el
matchec 0 actual prodlems being exzarienced by enterprises in ceveiosing

countrize.

Statistics adout the "average" IESC volunteer are essentially meaningless.
Imagine someone trving to descridbe the array of drugs avzilable to
mccern pnvsician by saying that the averaze drug is light gray, in the {orm of
a 3.6 grain oiil, etc.  The valee of sotr modern drugs and of the [EC
veiuniesr s the <iill with which each s maiched o the protlem at hand and

the spaciiicity & 22¢h 10 that prodlem,

We have, however, reviewed 102 randomly selected project face sheets to
discover somiztning about the charactaristics of these indivicduals. Most
importantly, 2 IESC voluntears are mature. As of the beginning of this
vaar, only 3. wzr2 under age 63 (born in 1922 or jater). Cn the other hand,
only 2% were over 32.  Not quite w0 out of threze of ne remaining
voluntesrs (515 of <he total) were in their sixties, with &bout one of thra2 In

thair saventies (357 of the twortal)., The heaviest concentration of voiuniaers

They are generaily vell-educated. More than three out of four listed at least
a baccalaureat2 degree. ~meng the 102 volunteers, there were |3 Masters

Degrees ang 2:gnt docicraies.



An assessment of foreizn languags capabilities is more difficult. Half (31) of
the volunieers listed no foreign languzge capabilizies. But of those whd sid

there is no way oI teiling which cnes had bare social conversational abilit ty

8]
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) versus these who had sufficient language
adility 10 work in foreign ian oreizn Sarvice Level 3, 4 or better). In
any case, language czoasility s virwuzlly irrelevant., Because executives ars
cereiully matched lor zsiiity to match a client's needs, it is irtually
AviCossidie 1o match languagze as wall - there simoly aren't enou: 2h double

maiches.

An IESC executiva may be a ratired president or vice-president of a bank, the
director for research of a heavy industry company, the controller of =z major
cenglernerate, the head of a successiul agri-business firm, etc. The volunzeer
in most cases will >e male but, since 1968, women have piaved increasingly
important rales as voluntezr executives. Indeed, more than one husband and

wife team have tezn fieldsd with $irixing success.

The volunteer executive is sent into the field in response 10 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 ceveloping countries, however, e enterprises may be
publicly owned, may have mixed public and private ownership or may

owned by a special entity such as & cocperative. Nonetheless, each is viewed

as an enterprise -- an organization put togather to use labor, rnaterial,
capital and knowledge eifectively for the production of goods and services,
Indeed, of the four, it is knowledge that really determines how effectively
labor, capital and material inputs can be used. When we talk aSout
Knowledze, we do not simply refer 1w 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 knowledgs necessary for the sffactive transformz:ion of
work, material and 1o0ls into goods and services that pecple need and will

use.




Supplementing the indigenous supply of knowledge, expanding the ability of
tne local people 10 secure and use additional knowledze z=nd tailoring that
xnowledze o the needs of the local community is the 1agii of the volunteer

execusiva,

Because the nature of the enterprises, the nature of the markets, the nature
of the lator force and the management, the tools and materials available and
the supporting infra-structure all var y greatly from country o country, the
task of the volunteer executive can be a formidable one. The voluntee
executive must be sensitive to a!l the problem parameters that differ
dramarically from those that one faces in a deve!eped country. The
volunteer must be able 10 adant to the local struct e znd 10 establish bonds
of trust before his zdvize and counsel will have the Impact that is requirad.

Tn3nins, 10 sens2 the

—

Unfortunetely, the zbility to estabiish such trust ralaz
mplications of the difference in cavelopment and rhe differencs in
enterprise struciure and, above zll, the @bility 1o adapt is almost never found
in the tool kit of the Bright young consulant.  Such consultants, in the
industrialized world, are accistomed to "hit and run” visits where their
technical advice carries wit:: sresumption of validity based in part on the
reputation of their crganization and in part on the size of the fees that
'management is willing to pay for their
Retired executives, executives who have grown through cecadssofactual workat
various levels within a company, have those abilitiss and have provad it 2y the
process of natural selection. The senior executive of 2 shoe manufacturing
company who, with no understanding of the Turxish lanzuage, can stepup 0 a
hand-lasting bench, finishoff a boot and shaka han s with the Turkishworkmanisa
very different individual with o very diZferan: gotential Ior lingact than the best
graduates of our leading business or enginezring schocls. (That exzcutive
incicdentaily,waszable 1o gettnerejeciicnrateina Turkish f=oto Crvcown from 5%

T0 almost zero in three month
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Turkish employess lined up to shaka hands with nim ceicre he lers, exprassin
sincere gratitude 2o ar representative of the United States. ! SUSDECT that faw

ambassadors have had that experience.)



While the volunteer executive is "what makes it 2ll happen" he ccesn't
funczicn alone. Over the past 18 years, [ESC has develoged a sugporting
structure &iinec 2rimarily &t increwsing e Lix2lihodd that any voluntizer
executive will & 5u:cessful, that his worx wili have 3 significant i'mp2gt and
that his efforss will r2ilecs crecit on -2 Uniiad S:tazes. To thzt end, the
IESC has estebiism =2 zooroximateiv 1we Loz2n lielc ofliges, 2z¢h hezcad by a

country <ciracror,

(

ne CouUNtry Cir2CIors, 31s) wseilly relirac American
businessinan wiih ovarseas experienca zre [ZSC empiovees. Thzv are, in
essence the marieiing and fielc operzticns arm of the IZ3C. They arrange
ard negotiate conirzCis with jocal enterarises, orief the volunteer execuiive

and esssntially or

@]

vice oversight anc 2ssistance from the initizi work 2iza 20
the volunteer executuive's final rapors.  The country Cireciar is, novever,
relatively isolatzg Irom the ma:in dody si.the IESC and henca, =2 indusiries
on which he chooszs 0 focus, and th2 cznatrzcts he sacures with nlividuel
SC
swrategic plan bSut rather basically his own percepticns of the needs and

fv
m

enterprises within those industries 2o not necessarily reflect zny |

opportunities in the country in which n2 is engaged.

Fortunately, the courtry director is supported by an advisory council made up
of public and griviie sector represeniatives from the host country. They
provide a local view of the developmant needs in that couniry. Desditz the
existence of such advisory councils, nowevear, the lack of integraticn with a
strategic plan that reflects U.S. interest represenis an oppor:unity for
enhancing the eif:ciiveness of the IESC anc will be cealt with in he last

Section of the regers,

[t is interesting o note that while z!l the ccuntry directors are currantly
males, their spouses play an invaluable role -- ofz2n znalcgaus to the role
played by an Ambassacor's spouse in smoothing rziaticns with the hnost

country, anc maintaining an ambience :hat fraguently outs the volunteer
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executive's spouse 1o work effactively. Many of the country Zirector spouses
play an important role in handling arrangements and in suppiementing the

often small staffs that the budzet IESC budget permits,

Once a contract has been negotiated, the recruitment/matching task becomes
critical if the field assignment is to be successful. More than 20 retired
American executives from a wide range of. industrial backzrounds perform
this recruiting and matching function. Th: work on = volunteer basis; IZSC
provides only necessary travel expenses. This group is responsible for
analyzing the actual needs of a given project in a given host country,
reviawing the sxills available in the IESC skill bank where there are some
3,000 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 tims when a retired executive
cannot be found to match the needs of a particular task, thev draw on their
past contacts and influence to gat 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-ali work of the IESC and its
relationships with government and private indusiry is the New York
headquarters staff. Here again we find retired executives, most of whom
have served as veclunteers, all cf whom have exiensive international
experience (and who are paid at levels far below the cnes they comramanded
in industry) doing all the things that are necesary to manage what |s
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 cne President and CEO to date, Frank Pace, but has had
as chairmen: David Rockefeller, George Woods, former Prasident of the



tll.

World Benk, Peter licColough, Chairmzn of Xerox, Beb rztiield, Chairman
of the Continen:zl Croup and shortly, Frank Pace, who wiil be reolaced as
President anc CLEO by Tom Carroll, former head of Lever Brozners. They, in
turn, are supportec oy the IESC Counci! made up of a hundred senior
executives of United States corporations who, in the tradition of the 1ESC,

serve without pav.

Unfortunately, this bare description of how the IESC functions 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 :he Unizad States private sector can
play in enhancing the cevelopmenta! efforts of less ceveloced countries and
enhancing the image of the United Statas as a productive and concerned
participant in that cevelooment. When the Chinese philoscoher 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 teen, he
might well'have added, "At the same tirne you make a friend rather than a
dependent."

Scope of IESC's Ooeration 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. Dertails oi the actua! furnds and the
types of projects supported appear at the end of this saction.



In 1581 and 1982, AID's contribution of S5\ will be slightly higrer thzn =z
$5.88 it contriduted in 1575 and considerably higher than the !ov poiNnt of

$3.2M tnat it contrizutad in 1977, Curing this whole pariod, however, AlD's

\

SUPPSrt has, in o way, wast up with inflation. As z rasuiz, the numSer of

projects 1ESC was able = ¢o in 1977 and thae n JMI2r QT h2s Corndlatsd now

re essentially the seme. In 1581, Inciuaing &l overnsac AX32n2zs ans al

[¢1)

travel and subsistenca for the volunteer axecuiiva and Bis spouse, i lgure
amounted w approximataly $378 per cay. Because e overhezd cosis and
the country director costs are relatively fixed, the marzinz €37 o f2icing
20 aclizional voluntesr executive amounts TSOThly zporoximatsls 3055 ser
Szy. Thes2 costs, based on approxirataiy 5% workingz dav Dar 3rojelt, air:
MEre Cr 1ess Dorne out by the recent Carrizcin experiencs wingre 1.& 1otal
ilgure was 5190 a cay Including the start us zost nzczizacey essantizily 10
Quacruple the proj2ct cormpletion rate in thas gecgrepnicel area. The large
discrepancy between large marginal nroject cos: anc everage aroject cost,
czused Dy the relatively fixed overhezd costs of [£5C makes evidzat s large

returns 1o scale in such an operation and POINts up the soiential valus (o be

gotten rom an expanded SUPdOrt program. Exgznced susiort will, o Iaarel)
cperzle at e mnarginal cost level.
Let us examine the actual statistic In 1981 128C compiated 458 proiects

worldwice, almoast exactly the number compisted in 1977 (857). 1+ e
intervening vears orojects cornpleted per year climizad as nign as 558 (1973)
out annual totals have gracually declined since than. The decline is iikely 1o
continue in 1932, with corngieted projects as of April 1932 10%% halow the

corresponding figure for 1981,



Argentina
Barbados
Belize
Bolivia
Brazil-Rio
Brazil-Sao P.
Chile
Colombia
Costa Ricz
Dominica
Dominican Repudlic
Ecuador
Egypt

El Salvador
Ethiopia
Ghana
Greece
Guatemala
Faiti
Honduras
FHong Xong
India
Indonesia
lran
Jamezica
Kenya
Korea
Kuwaiz
Lebanon
Liberia
Malaysia
Mexico
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Nepal
Nicaragua
Nigeria
2nama
Pekistan
Pzraguay
Peru
Prilippines
Portugal
Saudi Arabia
Singapore
Sri Lanka
St. Lucia
Taiwan
Tanzania
Thailand
The Gambia
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Turxey
ruguly
Verezuela
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Because the number of projects completed in 1981 was almost identical with
the number completed in 1977 the number of projects can be cornpared
directly on a region-by-region basis.

Tre countries currently part of the Caribbean Rasin Initiative accounted for
73 completed projects in 1981, up sharply form the 56 projects completed in
1977. A substantia! ircrease zlso occurred in projects cornpleted in other
Latin American countries -- 219 in 1981 compared with 185 in 1977 -- with

\lexico's share of these totals increasing from less than 109 to over 30%.

Asia's completed proiects were almost the same in 1981 as in 1977 -- 177

versus |15 -- as werz Evrope's -- 35 versus 37 (Portugal and Turkey).

Losses wers registered for the Near East -- down from 36 to 10 comgpleted
projects, all of them in E8ypt, in 1981; and in Africa, down from 2S to 3
srojcts. Currently, there are no African projects (since Egypt is classified as
Near East).

Agro-industry, including fisheries, iood processing and packaging, has
accounted for the greatest proportion of IESC's 8,550 assignments (covering
its operations since 1965): 18.2%. Next comes the category of machinery,
metal groducts, transportation and electrical equipment at |3.9%, followed
by construction, lznd cevelopment and building materials at 12, mining and
mezal refining at 7.4% and texiiles and apparel at 7.3%. Communication,
utility and transport services accounted for 6.5% chemicals and petroleum
products lor 5.6%, neziin, education and insurarnce for 5.1%, wholesale and
retail mercnandisiing for 5%, naper, printing and publishing for %.1%, banking

and finance for 3.1 and overnmeantal adiministration for 3%.
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One of the major changes in the nature of IESC's clientele between 1975 and
1580 (the latest vezr for which tiis analysis was available) was the decrease
in the proportion of government bureaus and facilities served - from 13.5%
of the projects in 1376 down to 4.9% in 1980. anks, insurance and finance
companies were cown from 3.8% to 0.8%; health, education and weliare
projec:s un irom 1.9% in 1975 to 2.3% in 1980; and industrial promotion

groups ud from 3.8%5 10 4.5%

There was a wicer spread in client size in 1980 than in 1976. In 198G, clients
with less than a half million dollars annual volume accounted for 18.7% of
total projacts versus 15% in 1975; vet clients with over $15 million annual
volume accounted for 20.9% of the projects in 1980 versus 18.8% in 1976.
However, there is ¢vidence that the average client size is declining: the
median client in 1985 was in the $1-3 million range versus the $3-5 million

median rznga in 1976.

IESC's revenues increased from $8.2 million in 1977 to $10.4 million in 1981.*
The share of these revenues contribuied by AID increased from 39% in 1977
to 48% in 1981 (1977 was, however, a low point. AlID coniributed between 52
and 56% of totz] revenues cver the five oreceading vears).

The share of revenues contributed ov clients dropped from 51% in 1977 to
46%5 in 1981. Similarly, revenues frcm other sources -- coniributions from
U.S. private sponsors, foreign sources :nc otners -- dropped from almost 10%

of total revenues in 1977 to less than 655 in 1981,

IESC's expense ratios have been relatively stable over the perisd 1977 - 1981,
Project expense were 72.6 of total expenses in 1977, 72.9% in 1981, with an

average of about 20% for country directors and an average of over %0% for

*Revenue and exsense figures are exclusiva of $12G,350 in speciz! purzosa
contributions and applicatle expenses in 1977,
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executive volunteers. Non-project expenses (headquarters costs) accounted
for the balance.

Converting the expanse figures to a person-month dasis, the total expense per
person-month increased almost exactly 50% beiween 1977 and ;9% from
36647 1o 99%6. Noze that persdon-month expenses iave risen fastar than total
expenses, which increased from $8.2 million in 1977 to $10.1 million in 1981
or less than 25%,.

Resulzts

From the ex-post interviews that IESC has volunteers perform in the {jeld,
One can put together some admittedly 3ross statistics about its effectivanass.
Each of the interviewees tried to respend in terrns of the impact of the [ESC
volunteer, rather thzr in terms of tortal orogress. For interviews conducted
in the 1979 t 1581 period of projects comple:ad earlier, over one third made
Capital improvements based on the volunteers' work. Strikingly, one fifth of
the enterprises established a business relationship with a U.S, firm because of
IESC's work. In production, about one fourth reported increased output and
ore Iourth improved product quality,

’

[t is, however, in the area of employment that we find the most striking
results. Based on interviews, it appears that 3%,300 new joas wzre craatad in
1980 attributable 0 IESC's work! In terms of AID's 33railiion contribution,
that amounts to $147 per job created. No other program we know of --

domestic or international -- cornes even close to that reccrd.

Clearly, since over nalf of IESC's work is n those industry areas directly
related t0 human needs, its success is boura to have a significant

Cevelogmental imoac: although no ore has, so far, coma Lup with a reascnable
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quantitative measure oi cevelopmental impact. It is im2ortant 10 note,

however, that tha sense of thzat impact, the loczl percention that [ESC is

contributing in a significant way w0 th~ develoomant of the rost country -- s
4

a>solutely uniform amcngz the geople interviewad cn this irid and a.mnong

those with whom we have creviously come in contaz:.

Clients' sagerness to praise, repeat requests for aelp, the quaiity of th2 iccal
executives willing 1o devote time 0 the advisory council are scor 2viZenca 0
the statistician. To us, they spoxe of success in supstance as weil as e

success of our representatives,

Prodlems and Opportunitias,

Having observed, examined and evaluated the [ESC program for the past
saveral months, we are firmly of the opinion that it represants ore ci the
most underutilized resources in the U.S. foreign relations armamentarium.
The reasons for that underutilization and our recommendations for changing
1t can be grouped under three neadings:

1. Underutilization resulting from [ESC's organizational struciure;

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

awareness of the poten:ia] rezponsiveness oi [ESC, and;

3. Underutilization because of the parochial view that both the U.S.

Government and [ESC have about the roles that [ESC can play.
Let's take them in order:

Organizational.



13

The {iz:i= "martzing” of IESC services rests primarily with the country

direc:er or someore acting in that capacity. Everyone in the organization is

(14

aware thet e rumer ol proiacts completed is a crimary measure of

eriormance -- rerlormance of the organizaticn and of the individual.
r
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cne s awszre that, on average, the client enternrisas are
expected 1w bear 2 significant portion of the cosis (even though client

NITIduUIONS ire sczled o the extent £ossidle on the basis of "ability to
23y"). Thesecend s zrzitically a corollary of the first. Tie greater the cost

«lent, the greater the number of prcjects that can be

¢}

share borne by the

dore per daoller of AID contridution.

Those twd considerazicns Guite naturally bias the Cont try Director in the

direction of "s2lling” IZSC to the larger firms in any country., The larger
firms are easier =3 £:3n LD deczuse thev are, in generzal, better anized to
use outsis2 help. S=condly, he 232 Dirms generally have a greater surplus

than the smazl] firm anc rence can berter afford the fees.

Those iwo considerations also bias ine headquarters management of IESC
away Irom the poorest couairies tsward the more ceveloped of the
Ceveidping.  Cre reed only refer barck to Table I for evidence of this
paenomendn. In tne lirst taird of 1922, 25 srojects were comncleted in \exico

and not a single vne was even srasted in black Airica. In discussing this

(/:

pnenomencn with the IESC rexdq quarie’s management, they were frank 1o
POINT cLt that there were no projecis in black Africa Seczuse the IESC

"coulcn't afforc" 10 work th ere,

Clearly, both biases -- one toward larger companies and one toward more
ceveloped countries -- are likely to be conirary to the aims of AID and indeed

oi the U.S. One opportunity we see to improve the utilization of [ESC,
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therefore, is the establishment of a jointly nejctiated set of measures that
will bias [ESC's behzvior in a directicn more congruant o AID's aims.

For example, wer2 the IESC evaluated on the number of jobs completed
divided 5y the per-capita income in the host country -- or on some iunction

of thar rziio --the bahavioral blas could te shifted toward the less developed

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 making the Country Director essantially indifferent economicaily to client

size,

Of course, other non-economic factors such as class similarity will bias the .
country director toward larger {irrns but approprizte scale adjustments can

counteract that tendency.

Of greatestconcern tous,however, is the fact thatsuch value negotiatingsessions
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 vaderstand the IESC constraints. Only
after such clarification will it be useful for IESC to improve its strategy

formulation process.

Regardless of such details, however, it is clear that a tremendous potential
exists for expansion of IESC's effectiveness through organizational direction.
The first such opportunity falls in the class of "sectoral multipliers". 1ESC
and its advisors have long realized the desirability of targeting certain
sectors ior 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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President Franx Pace. Some ceveloping countries still imzcrt foodstufis tae
couid preduce lsczlly; others have lost former 2xgort T30S - S&N2Nas in
Haizti, for example. Phermaceuticals would be znother example of an
incusiry of key imporiance 1 the welfare of the peodle in a ceveloping

Couniry.  Financing institutions may furnish ths necessary commearcial

.

infrasirutiure without which entertrise expansicn may be hobbled; zad 30

Having recited the importznce of these "sectoral mulzipliers" something
needs to be said about securing such entarprises as ciients. [ESC Country

Direcicrs are censtantly on the clert for cposriunities 10 rander client

On the other hand, if the AID Missiors, To whorm such s2ctors -2 obvious, and
cOssibly targated fcr the country development nlzn, enter into an infarmal
partnership with local IESC ciractors 10 together focus on and search out
such opporiunities tne "multiplier sectors" should turn ud with increasing

fregquency in IESC programs.

Clearly for AID stations to utilize the IESC in this way, and in the many
Sther ways where it can serve, AID personne! must 5 macd: more aware of
[Z3C's capabilities, availability znd method of ocer2tion. To this end, we
strongly recommend that AID headquarters zad 1ESC (sia 10 davelop on
educational program for AID filed personnel. 1SSC 5cok tmat is avaiiadle at
AID field offices and embassies. The book, probably in loose-leai formas will
describe [ESC, how 10 initiate a contact and would sugoly pertinent narnes

and telephone numders in the region and in the U.S.

A sectoral multiplier focus, however, is only half the story. It is essentiz

that AID and [EST recognize the different naturas of "anterprises" in the
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developing world and that many of them ( and the publics they serve) can

benefit from IESC assistance.

To illustrate the scope of the enterprise concept, the follcwing are cited as
examples of areas in which AID “Missions tvoically do not think of IESC and

Its service potential (the exampie are tased on Panzinz):

Consicer agri-business -- an industry that stretches vartically from field to
consumer. Where is the potential for irmpact? AID programs secure major
advances, such as better tillage techniques, where the payoff in increased
producticn can range from five o ten parcent. Past-harvest crop losses due
10 unsatisfaciory sisrage technigues can, howevar, cost from ten 10 fifty
percent of the entire crop. Agro-indusiry enterprises may incluce large
farms or plantations; cooperatively-run collection or processing installations;
or relatively soohisticated food processing industries. As A{D focusses on any
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”, vet a
current [ESC project in Panama is helping a partnership prenare feor the
operation of a private clinic. The building and facilities are aimos: r2ady:
but an organization must te pr 2pareG to handie the opera:iion of the new
facility in all respects ranging from the sch reduling of proiessicnz! staif to
the billing and payrolling neaced 1 maintain the ia ciiity. An IZSC voiunteer
is doing tnis now. As AID works in one area of health, IESC snould be trought

in to help with the others.

Similar remarks are valid in the fizld of nousing. Deveioping-country nousing
programs often include the use of an official or autoromous finznci ng 2gancy.

Sound administration of this operation could maka the diffsrence Hetw en a

W0
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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 must provide for its continued operation and
funding requires a host of techni~-l services that can be secured from U.S.

volunteer executives.

Thus we see a tremendous potential for organizational/fuiiztional integration
of AID's efforts and IESC's. To secure that integration, however, will require
tnat the AID mission directors and the IESC country directors be taugnt %o
recognize the potential for their complementarity 2ana that they be motivated
to cooparate. Again, we believe that skilled use of labelled funding both in
the AID office and in AID contracts with others can bring abou: this
cooperation.

Responsiveness.

At the present time, there is little constraint placed on IESC by AID in
exchange for its $5million grant. We believe that past performance indicates
that that is as it should be. IESC has been singularly consarvaiiva in
managing those grant funds. Of particular signiiicance is the cifierance
between average project cost and marginal cost. We esiimzie that each
acditional $1miilion spent on IESC's current activities will droduce rocghly

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

More imporiaently, IESC has demonstrated in its Caribbean program thzt it
can gear up to full operation in an arza in just a iew months. Now, claarly,
black Airica, China and other well-defined zeographic areas are enormousiy
important to the U.S.A. Whether these are AID countries or not is irrelevant,

zive 10

What is important is the enormous weight that those countries 3

LN
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programs that help them co better fcr themselves —- that teach them 10 fish
in Kuan Tzu's metaphor. Equally imporiant is the resentment bred by
depencence. Despite these well-known phenomena, despite IESC's proven
ability to gear up and produce 2 visible impact in a new area, and despite the
fact that the U.S. is spending large amounts in such areas we know of no
area-targetec'. program outside the Caribbean ihat scecii‘es - as a line

item - pzrticipation by the IESC.

We strongly recommend - to the Congress and tw the Executive
branch -- that whenever funds are allocated for regional assistance where
the region or country is underdeveloped, that a portion of those funds be
allocated, as a line item, for IESC voluntear assistance to enterprises in the
region. Where the region is not served by a country or regional directer,

£

specific funcs should be allocazed for the establishment of such a office.
Such funds should be accompanied by a firm understanding of the goals of the
granting agency although in most cases we expect that the funds will be

administered by AlD.
Parochial View of IESC Role.

It is in this area that we believe the potential for expanded use of IESC is the
greatest. ‘e will consider those potential activities undar two headings:
First, what more it can co to assist industry in developing countries; and

second, what it can ¢o to help U.S. industry abroad.
l. Developing Industry.

Earlier in this report we pointed out that knowledge is the commodity of the
IESC volunteer executives. Effective as they are, ta2y are essentially

retailers of .“at knowledge. The cisaggregatad nziurs 3 rmicro-indusiry in
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mucn of the developing wo.-ld, nowsaver, makes such a retail ccaration
uneconomical. Mcdern tachnology, however, 2ffers the Cpportunity 0 expand

the reach and impact oi mzny IESC volunteers.

Visczlize the !Z5C volunteer advising on the eifsctive operation of 2 grain
milling ocerzticn 10 crepare chicken fesd. This prodiem is repeat=d in
virtualiv every dewve iSping country as are dozens more like . 'n shis casa,
nowever, the veluntear is accompanied by & video team. As a rasuis, a viceo-
based saminar will result from this assignment. With a probable useful life of
5 to 10 vears and with its voice - over narration/instruction dutded in in the
aporopricie languaze that material can cramatically extend the imsuct we

have throughout = caveioping world.

Tne cetails of serean: rng, preparation, etc., quire consiceras!ly mcre
space then we can alicrd here. The principle, however, is clear, Whz: mav
be less clear, however, is the actual extent of that impact. The kind of video
seminars we visualize will not only train existing managers in new techniques,
it will tra2in 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 exp:—.ndir.g impact within
the country. In our origina! discussions wizh AID, the question was raised 25
0 whether [ESC competes with private consulting firms. As far as domastic
firms are concerned, the answer i< NO on two counts. First of all, domasztic
firms can rarely field <he necessary experience and secondly, their cosis are
general unaifordable in the couniries rzguiring help. As far zs the inc.zenous
consultant js concerned, the question s largely theoretica!. In the countries

where we are concarned, there just aren't any
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Just as IESC has long recogrized that cavelopirg couniries can "graduata"
into a develeped status that takes them out of the normal client-service soen,
so can IESC hope eventually w0 see, in many currently developing ccuniries,
tne development of in-depth indigenously based consulting capabilities,

It is cbvious that time, size and other factors will Gelay this st2ge for many
countries. But the rapid growth of technlcal and managerial skills in such
countries as Brazil, South Koreza and Israel should “e convincing evidence thzat
the goals are reasonable and attainable.

Even long before the actual attainment of loczl consulting capabilities some
of the IESC ideals can perhaps bs transferred. One business leader in the
Dominican Repubiic for example expressed a great czal of interest in having
local firms combine to assist one another within the limits of their

Capabilities on current operating or technical protlems.

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 perscnnel, on-the-job
training, etc. are 2ll functions for which the IESC can :ind expert voluntesrs.
It would te the Country Direcror's responsibility 9 crzaw on local talent in
forming a2 potential constliing cadre.  AMembers of thar cadre would
accomgany the various [ESC vojunteers in that ccuntry. Thay would use the
video materials and case mazerials discussed beiow o increzse their training
level. Presumably, af:er a few years, the indigencus cadre would do more

and more of the actual consulting required in coun:ry,

Questions of payment during training, the suitability of such a program as a
function of country cevelopment level, academic resources etc. are, of

-

course, vet to be acdressed. There is, however, little doubt that the [ESC czn

L
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go further than "teaching him to fish"; they have the patential to teach the

teachers.

The prezaration of transportatle video materials - and seminars to go with
them -will be invaluable for teaching the cetails of specific industries found
tnroughout the developing world., For tezching the fundamentals of genarz!
dusiness manzgement, however, other case matarials will de less excensive
and yet highly eifective. Those of us who have taugnt mznagemant in h
ceveloping worid are continually struck dy how much easier it is to teach
from a cevaloping-country case than from a case derived from experience in
the industriaiized world. [i's surprising, but it shoulcn't be. To cepture, in
permanent form, the experience of IESC in the fiald for teaching purpcses
seems to us to oe of the highest orcer of priority. This exposure is not only
important for teaching abroad, but will be valuable at home as we 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 aicding the development process. Whether IESC volunteers
get training in case preparation or skilled case-writars are sent to [ESC siz2
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 Associ2:icn of Business
Executives), now under AID contract to offer general business instruction,
could well use such materials and could share with [ESC the responsiziiity for
developing a consulting force. To that end, such AID coniracts might well
provide funds for the IESC to cooperate in the education program. 1ESC

volunteears skilled in the management of teaching/training orzanizations could
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be invzluable.

Lastly, recognition must be given to the fact that many AID countries lack an
enirepreneurial pcol on which to base a sound cevelopment program. To nelp
cevelop such a pool, it would be invaluable to have [ESC volunteers around
ang visible as role moaels and teachers. Uniortunately, the pericd of early
&ld is just the time when such voluntesrs are iikely 10 Se missing -- there

simply aren't enough clients 1o warran: their presance.

In such cases (Haiti is an example), IESC can be made a visible presence by
using {ZSC volunteers directly on AID tasks. One such possibility is currently
oeing discussed in Haiti. The parameters should be the same as on other IESC
projects: volunteer executive carefully matched against the assignment,
availadle for a maximum 27 three montns, with explicitly indicated work to

be za2riormed.

Local counterparts will get w0 know IESC volunteers, learn of their proficien-
Cies, and the way will be paved for enterprise clients in the coming years.
AID will find these "demonstration uses" in line with its program objectives,
and will be taking zdvantaze of the overhead contributed to IESC for running

It generz organizztion.

It should be emphasized that this proposzal is put forward only for the special
circumsiances recited, and IESC volun-=ers shouid be withdrawn rfrom AID

assignments as rapidly as enterprise clients become available.

Questions are of:en raised 2tout whether IESC volunteers can be found to
serve in other than major metropolitan areas - whether the lack of creature
coraforts will deter them. BSased on interviews with IESC, we believe that
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iESC volunteers can be found for virtually any location. 'Ve believe that this
ability will be demonstrated as IESC programs move more ceeply into Airica.

Clearly, we can barely touch the potential for exganded use of IESC in our
foreign relations program in this report. Nonetheless, IESC's underutilization
demencgs an on-zoing effort -- extending beyond AID and even 1o the
Congress -- 10 fzcter this tremendous resource into  our country's
interrztional leadershin rele. 12SC's reliance on private sector volunteers
and its attention to human nesds certainly rnakes that effort transcend any
internal political toundaries. To that end, therefore, we recommend that you

establish a joint task force to adcress this opportunity.
The U.S. Private Sector and IESC.

Tne 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 carnot be allowed to distort its
fundamental mission, IESC czn be helpful.

A long-standing goal of U.S. agencies, particularly the Department of
Commerce, has been to increase :ne oroportion of U.S, firms participating in
the export trade. One of the basic problems oi such firms -- usually smaller
than the average of firms currently exporting - hzs been & lack ot familiarity
with foreign markats. The case matarial recommended ear'iar can do much
to educate American businessman in the concitions (zrd ogsoriunities) in

IESC contact market areas. 1ESC, however, can also supply direct help.

Firms new to export sometimes find that the would-be foreign purchaser
needs technical assistance. While the FMC Corporation, as an example, can

presurnzoly afford o incorporate technical assistance into a contract for the
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sele of new cannery eguipment, a merchant in Maine seexing 2 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 [ESC volunteer can assis: in setting up the new croduction line he

wants to install,

There is no question but that IESC projects result in the expor: of much
American equicment beczuse American volunteers are mos: likely to suggest
machinery with which they are familiar. The challenge is simply 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. Uncer IESC
policy, clients can have a variety of ownership providing at least 5155 of that
ownership belongs 1o nationals of the host country. Sinc2 joint veniures are
very likely to fall in<o this category, IESC voluntsers would t2 available 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 under:zking beczuse of
lack of knowlecge zbcut conditions overseas. This is typicaliy what orevents
joint ventures between U.S. and foreign firms. Would-ze 1J.S. invastors
would bz well-advised to consult with their potential partners in the couniry
concerned, anc then in turn advise the partners to discuss with =2 IESC
country director the availability of a volunteer that mignt assist in the

launching of 2 new venture at 2 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
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project, frequently consul: with visitors from :he United States who are

meeting obstacles in arranging export sales or participating in locz
investmenis. Carefully-orepared briefing materizls for such officers weuic
erabdble hem to sgell out for their U.S. visitors (zs well as for locai princizals)
the conditions for and cpcortunities of using [ESC voluntear executives o

.l a
ol

bricge any tecinica! knewiedge zep that stands in the way of 2rrznzin

[OF]

transaction the parzicinants have in mind.

Back in the United States the full export promazion rescurces of the U.S.
Departmant of Commerce are available for carrying the messzz2 :o U.S.
firms. These range from national publications (e.g. Business America) 10 2
activities of the Depariment's more than %0 field cifices. Those field office
could, in cooperation with [ESC, provide speaking engazements for local 1ESC
volunteers who have returned from assignments zbrozd. It weuld e a

relatively simpie mzaiter for [ESC rou:inel;x > iaform the a);!i:&bie

served py :nha: oflice.

It is assumed that in its activities abroad, the Internazional Communic=ztion
Agency (ICA) currently circulates information on {2SC volunteer Droi=Cts.
Tre only sugzestion that might te made in this report is that IESC csuntry
directors and ICA oifficers consuit from time to time 1O assure h2: hese
messages are being bd2amed as directly as zossidble to iocal business

communi;zties in these cauntries.
Coda.
[ESC is effective, underutilized and underfundeZ. We have sugzgested how

government can detter use it but each such step will require additionz! funds.

If those funds must come from the client companies or host countrizs, [ESC
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will end up werking at cross purseses with AID. The funds must, thereiore,
ceme ciractly from governmant and the private sector. Despite their eiforts
to raise privata fundgs, [ESC rnas fcund - as have others -- that with few
exceptions, U.S. corsorate givers nave very jimited horizons when it comes to

international programs.

Tre doiizm linz, inerefore, is thar such zdded funds - targeted, lzbelled,
coming ircm 2 wid: range oI government agencies (but all preferably
administered <tnrough a2 current AlD  conanection) must come from
government. We Delieve that as the Congress anc the Executive become

aware of the poizntial, trose funds will Se forthcorning,
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PREFACE

This report consists of an evaluation together with
reccommencations corncerning the operation of the Internaticnal
Executive Service Corps at the level of "grass roots"
develozmznt in the pocrer nations of the world The Bureau
ot Popula:ien and Humanitarian Assistance, U.S. Agency for
international Pevelopment, specifically reguested that
Robert R. Nathan Associates, Inc. (RRNA) examnine existing
IESC and AID policies, activities and constraints wish
respect to the feasibility and desireability of substantially
increassd small enterprise programming in the chort an long
run.

The present evaluation, and the recommendations harein,
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 smalil) business as in developing countries; and IZSC's
current Small Business Assistance Test Program. In adcition,
comments and suggastions were elicited frcm AID personnal in
charge of other ongoing and proposed technical assistance
programs, Ircm Xnowledgeable persons in other intecnacional
organizations and from IEZSC head office exscutives directly

and indirectly involved witn program changes.

11 CI;Z’,



The worl:
in Annex A to
the personnel

order objective and scope of work are contained
this report. Annex B contains the names of
contacted during the course of this evaluatiocn.
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SUMMARY

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 indirestly, to increase local income, erployment 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
schcols, hezlth clinics and other institu:iions provide
better services to the disadvantaged population in many
cevelcping countriz2s. There has been no active progran tc

develcp these types of projects, hcwever, 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 procrammiag —- t5 the hest of

- o dm

its ability -- in line with congressional mandates. & star:

in the direction of increased grass roots involvemant was
made in August 1976 upon commencament of the Small Business
_d——\

Assistance Ta2st Prcaram.



The proper role of IESC :is £illing the technical
assistanca gap batwesn its traditional large fes-paying
clients and the micro businesses. Because lack of financial
assistance 2s 211 as manacerial know-how is a sericus

[31)
t—
(=

constraint on sn business ceveliopment, volu teers should
.l

Se prcgrammecd w erever possible with credit angd capital
————
Sources serving the yrass roots environment,

Providing organizaticnal ang managerial assistance o
sponsoring institutions can have a multiplier effect in the
grass roots. Volunteers can also "reach through" sconsors
to provide person-to-perseon technical assistance with the
sponsor's small business benaiiciaries.

Recommendations for achieving a significantly larger
IESC involvement with small scale enterprises inaclude:
(1) immecdiate Freparation of a concise Yet penetrating
report on the results of IESC's test program to date ancd
circulation of this recost tircughout the organization;
(2) the additioa of a Toving representative in each region
whose primary purpose would be identifying potential local
sponsors/catalvsss and following through with discussions
leading to small business assistance agreements: (3) assessing
the roster of exescutive volunteers with resoect to recruiting
needs for suoplying more "generalists" for longer terms %han
is usually the case for traditional projects; (4) estimating
country by country, the raguiremants and costs associated
with providing additional supporting manpower and services

(31

which are likely to be required for grass roots operations,
and (5) enlisting the assistance of AID to provide a listing
oI potential sponsors from the Regiconal Sureau's cuvrrent ard
dropcsad programs and from the other private voluntary

organizations which AID suzocerts.

3()



Given the financial structure ol IESC's operations, %he
magnitude of IESC's grass roots involvement will depens
heavi&y on the size of AID's annual contribution, 1In order
fer IESC to achieve its "major impeace" throuch small anter-
FPrises by 1982, the annual grant pProjected for that vear
will range from 50 to 100 bpercent higher than the current

$4 million level, deperding on alternative assumpticns as to
fees collectable from grass roots projects.



