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1. INTRODUCTION 

The USAID - funded NEWBIZNET project is managed by Development 
Alternatives Inc. (DAI). In August 1996, the Project undertook an evaluation 
of the four current Business Service Centre (BSC) sub-contractors. The 
evaluation took place at a time when considerable changes were taking place 
within NEWBIZNET. The long-term technical assistants (LTTAs) in Lviv and 
Odesa had not had their contracts renewed and the third NEWIZNET Chief 
of Party was appointed on 1 " July 1 996. 

A new strategic project plan was produced and presented to the USAID Kyiv 
team on 17"' July. Many of the changes proposed and approved in the project 
plan were in the process of implementation during the period of the 
evaluation. A copy of the new organisation chart is shown in Appendix I. The 
results presented in this report must be considered in the light of these 
changes. 

The primary- purpose of the evaluation is to review the performance of each of 
the BSCs in relation to the work of the sub-contractors at each site. At the 
same time, the evaluators were able to assess the overall support provided to 
the BSCs both by the site-based LTTAs and by the project management team 
at the Kyiv NEWBIZNET Co-ordination Center. 

The three services provided by the BSC subcontractors are business advisory 
services, business training and education, and business information network 
(BIN). The LTTA at each of the BSCs is responsible for support and advice in 
providing these services as well as developing a local support network (LSN). 

After a briefing session at the USAID Mission in Kyiv, the evaluation % e m  
left for Lviv on Wednesday 7Ih August. After returning to Kyiv on Friday 9', 
the team travelled down to Odesa on 12th August, drove across to Moldova on 
Wednesday 14'" and spent two days in Chisinau and Balti before returning to 
Kyiv on Friday 1 61h. The final evaluation, of the Kharkiv BSC, took place on 
Monday and Tuesday, 1 9Ih and 2oth August. This report summarises the main 
findings of the evaluation team. 

In the time that has elapsed between the evaluation and the completion of the 
report, a number of major events have taken place within the NEWBIZNET 
Project. They include the appointment of a new sub-contractor for Moldova, 
the transfer to Odesa of the previous Kharkiv LTTA, and the recruitment and 
appointment of two new ETTAs for Lviv and Kharkiv. 

. .. 
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2. THE EVALUATION TEAM 

The members of the Evaluation Team included representatives from USAID 
Washington and Kyiv, an independent Ukrainian business consultant and the 
NEWBIZNET COP. 

The members from USAID Washington were: Paul F. Novick - Chief, Small 
Business Division, Office of Enterprise Development at the Bureau for 
Eastern Europe and the New Independent States; Hans C. Shrader - Project 
Officer, New Business Development - Russia; and Sherry Grossman - Officer 
in Charge - Ukraine, Belarus and Moldova. Karrye Braxton, post-privatisation 
officer, represented USAID, Kyiv. 

An independent Ukrainian business consultant, Alexsey Stupnitsky - the 
president of the Private Initiative Foundation in Kyiv, provided local expertise 
and continuity to the evaluation team as he was also a member of the original 
selection team which chose the BSC sub-contractors. The NEWBIZNET 
project was represented by Jeff Houghton the recently appointed COP. 

Messrs. Novick, Stupnitsky and Houghton visited all four BSCs for the 
Evaluation. Mr. Shrader was at Lviv, Ms. Grossman at Odesa and Moldova, 
and Ms. Braxton at Kharkiv. 

The reports and comments made by each of the individual team members are 
included in Appendix 11. Their views and opinions are reflected in this report. 

. .. 
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3. METHODOLOGY 

In advance of the Evaluation the NEWBIZNET team at the Kyiv Coordination 
Center prepared information for each of the team members in the form of two 
booklets, the first contained 'Evaluator Materials and Information' and the 
second, individually prepared for each BSC, contained a business plan and 
scoring materials. These booklets are too bulky to be attached to this report but 
are available at the USAID Kyiv Mission and the NEWBIZNET Coordination 
Center. 

3.1 'Evaluator Materials and Information' Booklet 

This contained background information on the evaluation program and, under 
four other headings, information on: Contract Provisions Relating to 
Evaluation of BSC Activity; the Evaluation Procedure; the Evaluation 
Process; and Scoring. Included under the last heading was a method of 
allocating scores to each BSC based on the following perfomance indicators: 

Section 1.1 - Quantitative Performance During the Term of the 
Current Contract; 

Section 1.2 - Qualitative Performance During the Tern of the 
Current Contract; 

Section 1.3 - Quantitative Elements of the Proposed Second Year 
Program; 

Section % .4 - Qualitative Elements of the Proposed Second Y e a  
Program; 

Section 2.1 - Service Delivery to SME Businesses; 

Section 2.2 - Leadership Within the SME Community; 

Section 2.3 - Development of a Viable Fee For Service Program; 

Section 2.4 - Solicitation and Achievement of External Support; 

Section 3.1 - The Evaluator's Judgement of the Overall Credibility, 
Integrity and Plausibility of the BSC Business Plan; and 

Section 3.2 - The Evaluator's View, in General, of the Expectations 
of Performance by the BSC. 
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Included after the scoring information is a copy of those sections of the 
DAIAJSAID contract which refer to the contractual relationships 
between DAI and the BSCs. This is followed by a copy of the 
NEWBIZNET Annual Work Plan for the year from April 1 1996 to 
March 3 1" 1997, and finally, by a copy of NEWBIZNET'S latest Project 
Operations Plan diagram, prepared in July 1996. 

3.2 'Business Plan and Scoring Materials' Booklet 

Individual booklets were prepared for each BSC. The first section 
contained the same general background information included in the 
'Evaluator Materials and Information' booklet. The second section 
contained blank scoring sheets and the third and final section contained a 
BSC business Plan. 

3.2.1 BSC Business Plans 

At the end of July 1996, the only business plan available for any BSC 
was one prepared by Lviv LTTA who, as already mentioned in the 
introduction, was soon to be leaving Ukraine. There was no historic or 
projected revenue information on the BSCs available in the Kyiv 
Coordination Center. 

In the short time available before the evaluation it was decided that the 
best way to have consistent business plans available was to contract this 
work to the Project Preparation Unit (PPU) of the Agency for the 
Development of Enterprise in Kyiv. The PPU has been established, 
under EU Tacis, to prepare business plans for Ukrainian businesses. 
Four, Ukrainian, PPU business planners were sent out to each of the 
BSCs and worked with the Directors and staff to develop business plans 
to the same format. 

The result was that at the start of the evaluation, business plans were 
available in a consistent format which included the pro~ected budget 
forecasts shown in Appendix I11 of this report. The speed in which these 
business plans were produced inevitably effected their quality, but even 
with this caveat, the results provided were of great benefit to the 
evaluator's ability to assess profitability and the prospect of self- 
sustainability of each BSC. 

Once the evaluation was over, each of the Directors, with the help of 
their LTTA and the NEWBIZNET Business Advisory Coordinator were 
able to revise and amend their own business plan using the same format. 
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4. THE BUSINESS SERVICE CENTRES 

4.1 Lviv - General 

The previous Lviv LTTA had been ineffective and tended to operate in 
isolation from the BSC subcontractor - the Lviv Institute of Management 
(LIM). 

Lviv is the best developed of all the BSCs so far. This does not mean 
that NEWBIZNET management is totally satisfied with its 
performance. It is only that, at the time of the evaluation, it was the best 
of the four BSCs. In Mr. Valery Piatak it has a dedicated, competent 
director who has great influence within the community. He is currently 
Deputy Chairman of the Lviv Oblast Advisory Committee. 

The BSC is pursuing a range of business clients in order to sell its 
services which, according to the evaluation team's interviews with BSC 
clients, is considered to be of high quality. 

All thee NEWBIZNET activities had been operational although the BIN 
was not properly understood. The BSC considers it is incurring losses on 
training and consultancy which are 50% subsidised by the project. 

4.1.1 Business Advisory 

According to information provided by the BSC, 325 clients had wed the 
business advisory service, one third of which were business start-ups. 63 
businesses were assisted in registering, 29 with business plans and 7 
with market surveys. None of the business plans had succeeded in 
obtaining fwfding for the clients. A large proportion of the requests h r  
assistance related to changes in legislation and the provision of market 
information. 

The only client list shown to the evaluators was hand-written. These 
were no printed reports which could confirm the statistics provided. 

4.1.2 Business Education and Training 

Since October 1995,48 1 participants had attended 23 courses delivered 
by the BSC. Western trainers, from Gemmy, United Kingdom and the 
U.S. Peace Corps, had been actively involved in designing and 
delivering training programs. Most of the training courses appear to 
break even although, once again, no costings were provided. 

Clients are attracted to BSC courses through word-of-mouth and through 
advertising in newspapers and on radio and TV. They are continuously 
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4.1.3 BIN 

They have five functioning databases which include SME legislation and 
information on 230,000 Ukrainian companies. They have been 
experiencing problems with Lotus Notes which, they believed, could not 
handle the Cyrillic alphabet. The two computer specialists working on 
BIN have no marketing experience md will have difficulty in dealing 
with clients. The BSC does not have an Internet connection. 

4.1.4 Conclusions and Recommendations: 

Computer training is needed for most of the BSC staff; 
Additional training in the use of Lotus Notes should be provided; 
The BSC Director and the new LTTA should work closely together; 
The Director's proposal .to hire a specialist to market the BSC should 
be investigated; 
The BSC should continue to provide short term training courses 
which do not compete with the higher education institutions; 
A client database should be established; 
There should be more co-operation with regional banks; and 
The consensus of the evaluation team is that, if the subcontractor 
accepts a performance based contract, their contract should be 
renewed. 
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4.1 Odesa - General 

There had also been problems with the previous LTTA in Odesa and his 
contract was not renewed. 

Intmar, the subcontractor, believes it can break even over the life of the 
project but they will need to expand their non-training activities if this is 
to be possible. Odesa, ranked third by the evaluation team, should 
improve business advisory and BIN services when the new LTTA starts 
in October. 

The BSC is active in the business community and its representatives 
serve on a number of local business councils and working groups 
including the Odesa SME Policy Commission. 

4.1.1 Business Advisory 

Services were provided to 129 clients, only 5 of which had been 
attracted through training courses. This illustrates the weak linkages 
between the three activities. Clients are recruited through media 
advertisements and by referrals from government offices. There was no 
information available on client data, income, or profitability of the 
business advisory services. 

The approach to consultancy is too academic. The head of consulting 
has two other jobs as well as his BSC responsibilities. He has 400 hours 
of lecturing per year and 1-2 hours per day at a local bank. 

4.1.2 Business Training and Education 

Intmar, is licensed as a training provider by the Ukrainian Ministry of 
Education and is recognised as the market leader in Odesa. It spends 
relatively large amounts of its own money on advertising. 

According to the BSC Director, 440 participants had generated $28,000 
in training revenues. This generated a net profit of $4,800. They could 
not provide a computerised list of participants. 

4.1.3 BIN 

The BIN system does not function. There is no full-time person 
specifically responsible for BIN work. No computerised information was 
available for the evaluators. Only three out of the 14 BSC staff are able 
to use any of the 8 available computers. 

Odesa also raised the problem that Lotus Notes was unable to handle 
Cyrillic characters and that additional Russian software could be needed. 

. ... 
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4.1.4 Conclusions and Recommendations: 

Computer training is urgently needed to improve the level of 
computer literacy; 
The head of consulting must concentrate on I\%EWBIZNET work; 
There is good potential. for growth if the BSC staff are better trained; 
The BSC must market all of its services and not just training; 
Training must be seen as a business activity which should be 
provided at no charge only if the Director believes it will bring future 
client business; 
BSC staff need to be trained on how to provide an effective, 
chargeable consulting service; 
An effective LTTA is urgently needed; 
BIN links with the Kyiv co-ordination office must be improved; and 
Even though Odesa BSC is weak in two out of three of their 
activities, the consensus of the evaluation te rn  is that, if the 
subcontractor accepts a perforname based contract, their contract 
should be renewed. 

- 
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4.3 BaltifMoldova - General 

The Balti BSC is located about 150 kilometres from Chisinau where the 
LTTA and LSN activities are based. This in part accounts for the fact 
that Balti is the least developed of the four BSCs. Although it only 
started its operations in April 1996, there should have been evidence of 
more activity than was demonstrated to the evaluators. In contrast, there 
had been considerable LSN activities performed by the LTTA's team in 
Chisinau. 

Unlike the other NEWBIZNET subcontractors, Agbis has little or no 
experience at income generation. They did not even have a leaflet 
advertising their services. The company wins contracts and makes a 
'profit' by keeping its costs below the value of the contract. There was 
confusion over which clients were for Agbis and which were 
NEWBIZNET. Agbis has recently won a new contract which, according 
to the director, will mean that an additional 400 staff will need to be 
employed. 

4.3.1 Business Advisory 

Agbis had assisted in the restructuring of 5 enterprises, one of which was 
done by the BSC. Two out of 150 clients paid for services but no 
documentary proof could be provided. The Director still claimed.that he 
faced strong competition fiom the Chamber of Commerce. 50% of BSC 
enquiries were about credit. There was a lack of co-ordination between 
the Balti and Chisinau offices. 

4.3.2 Business Training and Education 

The Director stated that six training courses had been provided, one of 
which was taking place during the evaluation team's visit. At least one 
of the others was an MAS business management training courses. Four 
of the courses were provided at no charge. The Director also claimed 
that they had provided a number of workshops on legislation topics. 
They have advertised for participants on local TV and radio. 

4.3.3 BIN 

The BIN operated out of the Chisinau LTTA office but the evaluators 
were unable to ascertain the numbers of clients that had used the service. 
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4.3.4 Conclusions and Recommendations 

Agbis and its Balti BSC director are the least credible of all the four 
BSCs; 
The centre of operations fir Moldova should be located in Chisinau 
with 'satellite9 offices in Balti and and another location in southern 
Moldova; 
Agbis has just been appointed as a subcontractor to another USAID 
contractor which will could lead to even greater confusion between 
their new responsibilities and NEWBIZNET; 
The current Director is we11 below the standards of competency of the 
Ukrainian BSC directors; and 
Any contract renewal should be subject to further negotiation 
between DAI and the chairman of Agbis. 
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4.4 Kharkiv - General 

The BSC has good contacts with local government and the business 
community through participation in a variety of associations. The 
previous LTTA had been active in developing a network of people who 
could address matters such as policy reform. According to the business 
plan prepared by the subcontractor, RBAC, the centre could be 
profitable. 

RBAC is the second subcontractor to be appointed to run Kharkiv BSC, 
and only really started operating in December 1995. Despite this 
Kharkiv BSC was the second best performer out of the four BSCs. 

The Director is very enthusiastic and ambitious but tends not to focus on 
key issues relevant to the NEWBIZNET project, He still spends a 
disproportionate part of his time on publishing activities which we 
unlikely to make any profit. The autocratic management style of the 
Director was also a cause for some concern. 

4.4.1 Business Advisory 

They have assisted 102 clients since the start of 1996 and have generated 
$4,479 in revenue. One third of the clients are large businesses, 5% are 
start-ups and 5% are repeat clients. They had lost their first business 
consultant because his gross salary of $500 was not competitive after 
taxes had been deducted. 

The current business consultant interviewed by the evaluation team had 
no idea about what he was supposed to do and lacked sufficient business 
experience. He is unsuitable for consultancy work and would detract 
potential clients. Most of his work was not related to consulting. 

4.4.2 Business Training and Education 

The BSC tries to tailor its training to client needs and places great 
emphasis on charging participants. The training manager was not 
enthusiastic enough about the courses available and would have 
difficulty in selling training to potential participants. They did not have a 
training license. 

They have trained 1,287 participants which have generated $1 6,567 in 
revenue. 75% of the revenue comes fkom taxation workshops. 90% of 
the participants in these workshops were directly involved in business 
activities. 

. .. 
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4.4.3 BIN 

Kharkiv BSC is the most advanced in terms of BIN. Technically, the 
staff are very competent and are capable of running a succesful BIN. But 
they lack marketing skills. They also publish a book om 5,000 companies 
in Kharkiv. 

They have a database of 3,600 Ukrainian firms purchased fiom the 
Ministry of Statistics. Information is updated every day through nodes in , 
other cities including Donetsk, Lugansk and Kyiv. The whole database 
is updated quarterly. 

In its first year the BSC serviced 260 clients and generated $8,303 in 
revenue. The staff believe that INTERNET access would enable the 
BSC to earn considerably more income. 

4.4.4 Conclusions and Recommendations: 

A new business advisory manager must be appointed to replace the 
current business consultant; 
The training manager should receive training herself and get 
experience of working in another BSC; 
The training manager and the Director should assess the profitability 
of BSC training courses based on current prices; 
The Director must concentrate his efforts on NEWBIZNET 
activities; 
Training on the marketing of BIN services should be provided; and 
The consensus ofthe evaluation team is that, if RBAC accept a 
performance based contract which eqhasises NEWBIZNET 
activities, h e  contract should be renewed. 
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5. OVERALL CONCLUSIONS 

Due to the shortage of statistical information on BSC performance the 
evaluators had to rely on a higher degree of subjective judgment than 
should have been necessary. Nevertheless, there was general consensus 
in the overall assessment of BSC performance. However the evaluators 
did differ on what action should be taken in regard to the worst perfomer 
- Balti/Moldova. 

The NEWBIZNET name and logo is not prominent in either the BSCs 
themselves or on their literature. The BSCs internal organisation 
structure does not reflect that of the project as a whole. NEWBIZNET 
funded positions, including that of the Director, are not always filled by 
full-time employees. The quality of the staff in funded positions is too 
variable. 

The BSC directors see the lack of credit as the major factor in restricting 
the number of BSC clients - particularly for business advisory services. 

5.1 Ranking of BSCs 

The BSC Summary Score Sheet completed by Mr. Aleksey Stubnitsky, 
shown in Appendix IV, reflects the overall conclusions of the evaluators. 
Lviv, even with its problems was ranked well ahead of Kharkiv which 
was closely followed by Odesa. Moldova was a clear fourth and much 
further behind Odesa than is indicated on the score sheet. 

5.2 Business Advisory 

The lack of emphasis on business advisory work is related to the quality 
and skill levels of the BSC staff working in this activity. There is a wide 
variation of products offered by each BSC. There is also a lack of co- 
ordination and exchange of ideas between the BSCs and the Kyiv office. 
Business planning skills are generally weak. Business registration 
assistance is the most popular service requested by BSC clients.: 

5.3 Business Education and Training 

This is the strongest activity throughout the BSCs. There is little 
exchange of training course information between the BSC training 
managers. A common core range of training courses is not available for 
the centers. 

5.4 BIN 

Although the basics of the BIN were established in May 1996, there is 
still a general lack of understanding of what is available and of how to 
use Lotus Notes. 
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5.5 Action List: 

Set and agree with BSC directors new financial and performance 
targets for the next three years; 
Introduce financial and management information systems to monitor 
actual performance against agreed targets; 
Introduce financial incentives to encourage BSC directors to improve 
their performance; 
Research ways of encouraging BSCs to increase their start-up and 
small business clients; 
Investigate the possiblity of easing access to credit for BSC clients; 
Promote NEWBIZNET name and logo; 
Produce new NEWBIZNET leaflets for each BSC and for the overall 
project; 
All finded posts should be approved by NEWBIZNET; 
Assess the level of competency of key BSC persome%; 
Training must be provided by NEWBIZNET for 81% the h d e d  
positions; 
Raise the overall level of computer literacy at BSCs; 
Appoint business advisory, training and BIN co-ordinators to the 
Kyiv co-ordination office; 
Encourage more interaction between 'key' BSC staff and the Kyiv 
co-ordination ofice; 
Define scope and definition of business advisory services offered by 
the BSCs; 
Introduce a standard format of business plan for use by BSCs; 
Encourage BSCs to try to increase the number of post-privatisation 
clients; 
Develop 'core9 training courses that should be available at each BSC; 
Check status of BIN system with DM, Bethesda; 
Research the need for additional Cyrillic alphabet software; and 
Appoint BIN managers to market the service at each BSC. 
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A MEMORANDUM 

- DATE: August 26, 1996 
- 

, e0: Jeff Houghton, DAI Chief of Party 
Steve Hadley, USAID/Director:Office of Privatization - 

A Ivan Shvets, USAID/Office of Privatization 
1 
1 - 
FROM: Paul Novick, USAIDfW ENIED: Small Business Division 

SUBJECT: NewBirNet Project: Evaluation of Business Service Centers 

;he following is a report on the performance of the Business Service Centers within the subject project, 

I baed on our team evaluation conducted during the period August 5-20, 1996. As you know, we 
,evaluated all of the centers -- Lviv, Odessa, and Kharkiv in Ukraine -- and BaltEhisinau in Moldova. 
The time period reviewed was roughly f?om the date of contract award, October 1995, to the present. 

I m i l e  the opinions expressed in this report are mine, I believe they closely represent the consensus of our 
team as reflected in our daily conversations. 

,'he report is divided into four sections: one for each center. Evaluation criteria are the same for each 
-enter to aid in comparing and contrasting operations. The evaluation process we conducted on a daily 1. 
basis was as follows: 

day 1 - discussions with BSC Director and staff bn performance during the period October 1995- 
present. (In the case of Moldova, discussions were also held with the local DAI Technical 

'1 ~ssis&nce expert to solicit his views on the BSC operations and to evaluate his performance). 
Quantitative performance achievements were noted, based on project data, and qualitative 

3 performance was based on impressions from interviews and other observations. Each part of 
center operations -- consulting, training, business information network (BIN), and local support 
network (LSN) -- was reviewed. 

/ discussions of proposed quantitative, as well as, qualitative performance achievements for the 
upcoming year. 

discussions of leadership and advocacy within the SME community. 



D discussions of the financial viabiiity and sustainability of the BSC 1996-98 and beyond. This 
included an evaluation of the fee structure of the service program, as well as BSC achievements in 
garnering external support outside of USAID. 

O - dav 2 - discussions with BSC'business clients and public officials to get their views and opinions 
ow the perfommce of the BSC, as well as, recommendations on improvements. 

.d wrap up session with the BSC director and staff to review last minute questions and to summarize 
key issues that DAINSAID want to focus on in the fmture. 

At the end of each BSC evaluation session, the team convened to discuss our findings and to determine 
whether there was an issue of renewing the BSC contract for the upcoming year. While there are issues 
in the operations of each center, some serious, I personally do not feel that we should solicit bids to 
change any of the companies presently operating the BSCs. Despite variations in performance, all BSCs 
'lave achievements under the project. We don't h o w  if there exists a universe of companies that can 
.mpilement the project m y  better than the companies we have. Going though a new contracting process 
to select a new dim will be too time consuming to improve overall wet resdts. Our DMAJSAID project 
management has d s o  been probllematic over the review period, so I don't fie% we can hold these 
companies filly accountable for any mediocre program results. I think the D M  Chief of Party can 
negotiate some rigorous terms in the next contract that will noticeably improve overall performance next 
year- And strengthened DAI management cornpIed with more training and TA from DAIKev will 
measurably strengthen the project from here on in. 

Based on what I have observed during my assessment last March and from our last two weeks of review, 
I m still optimistic about the future of the NewBizNet program. The BSCs are still in the infancy 
stage. They are providing business support services to clients. They are charging for their services. 
They are becoming established and making themselves known to the SMF, communitym Howevery 
profitability and sustainability are real issues for now and in the near &mi. C o m u l a t  services are no6 
profitable, widespread nor dynamic, Training is more developed in some of the centers, yet Iach 
professional management. The business information network is for the most part, Plan hetional,  in d l  of 
5e centers, except maybe for Kharkiv. Nevertheless, there are practical and do-able solutions to all of 
:kse problems that can be implemented over the next several months. There have been more serious 
issues with leadership and technical competence of the DAI management team in the past, which has 
severely limited the achievements of the project to date. However9 with the appointment of an 
experienced Chief of Party and Deputy, as we11 as the replacement of two of the BSC long-term advisors, 
I feel we have for the first time a competent team in place that can truly enhance management, 
communication and ultimately BSC services and performance. A 

Beyond the project, we have identified a key issue that constrains the performance and impact of the 
c". 

NewBizNet Project, i.e., lack of access to credit for S m s .  Time and again we heard from BSC staff? 
clients and public officials that credit availability was the single most important issue confronting SME 
development. (Now, it is well-known that there a billions of dollars in "mattress money" in Ukraine and 
BSCs need to be more assertive in recommending self-financing as a viable credit alternative for their 

i 

clients). Nevertheless, for the BSCs this is a serious issue because, despite their business planning and 
--. 
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other services, they have been unable to assist their cIients in obtaining credit. There seems to be alot of 
wasted preparatory work. Banks, we were told, focus primarily on short-term lending with high interest 
rates and stringent collateral requirements. This credit can serve traders but is not appropriate for SMEs 
that are investing and growing over the mid-longer term. On the other hand, external donor credit (e.g. 
EBRD and Enterprise Fund) is oriented more toward larger enterprises, not SbEs. In either case, BSC 
clients have been unable to secure credit except in a couple of circumstances. This is hurting BSC 
credibility as a meaningful service center. 

Following is an evaluation of each center with highIights on key issues and recommendations for action. 
As mentioned earIier, the issues are many. However, NewBizNet has a structure in place and it is 
functioning. With new DAI leadership, renewed technical assistance from the new advisors, better 
communication and guidance for the BSCs, the new "performance-based" contracts to be implemented 
with each center wiIl spur achievements and have a positive impact on the SME sector. 

REGIONAL USm hfiSS10N TO UKRAINE, BELARUS AND MOLDOVA 



BUSINESS SERVICE CENTER: L V N  
August 8-9, 1996 

Background 

The Lviv BSC is probably the most developed of the four centers. It has an excellent director, W. 
Valery Piatek, who is a dedicated manager and committed to the project and its objectives. We got the 
sense after two days of intensive discussions that Mr. Piatek is an Honest m d  concerned individual, 
someone upon whom we can have trust and confidence in implementing the project. He is a pillar in the 
community, active in the SME advisory group, and respected by his clients. Having been previously 
associated with the Lviv Institute of Management, the center has the most developed and active training 
program of a11 of the BSCs. Consultancy services have been provided to a large number of clients during 
the rating period which has facilitated the creation of some joint ventures. The BIN is partially 
operational with five data bases of enterprises and three bases of Iegislation. Advocacy work is being 
done with the BSC assisting the local government on implementing reforms and the Director participating 
in the Advisory Board of the Lviv City Council. 

Since October I995 the BSC h a  conducted 23 training courses on a wide variety of business topics (see 
NewBizNet-Lviv Project report) with participants totaling 48 1. BSC staff develop training curricula 
based on client feedback. They get the word out about their upcoming training by direct contact with 
clients, mailings, discussions on radio/TV, and in their business meetings. They have no budget for 
advertising, Costs and profits are about break-even. 

To increase the profitability of the training program they propose: 
a conducting a new course to teach entrepreneurs to do their own business plans (as opposed to 

having the BSC do them). This should generate increased ccpaid" participation. 
a having more "training of trainers" to improve staff technical capacity* 
a expanding "Sales Techniques" p r o g m ,  which is ody one of its End in region (idea born out of 

their training in Poland), 
a restructuring training office in Kiev to improve central coordination and guidance. 

buying an overhead projector -- they don't have any. 
Issue: oar impression was that the center takes more of a passive approach than an aggressive one 
in attracting clients to their training program. The Director took issue with this observation and 
replied that all potential clients receive information on-the range of BSC services. In addition, 
they actively visit businesses to promote their services. Nevertheless, they plan to hire a 
marketing expert to generate ideas on attracting clients and selling their services. 
Recommendation: DAIKiev should work more directly with the center directors and staff to 
promote more aggressive marketing of services. This is an area where staff lack experience and 
ideas. The director's plan t~ hire a marketing expert is a good one that should be supported. This 
is important with respect to profitabiIity and longer-term sustainabillity, a critical issue to be 
discussed later in the report. 



., Consulting Sewices 

- The BSC did more than 600 consultancies during the rating period (in the areas of privatization, foreign 
, trade, marketing, accounting, taxation, and management). Documentation was prepared for 63 firms, 29 

Iapge firms were assisted in preparing project and business plans, and 7 market analyses were completed. 
- Despite a11 of this activity, impact an3 results were difficult to determine. The staff estimate that 50% or 
-- more of clients come to the center looking for credit. While the BSC prepared business plans and other 

requisite documentation, clients were unsuccessful in securing financing for their enterprises. 
Issue: lack of access to credit is a major constraint to SME development. There are 6 banks in 

\ 
the Lviv area participating in the EBRD credit line but minimum loan size is a hefty $ I  million. 
Regular bank credit requires 100-1 50% colliateral. Foundations only lend to large clients. Even 

r' the Eurasia Foundation is not making loans under $100,000. Effectively, there doesn't seem to be 
A. any available SbE credit. 
- Recommendation: SME credit availabiIity is the Achilles's heel of the project. Without this 

component, BSCs can only go so far in providing needed services to their clients. Training and 
BIN services will satisfy maybe half of clients, but there's a larger half out there that need 
financing to expand their businesses. If BSC business planning and preparation services don't 
lead to securing credit, then there's alot of wasted activity and an eventual credibility problem. 

\ The DAI Chief of Party is looking into cost savings that might free up some amount of project 
w resources for SME credit. This idea should be explored with USAID as to its feasibility and 

legality. USAID should also aggressively explore its on-going and planned programs and those of 
other donors to find credit that might be linked to the NewBizNet program. Even small amounts 
of financing will boost SAG expansion. 

P u s i n e s s  Information Network (BIN) 

The BSC has a functioning BIN with 5 data bases of 230,000 Ukrainian and foreign enterprises and their 
roducts and 3 data bases of legislation affecting S M E  development. Clients are visiting to view 

manufacturer data, although there is no compiIed data on visitdmonth etc. The center is not actively 
outing the BIN with their clients. There are some serious shortcomings in the system. It is not linked to 
he Internet. It is not linked to Kiev nor to the other centers. There has been little or no guidance or 

-9ntact from the Kiev office on using and marketing the system. There is a serious problem with the 
afttvare foundation of the system -- Lotus Notes. It does not allow sorting of Cyrillic characters, which 
omprise the bulk of the data base. Hence, data access is limited to English data at this point. There are 

two software speciaIists operating the system. Neither is a marketing expert and their effectiveness in 
~maging the BIN as it was designed, is questionable. @ Issue: obviously, the BIN operation is a global one, not limited to the Lviv operation. Software, 

8 
staff expertise, lack of centralized BIN system, lack of Iinkage between BSCs, lack of training in 
use of system ..... EssentiaIly, the BIN is only marginally operational. 
Recommendation: DAIKiev needs to immediately devote its attention to getting this system 
operational from central headquarters out to the centers. A software expert must be hired to 8 resolve the Lotus Notes issue. An information specialist is needed to design the plan for 
developing and updating the data bases. There are no specifications or requirements at this point. 
The design caIls for centralized data bases with equal access by all of the centers to the same data 
with reguIar updating. Training needs to be provided to a11 of the BSC staffs in genera1 computer 



f use. (For exarnpIe, a Iist of clients provided to us was "hand-written." Despite the most up-to- 
date and sophisticated hardware/software, much of the staff is computer "illiterate"). Training is 
needed in the use and marketing of the BIN resource. FinalIy, DAI should work with the centers 
to hire information marketing specialists to run the BIN systems. 

The %owg-term technical advisor (LTTA) was replaced due to his ineffectiveness in managing asad 
promoting this component of the project. The new replacement is m individual with strong USAID 
project management experience who we anticipate will make a strong contribution to the project in the 
future. The defined role of the LTTA is to take the lead on developing the LSN, as well as coordinating 
local project management with DAIKiev. 

The BSC Director feels that he should take the lead on LSN coordination -- he has been doing it 
effective%y by sewing as the Deputy Chairman on the Advisory Group and by participating in other 
~ m i c i p a l  and regional advisory organizations. He advises that the ETTA should work jointly with him 
on t%le LSN and concentrate his other efdbrts on project coordination with DM. 

Issue: the Director is taking the lead role for the ESN component, which has been previously 
defined as the role of the LTTA. 
Recommendation: The director is a respected leader of the colmmunity, has strong 
business/public sector contacts, and is very knowledgeable about the issues. The expat advisor 
does not have this background and experience. Hence the LTTA should work jointly with the 
director on the LSN activity and focus his efforts on project implementation issues, of which there 
are many pressing ones -- consulthg, training, BIN, profi&biliv/sust~ability, perfommec. 

Clients 

The team interviewed three clients of the BSC to get their opinion on BSC services. The first client was 
a dentist who went into a joint venture with a US Dentist to setup a dentistry s f i c e  in Lviv. The BSC 
did the official paperwork and registering of the business with the mmiicipdity. The BSC keeps the 
dentist apprised of their training sessions and he contacts them for consulfancies when Re has issues to 
--solve. He has paid for his services. Others colleagues of his have used the BSC for services. They 
.cst heard about the center through the Lviv Institute of Management where they studied. The dentist 
spoke very highly of the BSC Director and the sewices. The dentist is planning a trip to the US to find 
suppliers of dental equipment and supplies to expand his enterprise operations. If the BIN were 
operational, maybe the BSC could save him a trip and find his potential suppliers. 

4 second client is the former state monopoly of light bulb production, ISKRA, which has been privatized. 
It's facing serious financial problems, has a large inventory backlog, and lacks enough capital to gay for 
nodemizatiow (much less for BSC services). The BSC has helped I S W  though training and 

' :onsultmcies to resolve problems. It has paid for sewices. It needs to restructure md to do so requires 
business/management plans. It doesn't have enough money to pay the BSC for these plans, even though 
t says the BSC prices are reasonable. The Chief Financial Officer spoke highly of the BSC and its 

mvices and he envisions further contact in the future, if they can improve their balance sheet. 
Comment: the BSC is pursuing a range of cIients from small to large to sell its services. It 



seems genuinely appreciated by its clients, if these two are any indication. (To minimize biases 
the team personally selected these two clients from a list of 30 clients). The quality of BSC 
services appears high, as recounted by these clients. The ability to pay for support services is a 
potential issue among cIients that the project will have to explore in more detail because of the 
impact on profitability and sustainability, which foIIows. 

# 

- A third "client" that we chose to interview was not a business client but the Chief Economist of the Lviv 
Rzgional State Administration, who was knowledgeable about the BSC and its operations. This - 
wntleman, Dr. Myron Yankiv, spoke eloquently about the need for a greater market environment and the 3 

' importance of the BSC in promoting SME development in the region. He stated the importance of the 

r 
director's work on the advisory cornittee in surfacing SME and legislative issues for the administration. 
He praised the excellence of the BSC program and the need to expand its operations throughout the 

A. Western Ukraine. His view was to improve the BSC to the IeveIs of simiIar entities in Poland, the Czech 
Republic and Hungary. He would Iike to see the BSC involved in a public Iiteracy campaign to educate 
the masses on privatization and the new market environment. (Apparently, Iegislation does not allow the 

'I 
a yovennment to do this). He wants the BSC to operate in close association with USTA to link to their 

- visitor training programs. His view of the major obstacles impeding SME growth: (1) regressive ta..ation 
A policies (2) lack of a constituency for business support among the masses and (3) lack of investment 

1 support, both domestic and international. 

I 
Financial Picture 

-In the financial plan developed by DAI (see attached), the financial picture deteriorates for the BSC from 
1997-99. As the USAID subsidy declines to 0% the net profit of all operations goes sharply into the red. 

I ( \~his  is a first draft of the financial health of the BSC which will be updated and revised over the next 
couple of months with new data from the BSC. Nevertheless, this is a key issue that must be carefully 

3 addressed to ensure a sustainable operation after the project life. 
Issue: BSC sustainability is an issue that must be planned for. The strong negative financial 
picture suggests that operations with paying clients must be expanded significantly over the next 
three years. Cutting costs will not be sufficient to ensure sustainability. Presently, the Lviv BSC 1 is primarily a training institute, with consulting and business information as limited activities. 
Recommendation: The DAI Chief of Party is acutely aware of the issue and the need to expand 

8 revenues of the BSCs. Profitability is an issue facing all of the BSCs. Especially important is 
getting the BIN fully on-stream and-marketed to new clients, as well as expanding consulting 
operations for paying clients. Aggressive marketing of the h l l  range of BSC services must be an a important focus of the BSCs over the course of,project life. 

ontract Renewal 

he team is in fuI1 consensus that a new "performance-based" contract be negotiated with the Lviv BSC. 



BUSINESS SERVICE CENTER: ODESSA 
August 13-14 

Background: The center in Odessa is operated by INT6tylRP a company that speciaIizes in business 
training. The BSC is located in a busy part of the city readily accessible by clients. It has a well- - developed training program for clients and actively researches training interests. It provides consulting 
services and has a reasonable number of c%ients but few are paying eustomerso It has state-of-the-art 
computer hardware and softwae, but no operation BIN system. Few staff are computer literate. 
Profitability is break-even and projected to continue this way over the life of project if no improvements 
are made in operations. The core business will1 sustain NTMAR with or without the project, but 
potential for growth is very good if staff capabilities are upgraded and more aggressive marketing of 
services is pursued. 

Training Proaram: Training is the prime emphasis of this BSC. After all, training is what INTMAR 
bows  best. The BSC actively analyzes the market for training needs and tries to fill those needs. There 
; competition from other firms, but I N T W  is recognized as the leader in the market as other firms use 

IPJTMAR training materials. The BSC has a large advertising budget, which is the opposite approach of 
the Lviv BSC? which re%ies on word of m ~ u t h  md personal contact. (Sweys  among clients in Odessa 
indicate 90% heard about the training courses from advertisements). Training topics cover "starting a 

: business," legislative changes, taxation, business plan writing, dealing with hard currency, accounting, etc. 
The common complaint is that "people can't pay for sewices. The economic situation is not good." 
Hence, the center has a lenient payment policy that hrnrts its profitability. For the period, BSC training 
had 440 participants that generated $28,000 in revenue. Net profit was $4,880. 

An important item is that the BSC has a license from the government to conduct training. This will be 
an issue for the other BSCs who don't yet have licenses. The new legislation stipulates the necessity of 
a%% training entities having a license. 

The staff keep a list of training participants but this is not computerized, despite the enormous computhmng 
resources. 

Issue: training is the "bread md butter" of the BSC but it's passive policy on participants paying 
for services is hurting long-term profitability. 
Recommendation: DAIIKiev should work with the staff to explore alternative marketing 
techniques to encourage payments for training arad to develop within staff a stronger "business" 
orientation. Presently, training seems to be viewed more as humanitarian assistance than business 
assistance. 

Consulting Services: the BSC provided services to 129 clients during the rating period. Only 5 of these 
clients came over from the training program showing weak linkage between the programs. Clients are 
recruited though mass media, government information and from the training. Surprisingly, the BSC was 
not advertised in the yellow pages directory. The BSC aids clients in business planning, understanding 
legislation, and doing contracts, as well as seeking credit. However, only two cIients have received .. 
credit. Donor money (EBRD a d  Enterprise Funds) is not directed at SMEs and bank credit is 
unavailable beyond short-term financing. 

, 

Issue: Access to credit seems to be the same key issue here in Odessa as we saw in Lviv. 



There were no data on the profitability of the consulting services. Revenues were $2,240 for 4 months 
work (just started the service in April). Questioning staff revealed that the situation is the same with 
these clients as with the training clients -- many can't pay because of their poor financial state. The 
projections for this component do not indicate much growth beyond break-even. 

Issue: As with training, staff take more of a humanitarian assistance approach than a business 
approach in implementing thiB activity. Many consultancies are done freely. Also, it appears that 
the staff is not fully knowledgeable about the consulting business, approaching it more from an 
academic angle. 
Recommendation: The BSC needs to develop a more assertive financial approach if this 
component is to generate profit and growth over the project life. Sustainability is important and 
this component must develop is the BSC is to be more than a training institute. Secondly, staff 
need training on developing an effective consulting service. 

Finally, the head consultant works two other jobs during the week which limits the amount of time he 
can devote to the BSC. (The BAI Chief of Party dealt directly with this issue during our stay and 
xgotiated an immediate reduction in the consultant's outside activities). 

Business Information Network 

The Odessa BIN is not operational. There is no hll-time information specialist, as in the other BSCs. 
One technician is volunteering his time to the activity. There is no computerized data base of firms, 
products and legislation, as in Lviv. Only three staff members out of fourteen are computer literate. The 
BSC has eight state-of-the-art machines. 

~eeommendation: This BSC needs total dedication to this component. First, a full-time 
information specialist position should be established. Staff need to be trained on software and the 
BIN concept. Microsoft software -- Russian language version has to be purchased. DAIIKiev has 
to maintain close contact and support with this BSC in implementing the information services 
component. 

) ~ o e a l  Suooort Network 

It 
he BSC has been active in working with the government administration, serving on business councils, 

and analyzing business issues. The chief consultant is on the Regional Assistance to Entrepreneurs 
working group. It appears that the LTTA who was "retired" did littIe in this area other than a few 

gesentat ions.  We did not get the impression that this was a strong component of the project, especially 
omparing with Lviv. 

Recommendation: This BSC needs a strong LTTA who can stimulate the LSN. NeweIl Cook is 
strong in this area and his transfer to this center should significantly improve the activity level. 

- 
, Clients 

&he team interviewed two very impressive clients. The first, Odessa Printing, was an established fum 
public, now privatized. With 300 employees it handled a strong publishing business in the 

ity. The BSC helped prepare all of the documents for privatization, a marketing plan to expand 
usiness, and a business plan to define itself. They also conducted seminars for the firrn. The 



association between the BSC and firm was strong and well appreciated. Odessa Printing has told other 
firms about the BSC services. The firm is using its business plan to negotiate equipment purchases with 
a British firm. The BSC has aIso helped the firm find and negotiate services from thee foreign firms. 
According to Odessa Printing, the BSC provides them with all the services they need at this point. All 
services are on a payment basis. 

r 
A second company, Venetian BIindsn%l'iwdow Coverings, was a much smaller operation. It was woman- 
owned and had about a dozen employees. One of the managers had taken advantage of the BSC9s 
training courses and consdting services. Their business has grown from 200 square meters of installed 
coverings to 1200 square meters in the past year. They have recommended the BSC to other firms as a 
oood place to get consulting advice at a reasonable price. They were very pleased with the BSC services C 

md staff assistance. r" 

Financial Picture 

.according to the business plan projections up through 1999, the buIk of revenues will be generated by the 
i 

training program, with small contributions from the BIN and consulting services. Net profit is projected 
to be only a few thousand dollars above break-even. It's clear that this BSC has to find ways to expand , %  

its paying clients. It does dot  of training and eonsullting but much of it is done on a free or discounted 
basis. Sustainability is a key issue that will have to be addressed closely during project implementation. 

It was obvious to me that with some training in "consulting as a business" and in marketing this BSC had 
the potential to increase its earnings. INTMAR is a known business in Odessa but its staff need more 
orientation in business and profit. The situation here is no different from Lviv and the other centers in 
this respect, so the project will have to address this issue of sustainability. 

Contract RenewaI 

Recommendation: A new performance-based contract should be negotiated with the Odessa BSC. - 
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BUSINESS SERVICE CENTER: BALTI, MOLDOVA 
August 15-16, 1996 

Background 

i The Moldova BSC operates in Balti,'while the main business of AGBIS is found in the capitol, Chisinau. 
This is the smallest operation of the four BSCs. It really didn't get started in Balti, according to the 

- Director, until April of this year. AGBIS has assisted in the restructuring of 5 enterprises, of which I 

A 

was prepared by the BSC. The program comprises training and consulting. There is no operational BIN. 
This is clearly the least developed of the BSCs. 

P 
,- Training Program i 

- The BSC has held six training courses. They have advertised the program in local papers and in 
. television. The training coordinator has visited enterprises to spread the word. The BSC did not charge 
, "or the first four courses so it could attract participants. It now charges a $12 fee for its latest course, 

- "'How to Start a Business." This BSC highlighted the same issue as Odessa, the difficulty participants 
have of paying for training due to their poor fmancial situations. Staff plan to h e 1  training participants 

' into the consulting program. 
I 

The BSC has held a number of workshops on various technical topics, such as "Duties and Obligations of 
Joint Stock Companies." These topics are solicited fiom the BSC's business clients. Right now the 
training program is in its beginning stages and needs very close assistance and attention from DAI/Kiev. 

Consulting Services 

The Director estimated that they had provided consulting services for 150 clients. Most clients came in 
looking for credit. The BSC has provided technical advice on a variety of business topics but has been 
unable to assist clients in getting credit. There is competition fiom the Chamber of Commerce which 

' 

f also does business plans. 2 out of 150 clients paid for services -- $500 for a business plan and $4,000 
for a restructuring plan. 

Issue: again access to credit is highlighted as a key constraint to SME development. Clients will 
not pay for business plans unless they lead to credit. 
Recommendation: A proposal is now circulating in AIDW to approve a Microlending Program 
for Moldova through the EBRD. Once this is approved, DAI and USAID should ensure that the 

# BSC is linked to this credit facility. The linkage of the BSC services with credit would provide a 
full-service operation for business clients -- something that doesn't presently exist in any of the 

I BSCs. 
- - 
- Business Information Network 

$The BIN is operated out of the office of the LTTA located in Chisinau. While we did not have time to 
view this operation, it appeared from the discussion with the LTTA that the system is functional. We did 

#not  ascertain how many clients used the service or what the profitability was. 



Issue: There is a real disconnect in this operation. The BSC in Balti has no operationa1 BIN and 
no connection to the BIN being maintained by the LTTA. This is really not the LTTA 
responsibility, according to the original design. However, because of the split office situation, this 
operation has evolved differently from the other BSCs. 
Recommendation: DAIKiev must intervene here and ensure a coordinated BIN between the 
Chisinau md  Baltl centers. This is a source of tension between the Director md  the LTTA that 
needs to be resolved soon. 

Local Support Network 

The LTTA seems to be a dedicated and productive individual. He has made a number of 
goverment:business contacts and has held seminars and workshops on public interest topics. At the 
same time, the Director in Balti has done his advocacy work with the Mayor and others. 

Issue: It's obvious that we have two individuals doing LSN work separately and sometimes at 
cross purposes (apparently there were some misunderstandings with the Mayor of Balti because of 
separate meetings with the LTTA and Director. 
Recommendation: All advocacy work has be done jointly between the Director md LTTA. 
Separate operations is a source of tension md do not contribute to the benefit s f  the program. 
The Chief of Party should develop a ~oin t  program with the LTTA and Director as soon as 
possible. 

We talked briefly with a businessman who was being assisted by the consultant. He was preparing a 
business plan. We said he was paying for his services. He expressed satisfaction with the service of the 
BSC and said he told other businessmen about the BSC. Later we met with the Deputy Mayor of Balti. 
He was initially very critical of the NewBizNet program but in the end acknowledged the benefit of the 
program and the BSC. This was a very political individual and the fact he was p%eased with the BSC 
was a strong endorsement. 

Financial Picture 

 he financial picture is not positive, according to the draft business plan. It's important for DAIKev to 
re-arrange the present operation to make the program more coordinated, dynamic and focussed. Actually, 
this BSC has the potential to be a performer, if the EBRD Micro-Lending program gets started and linked 
to NewBizNet. Having credit available to SMEs will increase the client base of the BSC significantly. 
Even without the credit program, there is a large restructuring effort underway that AGBIS will 
participate in. This program has the potential to add significantly to the BSC client base. 

Issue: The separated BSC is ineffective and compromises performance. 
Recommendation: The Chief of Party is aware of the problem a d  has some good ideas for 
resolving it. The most promising is to have a coordinating entity in Chisinau with field offices in 
Balti and in the South. This would result in more coordinated activities and greater client 
coverage. The success of this idea, however, will depend on negotiations with the Chairman of 
AGBIS and his willingness to support the project. 



Other Issues 

AGBIS is slated to get an agricultural restructuring contract to prepare a large number of collective farms 
for privatization. The BSC director, who apparently was very active in securing this contract, told us that 
he estimates they will have to hire an additional 400 staff. This is incredible, if it is true. This will 
definitely have an adverse impact on'the project, unless the project and its staff are fully separated from 
this new activity. Jeff Houghton will have to analyze the impact of this activity very carefuIly and reach 
some clear understandings with the Chairman of AGBIS on the NewBizNet implementation. 

Contract Renewal 

I would recommend contract renewal, subject to the successful negotiation of "details" between the Chief 
of Party and the Chairman of AGBIS. To re-tender at this late date would compromise the project 
performance in my opinion. However, we will need very close LTTA coordination with the BSC 
Director and staff, as we11 as, staff training support and management from the Kiev hub. 



BUSINESS SERVICE CENTER: KHARJXW 
August 19-20 

The NcwBizVet BSC is an outgrowth of a private consdting firm, PHIQMSNAB. The BSC has IS 
employees and runs a full line of services for business clients: training, consdting, BIN, as well as, a 
local support network. Legally, the BSC is an independent company that I l k s  operations with the parent 
company. The baIance sheet for the BSC over the next 3 years, as drafted in the business plan, shows an 
improving financial picture with a marginally profitable operation at the end of the project. 

Consultina Services 

The consulting business has assisted 102 clients since the beginning of the year and generated $3,479 in 
revenues. (No net profit figures are avaiIabIe at this time). The first consultant was trained in Poland last 
xar but was hired away by another firm for twice the salary he received from the BSC. 

Issue: the salary question has come up again as in the other BSCs. The plethora of kyes on 
salaries accounts for fully half of the gross salary, thereby making BSC salaries for consultants 
($SOO/month before taxes) now-competitive with other firms in the consulting business. 
Recommendation: DAI has expressed the desire to give "block grants" to the BSCs and let them 
decide how to handle their finances. This might allow Directors to reduce the amount of salaries 
on the books and make up the compensation through bonuses and other innovative measures that 
will reduce the t a ~  burden. USMD should be flexible with DAI in modieing the present 
financial operation. 

The director spoke very higldy of the Business Consuitant, stating he had setup a couple of companies 
awd had several years of business management experience. He said he was very qualified to run the 
BSCqs consulting operation. Our interview with the consultant presented a totally different picture. This 
gentleman had no idea about his role and the objectives of his work -- to assist the development 'and 
growth of SMEs. When questioned about this he could o d y  say that he thought his job was to do 
spreadsheets and basic financial plans. He h e w  nothing about consulting m d  it turned out he had M e  ' 
'winess experience. 

Issue: The business consuItant does not fit the roIe that is required by the project. He does not 
have the experience nor the "interest" to be a consultant. 
Recommendation: the business consultant must be replaced. He is not trainable -- he is totally 
unsuited for the position. Until tlus replacement is made, the consulting side of the project wiIl 
not be functional. 

The BSC has done numerous business pIans for companies seeking credit for their operations. Firms are 
wii%ing to pay the BSC 2% of the value of any Ioms they receive, according to the Director. 

" Unfortunately, this BSC faces the same problem as the others -- a lack of access to credit. We again 
have a situation where the BSC is spending long hours with clients preparing business plans, but the 
paperwork doesn't lead to bank fmancing. While business plans are certainly useful for other needs of 
[he business, many entrepreneurs want these documents primariIy to obtain credit. This objective is not 

i.- being realized under the project with the Kharkiv BSC, nor with the other centers. 



Recommendation: the same as before with the other centers, USAJD and DAI need to put their 
heads together to see if we can find some innovative ways to provide some credit under the 
NewBiziVet project, either through internal financing or linkage with credit programs. 

Issue: As with the other BSCs, the W/NIS Enterprise Fund (EF) has not linked up with the 
project. Office s p c e  in each:of the BSCs that was originally constructed for the EF Iies vacant. 
Recommendation: The USAID Mission Director should engage the EF Director in some 
constructive dialogue about how the EF and NewBizNet can work together. The BSCs are 
preparing strong business clients to access credit, but the EF has not entered the SME area. This 
issue has seriously hurt the reputation and image of the EF kith the BSCs and their business @ clients. More importantly, the lack of EF support for the SME sector represents lost opporhmities 
for truly developing the business. expanding production, trade and commerce, and for generating 
employment. 

The BSC attracts clients primarily through its seminars and workshops. They provide d~cuments 
'&ding their services, as well as a diskette of information for all seminar participants, They publish - catalogs with information about f ims  and products. They publish NewBizNet News, an excellent 

P 
newsletter of business issues, advertising, and information about the BSC. They also send out ]letters to 
thousands of firms advertising their services and training. Overall, they seem to have a very aggressive 
program for attracting clients to their program. Their problem however, is the same for the other BSCs 

I - getting cIients to pay for services. They use a variety of means to generate revenues, even providing 
some services for the equivalent of 10 cents. Nevertheless, profitability will continue to be an issue. 

P n g  Program 

The extent of the training program surprised the evaluation team. Kharkiv has developed a reputation for 
ts BIN service, but was thought to provide little emphasis on the training side of the program. In fact, k eir training is very dynamic, tailored to the clients needs, and has a strong emphasis on payment for 

services. The training coordinator is a very competent individual -- she is by far the best training 
oosdinator of the 4 BSCs. The BSC offered programs in a wide range of topics, "Starting a Business", 

k h k e t i n g ' ;  "Accounting", "Legislative Changes" (a real moneymaker at the end of every quarter), 
"Tnternet", etc. Participants are queried on their business interests and courses are developed to fiII these 
eeds. Since October 1995 the BSC has recorded 1,287 participants and revenues of $16,567 -- the 

of all of the BSC training programs. 

8 Issue: despite reasonable revenues from training, the coordinator and director frequently discussed 
the inability of clients to pay for services. The BSC has had to significantly reduce its prices in 
order to attract participants. Competitor firms have also reduced prices to attract more clients. 

( Profitability will continue to be an issue throughout the project life. 

Ve initially had serious doubts about the substantial numbers of recorded training participants and @ nerated revenues, but we verified this data with both the Director and the training coordinator in 
xparate interviews. This is really outstanding performance for a firm that was not a training business, as I Lviv and Odessa. The result in my opinion is that the Kharkiv training program rivals, if not 
iurpasses that of Lviv. 



Resommendotion: that D H  provide additional training for the training coordinator and send her to the 
other BSCs to share her experiences and ideas on implementing a "profitable" training program for 
business clients. 

Business Information Network 
% 

This BIN system is the most impressive of my of the BSCs. Waarkiv is way ahead in terns of tecihnisal 
competence of its B P i  staf%, as wel% as usage md profitability. Jeff Houghton, in fact, ansnged for the 
BIN director to come to Kiev to totally redesign the BIN for the project. One part of the system lists - 
Ukrainian firms and products. This is updated daily and clients can get lists of data. The charge is 
700,000 kupons per request. The BSC has paid subscribers that access this database electronically. They 
pay $90 monthly. The BSC also publishes a book for industry that lists 5,000 companies in Kharkiv, 
This is in demand by businesspeople that aren't strong users of computers. These is another eIectronic 
data base of 360,000 firms that is purchased annually from the Ministry of Statistics. For the year, the 
center serviced 260 clients arad generated $8,303 in revenues, far surpassing anything done at the other 
=mters. For sure, KIaarkiv BSC is the model for the rest of the other BSCs. 

Issue: This BIN is very dynamic md the staff are insistent ow getting Internet access to really 
exploit the potential of the system. 
Recornmenadatisan: BAI needs to resolve the technical issue o f r n o v ~ g  the electronic. node from 
Bethesda, Md. to Kiev. This wiI1 probabIy reduce costs of Internet service and certainly improve 
access times. The potential of offering Intemet as a service to businesses to find suppliers and to 
promote joint ventures is significant and should be pursued as soon as possible with the KEaaddv 
operation. M e r  successful testing of BIN technologies at Kharkiv, the system can be expanded to 
the other centers as staff deveIop technical competence. 

In addition to the BEN, the BSC does publishing of a variety of business documents and texts. For the 
year the BSC serviced 568 clients and received payments totalling $16,423. W Z e  this is not strictly an 
activity s f  the project, it does dovetail the project's information component and is a good source of 
revenues for the Pim. 

Local Swuort Network 

~ n i s  BSC has had significant contact, according to their report, with municipal officials and the business 
community through various organizations and association. -A variety of business-related and policy issues 
have been discussed in workshops and seminars organized by the BSC. The former LTTA was very 
active in deve%oping a network in the community to address policy reform and the business environment. 
The ETTA was transferred because of personality differences with the Director. 

[ was uraabIe to study this component because I left the team early to return to the US. Nevertheless, on 
ny previous visit l&t March I hid learn about the advocacy activity of both the Director and the former 

A 

LTTA. They were both very much involved in pubjlie discussion. While we did not find m y  particular 
I -  -esults from this BSC activity, we xe still very early in the development of this component. 
I Issue: An LTTA is being recruited for this BSC. It's an important position that can achieve 

results, if the relationship and roles of the Director and LTTA are mutually agreed upon by both , 
! parties in advance of re-starting this component. 
L 



' Recommendation: given the breakup of the previous LTTA:BSC arrangement, the Chief of Party 
should make a special effort to define roIes and responsibiIities as soon as the LTTA is recruited 
and get an agreement from both parties on how the LSN wilt be implemented to achieve 
maximum results. 

Clients I was unable to interview caents on this part of the evaluation exercise. 

Financial Picture 

This BSC has marginal financial profitability, according to the draft business plan figures. These 
cdcuiations should be run again with the new figures generated by the BSC for 1996. I think the 
financial picture will improve dramatically. The Director and his staff have a real business sense and 
they are concerned about the bottom line. This "business" orientation is totalIy different from the other 
BSCs which are more "academically" oriented. Nevertheless, the BSC surfaced the same issues as the 
other centers -- ix., the inability of the majority of their clients to pay for services. This wilI affect the 
srofitability and hence sustainability of eke BSC though time, if new ways are not fomd to increase 
revenues. 

1 Contract Renewal 

: I would recommend doing a new "performance-based" 
gdynamic and profitable enterprise that can successfully 

contract with the BSC, It has the potential to be a 
impact the Kharkiv SGUIE sector. 

.- 
Taking all of the BSCs together, there has been progress in developing their training, consultancy, BIN, 
md ESN prcgrams. There has been do t  of disruption and lack of guidance with the replacement of the k lief of Party, Deputy and two LTTAs. Despite these constraints, the BSCs continued activities. As a 
result I see significant potential in implementing the NewBizNet project. The concept and design is 

sound. What's needed with the new Chief of Party on board is to pull together all of these BSC entities 
l h t o  a more coordinated business senice system. ?he use of "perf&mance-based" contracts will instill 

-.eater sense of business purpose. Additional training for competent staff will go a long way. Other 
~aff  need to be replaced and DAI should be involved in the selection of new staff. With these few 

I feel the project will make significant progress over the next year and SMEs will indeed 
5enefi'ie from this project. 

11, 



11. Individual Evaluator's Reports and Comments 

1I.i.i) Karrye Braxton, USAID Kyiv 



NBWBXZNBT BUSINESS SUPPORT CENTER EVALUATION REPORT 
Kharkiv 8/18/96 - 8 / 2 0 / 9 6  

Karrye Braxton 9/9/96 

I .  . 
1. Qensral Rasrarka 

T5e ~harkiv B U S ~ ~ P S S  Services Centerd the Regional Business 
Assi6tance Center (RSAC), is located in central Khaxkfv and ha% a 
spacious, well-appointed office. A neon sign mounted on the 
building, advertising that it is the NewBizNet Business Center. 
The sign, however, daes ,not. tlsa the off f chi NewBf zNet logo, but 
is attractive and eye-catching. The Center's Director, Alexander 
Dudka, is very enthusiaecic, ambiti0~8 and is driven to succeed, 
probably by the fack that he csntrola most at the ownership of 
the Center. 

The ownership structure af the center was coafuadng. To w i t ,  
theee are %he owners of the C e n t e r :  PROMSNAB Net - 30%;  GRANIT, 
the  beerv vat ion committee of the regional association of 
industrial and bu~lineesmen - 3 8 % ~  and 409 other phyaieal persons. 
In turn,  M r .  Dudka owno 30% of PROMSNJU, alqng with 86 other 
individuals, most of whom are his family arid 1 friends. In 
addftion, Mr. Dudka also oms 10% of GUNIT, ,  along with other 
associates, I mention t h i s  only because ownership of the Center 
might have some bearing on what activities are emphasized to the 
detriment sf athers. For example, PROMSNAB was f0mIt3rfy prol i f ic  
in the publishing and rinting businsnu and RRAC r?ontinues thia  I tradition by, among at er things, publishing dire~tories of: 
bunineases in the Kharkiv oblast. 

The BSC began operations 12/95, Eollowing a tender and re-tender- 
The RBAC had problems with its LTTA, which 1 .wonbt go into here, 
but the RBAC wae without an expatriate adviasr from 4/96 LO L h  
present. As I undcrotand, the result  of theee problew was that 
far a t i m e  the MewBizNet financing Eupport was withdrawn from the 
Kharkiv center and was not fully re ins~ated  until. July 15, 1996. 

X I .  Evaluation of Program CorPponente 
- .  

A, Traiflilla Ieauaae Training 
Director seerno capable, but is not enthusiastic or positive 
enough to generate excitement about exkiting RBAC training 
courses. In addition, &he is not: croativa enough to develop 
idear4 on eaur8ea that could be delivered in the ftrture or 
generate marketing angles to  increase interest in courses 
off nrnd . The Training D1redt.m elajrnta that  bt~utnnnupmpl n a m  
only willing ta pay for courses in taxation and accounting 
systems; therefore, approximately 75% of the i r  tfaining revenues 
come from the~W t w o  +ypQa of Courses.  he RBAC faces the problem 
a£ not being considered ae an 'academic" inatitute, therefore, 
the certificate they provide attendees of courses is not 





m a p i  t-11de TIiprp a r e  many t r i  ah1 e e w i  st i nu m r  rcaprPnr*lirq whn 
COlilO benefh  L r O m  b%licf B LayrOuQd 3ersrlCe9. Ilro clled.9 w t !  
interviewed at the REAC needed expertise to show them the right 
way to f ind markers for products t ha t  they can offer as well as 
help to develup marketing plans f o r  products that they produce. 
Lmdiately, the NewBizNet COP suggested opporeunieies for both 
these clients, where the business advisory manager eeemed 
durrbfcunded to poine them in possible directions. 

In addikim, the cur ren t  advisar claimed that many 
businesses cannot afford to pay for their services, such a3 
business plan development. However, we discovered t h a t  one of 
RSACts clients, the Fat and Oil Institute, was really a 
competitor i n  the  provision of businese plan services, was able 
to find paying clients for  this service. T n  fact, since one of 
the Fat and Oil Institute's business plan clients was able to 
secure oueside funding, ocher clients surfaced f o r  business  plan 
devefopmene, 

V. Financial Picture  Issues and Recommendatisns 

IE the RBAC makes the changes recommended, e.g., replacement 
of t he  business advisor manager, training far the training 
manager and BIN manager, as well as return of an ETTA, RBAC can 
besin to look toward self-sustainabilitv bv its taraec date. To 
acdcuwplltiu ~ll l tr  yudl wlll ~ d m e  d y ~ e d ~ e ~  LJUI~U~I~LL~LLUII UII ~ 1 1 &  
core programs of NewBizNet and a reduced emphasis on its printing 
and publication business. 

VI. Contract Renewal 

I recommerld that: the contract with the existing B.S.6. 
contractor be renewed with the additi~n of strictly defined 
carget requirements as well as incentives for emphasizing the 
core components of the NewBizETet program. 



11. Individual Evaluator% Regoas and Comments 

II.iii) Alexei Stupnits kiy - independent expert, Private 
Initiative Foundation 



REPORT ON THE RESULTS OF THE LVIV BUSINESS SUPORT CENTER ACTIVITY 
(NEWBIZNET PROJECT, AUGUST 8-9,1996) 

,The process of assesment was focused on the four main directions of the center activity in the 
past year, financials and expenditures, key personnel performance and the business strategy of 
the center in the Western region of Ukraine. 

Generally, I am satisfied with the center operation based on the provided statistical data, 
analytical descriptions, individual conversations with the center director Mr. Piatak, center 
staff, clients, the local government representative and reports given by them. It is evident that 
the USAID selection for the NEWBIZNET Project implementation was correct, taking into 
account the emphasis on the existing companies active in the market, BSC with LIM is 
certainly one of them. On the whole I can state that the first year of the center development 
went successfully, the scope of work was fulfillled, the departments of the center hnction 
intensively, the center has occupied and extends its segment in the regional market of 
consulting services. 

Training For the past year the center has trained more than 500 people in 23 major 
programs, three of these programs are new. Trainers form abroad were actively involved (Peace 
Corps, UK, Germany), the non-traditional intensive methods of training were introduced, the 
training was facilitated not only in the premises of the BSC but also on-site, as agreed with a 
client. In general, the trainers qualification totally complies with the tasks of the training 
program. 

Consulting 325 clients have received consulting services in one year, 113 of them were start- 
ups, people who wanted to start their business. Personnel of the consulting department is highly 
qualified, able to deliver services in different business spheres. The basis for consulting is the 
constantly updated legislative and business information; marketing research and post- 
privatization enterprise support are conducted on a client request; the spectrum of services is 
very broad, and the portion of the repeat consulting clients is very large (low fees for services 
are very important). 

The center suffers losses in training and consulting, and these activities are 50% covered by the 
project. 

Information The informational department is properly equipped, the staff is highly qualified 
and experienced (data bank completion, programming, forecast calculations), there is a linkeage 
to INTERNET. But there is a number of technical problems (access to the sources of 
information, sofhvare non-compliance) that do not allow to achieve tasks set by the project. 
The department has not grown to the level of the required capacity. 

\ 
Relations with the Local Government The evaiuation has revealed that the center 
relations with the local authorities are steady and productive, the Oblast and City 
administrations support the center activity, Mr. Piatak is the Deputy Chairman of the regional 
comission on the SME issues. 



SUGGESTIONS 

All of the technical and administrative issues of the center operation were perfectly settled 
during the first year. But the strategy analysis shows the dominance of rather "awaitingv' 
(passive) than "agressive" policy in the conditions of high competition in the region. 

The originally strong point "training" requires subject restscbhing: the center duplicates the 
courses provided by the Lviv higher educational establishments. The emphasis should be 
made on short-term applicable programs dealing with the market development, 
infrastructure, ammendmends to the legislation, strusture and segmentation of the regional 
market. 

The consulting department should undertake "agressive consulting", the passive practice 
("waiting for a client in the office") has to be substituted by an independent search for long- 
term subscribing clients in the conditions when there is not enough fbnnding for 
advertisement. 

The client data base should be brought to order, instead of the simple statistical client count 
the infomational files will be better to use. This will give an opportunity to follow up on the 
dynamics of the companies and organizations, directions of business development, to study 
the actual demand for services, and to shape the group of constant clients. 

The lack of infomational basis in great measure influences the quality of marketing 
researches conducted by the center; the data base on the products m d  enterprises in the 
region is too general, purely informative, there is no direct access to the data banks existing 
in Ukraine. The separate data base on the infrastructure and prices should be created to 
mvide  forecast research. 

rhe center cooperation with the regional col-8amercial banks and the Western Branch of the 
Jlaainian Comercial Banks Association ought to be more extended (this direction of the 
:enter activity, to our point of view, has been missed); information on assets, Rrrading 
igplications, deposits, interest rates on the loans wiIl open a special sector of the center 
ervices on relations between the center clients and the fmancial institutions. 

:he work on the united network of SME support in the region is currently at the initial stage. - 
think that the reason is not only the technical problem - active assistance of DAI LTTA is 
.ceded. (Generally, in the course of staff interviews I never had a feeling of significant 
upport from LTTA in the past). 

'he valuable reserves in center relations with the local government are: 

8.1. Participation in the local programs and projects as both consultants and initiating party of 
the projects, followed by the advantageous right for their implementation. 

8.2. "Flexible reaction" to the adopted national programs involving all the levels of locaI 
authority for the "vanguard and first-choice" center participation in their execution. 



8.3. Usage of the opportunities connected with the Ukrainian regulation on the legislative 
initiative from the Oblast governments to develop laws on SME status and development; 
participation in praparation and devellopment of the regulation papers. 

Speaking in the whole the center activity can be determined as successful. 

A. Stupnitskiy , + , 
/ 

Independent Expert J - 

President of the "Private Initiative" Foundation 



REPORT ON ODESA BSC ACTIVITIES 
(NEWBIZNET PROJECT AUGUST U-14,1996) 

Training 

Duaflg 1995-96 contract year 434 participants were trained at 6 courses, which lasted the average 
of 87 hours and average charge was $1 14 per partidpant (6.7 3 per hour). The training programs 
were delivered by highly qualified personnel, including those trained by MAS. 

6 issues are of major importance: 
* training brings 80% of total revenue; 

only one program out of 6 (10% of total number of partcipants) is dedicated to SME issues; 
98% of all partcipants are Odesa residents, 2% come form Odesa oblast, there were no 
trainees form other Southern regions; 
programs share in total revenue was 17%, short-term workshops - 4% 
no computerised data on trainees; 
competition in the tr;9ning market is rather high and BSC management forecast of the market 
dynamics is pessimistic. Mass rneda and direct mad advertisement is used (in Lviv indirect 
advertisement is used pimad J). 

129 clients received counselling services, 35 of &em have a gear subscription for the BSC 
services. The total revenue from consulting services delivered in 4 months (April-June) 
amounted to $2,240 ($550 per month). 2 experts work in the cunsulting department and 18 
investment projects were prepared starting Apd (2 of them were implemented) - this number 
arouses some doubts. Seiec~ve visits to the BSC dents (Odesa Book Factory, S T M I  Joint- 
venture) exhibited good image of the BSC consdting department md its manager and the 
assistance provided was highly remarked by the above clients. 

Information 

No basis for analysis 

RECOMMENDATIONS 

1. The office rent deal should be analysed - $25 per sq  meter is a high price. Another 
office space should be found on more favourable terms (possibly purchase) as now the 
rent takes a great proportion of the budget. 

2. Having a long experience in training and relying on advertisement, BSC should have a 
package of programs (aceording to the report they now have 6 programs and are 
developing 2 more) targeted at different segments of the market and types of customersm 
Special attention should be paid to: a) specialisadon in the region; b) training p r o p s  
exchange between BSCs (in particular with L'viv BSC). 

3. A weld-balanced approach to the concept of the project should be found: 'low prices, 
costs covered by NEWBIZNET - quality of services delivered - growth of customers 
and repeat dent  base - projected sustainability and protitability". Financial plan for all 
BSC departments is to be developed. 

4. There should be an internal planning of BSC activities with fid co-ordination, as the 
departments seem to too autonomous and operate on their o m .  . .. 



5.  BIN should be set up very quickly. Odesa BIN manager should be recruited, tasks are 
to defined and data base and software development work has to start. Kiev assistance is 
needed in this situation. 

6. Training participants data base should be started to keep contact with them for 
consulting and h t h e r  training activities (possibly on beneficiary for them terms). 

7. Subscription consulting practice has to be extended to servicing 8-10 medium 
businesses, which are already successful in the market. There should be permanent 
complex servicing of production, trade and other cycles (targeted comprehensive 
consulting). The segment will broaden due to the small businesses growing into 
medium. 

8. The following programs are to be developed: 

8.1. a complex public relations campaign projecting BSC participation in regional 
and international conferences, as w d  as c o ~ e t c i d l  exhibitions. It can become 
a part of comprehensive sezch for potend partners and dents. 

8.2. program of joint activities with the Association of independent entrepreneurs, 
Odesa Entrepreneurs' Guild, other non-governmental, nonprofit and 
independent organisations. 

8.3. strategy for attraction and Cupertino with actual and potential clients in the 
region (Nikolaev, Kherson) to mfil the main task of the Project - creation and 
development of business support network in Ukraine Southern regions. S p e d  
attention should be pad to the Crimea. 

9. BSC structure has to be reviewed. Project goals require rationalising of management, 
increasing of consulting and informadondl departmentss roles in the Project, new 
package of tasks to be solved should be designed with a new vision of core elements. In 
this sense, it will be appropriate to consider Mr. A. Kovalev appoinwent as the BSC 
director. Mr. Kovalev has the foIlowing "pluses': 

he is a young, energetic and hgMy qualified manager; 
he has good expdence in business advisory and training (lecturing for BSC and 
in Odesa University, practical consulting of companies with different types of 
property); 

e he has e-xperience in accounting, business planning and marketing research; 
e he has worked in the local government, he is on the Odesa Co-ordination 

Council on SME support. 
and "minuses": 
0 he does several jobs (the University, 'Torto-Franco", individual business 

consulting outside of NEWBIZNET); 
he is not a co-founder of INTMAR - subcontractor on the Project 

The process of making changes in management should be carefully thought through up 
to possible registration of a new entity - INTMAR branch with the new owners 
represented by the BSC departments managers. 

Independent NEWBIZNET Expert 
President of 'Trivate Initiative" Foundation 



REPORT 
CHISINAU BUSINESS SUPORT CENTER ACTIVITY 

(NEWBIZNET PROJECT, AUGUST 8-9,1996) 

Training 
According to the information presented by Balti BSC director Mr. Tkachenko, they have conducted 2 
training workshops for fee, one round table, TOT workshop and 2 workshops for free. The average fee 
was 5-1 0 USD for 2-5 days, medium-tem (3-5 - week) programs were not provided. Limited number 
of training programs leaded to small demand (though the potential consumer market comprises 112 
areas in Northern Moldova). Indirect advertisement is predominant, including visits to the enterprises, 
The BSC has not developed its own leaflet. Extension of the training program is planned for the next 
fiscal year 

Consulting 
In the period of Qctober 1995 - July 4.996 150 individual clients visited Bdti, as stated orally by the 
director (there was no documented evidence). 50% of them were interested in obtaining short-term 
loans, the rest have received minor consulting services, the total number of which was not counted. 
According to the business plan revenue of the consulting services amounted to 4,500 USD. Individual 
consulting was delivered for free. Coordination with the Chisinau office was very we&. My 
impression is that '%GBIS" interests prevailed in the sphere of consulting, a the activity was mainly 
directed at Moldova enterprise restructuring. 

Information 
BIN department operates independently from Chisbau, there is no direct comestion with Balti. BIN- 

dynamics of business activity in 199 % - P 995. This review is an independent research on the basis sf 
Ministries for Statistics and Economics data, but there was no evidence of BIN coordination within 
the BSC structure. 



SUGGESTIONS 

1. BSC has to be restructured: 
a) consulting department is to be moved from Balti to Chisinau and united (under one roof) with the 
BIN department in order to capture the service consumer market via cooperation and intensive usage of 
the BIN data base; 
b) training department should stay in Balti; 
c) NEWBIZNET training department is to be also established in Southern Moldova (the towns of 
Cornrat or Cagul); 

The following reorganization will allow: 
a) effective distribution of BSC tasks and responsibilities; 
b) coverage of the whole Moldova territory by NEWBIZNET - Chisinau; 
c) centralized management fiom Chisinau; 
d) full financial management fiom Chisinau; 
e) maximum coverage and control over the segment of services. 

2. According to the results of the BSC-Moldova (as well as Lviv and Odesa) assessment there does not 
seem to be much reason to compare BSCs' operations without clear separation of business activity 
(including financials and reporting) between BSCs and the companies which won the tender in 1995. 
Another and more acceptable form of organization should be found, which would stimulate BSC 
business activity, motivate personnel and at the same time provide simpler and more effective system 
to control BSCs (including financial side). 

3. Taking into account all the circumstances dealing with the NEWBIZNET Project in Chisinau I 
think it will make sense (as opposite to to Lviv and Odesa where the contracts can be renewed for the 
next funding year) to extend the current contract for the next 4 months (on the conditions of the 
reorganization) and temporaly leave Mr Tkachenko as the director of the project, whose obligation will 
be to produce real results of the BSC NEWBIZNET activity. 

A. Stupnitskiy 

4 Independent Expert 
President of the "Private Initiative" Foundation 



REPORT 
KHARKOV BUSINESS SUPPORT CENTER ACTIVITY 

(NEWBIZNET PROJECT, AUGUST 19-20,1996) 

Traininq 
As it i s  stated in the report for the period from December 1, 1995, to August 16, 1996, 1287 people - - 
anended 16 training  he total revenue amounted to 16,567 USD. 70% of the revenue was 
obtained from short-term accounting and reporting workshops. Medium-term (3-5 week) courses were 
not provided because of competition with higher educational establishments. The trainers work on 
contracts and are not included into the staff. The BSC has concluded agreements with the Kharkov 
State Economics University and the "Consultant" company to implement training programs and 
deliver consulting services. The training coordinator admitted that most of the workshops were 
organized as advertisement and promotion. Lack of demand is the result of the BSC not having a 
license issued by the Ministry of Education. enabling to provide training programs. Without the license 
the BSC cannot award participants with certificates. The fee for attending workshops varied f2om 50 to 
100 USD depending upon the topic and audience. There were no workshops for fiee (as in the case of 
Lviv and Odessa). About 90% s f  the participants were the people directly involved in business. 
Generally I would put the department activity and coordinator's report as mediocre. 

Consulting 
The total number of clients who have received consulting services in the BSC for the past year is 102 
(total revenue 4,479 USD). 3 market researches were carried out and 2 contracts for the business pIm 
completion were concluded. But in the course of the individual conversation with the head of the 
consulting department it turned out that this is the weakest point within the BSC structure. 3 people 
work in the department. They have $he basic technical training and have no idea of the consulting 
techniques and practice. The department activity relies totally on the BSC idornational basis 
(legislation and taxation) and the most c o m o n  type of consulting was mechmicd client supply with 
documents printed out fiom the BSC data base. The client structure of the BSC: 70% ; SME, 30% - 
state and privatized enterprises. 5% - start ups. Average daily number of client visits - 3-4, only one 
client is in the subscription list. Using the pubIishing base they give a client a set of documents 
without any comments, using the principle "think and work it out". The full support services (search 
for a client - contract singing and follow up - contract implementation) is not provided. The head of the 
consulting department, Mr. Shevtsov, does not have negotiation and active complex consulting skills, 
besides according to him consulting will never become sustainable. Meetings with BSC clients 
demonstrated lack of experience and practical work with customers. Genera1 impression is low. 

Information 
Khakov BSC information department is much further advanced than the other BSCs' corresponding 
departments. The computer hours are used more productively. There are constantly updated data bases 
"Ukrainian Enterprises" (5000 businesses), "Buy & Sell" (1 500 ads), commercial and inquiry 
information, "Yellow Pages - USA". The information is updated every day through the informationa1 
centers the BSC cooperates with (Donetsk, Lugansk, Kiev, etc.), newspapers and direct offers form the 
companies. The whole data base is updated quarterly. The system of electronic marketing is being 
developed, the contract with Privatbank is concluded on the usage of modem payment system. The 
personnel is highly qualified with a more than 3 year experience. General impression is good. 



RECOMMENDATIONS 

1. As it turned out Kharkov RBAC is a stock holding company created specifically for the 
NEWBIZNET Project. 60% of the shares (30/30) belongs to "Promsnab" and "Granit" Association, 
40% to individuals. Mr. Dudka's share is 30% in "Promsnab" and 10% in RBAC. There is a very 
peculiar issue. RBAC is managed by a board of directors and its vote distribution on strategic and 
financial issues may prevail over the general tasks and goals of the NEWBIZNET Project. It is very 
important in a context of re-investing a d  sustainabiIity oriented strategy. 

2 .  The consulting department performance is bellow any criticism. The department should have 
professional consultants, including a lawyer (there were none in BSC). There is no clear definition 
of the consuIting department with a statement on fblnctions and activities. The practice of 
independent client search and attraction should be started. A new head of the consulting department 
is needed. 

3. There is a bad necessity 
a) to exchange information among BSCs; 
b) to summarize the experience and coordinate BIN activity; 
c) to develop a common data base and access to it. 

Having a labor and resource potential Klharkov BSC can start software development (a new 
profitable activity) as of today, 

4. In the area training there access for the BSC to the long-term programs niche) there 
should be agreements concluded with the region enterprises to provide targeted short-term 
workshops (on-site as well) on the issues urgent for the businesses. This will be a combination of 
training and consulting. 

Taking into account the fact that the region is a large industrial and scientific center of Ukraine the 
"bank of ideas" should be started for the future projects with a guarantee of the business plan 
development. A special attention is to be paid to the "know how" projects, connected with 
conversion and new technologies. 

To establish and advertise the BSC image international practical workshops should be organized 
with an opportunity of internships abroad which is a prospective profitable direction of the BSC 
activity. 

Stupnitskiy 

Independent Expert 
President of the "Private Initiative" Foundation 



11. Indhidud Evaluator's Reports and Comments 

II.iv) Jeff Houghton - NEWBIZNET 



LVIV BSC 

Background 

The Lviv BSC is a subsidiary company of th Lviv Institute of Management (LIM) and was 
established to implement the NEWBIZNET contract. The company is wholly owned by the LIM. 

The previous LTTA's contract was not renewed as his contribution was considered totally 
inadequate. He had little direct involvement in the activities of the BSC and kept himself apart from 
most of the staff. A new LTTA has been recruited and should start in September 1996. 

Observations 

Despite their being at a disadvantage in having an ineffective LTTA the Lviv director and his team 
have done a creditable job in the provision of training and'business advisory services. 

The BIN network is not operating a direct on-line connection with the Kyiv office computer and the 
two staff working on BIN think that Lotus Notes may not be the best system to use for network 
management - especially as it is unable to handle the cyrillic characters. They clearly needed more 
direction from Kyiv. 

They did operate three databases of Ukrainian companies but unfortunately these databases have not 
been updated since January 1995. Very little information had been provided to clients on a 
chargeable basis from the BIN. 

There are inadequate statistics available on numbers of clients for business advice and training. 
When asked for a client list a hand-written surnrnq was handed to the evaluation team. The 
computers provided by the project are under-utilised and the staff are inadequately trained. 

The BSC has close links with LIM and a number of both full-time and part-time staff still teach 
there. They are therefore more able to understand, and to distinguish, the difference between 
education and training and to concentrate on the latter. 

The LIM network is one of the main strengths of the Lviv BSC and has led to successful LSN 
activities. The Director is very active and well-known in the community and feels that LSN should 
be a BSC responsibility. The NEWBIZNET name is not being promoted well enough in relation to 
LIM. 

The Training Manager was on vacation during the evaluation team visit. The Business Advisory 
Manager seemed to be capable but was a little agressive during interview. 



Conclusions 

The Lviv BSC is ranked first out of the four BSCs and is well ahead of Kharkiv, its nearest rival. 

The main reason for the centre's success is the leadership of the Director Valeay Pjatek. 

Training courses are generally profitable and continue to attract regular clients. 

The BSC has been succesful in attracting other donors to support NEWBIZNET activities through 
the development of new training courses. 

Up to 40% of clients have been on more than one training course. 

Five clients have received loans, including two from EBRD, as a result of workshops. 

Only 50% of business advisory clients are looking for credit the rest are interested in general 
business advice and training, 

Recommendations 

Retain LIM as sub-contractor subject to acceptance of the new contract. 

Arrange for additional training, including a visit to the Kyiv office, for BIN staffto learn how to 
operate the Lotus Notes software. 

One of the two computer specialists should be appointed as BIN Manager so that the three funded 
posts of Business Advisory Manager, Training Manager and BIN Manager have clear 
responsibilities within the BSC organisation structure, 

The BSC Director should promote the NEWBIZNET and the LIM names on the building and on 
literature. 



ODESA BSC 

Background 

The sub-contractor is Intmar. The LTTA was in place from August 1995 to July 1996. Intmar has 
four founders each of which own 25% of the company. Two of them, Vitaly Zamkovoy and Galena 
Prokopchuk, are part of the BSC management team. A new LTTA has been appointed for the period 
up to and including September 1997. 

Observations 

The level of computer literacy amongst the BSC staff is very is very low. Only thee  out of 14 staff 
are able to use any of the 8 available computers. One of the three computer users cannot use 
spreadsheets. 

BIN activities are almost non-existent. Intmar used an external information specialist from Odesa 
University during the tendering process. They did not retain his services afterwards. 

The business advisory manager, h a t o l e  Kavalov, had two other jobs, 1-2 hours per day at a bank, 
and 400 hours of lecturing at the university. He has now agreed to finish his work at the bank and to 
reduce his committed hours at the university. 

Business advisory and business planning services were being offered by Mr. Kavalov, but because 
of his other jobs, he was not always in attendance at the BSC. The quality of business plans 
produced so far has not been high. 

The BSC Director, Vitaly Pavlovich Zamlsovoy, seems only interested in training. He depends 
almost entirely on Mr. Kavalov for business advisory and BIN activities. 

The management structure of the BSC is conhsed Mr. Kavalov is the Director in all but name. The 
relationship between Mr. Zamlkavoy and Mr. Kavalov is sometimes strained although the Director 
strongly supported his business advisory manager during the evaluation. 

The LSN activities have been developed almost entirely by Mr. Kavalov who also serves on the 
Odesa oblast SME Policy Commission. 

BSC clients are not generally aware of the NEWBIZNET connection. They only know the Intmar 
name. 

The training manager, Galina Prokopchuk, seems to be very competent but she would benefit from 
a better understanding of the inter-connection between BIN, business advice and training. Too many 
free training places have been made available. 

The clients interviewed were generally with the services offered by the BSC. 



Conclusions 

The Odesa BSC is ranked third out of the four BSCs behind Lviv and Kharkiv. 

There has been little LTTA support provided to the BSG team. 

The position and responsibilities of the BSC Director has to be reviewed by Intmar and 
NE WBIZNET management. 

The Director of the Odesa BSC must be able to manage all parts of the NEWBIZNET project. 

All four NEWBIZNET funded posts should be full-time. 

The level of computer literacy, amongst all BSC staff, falls well below what is acceptable. to 
implement the project. 

Although Intmar has been primarily a training company it is dependent on NEWBIZNET support 
for the next two years. 

Due partly to lack of support from the NEWBIZNET Kyiv office, &d the shortage of computing 
skills in the Odesa BSC office, BIN activities have been almost non-existent. 

Resommendations 

Retain Intmar as sub-contractor subject to acceptance of the new contract. 

The newly appointed LTTA should begin his activities in Odesa before the end of September P 994. 

A computer literacy training is required for all BSC staff to ensure that all key staff are able to use 
at least one word-processing and one spreadsheet package. 

All four NEWBIZNET funded managers and other business advisory staff should receive business 
planning training to better understand how businesses operate. 

The existing and new candidates for all funded posts must be approved by NEWBIZNET 
management. 

A suitably quaIified BIN manager must be recruited and appointed as soon as possibk. 

Mr. Zarnkovoy must consider appointing Mr. Kavalov as BSC Director. 



MOLDOVA (Balti) BSC 

Background 

The sub-contractor is the Chisinau-based company Agbis. The Business Advisory and Training 
functions are carried out by the BSC at Balti. BIN and LSN activities are managed by the LTTA at 
the Chisinau office. The LTTA has been in place since July 1995. 

Observations 

The BSC staff are generally not of sufficient calibre to manage the NEWBIZNET program. Only 
the business advisor is worth retaining. 

The Director is not a credible manager to run this project even if he was fblll-time on the project. He 
spends three days each week at Balti and the other days are spent on other Agbis projects. He does 
not understand the nature of the NEWBIZNET subsidy. 

The Director perceives the Kyiv USAID as his project manager rather than DAI. He is in regular 
and frequent contact with the Mission on all aspects of the project 

The level of computer literacy is low. Only the Secretary is able to use both spreadsheet and word- 
processing software. There is no member of staff sufficiently qualified to deal with BIN activities. 

A limited number of training courses have been delivered so far. The level of consultancy provided 
is also inadequate. 

NEWBIZNET is only a small part of the Agbis portfolio of pro~ects. The company has just been 
awarded a substantial new USAID contract. It is also bidding for TACIS and FA0 contracts. 
Although Agbis continues to win new contracts the company is generally not well respected in the 
Moldovan business community. 

The business plan for the Balti BSC projects losses for every month over the three year period. 
There is little consideration and understanding of the need for self-sustainibility. Agbis sees the 
NEWBIZNET as a provider of subsidies rather than assisting and supporting the development of a 
consultancy company which can survive on its own. 

Agbis shows little interest in generating income within the NEWBIZNET project. It appears that 
paying consulting clients are handled through the Agbis Chisinau office. Any resulting income is 
therefore directed through Agbis not NEWBIZNET. The project is seen as Agbis. The 
NEWBIZNET name is not promoted. 

The LLTA is negotiating a contract with IBM which will provide equipment for a computer training 
centre in Chisinau linked to the NEWBIZNET project. One of the conditions placed on the deal by 
IBM is that the centre must be supported by a local company that has the computer skills to service 
the training centre, the computers provided, and the software used. Agbis does not possess the 
required level of expertise. 



Conclusions 

The Balti BSC is by far the worst overall performer of the four BSCs. 

1% has proven to be very difficult to manage the Balti BSC and the BIN and LSW activities from 
Chisinau. 

The separation of the BIN activities, based with the LTTA in Chisinau, from training and business 
advice, based at the BSC in Balti has proven to be impractical. 

It is important to continue to retain a presence in Balti and one other location in Moldova, however, 
all BSC activities should be centred on Chisinau. 

We should attempt to incorporate the IBM project into NEWBIZNET in Moldova. 

Agbis is not dependent on NEWIZNET to sustain its consulting activities and does not have any 
real interest in making the project successhl. 

Recommendations 

Conclude the contract with Agbis and select a new consulting company, which also has the 
computer skills necessary to implement the BIN and manage the IBM computer traiming centre, 

Move all BSC and LTTA activities into the same premises preferably to include the IBM centre. 

Retain a satellite office and a training room in Balti. 

Establish a new satellite ofice and training room in another location in Moldova. 

Charge the LTTA with the management of all BSC activities until a new sub-contractor is selected. 



- KHARKIV BSC 

I 
Background 

The sub-contractor is RBAC which is a wholly-owned subsidiary of another company called 
PROMSNAB. Both of these companies are effectively controlled by Mr. Alexander Dudka, the I BSC Director. 

RBAC was contracted to manage the NEWBIZNET BSC after the contract with the previously 
contracted company was terminated. 

The LTTA has been in place since July 1995 and continued his activities until June 1996. A new 
LTTA is being recruited. 

Observations 

RBAC and PROMSNAB have been mainly engaged in business information services and 
publishing, and had little previous experience in providing training and business advisory services. 

The Director places too much emphasis on publishing and pays less attention to training and 
business advisory services. 

There is a high level of competence amongst the staff engaged in BIN activities. They have 
developed their own databases and they are the only BSC actively selling business information 
services. 

Within the management structure the position of BIN manager has not yet been created. 

The training manages needs to be more motivated and be trained to understand the connection 
between training and the other services offered by the BSC. There are too many free training places 
provided. There needs to be a clearer distinction between training and the provision of information. 

The weakest area is business advice. The business advisory manager, Mr. Vladimir Schvetsov is 
totally unsuitable for this position and has no understanding of his role. Mr. Dudka has now agreed 
that he should be replaced. 

The BSC is using a software package called 'Project Expert' which produces 25 pages of financialk 
data but is definitely not a business plan. The level of understanding of business planning is low. 

RBAC is using its own NEWBIZNET logo and is not conforming to the standard logo which must 
be used throughout the program. 



Conclusions 

The Kharkiv BSC is ranked second out of the four BSCs, ahead of Odesa and Balti, but behind 
Lviv. 

The level of computer literacy is the highest of all four BSCs and will serve as an example to the 
others. 

There is not enough commitment to training . 

The business advisory services are inadequate. More BSC staff will need to be committed to this 
activity. 

A11 funded managers and business advisory staff should receive business planning training to better 
understand how a business operates. 

There is a general Iack of understanding of how entrepreneurs think and act. Consequently there is a 
reluctance to treat small businessmen seriously. 

Recommendations 

Retain RBAC as sub-contractor subject to acceptance of new contract. 

The internal BSC organisation structure must be changed to better reflect the needs of the 
NEWBIZNET project. 

A new business advisory manager should be recruited, approved and appointed as soon as possible. 

All four NEWBIZNET funded managers md other business advisory staff shou%d receive business 
planning training to better understand how businesses operate. 

A BIN manager should be appointed from within the existing staff. 

The existing and new candidates for all funded posts must be approved by NEWBIZNET 
management. 

The BSC Director should concentrate on developing business advisory services and training to 
paying clients. 



111. Projected Budgets Forecasts for BSCs 

1II.i) Lviv 





Proje 

Oct 

J- . . . ~ d W v . e  ' I 

cted Bwlget Forecast, Year 2 ended Septemb 

Nov Dec Jan Feb Mar Apr May Jun J ul Aug Sep Total 
US% $ $ $ $ $ 5 S I 6 .% S S 

Inconlc 
Consulting and 111vsst111znts 4,444 4,759 4,040 2,335 3,054 3,547 4,010 4,444 3,006 1,971 1,123 3,636 40,400 
Training 9,600 7,200 8,800 5,600 8,000 8,800 4,800 8,000 6,400 2,4110 1,400 8,000 80,000 
BIN Services 3,500 3,150 3,150 1,750 2,800 3,150 3,500 3,850 3,150 2,100 1,750 3,150 35,000 
Ollice Support Srrviccs 1,650 % ,650 1,500 750 1,200 1,350 1,350 1,500 1,200 900 600 1,350 15.000 
Otl~zr Services 

Expenditure 
Nzwbizne~ Salaries 
Newbimzk Ollice Expendilure 2,170 2,070 2,170 2,170 2,170 2,170 2,170 2,170 2,170 2.170 2.170 2,170 26.010 
Subsidired Running Costs 4,170 4,170 8,170 4.170 4,170 , 4,170 4,170 4,170 4,170 4,170 4,170 4,170 50,040 

Salaries 1,370 1,370 1,370 1,370 1,370 1,370 1,370 1,370 1,370 1,370 1,370 1,370 16,440 
Other Expentliturc 14,060 12,171 12,830 7.723 11,036 12,335 9,534 12,757 9.811 5 ,043 4.019 11.739 123,058 
Lviv l3SC Running Costs 15,430 13,541 14 ,200 9,093 12,406 13,705 10,904 14,127 11,181 6,413 5,389 13,109 139,498 

IJSAID Subsidized Salary 2,210 2,220 2,220 2,220 2,220 2,220 2,120 2,220 2,220 1,220 2,220 1,220 26,640 
USA111 Subsidized Expendi~ures 3,157 3,157 3,157 3,157 3,157 3,157 3,157 3,157 3,157 3,157 3,157 3.157 37,886 
Total USAID Subsidy, S 5.377 5,377 5,377 5,377 5,377 5,377 5,377 5,377 5,377 S1317 5,377 5,377 64,524 

USAID Subsidy, % 2,085 2,085 2,085 1,668 1,668 1,668 1,251 1.25 1 1,251 834 834 834 11,514 



ISZ'I 0 0 0 0 0 0 0 0 0 LIP LIP LIP 

V Z S ' F ~  LLE'S LLE'S LLE'S LLE'S LLE'S LLE'S LLE'S LLE'S LLE'S LLE'S LLE% LLE'S s '4Wns UIV: 
P88 '~ t  LSI'f LSI'C 651'1 LSI'I  & s i %  LSl% LS1'1 LF1'Z LS1'E Lsl 'b LSi6f  LSI'f ~ a ~ l l l ! l > U ? d ~ ~  p?z!p!sqns 
0 t939~  O i i Y  oee'z ozz'i: ozz'z 0ZZ'Z 0ZZ'i: oZZ'Z OZZeZ ozz'z OEZ'Z ozz'z 0Zz'i: h a l e s  paz!p!sq~\s 

f i l l ,  

t88'091 6.11'91 97.1'9 ZEP'L 826'21 856'91 ~ ~ 9 ' 2 1  ELL% 8EZeB1 656'01 18Eg91 LL~ 'S I  ' 9ZBeLL 
TPP'VVI L P L ' ~  I 9SL't Z90'9 I I0 'S i  L0E'bI 9Sb"i 

OPO'OS Obl'P OLl'P OLI'P OLI'P OLI'P OLI'P OLI'P OL1'$ OLI'P 0LI'P OLI'P 0LI'P q s o 3  S u p u n ~  p 
0F0"Z OLI'Z OLI 'i: OLl'C 0LI'Z 0LI'Z oLI'Z OLI'i! ou61. O L I ' ~  OLI 'Z OLI'Z O L ~ ?  3Jnl!l'uadx3 xgo 1. 
ooo'Pt ~ O O Z  000'2 ooo'e ooo6i: 000'2 000'5 000'z Oooaz 0ooE 2 000'2 0 0 0 ' ~  000'2 sapqcg 1.1 

am1 I 

s a p  
000'0Z 008' i 008 OUZ'I 009' I 000? 008' 1 008'1 009' 1 000' 1 000"i OOZ'Z OOZ'Z Sa3!N?S l~0dtl  
0 0 0 ~ 5 ~  0 5 0 ~ ~  O S Z " ~  OOL'Z OSO'P 0S6'P OOSnP oSO'B 009% oSZ'Z 050'P oSO~P 0 0 ~ ' P  sag! 
000'06 000'6 0 0 ~ ' ~  0 0 ~ ' ~  OOZ'L 000'6 00P'S 006'6 000% 00te9  006'6 001'8 008'01 
OOZ'LP skz'k IX'I OYE'Z OPS'E ~ 6 1 ' s  oz L'P OEI 'P  OPS% P I  L'Z oz L'P 9 ~ 5 %  %t1s S J U ~ W ~ S ~ A I I ~  ~ I I V  21 



111. Projected Budgets Forecasts for BSCs 

1115) Odesa 





Appendixes Vil1.C. 

Projected Budget Forecast, Year 2 ended September 30, 1998 

Oct Nov Dec Jan Fzb Mar APr May J 11 11 Jul Aug Szp 'Ibtnl 
US$ $ $ $ $ $ S S $ S $ S 

Inconle 
S 

Uusi~iess Aclvisory Ssrvicrs 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,800 2,800 2,800 2,800 31.200 
Training 12,000 12,000 13,000 13,000 13,000 14,000 14,000 14,000 0 4,000 15,000 15,000 15,000 166,000 
BIN Services 300 300 300 300 300 300 350 350 350 350 350 350 

300 300 
3,900 

Oflicc Services 300 300 300 300 300 300 300 300 300 . 300 3,600 
Publications 

Expenditure 
NEWBlZN 11'T Salaries 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 1,000 2,000 2,000 24,000 
N EWU 1ZN 1 X  Otlice Expenditure 7,150 7, 150 7.150 7,150 7,150 7,150 7,150 7,150 4,150 7,150 7,150 7,150 85,800 
Subsidised IZuuning Costs 9,1150 9.150 9,150 9,150 9,150 9.150 9,150 9.150 9,150 9,150 9,150 9,150 109.800 

Salaries 
Orher Expendikures 
Intmrr Runuing Costs 

USAID Suhsicliseil Salary 3,000 2.000 2.000 2.000 2.000 2,000 2,000 2,000 2 ~ 0 0  2.n00 2 .no0 2 . ~ 0 0  24.000 - .-- 
USAID Subsidisecl Expenditures 7,150 4,150 71150 7;150 77150 7,150 7,150 7,150 7,150 71150 7,150 7,150 85,800 
'I'otrl USAID Subsidy, 5 9,150 9,150 9,150 9,150 9,150 9,150 9.150 9,150 9,150 9, 150 9,150 9,150 109,800 

USAID Subsidy, % 50% 50% 50% 40% 40% 40% 30% 30% 30!$ 20!% 20% 20% 

USAlD Subsidy, $ 
Oiher Funding 
*rotdl l'unding 
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CQMMENTS ON I MOLDOVA: 

I Sherrv Grossman 
I spoke to Jeff last Wednesday evening and he told me that the afternoon and next day in Moldova (after 
I departed) went better than the morning session and that he was thinking we could continue to work with 

I AGBIS without re-tendering. He was still thinking along the lines of moving the main BSC to Chisinau 
and having satellite offices in Balti and somewhere in the South. 
I agree with you that strengthening the tern is more to the point than finding a new company, I didn't 
see anything that led me to believe that AGBIS was not capable of running this project, but they need to I e-dedicate themselves to the task and give us confidence that they can handle both NEWBIZNET. and 
this other post-privatization tender they've won, which made ow activity sound like small potatoes. I'd ( like to see them identify people who can do the job - including spreading entrepreneurial spirit as well as 
giving concrete, practical advice - BEFORE the contract is renewed, and lay out a plan for how they'll 

I 
improve their performance with a new office ~ o ~ g u r a t i o n ,  assuming we all agree that the BSC should be 
moved to Chisinau with satellite offices. I'm not totally convinced that a satellite office can accomplish 
much, but it depends on the scope of w o k  

1 Paul Novick: 
Ivan: I'll send my report (on all of the BSCs) dong to all of you in the next couple of hours. In the 

I meantime, Jeff and I did discuss the possibility of re-tendering, but both of us agreed that that wodd 
probably not be necessary. Everythmg depended on Jeff being able to successfidly negotiate with the 
AGBIS chairman a strong "performance-based" contract, a renewed commitment to the project (in the 
midst of their new restructuring work--400 new employees will be hired), and some staff changes 
@ossibly the project director, consultant and trainer). (Our initial discussion with Muravskij, Chairman, 
indicated that he was willing to consider all of OW ideas -- so I recommend letting Jeff work out the 
letails and then consider what options he has). 

'Personally, I would not recommend re-tendering because we don't know if there are any ''better1' 
companies out there who can do the work, tendering takes time and will definitely slow down the project 

(for who knows how long, and there's not alot of time left in this project. We need to work with what we 
have. 

1 Re: the "new arrangement" -- small central staff in Chisinau with satellite offices in Balti and in the 
South -- I like it and think Jeff feels this is the way to go to have the most coverage of the SME firrns 
(which are mostly agribusiness at this point and surely will be after the restructuring effort). 



Karrve Braxton: 
As I was not involved in the Chisinau trip, I can't give any first-hand knowledge about the operation of 
the business center there. During the Kharkiv trip, however, I did hear reference made to the fact that 
AGBE had recently won mother tender from USMD (perhaps owe of the ]Iand privatization/agricu~~a]1 
Imd privatization tenders) and there 'was concern that AGBIS managers were going to be stretched too - 

thin to ensure that NewBiiNet was successful. 
Also, I heard conversations that suggested that the managers and staff f i r  the Moldova business center 
could be changed because they were considered weak performers. Is this possible or can this 
management and staff only be changed though a retender? Tenders require lots of time, effort and 
expense. Rather than a retender, perhaps the NewBiflet project would be better sewed by a change in 
management and staff for the Moldova center as well as strictly defined objectives. 

REGIONAL U S m  h'fISSION TO UKRAINE, BELARUS AND  I OLD OVA 
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