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Section 1. Executive Summary
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1.6

Purpose and Method

The purpose of the study is to evaluate and where possible to quantify the
impact of AMSCO intervention on the financial and human resource
development of its client enterprises.

The study commences with a review of the entire AMSCO portfolio of clients,
its geographic and sectoral distribution, and the sources and application of
donor funding made available to clients from the UNDP / ATMS project and
other sources. The overhead and headquarters staff expenses per client are
examined, as well as the quality of the management services offered by
AMSCO.

Case studies have been prepared for all those clients where information was
made available, a total of 90 studies. Since inauguration in April 1989
AMSCO has entered management services contracts with 126 companies, of
which 31 have been signed after December 31, 1996, making 95 clients
suitable for the study of the impact of AMSCO intervention.

Scope of the Study

Each of the case studies includes a brief history of the company and specific
details of the form of the training and management development programmes
introduced to the client. Where available the studies quantify the changes in
key financial and technical performance variables of the client during the
period of AMSCO intervention.

Based on the information contained in the case studies five separate analysis

are presented: ‘

o The regional differences in client performance during AMSCO
inverventions;

o  The financial performance of 37 clients during successful AMSCO
interventions,

. The “sustainability” of AMSCO impact in the post-contract performance
of the companies reported in the 1995 AMSCO Impact Study: Eleven
Selected Cases;

The reasons for the failure of AMSCO interventions in 25 companies;
The volume, cost and range of the training and management development
programmes provided by AMSCO to its client companies over the period
1989-1997.

AMSCO Portfolio

The outstanding impression from the review of the AMSCO portfolio over the
nine year period since inauguration is of a dynamic development, constantly
adjusting to meet the changes in conditions in the market place and the
resources available. The rate of growth of the portfolio over the past four years
has been remarkable, demonstrating a flexibility to meet changing conditions.
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This has enabled the company to build up a substantial volume of “work in
progress”. The reduction of unit costs during the same period is a major step
towards AMSCO reaching financial break even.

The review of the development of the AMSCO portfolio raises three concemns

for the future:

e  That donors provide sufficient funds for management support to enable
AMSCO to maintain a high percentage of SME’s in its future portfolio,

a That donors provide sufficient funds to the MDF to ensure that AMSCO
can meet its contractual obligations to provide a proportion of the costs
of training and management development programmes;

. That the “hidden costs” of the very large recent increase in the portfolio,
in terms of a reduction of the ability of AMSCO to deliver high quality
management services to its clients be fully addressed.

Regional Comparison

Financial data were made available for only three AMSCO clients in East
Africa. These are insufficient to be treated as representative.

The differences in the performance of the AMSCO portfolio of clients in West

and Southern Africa were analysed, and found to be principally due to two

factors:

e  The macro-economic environments in which the clients were operating;
and

e  The different financial structure and market orientation of the individual
clients in each region.

Many of the AMSCO clients in West Africa, particularly those in the FCFA
zone, suffered the general economic downturn experienced by the region in the
early 1990’s. For some clients this was compounded by currency devaluation
and exposure to increased foreign competition. The capitalisation of many of
the clients was weak, and their products aimed only at a local market.

The strength of the Southern Africa portfolio lies in the large export-oriented
clients in Mauritius and Madagascar, a very successful financial service
enterprise in Zimbabwe and an export zone management company in Namibia.
The basis for success was pro-active government support, combined with
focused market targets, strong balance sheets and senior management
awareness of the vital importance of a well trained workforce.

Financial Impact

The analysis indicates that AMSCO has been a cost-effective vehicle, in term
of cost / benefit results on donor-provided funds.

The benefit to clients is also demonstrated. —The average net profit
improvement of US$568,000 in 22 months represent a 240% return on the net
cost to the clients of the AMSCO management teams (after donor funding
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provision). Clients would benefit further from the improved condition of the
management of the companies after the AMSCO intervention.

Without donor funding support the analysis is significantly different.
Typically, the costs of the AMSCO managers are substantially more than the
increased company earnings they will achieve during the first year of
intervention. This short term additional cash requirement is beyond the
resources of many companies, particularly SME’s. It is for this reason that
donors should restore a reasonable level of funding to assist smaller companies
to meet the immediate costs of AMSCO management teams.

In view of the increased demand for AMSCO services, and the demonstrable
financial benefit to its clients, AMSCO should require performance-related
bonus provisions in its contracts. This would enable AMSCO to provide
financial incentives to all field managers, and a contribution to both the MDF
and the AMSCO “bottom line”.

“Sustainability”

The 1995 report AMSCO Impact Study: Eleven Selected Cases examined the
financial impact of the intervention of AMSCO in eleven selected clients.
These companies were revisited to determine how they had fared since the
completion of the AMSCO intervention

The individual case studies describe the factors which affected the
development of each of the eleven companies since the end of the AMSCO
contract. All except one have developed financially and commercially. In
addition, training continues to be an important function.

Financial data are available for seven of these companies. Overall performance
has continued to improve steadily since the end of the AMSCO interventions.
Average turnover has increased by US$1.4 million (22%), operating and net
profits by US$159,000 and US$31,000 respectively; shareholders equity has
increased by 12%; and liquidity ratios by 28%. Exports have doubled in value,
in US dollars. In local currency these improvements are even greater.

These achievements are particularly credible in view of the fact that several of
the companies faced increasing competition from foreign imports as a result of
trade liberalisation policies, as well as adverse local economic conditions. All
of the companies were in financial and / or managerial distress at the time of
the commencement of the AMSCO intervention, and their ongoing success
must in part be due to the improvements introduced during that intervention.
This review indicates that the impact of AMSCO on its clients is sustainable.

AMSCO “Failures”

It is recommended that to reduce the incidence of failure of its contracts

AMSCO should:

B improve the quality and thoroughness of pre-contract client diagnosis and
pre-contract negotiations with clients;
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» establish an effective post-contract monitoring and support mechanism,;
and

. broaden the base of its manager recruiting efforts in Africa and the Far
East to help to reduce the high cost of management.

It is recognised that these recommendations would involve additional staff, and
would be most effectively implemented on a regional basis, through offices in
Africa.

Training and Management Development

In 1994 AMSCO made a significant change in its approach to the form of
management development and training programmes appropriate for its clients.
The new policy, aimed at creating a broadly-based “training culture” within
client enterprises, involved development of new types of training event and
trainer.

This development is still underway. Analysis indicates that progress has been
achieved in extending the range of courses to the specific requirements of
clients, increasing substantially the number of trainees and reducing
significantly the unit costs of training events. AMSCO has also organised a
series of regional and international workshops, seminars and conferences that
provide valuable development and networking opportunities to its clients. This
fulfils an important objective of the original project proposal.

In addition to meeting client training requirements more closely and reducing
the unit costs of training events, AMSCO has achieved a control of the
overhead expenses incurred in the administration of the MDF.

Summary and Conclusions

Management Services

e AMSCO has had a positive impact on the financial performance of a high
proportion of its clients (approximately two thirds of the 90 clients
studied);

e AMSCO has grown almost exponentially in recent years, with no increase
of the human resources available to supervise the portfolio. This has led to
a deterioration in some of the services of the company, in particular pre-
contract diagnosis and client monitoring.

e Since early 1997, the lack of funding to assist client companies to meet the
expenses of AMSCO field managers has limited the possibility of smaller
companies using AMSCO services.

e The lack of information in AMSCO headquarters on the condition and
performance of many AMSCO clients, including some current
interventions, indicates inadequate contact and monitoring by the AMSCO
operations department.

e The “failure” rate of AMSCO interventions, although within the limits of
the original project proposal, could be reduced by more effective pre-
contract diagnosis and post-contract monitoring.
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o establish an effective post-contract monitoring and support mechanism;
and

e  broaden the base of its manager recruiting efforts in Africa and the Far
East to help to reduce the high cost of management.

It is recognised that these recommendations would involve additional staff, and
would be most effectively implemented on a regional basis, through offices in
Africa.

Training and Management Development

In 1994 AMSCO made a significant change in its approach to the form of
management development and training programmes appropriate for its clients.
The new policy, aimed at creating a broadly-based “training culture” within
client enterprises, involved development of new types of training event and
trainer.

This development is still underway. Analysis indicates that progress has been
achieved in extending the range of courses to the specific requirements of
clients, increasing substantially the number of trainees and reducing
significantly the unit costs of training events. AMSCO has also organised a
series of regional and international workshops, seminars and conferences that
provide valuable development and networking opportunities to its clients. This
fulfils an important objective of the original project proposal.

In addition to meeting client training requirements more closely and reducing
the unit costs of training events, AMSCO has achieved a control of the
overhead expenses incurred in the administration of the MDF.

Summary and Conclusions

Management Services

e AMSCO has had a positive impact on the financial performance of a high

proportion of its clients (approximately two thirds of the 90 clients

studied);

AMSCO has grown almost exponentially in recent years, with no increase

of the human resources available to supervise the portfolio. This has led to

a deterioration in some of the services of the company, in particular pre-

contract diagnosis and client monitoring.

e Since early 1997, the lack of funding to assist client companies to meet the
expenses of AMSCO field managers has limited the possibility of smaller
companies using AMSCO services.

e The lack of information in AMSCO headquarters on the condition and
performance of many AMSCO clients, including some current
interventions, indicates inadequate contact and monitoring by the AMSCO
operations department.

e The “failure” rate of AMSCO interventions, although within the limits of
the original project proposal, could be reduced by more effective pre-
contract diagnosis and post-contract monitoring.
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The programme overload, concentration of effort on acquiring new clients,
and the physical remoteness of the AMSCO operating staff in Amsterdam
are inhibitions to effective contact and communication with clients and
field managers. '

Since 1995 few of the AMSCO management services contracts contained
provisions for a performance-related bonus, despite the increasing demand
for AMSCO services.

Training and Management Development Services
e The management development function of AMSCO has been successfully

re-oriented, and is now offering a wide range of in-house and external
training courses, workshops, seminars and conferences.

e Unit costs of the training and management development events provided

through AMSCO have been very substantially reduced, and AMSCO
administration expenses are now at an acceptable level.

e The lack of integration between the AMSCO operations and development

departments is damaging the efficiency of client monitoring and the benefit
of shared information and experience.

AMSCO has built up considerable forward contractual commitments for
the supply of management services to the 63 clients now under active
contract. Currently there are not sufficient guaranteed donor contributions
to the MDF to meet all of the AMSCO obligations to training and
management development costs required under these contracts.

Recommendations

The main recommendations of the study are:

For AMSCO to continue to provide financial support for the costs of
management services to SME clients, and to contribute financially to the
management development programmes of all clients it is essential to obtain
commitments from donors sufficient to cover fully all forward contractual
obligations of AMSCO.

AMSCO should require the inclusion of performance-related bonus
provisions in its contracts. Earnings from such provisions would enable the
company to provide financial incentives to field managers, and to
contribute to the MDF and the AMSCO “bottom line”.

To help reduce the incidence of AMSCO failures resulting from inadequate
pre-contract assessment it is recommended that AMSCO:

i) prepare target profiles for potential clients to fit the current
marketing policy of the company, as agreed by the Board,
ii) prepare a standard outline form of diagnosis, covering all of the

essential issues and covenants to be covered in the initial
assessment of a prospective client;

iii)  strengthen the existing procedures for “peer group” review of
proposals to proceed to negotiation of a management service
agreement, and for the subsequent review of the agreements to be
presented to senior management for approval.

5



To help reduce the incidence of AMSCO failure resulting from inadequate
monitoring and support of the clients and field managers during the course
of the intervention it is recommended that AMSCO:

i)

if)

To imp

D

i)

ensure that all field managers comply with the requirement in their
employment contracts to produce within 90 days of taking up the
field appointment a business plan or technical performance
schedule (as appropriate), for discussion and agreement with
AMSCO and the client Board ;

include in every client agreement and field manager employment
contract a provision for the submission to AMSCO of regular
summary reports on the financial and technical performance of the
of the client, combining comparison with business plan and details
of any exceptional matters arising;

install and maintain a system for recording and analysing the
critical financial and technical performance of clients, for regular
management monitoring reports.

rove its efficiency, it is recommended that AMSCO:

restructure the management of AMSCO (as proposed in the 1997
Strategic Plan) to integrate more closely the three main
departments (operations, management development, and finance /
administration),

establish, where cost effective, regional offices in Africa, staffed
sufficiently to be responsible for direct contact with prospective
clients, active clients and field managers, and to be the front-line
contact point with regional stakeholders in the ATMS / AMSCO
project (i.e. UNDP, government, donor representatives, local
banks, training institutes, etc.),

organise in-house training for both operations and development
department staff in report-writing, financial analysis, contract
negotiation, and communication skills;

strengthen the concept that the responsibility of every staff member
is to improve the AMSCO overall “process” of assisting clients to
achieve international standards of performance and competition.
Staff must understand that “success” is a successful client, not a
contract signed or a training programme completed.  Group
consultation at critical stages of a client relationship should be the
norm, and staff rotation between departments should be considered.
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2.3

Purpose of the Study

The purpose of the study is to evaluate and where possible to quantify the
impact of AMSCO intervention on both the financial well-being and the
human resource development of its client enterprises, across its entire
portfolio of clients.

Definitions

The primary criteria used to measure the financial impact on individual clients
are changes in their financial and operational performance during and (where
available) after the period of AMSCO intervention.

The main parameters used to evaluate the financial impact of the AMSCO
intervention are:

Turnover;
Number of employees;
Net profit;
Operating profit;
Assets;
Liabilities;
Shareholders’ equity;
Labour efficiency ratios,
on turnover,
on operating profits;
e Capital efficiency ratios;
on turnover,
on net profits;
e Liquidity ratios;
on current assets/liabilities;
on total assets/liabilities;
e Export earnings;
e Import substitution; and
e Technology transfer.

Data on some of these functions were not available (or necessary relevant) for
some client enterprises. However, sufficient adequate data were available to
enable a clear analysis to be made of the financial impact of the AMSCO
intervention across the portfolio.

The impact of AMSCO intervention on the human resource development
culture of the client enterprises is measured by the number and range of staff /
employee training courses and management development programmes in
which the managers and staff of clients participated.
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The “sustainability” of the ’AMSCO impact after the termination of AMSCO
intervention is evaluated by follow-up studies of the eleven selected
companies included in the 1995 report “AMSCO Impact Study: Eleven

Selected Cases”. These follow-up studies apply the same criteria as those
used for the study.

Case Studies

The primary analysis of each enterprise in the AMSCO portfolio is presented
in the form of a case study. The main sources of data for these studies were
the annual reports, financial statements, management accounts, operating
reports, and training programmes of the relevant companies. These data have
been supplemented extensively from business plans, training evaluation
reports, technical assessments and correspondence, plus direct discussions
with client companies’ executives and principals. Annex D, containing copies
of all of the case studies (and which therefore contains sensitive confidential
information on individual companies), is held by AMSCO and available for
review on request.

To provide the context in which each intervention took place, the case studies
also provide a brief history of each company and a fairly detailed summary of
the management and training intervention that has been provided to each of
the clients.

95 clients qualified for this study (contracts entered prior to January 1, 1997).
Each of these has been “graded”, the grade being based on the financial and
technical performance of the company during the period of AMSCO
intervention, the depth and success of the training programme, and anecdotal
information available in management reports and independent evaluations of
the company. The grades range from “A” — very successful; “B” successful;
“C” — adequate; “D” less than adequate; to “E” failure

Table I. AMSCO Portfolio, 1989 — 1998
__Graded by Performance

Client Category Number of Clients
Total AMSCO 126
(contracts, 1989-1998)

Post 31.12.1996 contracts 31
(not qualified for study)

Clients - qualified for 95
study

“Adequate”, “Successful”

and “Very Successful” 66
Interventions

“Inadequate” and “Failed” 29
Interventions
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Sufficient information was,available to prepare 90 detailed case studies,
From these studies four specific analyses are developed:

e the regional differences in client performance during AMSCO
inverventions;

e the financial performance of 37 clients during successful AMSCO
interventions;

e the “sustainability” of AMSCO impact on the post-contract performance
of the Companies reported in the 1995 AMSCO Impact Study: Eleven
Selected Cases,

e the reasons for the failure of AMSCO intervention in 25 companies;
the volume, cost and range of the training and management development
programmes provided by AMSCO to its client companies over the period
1989-1997.

Conversion and Aggregation

In order to provide comparison between the changes in the performance of
individual enterprises, and to calculate the weighted average impact of
AMSCO over the whole portfolio, the financial data have been converted to
US dollar values (using the exchange rate applicable in each of the relevant

years).

The on-going financial impact of AMSCO intervention is also identified from
the actual estimated performance of each company in its current financial
year. These figures have also been converted to US dollars and presented
individually and also in aggregate form.



Section 3. The AMSCO Client Portfolio: 1989 — 1998

i)

3.1

3.2

Introduction

The full portfolio of AMSCO management service clients is set out in Annex
1, which includes specific information on: client size, sector, turnover and
number of employees at the beginning of AMSCO intervention; the dates of
AMSCO intervention, the number of AMSCO managers seconded; and the
amount of donor financial support provided to individual clients.

Between April 30, 1989 and March 31, 1998, AMSCO has signed a total of
126 management service contracts with enterprises in sub-Saharan Africa. 33
of these contracts had been completed to full (or extended) term, 62 are on-
going, 2 have been postponed and 29 have been prematurely terminated.

Sectoral Distribution

The range of activities of AMSCO clients covers an extremely wide sectoral
spread: Table 2 below indicates the main commercial / industrial areas in
which AMSCO has been involved:

Table 2 : Sectoral Distribution of AMSCO Clients, 1989 - 1998

Sector No. of Total Annual Total AMSCO
AMSCO Employees Turnover Managers
Clients (US$'000)
Manufacturing AN 6,204 157,963 58
|Financial Services 19 2,619 112,912 28
|[Food Processing 14 2,870 59,955 25
Textile 12 11,734 131,613 42
Agriculture 11 1,245 15,108 19
Hotel Services 7 938 6,801 7
Transport 5 413 16,959 11
Automobile Services 4 388 14,879 6
Computers 3 173 2,779 3
Construction 3 1,548 16,203 3
Timber 3 3,200 53,346 33
Mining 2 770 13,400 7
|Retail Services 2 497 5673 4
Telecommunications 2 104 1,962 2
Consultancy 1 45 4,000 2
[Engineering 1 220 4,204 1
Fishery 1 2,000 33,069 1
Heavy Engineering 1 53 1,800 2
Marketing Services 1 8 ? 1
Music 1 20 1,100 1
Offshore Development 1 16 1,000 1
Tourism 1 158 nil 1
TOTAL 126 35,223 654,726 258
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AMSCO has built up specialist experience and capability in several key
business development areas, especially: financial services; hotel services;
manufacturing; textile; and food processing.

Geographic Distribution

AMSCO has been operating over the past nine years throughout sub-Saharan
Africa: 50% of its client were in West Africa; 32% in Southern Africa; and
18% in East Africa. AMSCO has operated in a total of 27 countries.
Concentrations of clients have developed in Ghana, Ivory Coast, Kenya, Mali,
Mauritius, Senegal, Tanzania, Uganda and Zimbabwe.

Growth of Portfolio

The AMSCO portfolio of client enterprises under contract has steadily
increased over the years, as Chart 1 illustrates. In April 1994, (the fifth
anniversary of the inauguration of the AMSCO/ATMS project) the company
had 20 clients under contract. This number has risen at an increasing rate to
reach 60 clients under contract by the end of 1997. At March 31, 1998, there
were 64 clients under contract. Alongside this increase in the volume the
number of field managers seconded to clients also increased, from 40 in April
1994 to 144 in March 1998. The growth in the number of managers is also
shown in Chart 1.

Chart No. 1 : AMSCO Client Portfolio, 1989-1998 - Number of Clients under Contract and Number of

Field Managers
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3.5

3.5

Total Annual Turnover of Clients under

Contract (US $ million)

¢

The growth of the portfolio had the obvious effect of increasing the influence
of AMSCO. Chart 2 shows the total annual turnover and number of
employees of ASMCO clients under contract at any one time. By March
1998 these amounted to US$350 million and more than 19,000 employees.
These numbers are based on individual company statistics at the beginning of
each AMSCO contract and therefore probably understate the actual numbers
applying during the contract period. Over time the average annual turnover
of individual clients under contract has varied between US$3 million to US$6
million per client (with an overall average of US$5 million per client), and
the average number of employees has varied from 150 to 300 per client (with
an overall average of 250).

Chart No. 2 : AMSCO Client Portfolio, 1989-1998 - Total Annual Turnover of Clients Under Contract
(US $ million) and Total Number of Employees of Clients Under Contract (based on figures at the
commencement of each AMSCO contract)
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Source: AMSCO

Size Distribution of Clients
Each of the AMSCO clients has been categorised by size between SME (small

and medium-sized enterprises) and Large, with a further split in SME between
Small and Medium. Definitions applied in this categorisation are:

12

Total Number of Employees of Clients Under
Contract






