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Message from the Director General

The enclosed summary of the Inter-American Agency for Cooperation and Development's (IACD) new Sustainable Technical Cooperation Program outlines a new approach that seeks to greatly expand the application of technical cooperation programs in the Americas.

The IACD was established by the OAS General Assembly on November 15, 1999 in recognition that the consolidation of democracy in the hemisphere requires an acceleration of the process of economic and social development and implementation of second generation reforms. These are more related to capacity building and skills training than to mobilizing large amounts of financial resources. Considering that significant expertise already exists in the American nations to meet these needs, the real challenge is to utilize these skills more rapidly and effectively.

In order to increase the speed at which the countries adapt to the demands of global competition and connectivity, the IACD is proposing to supplement the OAS's traditional instruments with the Sustainable Technical Cooperation Program. Under this program, a special cooperative mechanism among inter-American organizations and international financial institutions will identify "best practices" that have arisen from the development efforts of the last decade and pre-qualify the best practice suppliers. Specific products and services developed using this expertise will be provided to OAS member countries through a new system of public-private partnerships in finance. Increased use of the Internet and communication technologies will expedite the delivery of these services to low income populations and remote communities.

Our goal is to facilitate the member countries' access to the highest quality services at the most favorable cost and in the most rapid response time. The success of this program will require extensive collaboration with the private sector and international development community. It is a challenge we look forward to meeting.

L. Ronald Scheman, Director General

The Problem

Over 90% of Latin America and the Caribbean’s (LAC) public investment in new technical solutions comes from their own national budgets. Less than 10% comes from international loans and a small fraction from public and private grants. One of the development community’s major challenges is to determine how to make better use of the strong capabilities and pockets of expertise that have resulted from these investments. This capacity is often identified in the "best practices" analysis of the development agencies. In many cases, programs sought by the less developed nations of the Americas are already underway in the more developed nations of the hemisphere. These have been adapted to local conditions and could be applied to other countries with similar technical needs at considerable cost savings.

Current procedures at the international financial institutions (IFIs) and donor agencies provide little opportunity for entities implementing best practices in one developing country to bid on and provide their expertise to other countries. The result is that considerable talent that could be utilized by the less developed nations for development purposes goes unused. Greater use of best practices is also impeded by the fact that ministries in the smaller economies often lack the depth of trained staff to seek out and benefit from the best experience of others. On the other hand, many governments are using their own resources to purchase goods and services without the assurance that they are receiving the best quality for their money

The Need

There is an urgent need to improve the identification of the highest quality technical resources available in the hemisphere so as to expand their application in countries with similar problems, more rapidly and economically. The Sustainable Technical Cooperation Program will address this need by:

1. Collaborating with other international organizations in the identification and application of the best technical practices available in the hemisphere.

2. Opening new avenues for partnerships with the private sector and international financial institutions to support major technical cooperation programs.

3. Applying the latest information technologies to reach the widest possible audience in the member states.

4. Enhancing the ability of the smaller and poorer countries of the hemisphere to apply their best practices, experiences and capacities.

5. Expanding horizontal cooperation between the member states to maximize the application of the expertise installed in the various American nations.

The IACD Assets

The IACD brings several important assets to the new Sustainable Technical Cooperation Program:

• Extensive Knowledge of Latin America and the Caribbean’s development needs and of international public and private sector capabilities.

• Outreach to the entire hemisphere and to OAS observer states.

• Credibility with public and private sector institutions that rely on its services.

The program will blend these assets well with several of the OAS’s traditional instruments:

• A Special Multilateral Fund for grant assistance to technical cooperation (FEMCIDI), fellowships and training programs.

• Grant funds provided by member and observer states for specific purposes.

• An autonomous foundation that facilitates private sector participation in inter-American initiatives through its non-profit, tax-exempt status (Trust for the Americas).

• Access to private sector finance to assure favorable financial terms for participating countries.

The Sustainable Technical Cooperation Program

The IACD will supplement its traditional grant financed technical cooperation and training programs with a major private sector financed program geared toward developing and delivering high quality, fairly priced products to the countries of the Americas on a cost-recovery basis. In collaboration with the Inter-American Development Bank (IDB), the World Bank (IBRD) and the Economic Commission of Latin America and the Caribbean (ECLAC), the IACD will identify the experts and systems directly involved in the best practices of hemispheric development. A Sustainable Technical Cooperation facility will be dedicated to the transfer of these practices to other countries using private sector technical and financial mechanisms. The program has the following components:

1. Rationale

True horizontal cooperation in the hemisphere is limited by two factors. First, those American nations that have developed expertise in specific development areas have their own budgetary limitations and consequently have limited ability to provide it to other American countries free of charge. On the other hand, many countries seek to develop similar expertise in using funds from their national budget. Second, the execution of major technical cooperation and training programs often requires far greater resources than are available by traditional grant finance. Through the new sustainable technical cooperation program, LAC countries will be able to deliver and access technical solutions to and from their neighbors in the hemisphere and the rest of the word. By employing tested and qualified local solutions, the IACD will help meet countries’ demand in a shorter time and at lower cost than traditional technical cooperation facilities.

2. Identification of Best Practices

The Agency will seek to establish a tripartite mechanism (OAS, IDB, CEPAL) to identify the best practices as applied to well defined development needs that fall under the Summit priority areas. In contrast to the large, important and complex development loans of the IFIs, the goal of the IACD is to identify specific products that address issues such as: improving the quality of teaching in primary schools, upgrading capacity for municipal management and improving government procurement practices. This mechanism will be designed to ensure the credibility and professionalism of the identification process.

3. Pre-qualification of High Quality Suppliers

The Agency will develop the tripartite mechanism to pre-qualify the suppliers of technical services in order to ensure that governments receive quality services at a fair price. As a result of their extensive development experience in the hemisphere, these agencies are equipped with comprehensive knowledge of needs, installed capacity and best suppliers. The pre-qualification system will be similar to the Indefinite Quantity Contract (IQC) or Standing Order systems presently in operation in the development agencies of many countries. It will further ensure that the Sustainable Technical Cooperation facility operates with credibility, transparency, integrity and speed.

4. Accessing the Sustainable Technical Cooperation Facility

Calls on the Sustainable Technical Cooperation facility will be open to all OAS member countries on demand. For the first two years of operation, the Agency will test the system by focusing on a limited number of specific development problems and opportunities. The development issues selected will be derived from the OAS mandates and LAC country needs. A hypothetical review of the steps in the process would be:

a. A country, or several countries working in collaboration, would articulate a need to the IACD in areas in which the Agency has identified best practices and pre-qualified suppliers or consultants.

b. An assessment mission would be deployed from the supplier source to determine the scope of the program and costs.

c. To the greatest extent, the Agency will seek grants and private-public sector partnerships to address project needs. Those elements that involve horizontal cooperation or hard goods would be supplied on a cost recovery basis to facilitate the provision of services from other American nations.

5. Private Sector Financing for Technical Cooperation

The IACD will finance the cost recovery elements of the technical cooperation by applying traditional private sector finance. Based on the scope of the work agreed upon with the requesting country, the country will enter into a contract with the Agency for the provision of services. The IACD will establish lines of credit with international commercial banks to finance the government contracts on a non-recourse basis similar to the traditional sale of goods and services in the international market. To ensure the most favorable financing terms for the region’s smaller and poorer countries, the IACD will collaborate with sub-regional development banks such as CAF, CABEI and CDB, and national export-import banks to establish a system of guarantees.

6. Project Management and Oversight

The role of the IACD in the Sustainable Technical Cooperation program will be similar to that of a project manager in traditional project finance. Based on the needs articulated by a country and the results of a project assessment mission, the Agency will develop a specific project and will subcontract its components to the various pre-qualified suppliers of technical services needed to fulfill the project’s objectives. The technical aspects of project execution would be subcontracted to an executing Agency possessing the necessary technical capacity.

Trust for the Americas

To further encourage private-public sector partnerships, the IACD has established the Trust for the Americas, a tax-exempt foundation under the U.S. Internal Revenue Code, to enable private sector firms to collaborate more extensively in the Agency’s development projects on a tax-deductible basis. The Trust is especially important in obtaining the financial and technical donations from firms in the information and telecommunication technology field. This entity will:

1. Generate support from other foundations and private sector companies for projects presented by the member states under the grant programs of the Agency.

2. Reduce costs by generating partnerships and contributions to supplement the finance for major projects presented to the IACD under the Sustainable Technical Cooperation Program.

The Results

The Sustainable Technical Cooperation Program will greatly increase the utilization of the technical cooperation and training expertise installed in the Americas. OAS member governments will have access to an independent service with knowledge of the best practices, suppliers and financing available for development. This will help them obtain the highest quality products and services at the most favorable prices. By using private sector finance, the IACD will have resources for purposes that do not depend on taxpayer largesse and are limited only by the capacity of the country demanding the services. The program will ensure:

1. More rapid response than is possible under the present IFI lending procedures.

2. New sources of financing from other donor countries and the private sector financing to accelerate the delivery of technical cooperation activities to fulfill OAS member states mandates.

3. The provision of technical cooperation to municipalities, universities, civil society and other entities currently ineligible for IFI loan finance.

4. A credible resource for the member states to ensure that they get the highest possible quality, fair prices and transparent procurement services for operations currently financed from national budgets.

5. Lowest possible project costs.

