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ADB
AEF
AfDB
AMSCO
APDF
APSO
ASECA
ATMS
AUSAID
BAS
BESO
BUNT
CDB
CbC
CESO
CIDA
DANIDA
EBRD
EC

ECIP
EC-PHARE
EDL
ESSA

EU
EXIM
FinnFund
FINNIDA
FDI

FIAS
FMO
FSU
IADB
IBRD
ICDS
IDA
[ESC
IFC

IFU

IMF
KHF
MIGA
MPDF
NIB
NORAD

ODA
OECD
PBAS
PDF
PUF

3p
SIDA
SME
SPPF
TATF
TRADENZ
UNDP
USAID
USTDA

Asian Development Bank

Africa Enterprise Fund

African Development Bank

African Management Services Company

Africa Project Development Facility

Agency for Personnel Service Overseas

Asesorfa Empresarial Centroamericana

African Training and Management Services
Australian Agency for International Development
Business Advisory Service for the Caribbean and Central America
British Executive Services Overseas

Business Development Utilizing New Technology
Caribbean Development Bank

Commonwealth Development Corporation
Canadian Executive Services Overseas

Canadian International Development Agency
Danish International Development Agency

European Bank for Reconstruction and Development
European Community

European Community investment Partners

European Community-Action Plan for Coordinated Aid to Poland and Hungary
Enterprise Development Limited

Enterprise Support Service for Africa

European Union

Export-Import Bank of India

Finnish Fund for Industrial Cooperation Limited
Finnish International Development Agency

Foreign Direct Investment

Foreign Investment Advisory Service

Nederlandse Financierings-Maatschappij voor Ontwikkelingslanden NV
Former Soviet Union

Inter-American Development Bank

International Bank for Reconstruction and Development
Industry Council For Development Services BV
International Development Association

International Executive Service Corps

International Finance Corporation

Industrialization Fund for Developing Countries
International Monetary Fund

UK Know-How Fund

Multilateral Investment Guarantee Agency

Mekong Project Development Facility

Nordic Investment Bank

Norwegian Agency for Development Cooperation
Overseas Development Agency

Organization for Economic Cooperation and Development
Polish Business Advisory Service

Project Development Facility

Pacific Island Investment Facility

Micdzynarodowa Pomoc Polskim Przedsicbiorstwom
Swedish International Development Cooperation Agency
Small-to-Medium-Sized Enterprises

South Pacific Project Facility

Technical Assistance Trust Funds Program

New Zealand Trade Development Board

United Nations Development Programme

United States Agency for International Development
United States Trade and Development Agency
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MESSAGE FROM THE EXECUTIVE
VICE PRESIDENT TO THE
DONOR COMMUNITY

We have already arrived at that time of year when
we review and assess what we—in partnership with
the Donor Community—have been able to accom-
plish over the past 12 months. As was the situation
a year ago, we intend that this year’s report reflect
IFC’s commitment to providing a full briefing on the
work being carried out under our donor-supported
technical assistance programs. In addition, with the
backdrop of I[FC’s 40th anniversary celebration, the
reflective mood that we now find ourselves in—as
we take stock of where we are as a Corporation and
where we are headed—is intensified. It is thus espe-
cially important, in this context, that we give close
attention to the underlying trends and innovative
new directions in the technical assistance arena
given that such activities are often an important leading indica-
tor of newer countries, regions, and sectors where IFC’s invest-
ment operations may be headed in the future.

AAAAA

As always, it is a truly great honor for me, on behalf of IFC and its
Management, to express our gratitude to each and every one of
you in the Donor Community for the vital role that you continue
to play in the success of our technical assistance programs. These
achievements are amply detailed in this report which is focused
primarily on the fiscal year just concluded. Highlighted are some
of the initiatives taken in newer sectors, such as health care, edu-
cation, and microenterprise financing—along with other areas
that have traditionally been the focus of the Corporation’s invest-
ment and technical assistance activities: state enterprise privatiza-
tion; small and medium enterprise support; capital markets devel-
opment; management training; private provision of infrastructure
and evironmental evaluation and analyses.

IFC’s medium-term strategy has been discussed with the Board
recently in the course of the review of the Corporation’s “Three
Year Plan, FY97-99 and FY97 Business Plan and Budget
Framework.” The main focus of the strategy is on efforts to
enhance IFC’s development impact by strengthening its role and
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expanding the scope of its activities where needed—as an inte-
gral part of the World Bank Group. One new component of this
strategy—formally approved by the Board in early September—is
“Extending IFC’s Reach: Initiative to Enhance IFC’s Development
Impact.” This is a three year pilot program to promote private
séctor investment in a selected group of sixteen countries where
IFC’s activity has been limited or non-existent as a result of diffi-
cult country conditions. In this context, as well in the framework
of ongoing operations, the delivery of high quality technical assis-
tance services will remain at the core of the Corporation’s corpo-
rate strategy. Private sector development in nearly all of the
countries of mutual interest is characterized by dynamic expan-
sion—which is, in no small way, being driven by globalization
and the growing linkages developing between your own respec-
tive economies and those of the countries receiving technical
assistance. IFC’s own FY97 technical assistance agenda must
therefore be influenced by evolving trends and future directions
of your individual bilateral aid programs about which we expect
to learn more when we get together.

This leads me to the closing observation that the success of our
future technical assistance services depends to a large degree on
the inputs we receive directly from you—at Breakfast Meetings as
well as throughout the year. We hope that this report stimulates as
productive a dialogue on October 2, 1996 as it did during last
year’s Meeting. So that we might focus on the more important
issues, please inform Nissim Ezekiel or Alakadri Bose in advance of
the forthcoming Meeting of particular discussion points you would
like to see raised.

Looking forward to seeing each of you again soon.

Jannik Lindbaek
Executive Vice President

September 1996



. OVERVIEW OF [FC'S DONOR-SUPPORTED

TECHNICAL ASSISTANCE PROGRAM

Background

IFC's primary objective is to
stimulate efficient and environ-
mentally sound private sector
development in emerging
markets through direct invest-
ment and mobilization activi-
ties, as well as by helping
improve the policy and regula-
tory framework for private
domestic and foreign invest-
ment. In support of this objec-
tive, IFC has—since the early
1980s—carried out a compre-
hensive donor supported tech-
nical assistance program
encompassing several interre-
lated but focused initiatives.
This program—which has
added a new dimension to the
Corporation’s activities—is a
major complement to IFC’s
ongoing budgetary and staff
support for technical assis-
tance and advisory efforts in
areas such as capital markets
development and private pro-
vision of infrastructure. In
addition, technical assistance
efforts are embedded in the
Corporation’s mainline project
financing function (through
intensive project evaluation
and structuring efforts). This
comprehensive technical assis-
tance program is based on a

4

major collaboration between
the Donor Community and
IFC, and now includes the fol-
lowing components (each one
is described in detail later in
this report):

e Technical Assistance Trust
Funds Program (TATF);

e Project Development
Facilities/Business Advisory
Services (PDFs/BASs):

— Africa Project
Development Facility
(APDF)

— African Management
Services Company
(AMSCO/ ATMS)

— Business Advisory
Services for the Caribbean
and Central America (BAS)
- Mekong Project
Development Facility
(MPDF)

— Polish Business Advisory
Service (PBAS)

- South Pacific Project
Facility (SPPF)

* Foreign Investment
Advisory Service (FIAS);
and

e Privatization Activities in
the Former Soviet Union
(FSU).

This comprehensive program
essentially comprises four main
elements. TATF is supported
by a growing number of bilat-
eral trust funds provided by
individual donor countries
(including newer participants
like Ireland, Israel and New
Zealand) and multilateral
agencies (such as the EC), and
is administered by the
Corporation under the articles
of individual trust fund agree-
ments negotiated between the
donor concerned and IFC.
These trust funds are utilized
(in close consultation with the
donors concerned) to support
individual projects which gen-
erally involve the preparatory
phase of investment proposals
(including analysis of environ-
mental aspects), and, increas-
ingly, advisory work in areas
such as privatization, capital
markets, and private provision
of infastructure. A detailed dis-
cussion of this program fol-
lows in Section 2 and includes:
a focused discussion on TATF’s
support for IFC’s environmental
approach to ensure that pro-
jects are sustainable, and to
catalyze private investment in
the environment through a
proactive role (Annex I); and
illustrations of a broad range
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Zimbabwe: Chiparawe Irrigation Dam
Earthworks in progress; the project
will ensure year-round supply of water
to Chiparawe Farms and downstream
users.

of TA proposals supported by
this program (Annex ).

The PDFs/BASs element com-
prises six regional/country spe-
cific initiatives (e.g. APDF)
which are supported by
groups of donor countries and
multilateral agencies and
administered by IFC. The
essential purpose of these ini-
tiatives is to provide technical
assistance support in the areas
of: project preparation and
structuring, training, and oper-
ational assistance to small and
medium-sized enterprises
(SME), generally sponsored by
local entrepreneurs. This year,
IFC, as usual with the help of
the donor community, has
expanded the regional focus
of such activities with a major
initiative for the Mekong
region. These initiatives are
described further in Section 3.

The Foreign Investment
Advisory Service (FIAS)—creat-
ed by IFC in 1985, and cur-
rently operated as a joint-ser-
vice between IFC and the
IBRD—advises governments of
developing and transition
countries on how to enhance
their policies, programs and
institutions in order to attract

a greater volume of beneficial
foreign direct investment
(FDI). The work of FIAS is sum-
marized in Section 4.

Finally, there is IFC’s technical
assistance program in the
Former Soviet Union (as pre-
sented in Section 5). This
essentially involves major sup-
port to privatization and capi-
tal markets development
activities in the region, sup-
ported primarily by funding
from USAID and the UK
Know-How Fund but increas-
ingly also benefitting from
support from other donors
through the TATF program.

IFC believes that the compre-
hensive program discussed in
this report continues to
advance the mutual objec-
tives of all of the partners
involved in this collaboration,
viz., the developing countries;
the donor community; and
IFC. While making a useful
contribution towards these
shared objectives, the pro-
gram has supported a diverse
group of entrepreneurs—
including SMEs—and has
assisted governments con-
cerned in developing critical
policy and institutional
changes required to enhance
prospects for sustained pri-
vate sector-led growth.



IFC’s Overall Strategy

The technical assistance and
advisory activities carried out by
the Corporation with donor
support need to be viewed
against the framework of IFC’s
overall strategy and approach
for enhancing developmental
impact. These were most
recently summarized in the
Corporation’s Three Year Plan,
FY97-99, and FY97 Business Plan
and Budget Framework discussed
by the IFC Board of Directors in
May 1996. IFC’s global strate-
gies have traditionally com-
prised three main components:
technical assistance and adviso-
ry work; net investment for the
Corporation’s own account;
and mobilization of additional
capital from other investment
sources. These three compo-
nents are often closely inter-
linked in terms of their econom-
ic and developmental impact at
the country level. Disseminating
the lessons arising from IFC's
extensive advisory and transac-
tions base is also becoming an
increasingly important part of
IFC’s strategy for promoting
efficient private sector develop-
ment. This is being accom-
plished through a series of pub-
lications under a “Lessons of
Experience” series which focuses
on topics such as privatization,
capital markets development,
and private infrastructure
provision.

The fundamental principle of
the Corporation’s approach to
its technical assistance activi-
ties is similar to that which
underpins IFC’s investment
activities. This principle entails
utilizing the unique private
sector experience and staff
expertise that have been accu-
mulated over a forty-year peri-
od and leveraging them to an
optimum level through the
mobilization of additional
resources from international
capital markets to support
investment activity, and from
the Donor Community to sup-
port the project preparatory
and advisory activities.
Reflecting market trends, there
has been a very rapid increase
in the demand for the
Corporation’s investment
activity—which has grown by
about 17% annually since the
US$1 billion 1991 General
Capital Increase; net invest-
ment is expected to grow fur-
ther by about 7% annually
during FY97-99, reaching a
level of US$3.7 billion in FY99
from US$2.85 billion in FY95.
The support provided by
donors for advisory activities
thus enables the Corporation
to supplement its own direct
budgetary (and staff) alloca-
tions for advisory work, and
utilize its internally generated
capital in the form of retained

Impacts on wildlife habitat

and floodlands must be carefully
assessed in the establishment of
ecotourism operations.
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earnings—for maximizing the
investment support extended
to private companies in devel-
oping countries.

Support from the Donor
Community

Table 1 below provides an
overview of the cumulative
donor funding of the
Corporation’s comprehensive
technical assistance program.
It should be noted that this
information, and, in particular
the dollar figures shown, are
approximate and are subject
to rapid changes as replenish-
ments are agreed upon by
individual donors, and as
exchange rates fluctuate.
These numbers are thus reflec-
tive more of the order of mag-
nitude of the support provid-
ed by the Donor Community,
rather than as an accounting
statement of the program.
Overall, donor contributions
have accounted for about
85% of the more than
US$330 million of cumulative
total cash costs of the various
initiatives involved. This
reflects the true strength of
the partnership, with IFC pro-
viding overall coordination

and expertise for implement-
ing the program, along with
almost 13% of the total cash
funding needed. Hence, IFC,
besides its know-how, has
provided US$1 for every US$8
needed—with the donor com-
munity contributing the major
part of the funding and
appropriate linkages (sponsor-
ship, technical know-how and
facilities). The Bank Group'’s
contribution is more than
one-sixth of the total support
of some US$280 million by
the Donor Community.

The World Bank’s own direct
cash contribution to the IFC
technical assistance program
(as shown in Table 1) reflects
only the specific budgetary
support to FIAS operations. It
should be noted that, as a
member of the World Bank
Group, IFC interacts with the
Bank in a wide variety of
ways, and benefits from this
structure on an ongoing basis
in ways significantly greater
than indicated solely by the
dollar volume of the FIAS con-
tribution. As one additional
example, the Bank has
through FY96 provided direct
budgetary support to IFC’s
capital markets advisory work
and technical assistance activi-
ties, and this has recently
amounted to over US$2 mil-
lion annually.



Notes:

* Indicates Contribution-in-kind.

TATF includes One-time Funding for Specific
Projects (excluding EC/IFC Equity Line of
ECU 5 million); includes IFC’s recent
$ 1M contribution.

PDFs/BASs comprise AMSCO, APDE BAS,
ESSA, MPDE PBAS and SPPF.

MPDF is included in the PDFs/BASs; so far,
IFC and the Government of Australia
have made firm commitments totaling
US$4.6M; in principle contributions
totaling some US$11.4M have been
secured from EC and the Governments of
Norway and Switzerland.

FIAS is a joint service supported by (FC and
the World Bank.

FSU refers to IFC’s Privatization Activities in
the Former Soviet Union.



The broad and
continually expanding
donor base of IFC’s
TATF program is

significant because...

it enables the
Corporation to seek
out technical
expertise...from the
most suitable sources
worldwide...thereby

making the whole

program effectively

“untied.”
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The broad and continually
expanding donor base of IFC's
TATF program is significant
because, in addition to the
volume of funds available, it
enables the Corporation to
seek out technical expertise for
individual projects and advisory
tasks from the most suitable
sources worldwide, rather than
being unduly constrained by
the availability of specific
donor funding, thereby mak-
ing the whole program effec-
tively “untied.” Traditionally,
IFC has supported most of
these programs by both cash
contributions as well as by
contribution of staff resources.
Beginning with FY97, IFC’s
Management has proposed
and the Board has approved a
new budgetary allocation of
$1 million to the TATF pro-
gram; this will both increase
the resources available for
technical assistance activities
as well as provide added flexi-
bility by allowing the combina-
tion of “untied resources” with
individual trust fund support.

Looking Ahead

During recent years, the TATF
Program, had been making
annual commitments of about
US$6 million to support about
60-65 TA transactions. As indi-

cated in last year’s report, FY96
commitments have greatly
expanded to some $11 million
to support more than 80 TA
projects due to availability of a
substantially increased contri-
bution from Japan, and replen-
ishments from Australia,
Ireland, ltaly, Switzerland, the
United Kingdom, and the
United States. Looking ahead,
this trend is expected to be
sustained because of additional
contributions being discussed
with several donors, including
Canada and the European
Commission.

The PDFs/BASs in selected
regions continue to make
progress in developing entre-
preneurs for small and medi-
um sized (SME) enterprises,
including the upgrading of
local skills. APDF has entered
its third cycle after two suc-
cessful phases, and SPPF has
entered its second cycle after a
successful initial phase. PBAS
having made great strides in
the field of upgrading local
skills, and BAS having operat-
ed successfully since its incep-
tion in 1981, are both enter-
ing the final phase of transi-
tion to local affiliates. In addi-
tion, IFC recently launched the
Mekong Project Development
Facility (MPDF) for which sig-
nificant “in principle” support
has already been secured from
several donors (Switzerland,



EC, Norway) with others
expected to join; IFC and
Australia have already commit-
ted funding for MPDF.

FIAS, having completed its
eleventh year, continues to
contribute towards creating a
climate conducive to private
sector development through
accelerated foreign direct
investment—thus far involving
more than 90 countries. The
opening of FIAS's first regional
office in Sydney has enabled it
to provide expanded services in
the Pacific region. During FY96
FIAS completed 31 advisory
projects, of which 27 dealt with
new subjects, while 4 were
concerned with finding ways to
implement earlier FIAS advice.
In addition, FIAS sponsored
three major conferences—two
focused on FDI in Infrastructure
(in Central and Eastern Europe
and in Africa) and one dealing
with competition and incen-
tives for FDI in Asia.

Looking to the future, IFC
strongly believes that it can
maintain, and even expand—
given the significant growth in
TATF and launching of MPDF—
its comprehensive technical
assistance program-—with
expected expansions in both
the volume and nature of TA

initiatives. To achieve this pro-
gram, IFC must count on hav-
ing the continuing and gener-
ous support, advice, and coop-
eration from the Donor
Community, which has been
both the foundation and hall-
mark of the build-up of IFC's
comprehensive technical assis-
tance program.

IFC is also conscious of the
need to further diversify its
Donor Community to include
countries not traditionally
included in this category—but
which have an increased ability
to make contributions because
of the recognized capacity of
firms and consulting organiza-
tions in their fast growing
economies. Already, the pro-
gram benefits from such in-
kind support from India; in
addition, we have expanded
the program through support
from Israel and New Zealand.
IFC has also begun the process
of approaching other countries
such as Malaysia and
Singapore—and plans to
approach others such as Brazil,
Korea and Thailand—to partici-
pate in this effective TA pro-

A new 100-room resort hotel,
The Liberty Club, is being built in
Grenada. BAS successfully
assembled a financing package
and found additional equity
investors for the project
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gram. Companies from these
countries are now increasingly
active as foreign investors and
advisors in overseas markets—
and in some cases their
approaches and technologies
may be uniquely suitable for
developing country needs.

Subjects For Discussion

Given last year's encouraging
participation and productive
interaction by the Donor
Community, we expect an
increased level of participation
this year during which specific
issues may be raised by
donors; however, it may be
useful to highlight some of the
issues that could benefit from
further attention by the Donor
Community and IFC in order
to make the existing collabora-

tion even stronger and more
effective:

e changing focus of donors’
developmental activities
and budgets.

e continuing donor support
for specific initiatives and
new directions.

e flexibility in utilization of
donor funds, and broaden-
ing of focus to improve uti-
lization.

e extension of future interac-
tions between the Donor
Community and IFC (with
a view to improving under-
standing of the broader
range of developmental
activities of donors and
IFC—potentially improving
the synergy and efficiency
of these efforts).
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2, TECHNICAL ASSISTANCE TRUST FUNIDS
PROGRAM (TATH

Introduction

The Technical Assistance Trust
Funds Program (TATF) is one
of the cornerstones of IFC’s
technical assistance effort. The
TATF Program has brought a
new dimension to the
Corporation’s operational and
advisory work by enabling IFC
to be involved in the prepara-
tory phase of selected invest-
ment projects, and in a broad
range of privatization advisory
and other business develop-
ment initiatives. The program
thus enables IFC to combine
its know-how and experience
with resources from the Donor
Community for the benefit of
private sector development in
developing countries.

The TATF Program was insti-
tuted in 1988 by IFC. The trust
funds that support the pro-
gram have been established
by bilateral and multilateral
donor agencies and managed
by IFC. The objectives of the
trust funds are: to help IFC
identify and help develop
potentially attractive business
concepts and viable projects—
of mutual interest to IFC and
the Donor Community—at an
early stage of development; to

14

Technical Assistance Trust Funds Program

create private sector opportu-
nities and expertise among
IFC-supported enterprises;
and, more recently, to identify
opportunities and coordinate
technical assistance activities
focused on the development
of financial and policy environ-
ments conducive to private
sector investment.

IFC currently manages—
through this program—25
technical assistance trust funds,
established through collabora-
tions with the European
Community, and the
Governments of Australia,
Canada, Denmark, Finland,
India, Ireland, Israel, Italy,
Japan, Netherlands, New
Zealand, Norway, Sweden,
Switzerland, the United
Kingdom and the United
States of America. Through
FY96, cumulative contributions
of US$45 million have been
provided by the donor com-
munity to assist the
Corporation in implementing
technical assistance work.

Since inception of the TATF
program in FY89, some 330 TA
projects have been approved
for funding by donors, reflect-
ing more than US$33 million
of commitment of funds to
support TA assignments coor-
dinated through TATF.

Particularly significant in this
regard, these donor supported
trust funds strengthen IFC's
ability to extend and deepen
its role as a provider of devel-
opmentally important technical
and advisory assistance in rela-
tively more difficult regions
and sectors; for example,
through supporting “lead”
involvement by IFC in emerg-
ing countries, or on interesting
business opportunities in rela-
tively smaller or innovative pro-
jects. These TA activities might
not have been possible with-
out the availability of the trust
funds resource thereby impart-
ing an element of additionality.

Resource Mobilization

Since last year’s “Report To The
Donor Community,” two new
trust funds have been estab-
lished—with the Governments
of Israel and of New Zealand;
these valuable new resources
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have been complemented by
replenishments totaling nearly
US$11 million equivalent by
the Governments of Australia,
Finland, Ireland, Italy, Japan,
Switzerland, the United
Kingdom and the United
States. In addition, IFC is initi-
ating discussions for establish-
ment of trust funds with a
number of other countries—
such as Singapore, Malaysia,
Korea and Brazil—who could
contribute resources and
regionally important expertise
suitable for developing coun-
tries” needs.

As indicated above, IFC's
Board has also approved a
US$1 million budgetary alloca-
tion for FY97 to the TATF pro-
gram from its own resources.
This new resource will comple-
ment existing trust funds and
introduce further flexibility in
TATF operations.

Program Highlights:
FY89-96 Achievements

TATF's resources and commit-
ments have risen in response
to a growing demand for the
support they provide—from 15
projects approved in FY89
involving slightly over US$1.5
million in commitments, to 83
projects supported in FY96
with some US$11 million in
commitments—a seven-fold
increase in dollar terms. As is

illustrated in the accompany-
ing charts, the TATF Program
has achieved a reasonably bal-
anced regional and sectoral
coverage, supporting and
extending IFC operating capa-
bilities, and introducing techni-
cal expertise sourced, where
appropriate, from the donor
countries. The attached Annex
Il to this section highlights
some two dozen recent TATF
supported projects (most
approved during FY96), reflect-
ing this breadth of coverage.

During its eight years of oper-
ation ending FY96, TATF has:

* mobilized resources of over
US$45 million through 25
trust funds established by
17 donors; about one-third
of the trust funds are tar-
geted for Eastern and
Central Europe including
the FSU;

¢ supported some 330 TA
projects involving a com-
bined commitment of over
US$33 million; so far, at
least one in three TA
assighments, focused on
feasibility and project
preparatory work, has
become an IFC investment;

M1 S S0

The Technical
Assistance Trust Funds
Program (TATF)
enables IFC to combine
its know-how and
experience with
resources from the
Donor Community for
the benefit of private
sector development in

developing countries.
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helped establish and oper-
ate the IFC/EC Equity Line
with ECU 5 million of initial
contribution for supporting
relatively smaller projects in
selected regions; after a
slow start, several proposals
for EC equity investments—
in parallel with IFC—are
currently under active con-
sideration by the EC;

strengthened the ability of
IFC to work in developmen-
tally key areas that are
strategically focused for pri-
vate sector growth—e.g.,
capital markets develop-
ment, infrastructure, envi-
ronment, SMEs—with over
half of TA projects approved
during FY96 involving one
of these areas; and

coordinated increasing
interaction with the donor
community through: field
visits; meetings in
Washington with cofinanc-
ing delegations; participa-
tion in IFC promotional
seminars; and, as appropri-
ate, arranging opportuni-
ties for IFC’s operating and
support departments to
discuss directly with select-
ed donors the results of TA
projects.

Operating Results: FY96

In FY96, TATF again increased
its scope of activities, in terms
of levels of funding support,
and the range of activities sup-
ported. Projects approved
reflect a representative mix of
support for investment pro-
jects, along with support for
advisory services to
Government—mainly on capi-
tal markets development
through institution-building—
and a range of developmental-
ly significant assignments in
the infrastructure area.

Along with preparatory work
in more traditional sectors,
such as agribusiness, cement
and forestry related industries,
the operating results for FY96
reflect the role of TATF in
strengthening the
Corporation’s ability to work
on strategically focused areas
for private sector growth—
e.g., capital markets develop-
ment, infrastructure, environ-
ment, advisory services, and
SMEs. Slightly over half of TA
projects approved during FY96
involving one of these areas.
Figures 1 & 2 show the
regional and sectoral break-
downs of technical assistance
projects supported for FY96, as
well as for the cumulative peri-
od since its inception; Figure 3
lllustrates the rapid growth of
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TATF’'s resources and
commitments have

risen in response

to a growing demand
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for the support they
provide...83 projects
supported in FY96
with some

US$11 million in
commitments...a
seven-fold increase
since its inception in

FY89....

the TATF program since its
inception.

Moreover, through TATF, IFC
may be able to conduct—uti-
lizing consultants supported
by the trust funds—indepen-
dent and objective assess-
ments (on, say, environmental
issues) required to prepare an
investment project, to under-
take developmentally impor-
tant advisory work, or to pre-
pare projects in cases where
internal resource constraints
would limit that option.

Japan Comprehensive Fund

The Japan/IFC Comprehensive
Fund—finalized in October,
1995—has made a strong
contribution to the FY96 TATF
program. The impact of this
resource has been particularly
evident on the Corporation’s
ability to undertake TA pro-
jects with broader sectoral and
regional focus—and wider dis-
tribution of benefits—and to
support TA proposals with
strong developmental impact
and potentially important
innovative work that might
open up new avenues for
appropriate private sector
involvement.

New Client Countries

There are a number of newer
countries which received TATF
support for the first time.
These include Moldova and
Armenia (both agribusiness),
Georgia (glass works),
Macedonia (textiles), and
Tajikistan (metals refining).

Multi-Donor Projects

In FY96, TATF again played an
important role—through sup-
porting consultants to comple-
ment IFC’s own staff—in mak-
ing possible the implementa-
tion of several potentially signif-
icant “mega” TA projects, fund-
ed through grants from multi-
ple donors. In the Czech
Republic, preparatory assis-
tance was provided to help the
Nova Hut steel complex to
position itself—subsequent to
the restructuring and privatiza-
tion envisaged—for cost-effec-
tive production of quality steel
goods that could compete in
international markets, based on
a combination of technology
upgrades, focus on selected
products, and existing compar-
ative advantages. Support from
multiple donors was also
secured for privatization work
on projects in Uganda (national
telecommunications company,
involving a range of technical,
legal and management exper-
tise); and in Pakistan, for assis-



tance on privatization of the
Faisalabad Area Electricity
Board.

A project identification and
development technical assis-
tance initiative—focused on
specific investment opportuni-
ties. In forestry-related indus-
tries—is currently underway;
this covers selected projects in
Baltic Republics and Western
Russia, and builds on (i) exist-
ing sector studies covering the
region; (ii) IFC’s regional and
industrial expertise; (iii) special-
ized “know how” and in-depth
regional experience of consul-
tants from donor countries.

Conferences and Seminars

TATF was also an active player
during FY96 in the
Corporation’s effort to pro-
mote broader familiarity with
IFC’s activities—in particular,
its commitment to technical
assistance as a critically impor-
tant tool for private sector
development. Mr. Lindbaek
was this year’s keynote speaker
in plenary session of a major
global conference sponsored
by the European Communities
Investment Partners (ECIP) in
February, in which Mr. Ezekiel
also spoke to share IFC’s expe-
rience on the privatization of
infrastructure services. TATF
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staff were also involved in IFC
promotional roadshows with a
strong focus on the
Corporation’s technical assis-
tance activities, to “spread the
word” about TATF resource in
selected forums, and about
opportunities for firms from
donor countries to access
them; these forums included,
participation by both govern-
ment and business groups in
Ireland, India, Italy, and the
Netherlands.

FIGURE 1

Operating Results—FY96
(83 Projects)

Advisory Work 17%

Investment:
* Projects in
sectors 27
* Fact-finding
misc. TA work 1

Operating Results—FY89-96
(328 Projects)

Advisory Work 16%

Investments—
Strategic Focus

19




IFC co-sponsored—with the
World Bank and the
Government of Italy—a pio-
neering seminar in
Mozambique on identifying
and removing “second-tier”
constraints to private sector
economic development and

foreign investment; in addition

FIGURE 2 to significant attendance by

private sector representatives

Summary of TA Projects at the request of the

by IFC Region—FY96
(83 Projects)

Latin America
and Caribbean Global/Special
7% 6%

Sub-Saharan
Africa 17%

Europe

Asia 259

N

Viiddle'
North Africa 11%

Summary of TA Projects
by IFC Region—FY89-96
(328 Projects)

Latin America
and Caribbean Global/Special
13% 5%

Sub-Saharan

Africa 19% Europe

26%
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Government of Mozambique,
this work will be ongoing
through FY97. Participating
were members of
Government, representatives
of Government of Italy (which
provided funding support),
and specialists in this area.

Progress on
Priority Areas

FY96 has seen substantial
progress on a number of “pri-
ority areas” identified in last
year’s Report:

* supporting technical assis-
tance and advisory services
in countries where the initial
cost of doing business and
structuring projects is higher
because of the early stage of
policy reform and/or the
transitional nature of the
economies in question;

e assisting to implement

IFC’s focus on the develop-
ment of infrastructure and
capital markets through
supporting preparatory and
implementation work as
well as to support the TA
needed to strengthen the
policy framework and insti-
tution building;

* supporting the growing
demand for IFC’s advisory
services—privatization in



particular—in a cost-effec-
tive manner; and augment-
ing IFC’s capacity to
address and evaluate pro-
ject-related environmental
issues; strengthen environ-
mental policy formulation
in developing countries,
including environmental
awareness and skills
through focused training
arrangements.

During FY96, TATF has placed
increased emphasis on arrang-
ing opportunities for [FC’s
operating and support depart-
ments to discuss directly with
visiting donors the results of
TA projects approved in meet-
ing mutual objectives, and to
explore opportunities and con-
straints regarding program
management and impact.
These discussions appear to
have helped to enhance
understanding of TA assign-
ments under implementa-
tion—both through increased
availability of most current
information on these—and the
nature of delays and conse-
quent developments impact-
ing TA work.

Also as highlighted in last year’s
Report to the Donor
Community, the TATF reporting
function has been significantly
strengthened. In addition, the

direct communication between
Donor representatives and task
managers of TA projects has
been expanded in order to
facilitate a greater level of inter-
action. Overall these steps have
helped ensure a more timely
“retirement” from active report-
ing of those authorized TA pro-
jects for which prospect of
implementation appears unlikely.

We remain concerned—as has
been discussed over the past
year, both within IFC and with
some donors—about achiev-
ing a speedier rate of utiliza-
tion of some of the trust
funds. While recognizing that
the TATF will to a considerable
extent remain a demand-
driven service, the program
has undertaken a number of
specific internal initiatives
within the Corporation to
assure familiarity with the
availability of, and operating
parameters for accessing, the
trust funds. These steps
include: regular reports to
managers on program results
on a quarterly basis, and pre-
sentations for potential users
in selected promotional
forums. We also have in
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FIGURE 3

TATF Program Growth, FY89-96

By Number of Projects Approved
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advanced stages of develop-
ment several “user-oriented”
information and processing
products.

We are therefore hopeful that
one result of the several initia-
tives underway would be a
growing range of opportuni-
ties overall—on the part of IFC
staff—for productive contacts
with external counterparts—
e.g., local sponsors, potential
foreign sponsors, operating
groups, consultants, other
development institutions—on
a more frequent basis. The
purpose is a general broaden-
ing of familiarity with this col-
laboration between IFC and
the donor community, and
creation of ready channels for
increased awareness of this
resource, especially for certain
regions, to ensure an
improved rate of utilization.

Looking Ahead
Disbursement

For some projects, disburse-
ments have in past lagged
substantially behind the com-
mitment for funding support.

IFC is now in the process of
carrying out a comprehensive
review of all ongoing TA pro-
jects to identify those where
progress (as measured by dis-
bursements) has been slower



than expected. Reports will be
made to donors on specific
cases where newer implemen-
tation schedules need to be
implemented, or where cancel-
lation of a particular committ-
ment may be more relevant
(with the funds returned to the
unutilized pool).

Developmental Impact

IFC is also now in the early
stage of preparing—in line
with the increased emphasis
on development impact of the
World Bank Group activities,
and amongst the Donor
Community generally—an
internal self-assessment of the
developmental impact contri-
bution of TA assignments sup-
ported through the TATF pro-
gram. The longer-term aim of
this effort is three-fold: (i) to
find ways to identify and give
increased priority during FY97
(and beyond) to those activi-
ties with prospect for favorable
developmental impact; (ii) to
characterize results of the
assessment somewhat more
systematically, and (jii) to
share results with the Donor
Community, so that results

should, in due course, lead to
more effective synergies and
more effective use of increas-
ingly scarce aid resources.

Conclusions

Overall, the TATF program is
making favorable progress in
supporting the objectives, and
providing the benefits, envis-
aged; it also appears to be
well-positioned to support an
increasing volume of work
projected to be handled over
the next few years. With con-
tinuing availability of expand-
ed support—as experienced in
FY96—an annualized volume
of over 100 projects and some
US$12 million in commit-
ments could be reached by
FY98—approximately double
the operating results reported
for FY95. More important than
the focus on volume of new
committments and approvals
will be efforts to ensure pro-
ject implementation and to
more rigorously demonstrate
development impact.

In addition, the “Extending
IFC’s Reach” Initiative is likely
to further broaden the
Corporation’s role in countries
where private sector develop-
ment faces the toughest chal-
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we would expect to
see continuing growth
in TATF activities,
including increased
involvement in new

areas where high-

quality technical
assistance may be a key
factor in promoting
private sector

development
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lenges. It is in these country
situations that newer demands
for technical assistance and
advisory services could arise;
and it is precisely in such
developmentally challenged
environments where TATF
resources could be
productively utilized.

Given the key role played by
technical assistance in promot-
ing private sector develop-
ment—and given the growing
awareness within the
Corporation of the synergies
that are possible through com-
bining IFC’s technical and

regional experience and the
resources made available
through TATF—including
access to specialized technolo-
gies and expertise—we would
expect to see continuing
growth in TATF activities,
including increased involve-
ment in new areas where high-
quality technical assistance may
be a key factor in promoting
private sector development on
a sustained basis over a longer
term horizon.



ANNEX [ TATF SUPPORT FOR IFC'S

ENVIRONMENTAL PROGRAM: AN EFFECTIVE
PARTNERSHIP FOR SUSTAINABLE DEVELOPMENT

I[FC’s approach to the environ-
ment is to ensure that all IFC
projects are environmentally
sound and sustainable, and to
take a proactive role in devel-
oping new ideas and initiatives
to catalyze private sector
investment in the environ-
ment. Through this approach,
IFC aims to influence the new
paradigm of private sector dri-
ven development so that lead-
ing private sector companies—
especially those active in sensi-
tive natural resources and
infrastructure development
areas—along with other key
players—such as with NGOs,
academia, and multilateral
financing institutions—can
agree on broadly accepted
~guidelines covering invest-

“ “me'nts in developing countries.

IFC’s donor supported Technical
Assistance Trust Funds (TATF)
play an important role in imple-
menting this approach.
Utilizing this resource—in com-
bination with its own unique
experience and expertise—IFC
can undertake technical assis-
‘tance (TA) projects aimed at:
revieWing and improving envi-
ronmental regulations; focusing

attention on the environmental
aspects/impacts of projects in
key industrial and geographic
sectors; and reaching important
private sector decision-makers.
Moreover—qgiven that TA pro-
jects assignments are often con-
ducted at the feasibility or envi-
ronmental impact assessment
stages— they can strongly influ-
ence the level and direction of
additional investments in specif-
ic projects and industrial sectors.
During FY96, technical assis-
tance projects—supported
through IFC’s trust fund collabo-
rations with the donor commu-
nity—made a valuable contribu-
tion to the Corporation’s overall
focus on environment.

Promoting
Environmentally Sound
Industry Practices

Control of air emissions and lig-
uid effluents is a continuing
challenge to sustainable devel-
opment in most industrial pro-
jects. With TATF assistance, IFC
was able to conduct feasibility
studies, environmental audits,
and environmental manage-
ment plans for pollution con-
trol issues linked to key indus-

 trial sectors in Eastern Europe,

Asia, and Africa. In the devel-
opmentally important cement
industry, for example, IFC con-
ducted environmental audits—
through TATF support—for pri-
vatization of cement plants In
Russia and Azerbaijan. In one
TA assignment in Russia, the
prospective investment was a
joint venture involving recently
privatized plants comprising
one quarter of the total cement
production capacity in Russia.
Environmental audits were
undertaken for selected plant
plants by external consultants
under IFC coordination, with
participation by plant person-
nel in all phases. The Corrective
Action Plans (CAPs) developed
can serve as models for estab-
lishing CAPs for the company’s
other facilities. (In addition, the
company can benefit in anoth-
er way, as the proposed
improvements will have posi-
tive effects on the company’s
economic efficiency.) In
Thailand, where new environ-
mental regulations require
more rigorous control over lig-
uid effluents, trust fund support
was used to develop options
for a zero-discharge system for

" an existing newsprint mill.




Along with emissions and lig-
uid effluents, management
and disposal of solid and haz-
ardous wastes can be a signifi-
cant factor in promoting sus-
tainable development. In the
Moscow region of Russia, IFC
is participating in a technical
feasibility and market study for
municipal solid waste disposal.
The study aims at assessing
feasibility of developing pri-
vate sector processing and
treatment complexes—with
appropriate environmental
requirements—for municipal
solid wastes. In Kenya, a study
focused on identifying options
for disposing PCB-contamin-
ated transformers utilized by a
producer of soda ash.

In India, IFC’s trust funds sup-
ported a study of the environ-
mental, technical, and finan-
cial feasibility of using rice
husks as a primary fuel source
to generate electric power. In
Indonesia, IFC undertook a
study to assess potential for
substituting methane pro-
duced from pineapple wastes
for fossil fuels. These projects
offer two benefits: reduction
of CO2 emissions, and power
generation for process use.

Small and Medium-Sized
Enterprises (SMEs)

In many economies, small and
medium sized enterprises (SMEs)
are the driving force for eco-
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nomic development. The pro-
duction techniques used by
SMEs in many sectors, however,
can often represent a relatively
higher risk to health and the
environment than techniques
used by larger companies oper-
ating in the same sector. TATF
has enhanced IFC's ability to
promote environmentally sound
development of this important
segment. Costs to conduct
environmental audits and
Corrective Action Plans in the
SME segment are often relatively
higher in proportion to the pro-
ject size; given that environment
is a key input for investment
decision-making by develop-
mental institutions and others,
SMEs frequently require assis-
tance in this regard. In the
Southern Africa region, the
Environmental Assistance
Fund—with preparatory support
through TATF—uwill help finance
up to 50 percent of the cost of
an environmental audit or envi-
ronmental impact assessment for
projects under consideration by
the Africa Enterprise Fund (AEF).
Greater economic and environ-
mental efficiency (eco-efficiency)
may also play a useful role in
helping SMEs to compete suc-
cessfully. In Thailand, IFC’s trust
funds were applied to help
develop an effective training
program in eco-efficiency for
SMEs in the textile sector; the
“train-the-trainer” seminar
focused on helping participants
to identify and evaluate savings

from introducing “eco-efficient”
practices in the bleaching and
dyeing sector. Another training
initiative, also in the Asia Region,
helped to enhance skills of man-
agers of Financial Intermediaries
in handling liabilities due to envi-
ronmental risk (see page 29).

Enhancing Access to
Environmental Expertise

IFC also works to identify new
opportunities for private sector
investment projects promoting
sound environmental practice.

A study to help prepare

market strategy for a joint-
venture environmental consult-
ing firm in Pakistan was support-
ed by TATF; in the Southern
Mediterranean Region, TATF sup-
ported a technical assistance pro-
ject to conduct a market study,
feasibility, and business plan for
an environmental fund to serve
companies in the private sector.
Trust funds helped support a fea-
sibility study for a global fund to
finance renewable energy and
energy efficiency projects.

In conclusion, many such
opportunities exist for improv-
ing the environment through
private sector initiatives.
Through TATF, the donor com-
munity provides valuable sup-
port needed to identify and
develop them into feasible
investment projects that can
then be successfully imple-
mented by project sponsors.



ANNEX
THROUGH TATF PROGRAM

SUB-SAHARAN AFRICA
REGION: Establishment of an
Environmental Assistance Fund
(EAF) for SMEs in Africa. Cost to
conduct the environmental
audits that may be required by
IFC—as a precondition for its
participation in a business ven-
ture—may comprise a major
portion of overall project
preparatory costs, particularly
for SMEs. These relatively
smaller firms, that play a criti-
cal role in private sector devel-
opment, may feel constrained
to turn to alternative funding
sources rather than incur this
extra environment related
cost. Through donor support,
IFC has established a fund to
assist SME ventures in Africa; it
can help finance (not more
than 50%) of the cost to con-
duct the necessary environ-
mental assessments and audits
for investment projects under
consideration by the Africa
Enterprise Fund (AEF) for IFC
participation.

i
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: SELECTED TA PROJECTS SUPPORTED

INDIA: Advisory Services for
Industrial Estate Water Supply
Project. In order to resolve
water supply problems for a
major industrial estate com-
prising state-owned and pri-
vate sector companies, author-
ities have proposed implemen-
tation of a private sector
BOOT scheme. IFC has been
requested to provide technical
assessment and advisory ser-
vices to assure that this is
established on a technically
and financially sound basis.
This assignment involves, in an
initial phase, reviewing and
assessing the project to deter-
mine the critical technical,
commercial, and financial
steps that are necessary to
assure that Government'’s
objectives for the project are
achieved; and in a follow-on
phase, to coordinating the
bidding process, assisting in
negotiations and providing
advice on other aspects of the
transaction.

s
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Pakistan: Private Sector School System
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PAKISTAN: Educational Best
Practices—Expert Assistance and
Evaluation for Private Sector
School System. As part of its
overall efforts to explore inno-
vative business concepts, and
to identify opportunities for
the Corporation to expand its
activities into areas where its
orientation and expertise
could strengthen its develop-
mental role, IFC has arranged
TATF support for appointment
of a Pakistan-based education
expert to help enhance the
curriculum, pedagogy and
educational content of a pri-
vate school system in the
process of expansion; this
expert will also disseminate to
other schools best educational
practices drawn from within
this system and relevant for-
eign schools.

INDONESIA: Conversion of
Pineapple Wastes to Methane.
Growing and processing of
agricultural products—like
pineapple and tapioca—often
create waste by-products that
can lead to disposal costs and
adverse impacts on environ-
ment. IFC is undertaking a
technical study on treating
these by-products as an under-
utilized resource, through

application of technology to
generate methane from these;
the methane produced can be
converted to electric power to
substitute for fossil fuel energy.
This has a complementary bene-
fit through reducing net release
of carbon dioxide—that can
contribute to the “greenhouse
effect”—into the atmosphere.

BALTIC SEA REGION/
NORTHWEST RUSSIA: Project
Identification and Development
Study on Forestry-Related
Industries. IFC conducted—uti-
lizing consultants supported
by donor funding—a results
oriented study of existing and
possible forestry based ven-
tures in the Baltic Sea and
North-West Russia regions,
where the sector has particular
developmental and commer-
cial significance. This “mega”
project involved an overview
of the forestry segment in the
immediate vicinity of prospec-
tive investment projects, pre-
liminary market and product
analysis, and technical and
financial assessments on the
viability of specific investment
opportunities, and subsequent
preparation of information
memoranda on the companies
to attract marketing and tech-
nical partners for these.



Hi

PERU: Assistance on Designing
Mutual Funds System. As part of
its program for overall privatiza-
tion of Peru’s economy, the
Government requested IFC’s
assistance on establishing a
mutual fund industry that could
accommodate the estimated
400,000 small investors expect-
ed to participate in Programa
de Participacion Cuidadana
(PPC); the PPC initiative aims at
promoting stock ownership
nationwide through offering
shares of companies already or
soon to be privatized, to
employees and the public.
Phase One of the advisory
assignment—undertaken with
support provided through
TATF—involves an assessment
of Peru’s current capital market
situation, and is being conduct-
ed to develop recommenda-
tions on how best to accommo-
date the small investor. Phases
Two and Three would be initiat-
ed upon the successful comple-
tion of Phase One.

TAJIKISTAN: Gold Refining
Facility—Technical Capabilities
Assessment. As part of its poli-
cy to promote mineral extrac-
tion and related industries—
that can present opportunities
for foreign exchange earn-
ings—the Government sought
to explore feasibility of bring-

ing an existing gold refining
plant, already using up-to-date
technology, up to commercial-
ly accepted standards of puri-
ty, and certification. As sales to
international bullion markets
could have favorable develop-
mental impact for Tajikistan,
[FC arranged for technical
experts to assess technical
capability of the facility to
achieve this, and the likelihood
of successful competition on
bullion markets.

ASIA REGION: Training
Program on Environmental Risk
Management. In both industri-
alized regions and countries
with developing and transi-
tional economies, unmanaged
environmental risk can have
substantial impact on medium
to long term profitability of
financial institutions in emerg-
ing markets. IFC has initiated
an innovative in-depth train-
ing program to assist man-
agers of financial institutions
in identifying and handling
risks and opportunities related
to environmental issues; this
program includes IFC-coordi-
nated seminars held in select-
ed countries in the Asia
region, and was conducted
with assistance of specialists
supported through TATF.

Financiers in Thailand learn about
environmental risk management
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Russian Federation: Power plant
gas drilling rig in northwest
Tomsk province
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CHINA: Capital Markets
Development —Expert
Assistance on Strengthening
Private Sector Infrastructure.

IFC provided expert assis-
tance—with help of specialists
supported through TATF—on
converting selected urban
credit cooperatives to urban
cooperative banks (including
training of staff in internation-
ally accepted practices and
procedures); in a separate
technical assistance project,
IFC provided advisory and
technical assistance to help the
Government to develop strate-
gy for instituting a national
legislative and regulatory
framework more favorable to
development of a capital
goods leasing Industry in the
private sector. These TA pro-
jects build on recent earlier
work focused on enhancing
key segments of China’s finan-
cial infrastructure—for exam-
ple, IFC has conducted initial
phase of an assessment of
training needs of Chinese
banking professionals working
in non-state commercial
banks, with an eventual aim to
develop banking management
skills and familiarity with inter-
national standards of practice.

UGANDA: National Telecom—
Advisory Services on Technical,
Business and Management

Factors. IFC is providing tech-
nical and preparatory assis-
tance to the state-operated
telecommunications utility in
Uganda in several key areas, as
part of overall preparations for
eventual restructuring and pri-
vatization of this developmen-
tally important sector. Areas
covered include market assess-
ment, expert assistance on
legal documentation and pro-
cedures, and on change man-
agement for the transitional
period to private ownership
and operation.

RUSSIAN FEDERATION:
Private Sector Power Plant and
Facilities. In order to meet
prospective shortfall in gener-
ating capacity due to shut-
down of nuclear facilities, and
to enhance reliability of
regional power supply (west-
ern Siberia), sponsors pro-
posed construction of a gas-
powered generating plant—
the first major independent
private power plant in Russia.
IFC has agreed to provide a
range of technical services for
the project, utilizing assistance
of industry experts supported
through the trust funds.
Activities include: assistance on
overall project development,
drafting of project legal docu-
ments; formulating financial
structure for the venture; iden-



tifying lenders and equity
investors; and preparing its
technical design.

PAKISTAN: Advisory Services
for Privatizing Regional
Electricity Board—Market and
Commercial Feasibility Study. At
the request of Government,
IFC agreed to undertake a
study of market and commer-
cial feasibility for proposed pri-
vatization of the first electricity
distribution entity chosen by
the Government for sale to a
strategic investor. TATF has
provided support for experts
to assist IFC in conducting this
advisory assignment, that
involves an extended scope of
activities—Phase One of this
effort comprises performing
legal and economic prepara-
tory work, and Phase Two—
which is designed to conclude
the legal work and to take all
remaining steps towards clos-
ing the transaction—would be
commenced only upon suc-
cessful completion of the ini-
tial phase.

EAST ASIA REGION:
Development of Corporate Bond

Indexes for Emerging Economies.

This IFC initiative—made feasi-
ble through donor funding
support—aims at creating a
set of indexes for corporate

bonds issued by private sector
companies in selected East
Asian emerging economies,
with special attention to assur-
ing their timeliness, accuracy
and impartiality. The intent is
to develop a tool that may be
widely used by institutional
and portfolio investors—in
Asia, in particular, and
throughout the international
community, in general. A suc-
cessful outcome of this effort
could provide a model for
comparable indexes for other
emerging markets. Initial focus
of this initiative are China,
Indonesia, Korea, Malaysia,
The Philippines, and Thailand.

UKRAINE: Expert Assistance on
Mass Privatization Program.
Drawing on its successful pre-
vious experience in the Russian
Federation, IFC is assisting
Ukraine in a more timely con-
version of parts of its industrial
sector to private ownership
and operation—a complex
process with a range of inter-
related critical factors. IFC has
expanded its activities to cover
additional regions of Ukraine,
to provide advisory services—
utilizing expertise of consul-
tants from donor countries—
on such factors as identifying
enterprises for privatization,
valuation, training of local
auditing firms, gathering of

Kharkiv Milk Combine

Kharkiv, Ukraine

IFC’s assistance has been focused on
agro-industrial enterprises, which
represent over 50% of the
enterprises being privatized in
Ukraine’s mass privatization program
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key basic data, skills-building
for officials, and structured dis-
semination of public notice to
parties potentially at interest.
This first phase of the mass
privatization underway will be
considered ready for subse-
quent phases when some
50-100 enterprises in each
region have been privatized.

ESTONIA: Feasibility Study for
Deep Sea Commercial Port.
Rehabilitation of the Kunda
cement plant (a major regional
producer, with a comparative
advantage due to the use of
locally available shale as fuel)
has led to commissioning of a
deep water port to service the
plant; increasingly, this also is
a focal point for shipping of a
variety of products such as
pulp wood, pressed peat,
board plates, coal and granite
stone. IFC conducted a feasi-
bility study on further develop-
ing this facility—through
TATF—including necessary
improvements to infrastructure
to extend the port’s operating
capabilities during severe win-
ter weather conditions.

GLOBAL: Survey of Investment
Opportunities in the Hospital
Sector. IFC is coordinating a
study to examine investment

possibilities—initially for IFC
with favorable implications on
eventual involvement of other
international development
entities and private investors—
in the broadly-defined hospital
sector. Supported by TATF, the
study includes coverage of
some newer forms of hospital
structures, such as multiple-
hospital organizations, hospital
management services, and
diagnostic laboratory and
other hospital support ser-
vices, with main focus on
identifying countries and types
of hospital projects where IFC
involvement is likely to be
important through successful
investments and consequent
developmental impact.

MOZAMBIQUE: Seminar on
Reducing Private Sector
Transaction Costs. Growth of
private sector can be slowed
in countries with developing
or transitional economies—
even where the political
authorities are favorable—by
lack of “second-tier” regulatory
and policy reforms required to
support liberalized economic
policy. These comprise seem-
ingly “minor” issues such as,
e.g. access to land titles and
mandatory registration of fax
machines that can, in combi-
nation, pose a critical threat



to continued formal private
sector development. IFC co-
sponsored a seminar—with
participation that included
Government, representatives
from Government of Italy,
World Bank Group staff, the
private sector and invited
experts—on identifying and
resolving such “road-blocks.”
IFC has been requested by the
Government of Mozambique
to continue providing this
support.

CAMBODIA: Capital Markets
Development—Expert Assistance
on Legal and Financial
Framework. Donor country
experts assisted IFC’s capital
markets development program
for Cambodia through:

(i) conducting a review of the
country’s existing legal frame-
work, including corporate law;
foreign investment law; bank-
ing law; jurisdiction and court
systems; and bankruptcy law;
and, in a separate technical
assistance assignment,

(ii) providing advisory assis-
tance to help Government to
identify factors that could
impact its plans to privatize
financial institutions, and to
develop a strategy for privatiz-

ing them and bringing their
operations in line with interna-
tionally accepted practices.

HUNGARY: Pumped Storage
Power Plant. Hungary has a
power supply system based
largely on nuclear energy
(about 50%), with many of
the plants due to be retired;
moreover, there is a continu-
ing short-fall of dependable
capacity, and environmental
and foreign exchange con-
straints on alternative power
supply options. Some flexibili-
ty to improve peak-load
capacity can, however, be
obtained through pumped
hydro, where off-peak ener-
gy—at a lower cost—can be
used to supply hydropower for
quick-response power to help
meet daily variations in
requirements. Through TATF,
IFC supported a study on tech-
nical, environmental, legal and
economic factors linked to
establishing a practical
pumped storage hydro-power
plant (600 to 900 MW range)
that could be rapidly imple-
mented in the private sector.
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SOUTHERN
MEDITERRANEAN REGION:
Environmental Fund and
Management Company. As part
of its program to promote
environmentally sound private
sector development—and to
explore possible mechanisms
to support this objective—IFC
is conducting a market and
feasibility study for proposed
establishment of an environ-
mental fund for the
Mediterranean region, and
providing assistance on develop-
ing a business plan for this. The
technical assistance assign-
ment—that utilizes inputs from
consultants supported through
TATF funding—focuses on par-
ticular environmental concerns;
nature of enterprises/manage-
ment (e.g., new/privatized/
industrial); type of industry; and
targeted regions.

ALBANIA: Facilities Survey and
Feasibility Study for Crude Oil
Export Pipeline. Enhanced Oil
Recovery (EOR) technologies
are now in limited use in
Albania, but have potential for
substantially increasing produc-
tion capacity of the country’s
existing oil fields. At the same
time, Albania has a shortfall in
diesel and gasoline supply—
due in part to technical aspects
of its crude oil—that has a con-

straining impact on develop-
ment of this industry segment.
Rebuilding and modernization
of existing pipeline, storage
and related facilities could lead
to increased opportunity for
exporting Albanian crude—
encouraging additional applica-
tion of EOR, and promoting
foreign exchange earnings—
and make feasible the import-
ing of some refined products to
meet shortfall. [IFC conducted—
with assistance of experts sup-
ported through TATF—an inde-
pendent facilities survey and
feasibility study on implement-
ing the pipeline and facilities
modernization proposed.

MOLDOVA: Fruit and
Vegetable Processing
Technology Study. In order to
enhance prospects of viability
for fruit and vegetable pro-
cessing operations in
Moldova—the bulk of which
have now been privatized—
technical assistance on basic
private sector operations and
business practice is required.
IFC has undertaken—with
inputs by specialists supported
through TATF—a focused
study covering operational,
marketing, accounting and
raw material purchasing func-
tions for three selected com-
panies in this agribusiness seg-



ment; study results are being
used to develop and present a
program for rationalizing prod-
uct mix, improving operational
efficiency and product quality,
implementing modern cost
accounting principles, and
upgrading purchasing proce-
dures and quality control.

KENYA: Environmentally Sound
Disposal of Used Process
Equipment. Soda ash produc-
tion through use of high-
energy electric transformers
generates waste oil containing
Polychlorinated Bi-Phenyls
(PCBs), that can comprise a
health hazard. IFC conducted—
utilizing specialists supported
through TATF—a study of envi-
ronmentally sound disposal
options for managing the com-
pany’s waste by-products in a
cost-effective manner, thereby
helping to assure the long-term
viability of a company with con-
siderable development signifi-
cance for the local community.

VENEZUELA: Expert Assistance
on Regulatory Framework for
Electricity Sector. While the
Government-operated electric-
ity sector in Venezuela has
adequate generating capacity,
other parts of the system—
such as transmission and distri-

bution—are adversely impact-
ed by tariff regulations and
cross-subsidies. As part of its
program to privatize the sec-
tor, reduce resource allocation
inefficiencies, and restore over-
all profitability, Government
has requested IFC to provide
expertise on managing this
process. Accordingly, along
with other inputs, IFC
arranged through TATF sup-
port to bring together repre-
sentative from a variety of
other countries—including
Governmental institutions,
regulators and electricity com-
panies, and political and tech-
nical professionals experienced
in assessing and implementing
the privatization process, for
discussing with Venezuelan
officials—in a series of working
sessions in Venezuela—the
issues involved.

VIETNAM: Port Project—
Technical Facilities and Geology
Assessment. Policy changes
and private sector growth are
leading to increased need for
infrastructure to support this.
The required infrastructure can
often be developed in a cost-
effective manner by rehabilita-
tion, modernization or expan-
sion of existing plant; objec-
tive data on condition of exist-
ing equipment and structures,

Venezuela: Isla Margarita
Power System

Vietnam Port Project
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geological suitability, environ-
mental impact, and potential
constraints on future opera-
tions are of critical impor-
tance. In this context, IFC
arranged financing to support
specialists—through the trust
funds—suitable for a technical
audit of geological and envi-
ronmental factors for pro-
posed operating enhance-
ments of an existing port in
Baria-Vung Tau province—
where IFC has recently made
an investment—to serve needs
of this industrial area.

GLOBAL: Study on Sustainable
Paper Cycle. Both in industrial-
ized regions and in countries
with developing and transi-
tional economies, paper pro-
duction is an important com-
mercial segment; moreover,
this segment has strong
implications on develop-

ment—given the range of sub-
sectors involved, importance
of factors like energy require-
ments, availability of raw
materials, environmental
impacts, and foreign
exchange. In collaboration
with a major international
group focusing on sustainable
development, IFC supported a
“mega” technical study to
examine key components
involved in establishing a sus-
tainable paper cycle.
Conducted with participation
by consultants supported
through donor funding, this
included; detailed cost analysis
of critical aspects of pulp and
paper industries (covering
such factors as relative produc-
tion economics); assessment of
bleaching technologies, efflu-
ent and emissions controls
(that looked at, e.g., pulp pro-
duction options and bleaching
system options); and an
overview of potential for con-
tribution of monoculture
forestry to establishing a sus-
tainable paper cycle.
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3.

PROJECT DEVELOPMENT FACILITIES (PDF AND

BUSINESS ADVISORY SERVICES (BAS)

OVERVIEW

Two key events in 1995 were
the orderly graduation of the
Polish Business Advisory
Service (PBAS) into a Polish
program (see PBAS statement)
and the decision to create a
new facility for the Mekong
Delta (see Mekong Project
Development Facility state-
ment). The IFC Board
approved this new facility on
May 2, 1996. The PBAS gradu-
ation is a successful model of
transition from an IFC execut-
ed facility to one for which the
public and private sectors in
the country concerned have
accepted responsibility.

By the end of 1995, there
were five IFC-executed and
donor assisted facilities—APDF,
BAS, SPPF, PBAS and AMSCO.
These had contributed to the
development of over 350 pro-
jects, assisted more than 500
companies and helped raise
more than US$350 million of
the US$550 million required
for these ventures, with more
than 26,000 jobs having been
- saved or created. Many ven-
tures would not have gone
ahead without the facilities;
others might have taken
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longer or would not have
been financed due to a lack of
adequate preparation. Almost
all of the enterprises that have
been assisted are small and
medium sized enterprises
(SMEs) as defined in the facili-
ties’ mandates. For the most
part entrepreneurs assisted
have been indigenous or other
local nationals. A number of
entrepreneurs have been
women.

The majority of SME ventures
assisted by the facilities appear
to be doing significantly better
than other comparable enter-
prises in the same regions.

The facilities have also con-
tributed to development in
other ways than directly help-
ing entrepreneurs develop
ideas into specific bankable
projects and helping them to
mobilize funding. Some facili-
ties have moved downstream
beyond project assistance to
undertake technical assistance
assignments that have includ-
ed diagnostic analyses, strate-
gic business planning, market-
related projects, implementa-
tion and management assis-
tance to improve operations,
training and introduction of

ISO 9000 quality control stan-
dards. SPPF has assisted entre-
preneurs in organizing, diversi-
fying and expanding their
businesses and advises Pacific
Island governments on privati-
zation and other issues relating
to the development of the pri-
vate sector in these regions.

Also important has been the
number of sponsors who have
been dissuaded by the facilities
from undertaking investments
unlikely to be viable, saving
significant resources. We
believe the facilities’ efforts
have also had a demonstration
effect, establishing models for
local entrepreneurs, bankers
and consultants on how to
evaluate and structure pro-
jects, prepare project reports,
arrange financing, and
improve management.

A recent UNDP study of eleven
AMSCO assisted firms provides
a clear indication of significant
improvement in economic per-
formance in companies AMSCO
had assisted: turnovers, in local
currencies more than doubled
on average; operating and net
profits went from an average
loss to a net profit; export
earnings more than doubled
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and balance sheets improved;
the average local currency
value of annual production per
employee increased by 116%;
capital efficiencies increased
more than 100%; and tech-
nology transfer “has been a
hallmark of the AMSCO inter-
vention in almost all of the
cases under review.”

An independent evaluation of
AMSCO done in September
1995 concluded that the
impact of its training, “has sig-
nificantly increased the perfor-
mance of companies to which
training was provided”. For
example, “in several compa-
nies less down time was
reported,” “in others the tech-
nical competence of key per-
sonnel has improved,” and
also “in others the effective-
ness of the company was
improved through an
improved awareness of cus-
tomer expectations.” The eval-
uation report stated that
“AMSCO’s current training
efforts are among the best
available in Sub-Sahara Africa.”

All the facilities have recog-
nized the importance of devel-
oping local capabilities, and
are providing opportunities for

local staff and consultants to
develop the skills and gain the
experience needed to provide
project preparation, financial
mobilization, and manage-
ment services independently
of the facilities. There is an
increasing level of reliance on
local staff and consultants.
Benefits that accrue from
using local staff and consul-
tants include upgrading of
skills, transfer of know-how,
lowering costs, and providing
knowledge of the country and
the language.

ISSUES

For the future several key
issues need to be addressed:
long-term sustainability; oper-
ating costs and fee earnings;
and continued donor interest
and support.

Long-Term Sustainability

Sustainability and the related
issue of graduation have been
urgent considerations for BAS
and PBAS. BAS has shifted
most of its activities to two
local affiliates to ensure the
facilities longer term sustain-
ability. During 1995, one affili-
ate achieved operational self-
sufficiency. Both affiliates, in
an effort to cover their costs
without donor subsidy, have



tended to undertake larger
projects than BAS was original-
ly intended to support. IFC has
maintained some support in
the way of quality control, and
for both obtaining and pro-
cessing new fee-earning
business.

PBAS’ training activities will be
integrated with the Polish
Foundation for the Promotion
and Development of Small
and Medium Enterprises (SME
Foundation), which was estab-
lished in late 1994. A number
of present PBAS staff and
some business consultants
trained by PBAS will form a
new Polish entity whose ser-
vices will be picked up by a
PBAS successor Consultant
Support Fund. These consul-
tants will then also serve as
the initial nucleus of a business
advisory network that is envis-
aged by the Polish SME
Foundation.

Operating Costs and Fee
Earnings

¢ The facility managers have
specifically focussed their
efforts to reduce costs per
project funded. APDF has
cut its project costs by
54% from US$320,000 to
US$146,000, which in itself
is 34% below the target set

for 1995. PBAS costs have
been kept down through
extensive use of local con-
sultants, local staff and use
of low cost expatriate con-
sultant programs such as
retired executive corps and
that sponsored by India’s
EXIM Bank. The
AMSCO/ATMS project is
doing likewise. AMSCO
reduced its administrative
costs charged to training
from 43% to 26%.

Fee earnings have
increased but they still
cover only a small percent-
age of the facilities’ total
costs. The exceptions are
the local BAS affiliates—
EDL and ASECA—and the
management contract fees
collected by AMSCO which
cover about 80% of the
operating costs of AMSCO.
Although APDF fees were
slightly higher in 1995
than during 1994, these
cover a very small percent-
age of total costs. The
same is true for SPPF, and
is also anticipated for the
new Mekong Delta Facility.
For the foreseeable future,
fees charged are unlikely to
cover a major share of the
costs of these facilities.

T T 5 T

All the facilities have
recognized the
importance of
developing local
capabilities... Benefits
that accrue from using
local staff and
consultants include
upgrading of skills,
transfer of know-how,
lowering costs, and
providing knowledge
of the country and
the language.
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Donor Interest and Support

The existing facilities and the
new one for the Mekong Delta
region will require continuing
donor support for the coming
five years, and perhaps longer.
The issue is whether donors
remain convinced of this
proven delivery mechanism
and, therefore, are prepared to
provide funding over an
extended period of time.

APDF is now in its third cycle for
which the net funding require-
ment is US$35 million. The
cycle ends in the year 2000.

The African Training and
Management Services Project’s
Management Development
Fund, which supports training
activities, will need replenish-
ment over the coming years
and beyond. AMSCO is
increasing the percentage of
training costs covered by client
firms from 25% to 50% over
the coming three years. It is
working closely with existing
training institutes and private
providers in Africa to enable
them to take ownership for
some of the ATMS MDF sup-
ported training activities.

SPPF has entered its second
cycle, and will focus on devel-
oping local agents and affili-
ates to enable more of its ser-
vices to be provided in the

field. Furthermore, in March
1995, the Board of Directors of
IFC approved—on a trial
basis—a pilot quasi-equity
investment fund (US$2 million)
for the South Pacific region;
the fund is targeted at small
and medium-sized enterprises.
Whilst IFC is responsible for the
appraisal and investment deci-
sions of this fund, SPPF has a
key role in the identification
and preparation of projects,
some of which could be candi-
dates for the fund.

In looking ahead, IFC and the
donors must consider continu-
ation of support for existing
facilities, how best to ensure
that facilities focus their efforts
towards assisting SMEs, and,
on a selective basis, the forma-
tion of new facilities, subject to
the ability to mobilize ade-
quate financial support. IFC
and the donors are asked to
assist in many programs; in
general, both for IFC and the
donor community, these
requests come in the context
of increasingly tighter bud-
getary constraints. IFC and the
donors must, therefore, work
closely to assure continuity of a
recognized resource for private
sector development, particular-
ly where it is most needed
even as alternative support
mechanisms are explored,
including longer-term regional
ownership of these facilities.



THE AFRICA PROJECT DEVELOPMENT FACILITY

(APDF)

Development and Growth
of APDF Since Inception

The Africa Project
Development Facility (APDF)
was established in 1986 to
help viable small to medium-
sized businesses by providing
them with independent pro-
ject advisory assistance. APDF
was the result of a joint initia-
tive by the African
Development Bank (AfDB), the
United Nations Development
Programme (UNDP), and the
International Finance
Corporation (IFC). APDF oper-
ated as a UNDP project
through May 1996. Since then
it has operated as an IFC pro-
ject with the APDF as its
regional sponsor and fifteen
other donor countries provid-
ing technical assistance.

identifies African entre-

thelr businesses. The Facility
works with these entrepre-
neurs throughout the project
preparation cycle until the
project is 1mplemented APDF
supported projects range in

size from US$0,25 m;ihon_mv;b :

US$7 million. There has been
a special effort to work with
women entrepreneurs. With
the increasing use of local con-
sultants, APDF will also attain
additional cost savings as well
as participate in capacity
building, one of the Facility’s
main objectives.

From its start-up in 1986 to
December 31, 1995, APDF has
completed financial arrange-
ments for 242 projects in 30
countries with an estimated
total investment cost of
US$361 million. The Facility
helped raise US$232 million in
both equity and loan financ-
ing. These 242 projects are
expected to create about
18,900 jobs and to have an
annual foreign exchange ben-
efit of about US$138 million.
APDF’s activities go beyond
project preparation. The
Facility has undertaken studies
on the vanilla market, cut
flowers and plastics which
benefited a broad range of
investors. APDF is now on its
third cycle which started on

-

W

See APDF 1995 Annual Report for
full details of APDF operations.




Top: Cowbird Enterprises, a new
facility established with the help of
APDF in Zimbabwe for the tanning
and export of 4,800 ostrich skins per
year.

Bottom: APDF provided advisory ser-
vices to LEASAFRIC, Ghana’s second
leasing company.
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July 1, 1995 and is expected
to end on June 30, 2000.
Funding for APDF is done
through grants from the three
sponsoring agencies and 15
donor countries. Total donor
commitments were U5$18.3
million and US$47.2 million
for APDF | and APDF Il respec-
tively. As of December 31,
1995, APDF has received firm
commitments from donors
totaling US$19.6 million for
APDF [ll. In addition to these
grants, the Export-lmport Bank
of India provides APDF with
technical assistance by sup-
porting experts to serve as
short-term consultants. APDF
also uses the services of devel-
opmental institutions such as
APSO of Ireland, BESO of the
United Kingdom, IESC of the

U.S., and CESO of Canada.

FY95 Performance
Highlights

For FY95, APDF completed 40
projects, its best output ever.
Cost per completed project
was US$148,000, a 54%
reduction, and already 33%
below the target set for 1995
in the Management Action
Plan. This was achieved with a
smaller number of investment
officers; hence a reduction in
salaries and benefits. Since the
implementation of the APDF

Management Action Plan in
the latter part of 1993, pro-
ductivity has greatly improved.
For 1994 and 1995, APDF
completed assistance to 39
and 40 projects respectively,
compared to an average of 23
projects per year during the
period 1986 to 1993. For the
40 projects in 1995, APDF
helped raise about US$23 mil-
lion in loan and equity financ-
ing or 50% of expected total
capital costs of US$46 million.
Significantly, out of a total of
222 consultants retained in
1995, 169 or 76% were
Africans reflecting the effective
transfer of knowhow to
upgrade local skills—a major
objective this facility.

Looking Ahead

Over the next year, APDF
expects to complete more
than 40 projects. The program
will work to increase produc-
tivity while reducing costs.
Expatriate contracts will be
gradually replaced by local
contracts. As ESSA activities
pick up, there will be increas-
ing cooperation between
APDF and ESSA. APDF will also
work to achieve greater link-
age between all facilities work-
ing on provate sector develop-
ment in Africa as a way to
gather and exchange informa-
tion and experience and to
build on each other’s efforts.
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AFRICAN TRAINING AND MANAGEMENT SERVICES
PROJECT/ AFRICAN MANAGEMENT SERVICES
COMPANY (ATMS/AMSCO)

Development and Growth
of the Project since
Inception

The African Management
Services Project was set up in
1989 with IFC, UNDP and
AFDB as the project sponsors
to provide management train-
ing and support to African
entrepreneurs. AMSCO was set
up as a Dutch company to
carry out the training and
management support services
of the UNDP/ATMS project.

African Training and
Management Services (ATMS),
a UNDP project, provides
management training and
management services in Africa;
AMSCO, under contract to
IFC, executes the ATMS pro-
ject which comprises two
inter-related funds—the
Management Training and

management teams. AFDB,
IFC, UNDP and donors from
12 countries have provided
funding for this project.

Since its inception the ATMS
project has provided manage-
ment services to over 70 com-
panies throughout Africa. The
average number of employees
in these private companies
was 100. Approximately 6,000
jobs have been created.
Through AMSCO, ATMS
allows for provision of man-
agement services to private
and public companies which
need a medium term injection
of management through a
period of expansion, restruc-
turing and pre- and post priva-
tization. The management ser-
vices are provided to the com-
panies by both individual
senior managers or by compa-
nies which provide the services

an compa- -

AMSCO

APRICAN MANAGENH N TSP RVECES CONPANY

See the 1995 AMSCO Annual Report
for full details of AMSCO operations.
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Executive Seminar on Corporate
Governance

Venlo, The Netherlands
September 1995
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each of the ATMS project
clients and implements these
training programs over the
two to three year periods of its
management contracts. These
training programs are partly
funded by donor funds.

FY 957 Performance
Highlights

During 1995, AMSCO entered
into 18 new projects.
AMSCO'’s portfolio grew dur-
ing 1995 from 21 to 31 pro-
jects under management.
AMSCO and APDF have devel-
oped close working relations
and AMSCO occupies offices
in the APDF premises in Harare
and Nairobi. Discussions are
underway to share office space
with IFC and APDF in Accra.
AMSCO is currently negotiat-
ing contracts in Angola,
Cameroon, Ghana, Guinea
Bissau, Kenya, Malawi, Mali,
Mozambique, Namibia, South
Africa, Tanzania, Uganda and
Zimbabwe. This should result
in a strong portfolio of pro-
jects by the end of 1996. 12
new projects were signed in
during the first 6 months of

1996. AMSCO organized a
regional training seminar in
Zimbabwe in June 1996 for 20
senior personnel from
ATMS/AMSCO managed com-
panies. Training programs are
being designed and carried
out in all companies which
were under management at
the beginning of the year.

Looking Ahead
FY96 Objectives

During 1996 AMSCO antici-
pates 25 new projects to be
contracted by end FY 96.
These will replace those pro-
jects which will be completed
during the year and will
increase its overall portfolio.
AMSCO expects to continue its
efforts to enter into projects
involving one or the other of
its private and institutional
shareholders. During this year,
on behalf of the UNDP ATMS
project, AMSCO expects to
carry out 2 major regional
training conferences as well as
implement training programs
in most of the companies
under management. AMSCO
also expects to secure sufficient
projects in its portfolio to reach
the break-even point in FY 97.

1. The AMSCO fiscal year corresponds
with the calendar year.



Fy 97

In 1997 AMSCO is likely to start
off the year with a portfolio of
some 45 projects under man-
agement. This should allow
AMSCO to reach a level of port-
folio to make the project sus-
tainable in the medium term.

Plan for the next 3 to 5 years

Demand for ATMS/AMSCO’s
services has increased dramati-
cally in 1995 and 1996.
Privatizations and the continu-
ing growth of the private sec-
tor in Africa should result in an
increasing demand for the
type of management services
offered by AMSCO. Training of
local staff should result in local
management being able to
assume positions previously
held by AMSCO personnel.

AMSCO will need to start to
expand its own manpower,
and this expansion is expected
to be mainly in offices in Africa
thereby putting AMSCO closer
to the client companies. This
will allow AMSCO to better
provide supervision of its man-
agement services and training
which is going on in the indi-
vidual client companies.
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CARIBBEAN AND CENTRAL AMERICA BUSINESS
ADVISORY SERVICE (BAS)
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See BAS Report on Activities
(September 1996) for full details

“

Development and Growth
of the Project Since
Inception

The Caribbean and Central
America Business Advisory
Service, formerly the
Caribbean Project Develop-
ment Facility, was established
in 1981 as a UNDP project in
which IFC acted as executing
agency. BAS is now making its
transition to being a local pro-
gram. It was created as a pri-
vate sector development initia-
tive in response to the paradox
of financial institutions claim-
ing a dearth of “bankable”
projects side-by-side with prof-
itable investment opportunities
of small and medium scale
enterprises being unable to
move forward due to lack of
financing. BAS’ staff was locat-
ed in IFC’s offices in
Washington (a branch office
was opened in Barbados in
1989), and led by managers
seconded by IFC. The cost of
these project development ser-
vices was supported by a com-
bination of multilateral agen-

cies (IFC, IDB, UNDP and
CDB), bilateral agencies, gov-
ernments, and by BAS’ clients.
BAS began operating as a
totally donor-funded organiza-
tion. In 1992, BAS decentral-
ized its operations by creating
two independent organizations
owned by the local private sec-
tor and supported and coordi-
nated from BAS Washington.
The shift to a decentralized
organization was driven by
considerations of client access,
cost and response time.

In 1993, financial support pro-
vided by the traditional BAS
donors was adversely affected
by a combination of reduced
budgets in the donor commu-
nity coupled with a shift
towards other recipients. This
shift necessitated downsizing
of operations and development
of a timetable for achieving
financial self-sufficiency. A deci-
sion was made to permanently
close the BAS office in
Barbados on December 31,
1993, and to urgently reduce
the number of BAS'
Washington staff from about
nine in November 1993 to two
by june 1994, Effective




December 1, 1993, BAS ceased
to be a UNDP project and IFC
assumed full administrative
responsibility for it. Measures
were also taken to reduce the
operating costs of BAS’ two
regional companies, Asesoria
Empresarial Centracamericana
(ASECA) in Costa Rica, and
Enterprise Development Ltd.
(EDL) in Trinidad. Given the
pressure of becoming financial-
ly self-sufficient, BAS began
assisting not only small and
medium scale enterprises but
also larger projects to generate
higher fees.

At the end of 1994 EDL and
ASECA's operations grew sub-
stantially and were near to
break-even. 1994 offered a test
of how strongly the regional
companies were on the road to
financial self-reliance.

FY95 Performance
Highlights

Based on its strong work pro-
gram in 1995, EDL exceeded
its target of achieving opera-
tional self-sufficiency by
recording a profit of approxi-
mately US$75,000. ASECA
incurred a moderate deficit of
about US$100,000. This com-
pany is currently operating
satisfactorily with a strong pro-

ject pipeline. BAS Washington
was also particularly active in
the Dominican Republic. As a
result of BAS’ work, several pri-
vate commercial banks are
likely to obtain much needed
hard currency credit lines for
on-lending to small and medi-
um scale enterprises.

During the year funding com-
mitments and fees accounted
for US$191 million and
US$700,000 respectively.

FY96 Objectives and
Activities

BAS’ mandate for 1996 is to
ensure that both regional
companies have strong fee
generating project pipelines,
and that both achieve sustain-
able financial self-sufficiency
by the end of 1996. In FY96,
IFC is continuing to give BAS
Washington some budgetary
support to enable a small core
of Washington based person-
nel to provide operational
back-up to ASECA and EDL.

The BAS helped to secure US$2.8
million in loan financing to help the
Maclntosh Bedding Company, Ltd.
expand it's furniture division.
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Looking Ahead
FY97

By the end of 1997, the
regional companies are
expected to become moder-
ately profitable. In the mean-
time, EDL and ASECA are likely
to remain moderately depen-
dent on BAS Washington sup-
port for both obtaining and
processing new fee-earning
businesses. IFC will continue to
provide BAS Washington some
budgetary support in FY97
(although somewhat less than
that provided in FY96).

Plan for the next 3 to 5 years

Additional donor funds are
needed to supplement the
financial support now being
provided only by Japan and
Mexico, in order for BAS to
cover a wider range of coun-
tries than at present and to
provide assistance to more
small and medium scale com-
panies. BAS Washington oper-
ations could be expanded if
donor contributions increase.
A main objective for BAS
Washington would be to
extend greater coverage to
countries such as Haiti, The
Dominican Republic, and
Jamaica where the regional
companies do not operate.
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THE MEKONG PROJECT DEVELOPMENT FACILITY

(MPDFE

Background

Following the approval of IFC's
Board in May 1996, the
Mekong Project Development
Facility (MPDF) is now being
established to foster the devel-
opment of viable small and
medium size private sector
enterprises in Vietnam,
Cambodia and Laos, particu-
larly by improving their access
to investment capital. Some
initial activities of the facility
are already underway.

During 1995, IFC initiated the
preparation of a feasibility
study for MPDF, funded by the
Australian Government and
the European Union through
two individual trust funds.

The study recommended set-
ting up MPDF, which should
focus on:

* Providing investment and
business planning assis-
e.lo private sector.
‘companies, to enable them
to access long term debt
and equity capital.

e

e Training and institution
building for companies,
financial institutions and
other private sector sup-
port agencies and firms, in
close collaboration with
other donor initiatives in
this area; this work should
be practical and directly
project related.

Structure and Objectives

The Facility will be based in
Vietnam and offices will be
established initially in Hanoi
and Ho Chi Minh City. For the
first 2 years, MPDF will act
mainly through local organiza-
tions in Cambodia and Laos;
as private sector business activ-
ity expands, fully operational
Facility offices could be estab-
lished in both countries at
about the start of the third
year. The Facility will be estab-
lished initially for 5 years; it will
be headed by a regional
Manager, who will be a senior
staff memiber seconded from
IFC. MPDF will ultimately have

gk
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in the region of 30 staff mem-
bers, the bulk of which will be
locally hired. The Facility will
operate three programs:

Program A

MPDF’s main activity is to pro-
vide assistance to local private
sector companies in evaluat-
ing, structuring, and preparing
projects, and in obtaining
finance. This will involve the
strengthening of operations
and management, and the
preparation of feasibility stud-
ies. MPDF is expected to sup-
port companies requiring
investments mostly in the
range of US$0.25 to US$5 mil-
lion equivalent. The aim of the
Facility is to help grow these
companies into larger dynamic
firms that can create new jobs,
generate foreign exchange
earnings and promote devel-
opment in the region. The
work included in Program A
will also give a practical
grounding to Program B’s
institution-building objectives.

ACTIVITIES ALREADY UNDERWAY
FOR PROGRAM A

During the past nine months,
IFC has been working with
several local companies to
familiarize itself with the local
business environment. As part
of this effort IFC based a staff
member in the field for over
four months. This exercise has
been very useful in identifying
the types of constraints that
MPDF is likely to face. We have
found, for example, that signif-
icant time is required to collect
basic data and to restate inter-
nal accounting records to
international standards. IFC
has also been active in devel-
oping a data base of compa-
nies that offer potential for
direct MPDF assistance; and
MPDF held its first seminar
with potential MPDF clients in
Ho Chi Minh City in July. In a
related initiative, MPDF and
IFC are sponsoring a Johns
Hopkins University research
study on “Vietham’s Most
Promising Private Companies.”
Other sponsors include the
Asia Foundation, Mobil Oil,
Nissho Iwai and the Vietnam
Chamber of Commerce and
Industry (VCCI).



Program B

MPDF's proposed institution-
building and small enterprise
development activities have
drawn significant interest from
a number of parties, including
the Government of Vietham,
potential MPDF donors, and
IFC’s senior management. The
Program consists of developing
the capacity of support agen-
cies (industry and professional
associations, business training
programs, and banks) and local
private sector firms (consultants
and legal and accounting firms)
which are involved with the
development of SMEs.

ACTIVITIES ALREADY UNDERWAY
FOR PROGRAM B

¢ The development of specif-
ic services for small enter-
prises, including loan pro-
ject preparation services

¢ Information sharing and
skills development through
seminars and workshops

e The development of oppor-
tunities for possible cooper-
ation with existing pro-
grams, bilateral and multi-
lateral initiatives.

* The development of local
financial capabilities
through training workshops
and technical assistance.

Program C

The Facility will work closely
with a separate IFC initiative, the
Mekong Financing Line (MFL),
which is a $5 million IFC credit
line to provide debt and equity
financing to SMEs.

A portion of MPDF’s time will
be devoted to identifying and
evaluating possible invest-
ments for MFL, generally as
part of its work under Program
A. On those projects that are
suitable candidates for an MFL
investment, the MPDF team
may devote greater time to
structuring the business pro-
posal and investment package
to meet some of MFL’s invest-
ment requirements. MPDF
may also have a role in super-
vising some of the Financing
Line’s investments. The
Financing Line will pay MPDF
a fee for these services.

ACTIVITIES ALREADY UNDERWAY
FOR PROGRAM C

* The development of a
detailed list of Vietnam’s
most promising small and
medium sized private
companies, their financing
needs and the potential
for MPDF and MFL
involvement.

Mekong Project
Development Facility
(MPDF) is now being
established to foster

the development of

viable small and
medium size private
sector enterprises in

Vietnam, Cambodia

and Laos, particularly

by improving their
access to investment

capital.

53

R



Infrastructure Development in Vietnam

54

Progress made in
Establishing the Facility

The total budget for the
Facility is approximately
US$25 million over 5 years,
representing an average annu-
al budget of US$5 million.
Commitments in principle
made by IFC, Australia, the
European Commission,
Norway and Switzerland—a
total of some US$16 million.
The remaining support
required for funding the full
five-year program, in the
amount of US$9 million is
expected to be funded by
other donors who are currently
considering the project and by
possible follow on contribu-
tions from donors who have
already made single-year com-
mitments. IFC is highly
encouraged by the positive
tone of the discussions that
have so far taken place with
prospective donors. Possible
interest by a number of other
donors will likewise be sound-
ed out over the coming
months.

Given the progress made with
IFC’s fund-raising efforts, we

now project that MPDF will be
able to begin operations on or
about November 1, 1996. The

facility will begin by opening its
Hanoi Office in October or
November, with the Ho Chi
Minh City Office scheduled to
open in January 1997. A
Regional Manager has been
chosen for the Facility and a
search is under way to identify
a senior investment officer to
be seconded from IFC.

Donor Involvement in
MPDF Policy and
Operations

Donor and Advisory Boards:
MPDF will establish a Donor
Board to enable donors to
consider and approve opera-
tional programs and budgets
for the Facility. All donors are
encouraged to appoint a rep-
resentative to the Board. An
Advisory Board will also be
created to provide guidance to
the Facility. Advisory Board
members will have business,
government or academic
backgrounds which will enable
them to give solid “hands-on”
advice to MPDF and provide
them with networking possi-
bilities. The Advisory Board will
have representatives from
Vietnam, Cambodia and Laos,
as well as from foreign coun-
tries that are active investors in
the region. Nominations by
the donors for the Advisory
Board will be welcome.
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POLISH BUSINESS ADVISORY SERVICE

Development and Growth
of the Operation Since
Inception

The International Finance
Corporation (IFC) and the
European Bank for Recon-
struction and Development
(EBRD), with considerable
financial support from several
donor countries, jointly created
a business advisory service for
Poland in 1991 with a five-year
mandate that concluded in
1996. A transition from an [FC-
executed facility to local spon-
sorship of follow-on activities is
now being implemented.
Officially part of IFC, the oper-
ations have been funded by
IFC, EBRD, USAID and the
governments of ten other
countries. Substantial support
in kind has been received from
the EC-PHARE program, the
British Know-How Fund, and
Eximbank of India.

The Polish Business Advisory

~ Service, or as it has been
know by its Polish name,
Miedzynarodowa Pomoc

. Polskim Przedsiebiorstwom or
3P, has provided financial an
technical advisory services for:

al and -

have consisted of the prepara-
tion of business plans and
investment proposals; in addi-
tion, 3P/PBAS has engaged in
technical advisory work,
investment implementation
and operational support. In
recognition of the desire to
create a wider impact,
3P/PBAS also promoted the
development of local business
consultants, initially through a
workshop program that was
presented in all major region-
al centers of Poland, and
recently by introducing into
Poland the successful Business
Development Utilizing New
Technology (BUNT) consul-
tant training and SME sup-
port program.

Details of PBAS activities are available
in the 1991 through 1996 quarterly
reports to donors.

1996 Objectives and
Activities

Operationally, 3P/PBAS closed
on June 30, 1996. During the
first six months of 1996, it is
anticipated that 3P/PBAS will
have completed 49 assign-




GoSat. Expansion of one of Poland’s
Cable TV companies.
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ments. In the area of training,
3P/PBAS completed four POL-
BUNT training modules (based
on the EUROBUNT concept)
which in addition to providing
training in diagnostic and prob-
lem-solving tools for SME's,

also provided supervised on-
site advisory assistance to 40
individual enterprises.

Performance Highlights of
the Five-year Period

3P/PBAS’s performance during
the five-year period can be
summarized as follows:

¢ a total of 160 companies
were assisted through 183
assignments;

* of these assignments, 29
were financial and helped
raise USD 27.5 million
equivalent in commitments
to fund individual projects
or to restructure the bal-
ance sheet;

* a total of about 3,000 jobs
were either created or sal-
vaged as a result of
3P/PBAS’s assignments;

* 3P/PBAS helped introduce
to Poland the international
quality standard I1SO 9000
series and assisted 20
medium companies in
being certified;

* 24 medium companies
either found or regained
foreign markets for their
products;

* 12 medium companies
were provided with a new
management information
or accounting system;
and,

An increasingly important fea-
ture of 3P/PBAS was to involve
local consultants, wherever
possible, in its work. To provide
local consultants with the nec-
essary skills and know-how,
workshops for local SME con-
sultants and others with an
interest in the SME sector were
given in all major industrial
centers of Poland. A total of 40
workshops and seminars were
offered which were attended
by over 1,800 individuals. In
this manner, many more com-
panies could be reached with
3P/PBAS’s marketing, technical
and financial expertise than the
limited number of companies
directly serviced. Four POL-
BUNT training modules were
offered training a further 80
prospective consultants.



In Retrospect

The original premise underly-
ing the establishment of
3P/PBAS remains valid, i.e.,
the development of a healthy
middle sector, owned by local,
private entrepreneurs, is essen-
tial for the future of the econ-
omy of Poland. Development
in an orderly fashion of man-
agement know-how and expe-
rience in a free-market system
remains one of the highest pri-
orities in realizing the growth
potential and underlying
strengths of the medium-scale
enterprise sector of Poland.
3P/PBAS made a start: by
assisting a large number of
companies, it has not only
added direct value to the
economy during the transfor-
mation process, but it has also
established models for future
consulting and advisory work
in Poland.

This is important, for if the
transformation process is to be
successful, a far larger number
of enterprises will have to be
reached soon than could ever
be reached by 3P/PBAS alone.
Also, more of the technical
support to promising
prospects necessarily will need
to be of a longer-term nature.

The most cost-effective way to
reach all or a large part of the
7,500 medium enterprises in
Poland is to involve other,
commercially oriented parties
in the process and to make
the Polish consulting industry
part of the process.

In these areas, 3P/PBAS has
provided selected local consul-
tants with the means and the
necessary skills to operate
within the private, medium-
scale enterprise sector and also
by providing access for local
consulting firms to outside
industrial expertise and mar-
kets. There is growing evi-
dence, that the “pairing” of
Polish consultants with expa-
triate industry experts has
made local consultants more
self-assured and more capable
of handling assignments on
their own.

3P/PBAS has also helped in cre-
ating the know-how necessary
for advisors and consultants to
function in the SME sector.
Particularly, the POLBUNT pro-
gram has received a warm wel-
come and in large part for this
reason, the Polish Foundation
for SME Promotion and
Development, which was creat-
ed as the principal vehicle for
EU-PHARE support for the SME
sector, has requested 3P/PBAS
to help establish a follow-up

Development in an
orderly fashion of
management
know-how and
experience in a free-
market system
remains one of the
highest priorities in
realizing the growth
potential and
underlying strengths
of the medium-scale
enterprise sector

of Poland. 3P/PBAS

made a start...
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Mech-Go. A small producer of metal
machine components, which was
helped to regain market share and
obtain 1SO9000 certification.
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project. Under the presently
contemplated version, a Polish-
managed and Polish-owned
institution will be created that
would organize POLBUNT
training modules on a regional
basis and then use the thus
formed consultants’ body to
develop regional business net-
works, a main goal of the
Foundation. 3P/PBAS is making
part of its surplus funds avail-
able for this operation as are
several bilateral donors. Also,
several donors have indicated
their intention in principle to
fund individual training mod-
ules in cooperation with the
new organization.

A second follow-up operation,
also to be funded from surplus
funds, is a consultant support
fund. Despite further growth
in the number of business
advisors and counselors to the
SME sector, there will for some
intermediate period be a
major shortage of advice to a
SME sector. This sector still
appears to be struggling to

overcome particularly manage-
ment deficiencies which are
prolonging the transition peri-
od to the free market econo-
my. Foreign volunteer pro-
grams, such as the executive
services organizations from
Canada, France, Germany, the
Netherlands, the United
Kingdom and the United
States, are making a significant
contribution but are unable to
reach more than a fraction of
the over 7,500 medium enter-
prises of Poland.

To help cover this gap, a num-
ber of present 3P/PBAS staff
and some other business con-
sultants trained by PBAS have
indicated an interest in pursu-
ing a career in SME
consulting.

To provide a further induce-
ment, the consultant support
fund will purchase in advance
some of these prospective
consultants’ time—in effect
helping them cover their fixed
expenses during a start-up
period and freeing up their
time for business prospect-
ing—and then make this time
available to Caresbac Polska, a
small developmental venture
capital fund operating in



Poland in roughly the same
business sector as has
3P/PBAS. These consultants
will then also serve as the first
nucleus of the business adviso-
ry network that is envisaged
by the Polish SME Foundation.

Conclusion

3P/PBAS has been a successful
program responding to the
needs of the Polish SME sector
during a critical period as the
country began its transition to
a market economy. Strong
donor support made it possi-

ble to implement the 3P/PBAS
program of activities, and to
carry out a smooth graduation
from an IFC executed facility
to a local sponsorship of Polish
activities. The successor Polish
program—a logical follow-up
of the originally conceived and
IFC managed PBAS—will
ensure that services provided
by 3P/PBAS will be available
for the continuing develop-
ment of the SME sector of
Poland.

Top: Urbanask/Ecovit. A producer of
marinated mushrooms and vegeta-
bles that was helped to improve the
overall efficiency of its operations.
Bottom: Wuteh. A privatized manu-
facturer of commercial furniture that
was helped fo increase sales.
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See SPPF 1995 Annual
Report for full details.

Development and Growth
of the Facility Since
Inception

The South Pacific Project
Facility (SPPF) was set up to
address a long-felt need to
help entrepreneurs in the
South Pacific island countries
identify and prepare viable
small to medium sized pro-
jects. SPPF was established in
1990 for an initial period of
five years with a budgeted
cost of US$7 million. The
Facility was approved by IFC's
Board of Directors in
November 1989 and became
effective in August 1990. The
SPPF regional office in Sydney
was established in August
1991. In February 1995 the
Board of Directors of IFC
approved an extension of the
term of SPPF (including an IFC
investment of US$2.2 million)

for a further five years with an
expanded mandate to reflect
the transition of SPPF from the
establishment phase into a
consolidation phase.

SPPF provides advisory services
to private entrepreneurs in the
Pacific island countries, mainly
in Fiji, Federated States of
Micronesia (FSM), Papua New
Guinea, Kiribati, Marshall
Islands, Solomon Islands,
Tonga, Vanuatu and Western
Samoa. These services include
helping entrepreneurs prepare
market, technical and feasibili-
ty studies needed for raising
finance for viable small to
medium sized projects. SPPF
also identifies promising entre-
preneurs in the Pacific Islands
and assists them in organizing,
diversifying and expanding
their businesses; it also advises
Pacific Island governments on
privatization and other issues
relating to the development of
the private sector in their
countries.




The Facility does not provide
project financing; rather, it
works with these entrepre-
neurs during the whole cycle
of project preparation until
funding is secured. The Facility
supports projects with individ-
ual total investment costs in
the range of US$0.25 to
US$5.0 million equivalent, but
may consider smaller or larger
projects depending on the
conditions in the host
countries.

SPPF is sponsored and man-
aged by the IFC, which also
provides overall support in
areas including technical, envi-
ronment, legal and manage-
ment. The budgeted cost for
the next phase of SPPF is
US$10.9 million and Australia,
Japan and New Zealand as
well as IFC have so far com-
mitted funds for this phase.

In 1996 the Asian
Development Bank agreed to
provide US$300,000 in fund-
ing for the costs of short-term
consultants to SPPF, whilst the
Export-import Bank of India
also helps support SPPF activi-
ties by covering the fees for
Indian technical experts select-
ed for short-term technical
assistance assignments for
SPPF. The Centre for the
Development of Industry

(CDJ), Brussels, collaborates
with SPPF to provide, where
feasible and appropriate, tech-
nical assistance support to
SPPF projects.

SPPF has an Advisory Board
consisting of prominent repre-
sentatives of the private sector,
mainly from within the Pacific
region. The Advisory Board
meets twice yearly to provide
SPPF management and staff
with a forum to discuss policy
and operation matters. The
presence of private sector rep-
resentatives provides SPPF
with invaluable and relevant
business experience. The
Board was reconstituted for
the second phase of SPPF, and
the Board last met in Sydney
in July 1996.

IFC provides the regional man-
ager to the project. The bal-
ance of the core staff for the
field office have been recruited
locally. In addition, SPPF
makes extensive use of special-
ized local and international
consultants to complement
the skills of the core staff.
During 1995, SPPF hired some
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SPPF helped a local ginger farmer
obtain a term loan facility to finance
the construction and equipping of a
ginger processing plant.
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47 short-term consultants
from 12 countries. As a matter
of policy, local consultants are
given preference if the needed
professional experience is
available as a part of SPPF’s
efforts to assist in the transfer
of know-how to the South
Pacific region and to upgrade
the quality of locally available
consultant services.

1995 Objectives and
Activities

This was the fifth and last year
of the initial 5 year term of the
Facility. The primary activity
was to continue to build the
pipeline of projects through
expanding awareness of SPPF
and its services in the Pacific
Island nations, establishing
links with local organizations
to act as ‘antennae’ in sourc-
ing projects and establishing
the credibility of the facility in
the Pacific Island countries.

SPPF reports on a calendar
year basis, and during the year
ended December 1995, the
Facility:

e received 209 requests for
assistance;

e conducted 21 feasibility
studies;

e helped 13 projects get
technical assistance and
obtain funding, which rep-
resent investments of
US$7.29 million equivalent.

These 13 investments are esti-
mated to create about 90
jobs, and at capacity provide a
net annual foreign exchange
benefit of about US$2.7 mil-
lion, which is in line with the
original projections for the
Facility. The projects have an
average cost of US$1,041,000.
During 1995, SPPF staff visited
all the Pacific Island countries,
to seek out new business
opportunities.



" Phasel Phase Il Projections
Actual Total 1996
Number screened 988 625 105
Number of feasibility studies 126 186 26
Projects completed/funded 51 83 1
Project cost US$41.75 mill US$100 mill US$13.5 mill
Funds raised US$28.83 mill US$60 mill US$8 mill
Number of jobs created 986 1500 200
Favorable foreign US$23.54 US$75 mill UsS$10 mill

exchange impact

Results of SPPF Phase |

SPPF met all of its perfor-
mance indicators for Phase |.
The cumulative results for
SPPF are seen in the table
above.

The facility is confident of
meeting those projections.
One objective for the next
year is to screen projects more
thoroughly so that a larger
proportion of SPPF’s efforts are
spent on projects which are
ultimately followed through to
the funding stage.

Plan for the next 3 to 5 years

As the facility is completing
its establishment phase and
beginning phase I, the objec-
tives will broaden somewhat,
while retaining its primary
focus on helping private
entrepreneurs prepare studies
and raise financing. There will
be an increased focus on
developing the local agents
and affiliates to enable more
of SPPF’s services to be pro-
vided in the field. Central to
this objective will be a struc-
tured program of training and
skills transfer. SPPF will also be
prepared to carry out a limit-
ed number of technical assis-
tance assignments, with a
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view to promoting private
sector development.

The Board of Directors of IFC
in March 1995 also approved
a pilot quasi-equity investment
facility (the Pacific Island
Investment Facility or PlIF) for
the Pacific Island nations. The
PIIF is targeted at small and
medium sized enterprises in
the Pacific Island countries
which need additional equity
or quasi-equity capital. Its

main objective is to comple-
ment SPPF, by providing a
source of equity capital to
strengthen companies’ equity
base and thus allow the raising
of the overall financial plan
required. Whilst IFC is respon-
sible for the appraisal and
investment decisions of the
PIIF, SPPF has a key role in the
identification and preparation
of projects which are candi-
dates to obtain funding.
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SERVICE (FIAS)

L, FOREIGN INVESTMENT ADVISORY

Background

FIAS was created in 1985 by
IFC to advise developing coun-
try governments (now also
including the economies in
transition of Central and
Eastern Europe) on how to
enhance their policies, pro-
grams and institutions in order
to attract more beneficial for-
eign direct investment (FDI).
FIAS is now a joint venture of
IFC and IBRD. IFC brings 40
years of experience as an
investor in the private sector,
providing both loans and equi-
ty finance to companies in
developing countries, whereas
IBRD gives to FIAS the advan-
tages of its extensive experi-
ence in promoting the eco-
nomic growth of developing
countries through public lend-
ing and policy reform.

FIAS has been helping devel-
oping countries eliminate
restrictions on FDI, and to
build up new regimes that
would better facilitate such
investment. The impact of
FIAS work in over 90 countries
is shown in numerous policy
changes that have begun to
create a more open environ-
ment for foreign investors.
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These policy changes in many
countries have followed, and
have been consistent with
advice from FIAS.

Advice is given only at the
request of a host government,
helping it to accomplish their
own objectives with respect to
FDI. FIAS aims to provide
practical advice and concrete
proposals that focus on the
most important changes need-
ed, and that can be imple-
mented quickly. Findings and
recommendations are submit-
ted to governments either in
the form of brief written
reports, or face-to-face
through workshops and infor-
mal meetings. FIAS follows up
its recommendations by acting
as a catalyst, helping govern-
ments to implement proposed
changes. Over the years,
advice of five different types

has been provided to develop-
ing country governments.

e Diagnostic studies identify
the main problem areas
affecting FDI in the coun-
try. A wide range of issues
have been thrown up by
these studies, including
some of the macro-policies
(e.g., foreign exchange
allocations), immigration
policies (e.g., rules for
bringing in foreign staff),
as well as specific invest-
ment policies.

¢ Investment policy studies
focus on the specific invest-
ment policies that may be
influencing the amount
and quality of direct invest-
ment. Examples of such
policies include foreign
ownership restrictions,
screening requirements
and investment incentives.
Analysis of policies on
backward linkages between
foreign investors and local
firms is a growing area of
interest to developing
countries.

e Sector studies identify poli-
cies that are impeding direct
investment in specific sec-



tors. Most recently, FIAS has
focused on the policies that
affect private FDI in infra-
structure sectors.

e Institution building where-
by FIAS has been active in
helping developing coun-
tries create and structure
investment promotion
agencies, and in reorient-
ing or even dismantling
screening agencies. It also
has helped countries cre-
ate programs and institu-
tions to promote back-
ward linkages and to
improve FDI data.

¢ Promotion strategies are
developed for countries
that have viable investment
promotion institutions. At
the most general level a
promotion strategy will
determine the relative
importance that should be
given to the three main
elements of promotion:
image building, investor
servicing and targeted
investment generation.

In addition to advising individ-
ual countries, FIAS conducts
research to develop new

AR A e

knowledge, and to dissemi-
nate knowledge and experi-
ence gained in multi-country
conferences.

Thirty one advisory projects
were completed during the
year, of which 27 dealt with
new subjects, and 4 were con-
cerned with finding ways to
implement earlier FIAS advice.
In addition, FIAS sponsored
and ran three major confer-
ences, two focusing on FDI in
infrastructure (for 11 countries
of Central and Eastern Europe,
and 16 countries in Africa) and
one dealing with competition
and incentives for FDI in Asia
(attended by 17 Asian coun-
tries). Finaily, one Occasional
Paper was published (on FDI
in privatization) and another
was completed and sent to
the printer (on policies and
programs to encourage back-
ward linkages between foreign
investors and local firms).

Top: Roundtable on Competition for
Foreign Direct Investment—
Implications for Asia and

the Pacific in Bangkok

Bottom: Roundtable on the Business
Environment for Promoting and
Implementing Foreign Direct
Investment in Vietnam'’s
Infrastructure held

September 1995 in Hanoi
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Advice is given at
request of a host
government in order
to attract foreign
direct investment.
FIAS aims to provide
practical advice and
concrete proposals
focused on the most
important changes

needed that can be

implemented quickly
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The advisory program covered
a wide range of subjects.
General diagnostic studies
were carried out in only four
countries this year. These were
the first FIAS involvements in
Marshall Islands, Tonga,
Belarus and Georgia.
Investment promotion institu-
tions and strategies were the
focus in seven countries
(Ghana, Philippines, Brazil,
Panama, Bolivia, Tunisia, and
Sichuan Province of China).
The project in Sichuan was
something of a new product
in that it was the first FIAS
project at a provincial level.
Another seven advisory pro-
jects were in relatively new
product areas for FIAS. Two
dealt with policies and pro-
grams to encourage backward
linkages between foreign
investors and local firms. FIAS
conducted research in this
area to establish best practice
(reported in a forthcoming
Occasional Paper) and held a
roundtable for countries in
Asia on the subject in 1994.
Earlier, backward linkage pro-
grams were designed for the
Philippines and Thailand.

Such a program was designed
for Indonesia in FY96, and the
policy and institutional imped-

iments to linkages were identi-
fied in Mexico along with rec-
ommendations for more effec-
tive actions.

Two projects (in Namibia and
Mozambique) provided
detailed descriptions of the
processes and approvals that
an investor must obtain in
order to make an investment.
These two projects follow a
similar project in Ghana last
year. These studies have a big
impact on government offi-
cials, who often don't know
the full range of red tape to
which investors are subjected.
Another relatively new area is
work on FDI in infrastructure.
An Asia regional roundtable
was held on this subject in
1993. Such a regional round-
table is considered to be the
first phase of FIAS work on the
subject in a region.
Subsequently, FIAS has identi-
fied specific policy issues in
China and Vietnam. This is the
second phase of the work. In
China, the third phase of the
work was completed in FY96,
with assistance in the revision
of approval procedures, bid-
ding documents and model
contracts. FIAS was the coor-
dinator of this work, with
heavy inputs from IFC's
Infrastructure, Corporate
Planning and Legal depart-
ments, and from the Bank and



outside legal consultants. The
second phase of the work to
identify the issues in Vietnam
also was completed in FY96,
and the third phase is under
discussion. Second phase work
was started in the Philippines
as well in FY96, and similar
requests for assistance were
received from Sri Lanka and
Nepal. As noted above, two
regional roundtables on FDI in
infrastructure were held in
Europe and Africa in FY96. It is
expected that these will lead
to country specific work in the
future.

Other new features of the pro-
gram in FY96 included two
projects for regional group-
ings, and one project designed
to boost the capacity of a
country to collect meaningful
data on FDI. The projects for
regional groupings included a
survey for the Maghreb Union
of the desirability and feasibili-
ty of harmonizing investment
incentives. The second project
assisted the countries that
touch on the Mekong river
basin to develop an approach
to attract FDI to the area. This
project was done together
with the Asian Development
Bank. Finally, FIAS helped
Indonesia to develop the insti-
tutional structure and methods
to improve collection of FDI
data. This follows earlier work

on the same subject in the
Philippines, where recommen-
dations are now being
implemented.

Funding

FIAS has been supported by a
variety of funding sources over
its 11-year history. Of course,
IFC and later MIGA and the
IBRD have contributed contin-
uing funding. MIGA is no
longer a contributor, but IFC
and the IBRD covered about
41% of FIAS estimated
expenses in FY96. The UNDP
has been an important source
of funding as well, over time
having contributed about one-
fourth of all FIAS's funding.
UNDP funding has been
declining in recent years as its
own sources of funding are
reduced. Among bilateral
donors for special programs,
Australia and New Zealand are
supporting a FIAS office in
Sydney enabling increased
FIAS work in the Pacific as well
as in Asia. USAID has also been
an important source, particu-
larly for FIAS’s work in Africa.
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The contributions to the gen-
eral trust fund have been a
particularly valuable source of
funding for FIAS. These funds
are not tied to specific years,
projects, regions, or types of
expenditure. The trust fund
thus gives FIAS an ability to
plan and to respond flexibly to
demands. Contributions to the
Trust Fund have amounted to
US$10.3 million over the 11
years of FIAS's existence (i.e.,

through the end of FY96).
This is about 27% of total
funds received by FIAS from
donors during that period.

FIAS has now basically com-
pleted a drive to secure addi-
tional contributions to the
trust fund to help pay for
activities through FY97. The
level and funding of FIAS's
activities after FY97 are being
reviewed with the FIAS
Supervisory Committee, and
the conclusions will be incor-
porated in the program start-
ing in FY98.
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5. PRINVATIZATION ACTIVITIES IN THE FORMER
SOVIET UNIOIN (FSU)

Development and Growth
of the Program Since
Inception

IFC’s role in privatization and
capital markets assistance to the
Former Soviet Union was
defined in the fall of 1991, in the
context of technical assistance
efforts being organized by the
World Bank. The World Bank has
a comparative advantage in pro-
viding advice on national policy,
while IFC’s comparative advan-
tage, which is based on its trans-
action expertise, is in designing
and implementing replicable
model privatization and capital
markets programs that could be
adopted for widespread use in
these countries.

Following the breakup of the
Soviet Union in late 1991, IFC
initiated its privatization and
capital markets efforts in the
Russian Federation, and later
in Ukraine and Belarus, as the
new governments in these
countries decided to establish
market economies. IFC’s assis-
tance in privatization has been
successful, both in the privati-
zation of individual enterprises
and in the creation of model
schemes that have a wide
demonstration effect.
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PRIVATIEATION PROGRAN

IFC’s current and previous
technical assistance projects
were developed according to
a set of general principles,
including fairness, trans-
parency, simplicity, replicabil-
ity, widespread public partici-
pation, and political support
at both the national and
regional levels.

Using a regional approach, IFC
designed and implemented
model programs to privatize
the small business and trans-
port sectors in the Russian
Federation. In addition, IFC
helped implement the Russian
Federation Mass Privatization
Program and began extensive
work in the securities markets
that emerged as a result of
mass (voucher) privatization in
the Russian Federation.
Current projects include work
on agricultural land privatiza-
tion, enterprise training, and
capital markets development
in the Russian Federation;
small-scale privatization, mass
privatization, post-privatization

support, agricultural land pri-
vatization, and pilot large-scale
privatizations in Ukraine; and
small-scale privatization and
post-privatization in Belarus.

IFC’s efforts in the Russian
Federation, Ukraine and Belarus
could not have been carried out
without considerable support
received by the Corporation
from bilateral donors. Total
donor commitments to date
stand at $46.8 million equiva-
lent. The two primary donors for
IFC’s work in the Russian
Federation have been the UK
Know How Fund and USAID,
with support totaling US$21 mil-
lion equivalent and US$9.5 mil-
lion, respectively. Other coun-
tries providing support include
Canada, Sweden, Finland and
Switzerland. In Ukraine and
Belarus, IFC’s small-scale privati-
zation work has been supported
by USAID (US$9.3 million to
date), while agricultural land pri-
vatization, post-privatization and
case-by-case pilot privatization
activities in Ukraine have been
funded by the UK Know How
Fund (US$5.5 million equivalent
to date). The mass privatization
project has been financed both
by the UK Know How Fund
(US$800,000 equivalent to date)



and an IFC Trust Fund estab-
lished with the Japanese
Government (US$500,000
equivalent to date). In the com-
ing fiscal year, USAID will also
support the post-privatization
project in Ukraine (see table on

page 9).

FY96 Performance
Highlights and Objectives

IFC’s technical assistance work
continues in several key sec-
tors, with approximately 500
long-term IFC consultants resi-
dent in the Russian Federation,
Ukraine, and Belarus.

In the Russian Federation, IFC has
expanded its involvement in an
innovative agricultural land priva-
tization effort. IFC and officials in
the Nizhny Novgorod region
designed and implemented the
first successful model for reorga-
nizing state and collective farms.
Begun in late 1993 with USAID
support, the model has been
adopted as a federally- approved
program for agricultural land pri-
vatization in the Russian
Federation and has expanded
with IFC assistance and UK Know
How Fund and Canadian sup-
port to five additional regions. By
the end of the project’s third sea-
son in May 1996, 174 farms had
been privatized.

With technical assistance support
from the UK Know How Fund,
IFC has initiated a training pro-
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gram for medium-sized priva-
tized enterprises in Nizhny
Novgorod to help them adjust to
a market economy. The program
employs IFC specialists and acad-
emic trainers to teach Western
business methods and business
planning techniques. So far, 222
enterprises have received training
under the program.

IFC is providing a range of tech-
nical assistance in the capital
markets area. In particular, IFC
is assisting the Russian
Federation Securities and
Exchange Commission. it has
also approved US$75 million in
investments geared towards
mobilizing portfolio investment,
supporting the banking sector,
and helping to build key market
institutions. The Corporation is
also identifying companies
desiring to raise funds through
public offerings, with a techni-
cal assistance grant from the UK
Know How Fund.

In Ukraine, additional support
from USAID has allowed IFC to
expand its assistance in the area
of small-scale privatization, with
over 7,500 small enterprises pri-
vatized through the program so
far. Over 50 full-time IFC con-
sultants assist 22 cities through-
out Ukraine in implementing
small-scale privatization. IFC has
recently begun a new initiative
to assist with small-scale privati-
zation in Crimea, which lags

S Pl
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Agricultural land in Ukraine was
privatized for the first time using
the “Donetsk model” in

March 1996 with funding by the
UK Know How Fund.
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Tractor at the former collective farm
“Imeni Kirova,” in Russi’s Nizhny
Novogorod Oblast. The farm, which
produces milk, meat and grains, was
the 100th farm privatized with IFC’s
assistance in the province.
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behind the rest of Ukraine in
the implementation of small-
scale privatization.

IFC has also expanded its post-
privatization support in
Ukraine. During the last fiscal
year, with UK Know How Fund
support, IFC ran business cen-
ters that provided training,
business planning consulting
and information services in
four Ukrainian cities that
resulted in over US$1 million
in investment into Ukrainian
small businesses.

IFC also assists in Ukraine’s mass
privatization program. The IFC
program is aimed at accelerat-
ing the privatization of large
enterprises by improving imple-
mentation of the process at the
local level. IFC’s assistance in
this area is being financed by
the UK Know How Fund in one
pilot region of Ukraine. Funding
from the Trust Fund established
by the Japanese Government is
supporting activities in three
additional regions.

Recently, IFC has begun an
agricultural land privatization
project in Ukraine similar to
that developed by IFC in the
Russian oblast of Nizhny
Novgorod. With support pro-
vided by the UK Know How
Fund, IFC has worked in the
pilot region of Donetsk to
develop and implement a

model for reorganizing state
and collective farms. In March
1996, three collective farms
completed the reorganization
process, resulting in the cre-
ation of 13 new private farm-
ing enterprises and 15 family
farms, establishing for the first
time a working model for land
privatization in Ukraine.

In Kiev, IFC local legal staff
assist the national government
in drafting legislation aimed at
speeding up and refining the
privatization process overall.

IFC is also assisting Ukraine
with pilot large-scale enter-
prise privatizations.

In Belarus, with support from
USAID, IFC has expanded its
assistance in the area of small-
scale privatization. To date, 30
to 50 percent of enterprises
have been privatized in IFC-
assisted cities. In addition, with
support provided by the UK
Know How Fund, IFC has
opened a post-privatization
support project that established
a business center in the city of
Brest to provide training, con-
sultation and information ser-
vices to small businesses.

A more complete description
of IFC’s privatization and capi-
tal markets-related technical
assistance activities in the
Former Soviet Union is provid-
ed in the attached Annex.



Strategy

In the coming years, IFC will
continue to assist the Russian
Federation, Ukraine, and
Belarus in key areas of privati-
zation and capital market
development.

In the Russian Federation, IFC
plans to further expand its agri-
cultural land privatization
scheme to other regions in
cooperation with the World
Bank. IFC will continue to identi-
fy and work with companies
seeking to carry out public offer-
ings and to raise equity capital.
IFC will continue its training for
managers of medium and large
privatized enterprises. Finally,
IFC will continue its institution-
building activities for the Russian
Federation’s emerging capital
markets, including the setting
up of an independent registrar
for large issuers.

In Ukraine, IFC plans to con-
tinue its program of assistance
to the large-scale mass privati-
zation process at both the
regional and national levels.
With additional support by the
UK Know How Fund, IFC will
also expand its program of
agricultural land privatization
in the Donetsk region in
Ukraine. Small-scale privatiza-
tion will continue until a criti-
cal mass of enterprises has
been privatized (probably by
mid-1997). Government advi-
sory work will continue, with a

focus on refining privatization
legislation. Post-privatization
activities will continue and
expand, with USAID funding,
to an additional four cities.

In Belarus, IFC intends to expand
its small-scale privatization pro-
ject to all cities requesting assis-
tance. Given further donor
finance, it will also consider
opening its post-privatization
project in several more cities.

IFC intends to continue its poli-
cy of jointly funding technical
assistance projects over the next
few years. It is anticipated that
the UK Know How Fund will
remain the largest contributor
to IFC’s technical assistance
activities, in light of its substan-
tial support for the Russian
Federation Agricultural Land
Privatization project, the
Ukraine Agricultural Land
Privatization project, the
Ukraine Mass Privatization pro-
ject, and the Belarus Post-
Privatization project. In addition
to supporting the Ukrainian and
Belarussian Small-Scale
Privatization projects, USAID
has also allocated an additional
US$2 million to fund the Post-
Privatization project’s operations
in Ukraine through Summer
1998. IFC’s mass privatization
activities in Ukraine are
expected to continue with
donor support.

iIFC will continue to
assist the Russian
Federation, Ukraine,
and Belarus in key
areas of privatization
and capital market
development and,
with donor support,
intends to continue its
policy of jointly
funding technical
assistance projects over

the next few years.
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ANNEX: SUMMARY OF PRIVATIZATION ACTIVITIES
IN ' THE FORMER SOVIET UNION
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RUSSIAN FEDERATION:
Summary of Projects

Agricultural Land Privatization (UK
Know How Fund Contribution,
US$17.9 million equivalent; USAID
Contribution, US$1.8 million; and
Canadian Government
Contribution, US$1.8 million equiv-
alent): This project, begun in the
Nizhny Novgorod region in
1993, had by the end of its third
season in May 1996 assisted 174
state and collective farms in dis-
tributing their land and property
to entitled farm members. More
than 850 new private farming
enterprises have been created
and about 600,000 hectares of
land have been privatized with
project assistance in Nizhny
Novgorod, Rostov, Orel, Ryazan,
Volgograd and Kirov. The pilot
project, developed by an IFC
team in collaboration with the
administration of Nizhny
Novgorod and Russian legal and
agricultural experts, has been
endorsed by Prime Minister
Chernomyrdin as a farm reorga-
nization model for the Russian
Federation. Supporting legislation
has been adopted at national and
local levels. Over 30,000 manuals
on land privatization, developed

by the project, have been distrib-
uted to all collective and state
farms, as well as local administra-
tions throughout the Russian
Federation.

Enterprise Training Program (UK
Know How Fund Contribution,
US$500,000 equivalent): For
enterprises privatized in the
Nizhny Novgorod region, IFC is
initiating training programs to
assist managers in adopting
Western business methods and
creating effective business plans.
To date, 222 enterprises have
sent representatives to the week-
long training seminar. Of these
enterprises, 78 have returned
business plans to the IFC.

Capital Markets Development (UK
Know How Fund Contribution,
US$2 million equivalent): The UK
Know How Fund contribution was
to go to the implementation of
two public share offerings for
newly-privatized companies. After
preparing for an offering for one
of the companies, it was decided
with the company’s shareholder,
one of Russia’s premier banks,
that restructuring to attract a for-
eign investor to the company was
more appropriate than making a
public share offering. This change
in orientation was met with UK



Know How Fund support. The
modified plan is directed at sup-
porting the bank’s restructuring
of its investment, while imple-
menting corporate governance
procedures to address key finan-
cial, legal and commercial issues.
The exercise will, in addition, con-
tribute to the turn-around of
most of Russia’s most important
manufacturing facilities.
Simultaneously with the restruc-
turing, IFC is in the process of
selecting a second candidate for a
public share offering.

This assignment is expected to
demonstrate tangibly to local
enterprises how to raise new
equity capital through the securi-
ties markets and to demonstrate
to local brokers what their role
should be in assisting enterprises
to raise such equity capital. Other
objectives include: testing the
operational procedures and effec-
tiveness of third-party registrars
and brokers in the region; draw-
ing lessons that can be used by
federal and regional authorities
responsible for rules and regula-
tions governing securities emis-
sion and trading; reducing local
enterprises’ dependence on
(expensive and scarce) debt
financing by developing equity
financing as a viable alternative;
and encouraging new portfolio
investment by helping establish
clearer rules and regulations for
share ownership and trading.

Enterprise Support (UK Know How
Fund Contribution, US$390,000
equivalent): In order to increase

investment in privatized Russian
Federation enterprises, the UK
Know How Fund has provided IFC
with technical assistance funding
for project specific feasibility stud-
ies, as well as a review of the legal
and regulatory framework for
making investments in post-priva-
tized Russian Federation enterpris-
es. In addition, the IFC and UK
Know How Fund have an in-prin-
ciple agreement for the UK Know
How Fund to provide project spe-
cific money totaling US$2.5 mil-
lion to support IFC’s Volga Fund
in order to further investment in
privatized enterprises.

Mass Privatization (USAID
Contribution, US$3.25 million):
Immediately following a series of
pilot auctions for large Russian
Federation enterprises in
December 1992, IFC was asked
by the Russian Federation
Government to assist in establish-
ing voucher auctions in several
regions and to achieve a
“demonstration effect” which
would inspire privatization in
other regions. Resident [FC-man-
aged teams were established in
Nizhny Novgorod, Volgograd,
Tomsk, Novosibirsk, and Yakutsk.
In addition to assisting in the cor-
poratization of the companies to
be privatized and in managing
the bid reception and processing
centers, the team undertook
broad-based public relations
campaigns in each region.
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By June 1994, when the voucher
scheme was completed, IFC had
assisted in the sale of over 1,100
medium and large enterprises in
five regions, collecting nearly six
million vouchers.

Trucking Privatization (USAID
Contribution, US$800,000): In
early 1993, after working with the
Nizhny Novgorod authorities on a
privatization scheme, IFC helped
disband the regional trucking
monopoly and create 42 new
medium-sized private companies.
In addition, more than 800 trucks
were sold to 700 individuals
through 22 auctions. IFC pro-
duced a manual on trucking pri-
vatization for use by officials from
other regions. Distributed to all
oblast and regional officials
throughout the Russian
Federation, the manual outlined
the principles behind the Nizhny
Novgorod truck privatization and
provided detailed administrative
steps and a full set of working
documents. Thanks to support
from IBRD at the national policy
level, efforts at replication of
transport privatization proved
successful, with 70 percent of
Russian Federation regions adopt-
ing all or part of the Nizhny
Novgorod model plan.

Small-Scale Privatization (USAID
Contribution, US$3.6 million):
Drawing on prior experience in
Eastern Europe, IFC initiated
work on small-scale privatization
in the Russian Federation in late

1991. IFC selected the city of
Nizhny Novgorod as a pilot
because of strong, reform-mind-
ed local leadership. In late
January 1991, IFC began imple-
menting a small-scale privatiza-
tion program in cooperation
with Nizhny Novgorod officials.
Following the introduction of
privatization in Nizhny
Novgorod, the Russian
Federation authorities asked IFC
to prepare a manual based on
the Nizhny Novgorod model of
small-scale privatization to dis-
seminate to other cities and
towns. [FC was then asked by
the Russian Federation
Government to introduce small-
scale privatization in Volgograd,
Tomsk, and the closed city of
Tomsk-7, followed in April 1993
by support for municipal privati-
zation efforts throughout the
Russian Federation. By the end
of the process, all regions in the
Russian Federation had complet-
ed their small-scale privatization
programs, with 80 percent of
small enterprises privatized.

UKRAINE:
Summary of Projects

Agricultural Land Privatization (UK
Know How Fund Contribution,
US$4.2 million equivalent):
Building on the experience of
IFC’s land privatization project in
the Russian region of Nizhny
Novgorod, IFC began a similar
pilot project in the Ukrainian
region of Donetsk beginning in
October 1995. In March 1996,
the land and assets of three



collective farms in the region
were distributed by auction to
the workers and pensioners of
these farms, resulting in the for-
mation of 13 new private farm
enterprises and 15 private farms.
The experience of the pilot pro-
gram is simultaneously being
used to shape the development
of national land reform legisla-
tion. IFC will also produce and
distribute a “how-to” manual
based on the Donetsk model so
that other regions in the country
can replicate the model.

Mass Privatization (UK Know How
Fund Contribution, US$800,000
equivalent; Japanese Trust Fund
Contribution, US$500,000):

IFC began its assistance of
Ukraine’s medium- and large-
scale mass privatization program
in May 1995. IFC’s program
involves assisting the regional pri-
vatization agencies in developing
and preparing a pipeline of enter-
prises for privatization; designing
a regional public relations cam-
paign to strengthen demand for
shares of privatized enterprises;
and providing policy advice to
key national-level privatization
officials based on experience in
the regions. The project began in
the pilot region of Kharkiv, and
expanded to two other oblasts in
early 1996. It is expected that the
project will expand to one addi-
tional oblast in late 1996.

Post-Privatization (UK Know How
Fund Contribution, US$1.26 million
equivalent): This project was
established in November 1994 to

train managers of small-scale pri-
vatized enterprises in Western
business methods and business
planning. A pilot exercise took
place in the city of Lugansk, and
in the last fiscal year IFC expand-
ed project activities into three
more cities: Mariupol,
Khmelnitskiy and Cherkasy. These
activities reached over 300 small
businesses and facilitated their
receipt of over $1 million in
investment. IFC has also advised
the Ukrainian government on
regulatory, legal, and tax reform
that could reduce obstacles to
small business.

Small-Scale Privatization (USAID
Contribution, US§4.6 million):
Beginning work in July 1992 in
the city of L'viv, IFC designed a
model for small enterprise privati-
zation with appropriate changes
to city legislation and procedures.
The first small enterprise auction
in Ukraine took place with IFC
assistance in February 1993. A
manual based on the L'viv model
was produced and distributed to
privatization officials in all
Ukrainian cities with populations
greater than 20,000. To date, IFC
has directly assisted 22 Ukrainian
cities in privatizing over 7,500
enterprises, and has worked with
the central government in devel-
oping a solid legal framework (by
drafting numerous decrees, regu-
lations, and methodologies) gov-
erning small-scale privatization.
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IFC also runs an information cam-
paign at the national and local
levels aimed at increasing public
awareness of privatization.

BELARUS: Summary of
Projects

Post-Privatization (UK Know How
Fund Contribution, US$630,000
equivalent): The IFC Brest
Business Center opened in March
1996 and has provided training,
consultation and information ser-
vices to over 60 small businesses.
The Center runs a five-day
course in business planning and
shorter seminars on topics
including taxation and marketing
research. Consultations are
offered on commercial and legal
issues, as well as business opera-
tions, and round tables are orga-
nized with business owners from
neighboring countries and for-
eign experts working in Belarus.
The project aims to promote the
growth of small businesses in
Brest in a sustainable manner
and therefore is training a local
successor organization to carry
on project activities.

Small-Scale Privatization (USAID
Contribution, US$4.7 million): In
May 1993, IFC selected Brest as
the pilot city for its small-scale
privatization program in Belarus.
Using an approach similar to that
employed in the Russian
Federation and Ukraine, Belarus’
first open, legal auction of small
enterprises was held in
September 1993. A manual
based on the Brest model was
written and distributed to privati-
zation officials in all Belarussian
cities and towns with populations
greater than 20,000. To date, IFC
has directly assisted ten
Belarussian cities in privatizing
some 700 enterprises through
open auction and has worked
with the central government in
developing numerous decrees,
regulations, and methodologies
governing small-scale privatiza-
tion. IFC also runs an information
campaign at the national and
local levels aimed at increasing
public awareness of privatization.
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