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ABBREVIATIONS AND DEFINITIONS

Small Scale Industry

A factory or undertaking having investment in fixed assets in
plant and machinery not exceeding 2.5 million taka ($156,000). This
definition has been used to accommodate most of the industries located
in the government run industrial estates.

Cottage Industry

One which is wholly or mainly carried on by family members, either
as a full-time or as a part-time occupation; it is also scmetimes
defined as any industry using family or hired labor with no motive power
and which employs fewer than 20 hired workers, or any industry which may
use power but employs fewer than 10 hired workers.

Micro Industry

All cottage industries plus the smallest of those included in the
small scale category. The cut-off point has been left subjective to
allow for flexibility in dealing with different product types and inter-
mediary agency target groups.

ADAB Agricultural Development Agencies in Bangladesh

APAC Asia (Bureau) Project Advisory Committee

BCSIR Bangladesh Council of Scientific and Industrial Research
BDG Governmént of Bangladesh

BDG FY BDG Fiscal Year from July 1 through June 30

BHB Bangladesh Handloom Board

BIDS Bangladesh Institute of Development Studies

BREAC Bangladesh Rural Advancement Committee

BSCIC Bangladesh Small and Cottage Industiies Corporation

Coss Country Development Strategy Statement

DS/UD AID Development Support/Bureau - Urban Development Division

ERD External Resources Division (of BDG Ministry of Finance)



MIDAS

PID

PP

PSC

RIDAB

RISP

SCI

TAF

Union

Gross Domestic ?roduct

less Developed Country

Micro Industries Development Assistance Society
Project Identification Document

Project Paper

Personal Services Contract

Rural Industries Development Agencies in Bangladesh
Rural Industries Study Project

Small and Cottage Industries

The Asia Foundation

Bangladash county sized administrative unit = 470 total

Township = 4,350 total



INTRODUCTION

In recognition of the critical role of small rural industries
for Bangladesh's development, USAID in its FY 83 CDSS has emphasized
rurz® industries as one of four major sectors for AID support. The
CDSS stresses that development of private sector rural industries as
a means of generating off-farm employment and supporting the agricul-
tural sector is vital for reducing widespread underemployment and
improving income distribution and overall country stability and
development.

Although increased use of HYV cultivation has contributed in
recent years to an annual growth in agricultural employment of 1.5
percent, the rural labor force has increased by 2.4 percent annually.
Thus, rural unemployment and underemployment will grow unless off-farm
job opportunities are developed rapidly. In addition, evidence to date
indicates that rural industries hold much more potential for female
employrent than agriculture. Female employment outside the home has
a strong direct correlation with lower fertility, and fertility reduction
is AID's number one priority in Bangladesh. Promotion of certain
rural industries, therefore, will have a significant impact on fertility
reduction and will contribute to a range of USAID's overall development
goals.

The BDG has onlv recently recognized the importance of this sector
and has not developed a well-defined strategy or altered its policy
structure for dealing with rural industries' needs. As evidenced in
its Draft Second Five Year Plan, the Government has set very modest
goals for small industries development, with recommendations centering
on improved coordination among BDG agencies involved in this sector.

No clear quidelines on the relative importance of small rural indus-
tries as compared with larger and/or urban industries have been
established, nor is there ar. appropriate climate for stimulating private
sector growth.

The USAID financed Rural Industries Study Project (RISP) is an
important first step in identifying the extent of rural industries in
Bangladesh and the major constraints to their growth. It provides
detailed information on industries which have potential for expansion,
and makes recommendations for future actions. The Mission now plans to
address these constraints by following some of the RISP recommendations
and other conclusions drawn from a three year involvement in the field
of rural industriegs. The progrzm, koguim In FY 1930 and to be continued
via this project, will lay the ground work for a long term, 3joint AID/
BDG involvement in sector development.



RISP Results

The RISP indicates that rural industrial activity is a far more
important source of employment than official statistics estimated. Since
most rural industries require only traditional skills, mainly lower in-
come rural people with a surprisingly high percentage of all workers
being women (34%) are employed.

The study also points out the great diversity of manufacturing and
processing industries existing in rural Bangladesh. Among them are
handloom cloth, jute products, grain processing, cane, bamboo and mat
products, carpentry, tobacco.processing, tailoring, pottery and leather
work. These industries are classified into two basic categories. The
“static" industries are traditional industries which may have great
employment potential but which have limited scope for dramatically
increasing incomee to workers. The handloom industry is an example of
such an industry. The "growth" industries are somewhat more capital and
skill-intensive than the traditional static industries, and have more
potential for increasing returns to labor and for reinvestment of profits.
However, they have proportionally less employment generation potential.
Industries in this category include metal working, agricultural imple-
ments and transportation. The RISP concluded that both static and
growth industries should be promoted in Bangladesh, the former because of
their potential for large scale employment creation, the latter because
they lead to increased income, productivity, modernization, and growth.

An equally important finding of the RISP is the wide variety of
constraints effectively preventing the expansion of the rural industries
sector:

1. Entrepreneurial Ability: Entrepreneurship is a skill normally
passed down from cne generation to another. Little of this tradition
of entrepreneurship exists in Bangladesh in the sense of established
families who value this ability to identify and grasp business opportun-
ities or possess managerial skill. Proprietors of small rural enter-
prises are often former peasants, although many artisans belong to Hindu
artisan castes.

2. Credit: Deficiencies in credit systems and limited funds have
made access to credit through formal institutions difficult for rural
small industries. In most cases, small enterprises have been established
from personal savings or high cost non-institutional loans. The demand
for credit is extensive, and is as important for working capital as for
start-up capital. Among the micro industries needing only small amounts
of capital, the problem way be as waiu itaia 0f knowledge about credit
availability and procedural difficulties as it is actual credit
unavailability.
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3. Infrastructure: Lack of an adequate system of transportation,
communications and marketing hampers the flow of goods and information.

4. Diffusion of Ideas and Technology: The RISP noted that special-
ized technologies and industricz =eam to be localized, with little
diffusion beyond the localized area even though the requisite inputs for
these industries and technologies may be much more widely scattered.

5. Raw Materials Availability: This may be the single most impor-
tant constraint to expansion of rural industries, particularly for the
modern, growth industries. Bangiadesh is almost t>tally bereft of
adeguate supplies of natural rescurces, including metals, chemicals, con-
struction materials. fuels (except gas), textiles, and even stome, while
the availability of wood is also decreasing. Consequently, most enter-
prises, particularly the growth industries, are largely dependent upon
inmports. Imported raw materials available locally are expensive; some
are unavailable at any price. Considering the BDG's severe foreicn
exchange constraints, import of raw materials for rural industries will
require eaither reduced alliocation to other high priority sectors or
increased foreign assis*ance. 1In the long term, Bangladesh desires to
become self sufficient in foreign exchange by developing export-oriented
industries. But until improvements have been made in the quality and
distribution systems of goods produced, the best Bangladesh can hope for
is to limit the overall foreign exchange drain through production of
products for import-substitution.

€. Extension: Extension services for rural industries promotion
are virtually non existent. The RISP concludes that extension is parti-
cularly important in Bangladesh because the poor communications system
and absence of entrepreneurial tradition prevent the flow of ideas and
technology necessary for rural industries expansion.

7. Quality: Most of the products produced by rural industries are
traditional goods oriented towards meeting survival needs in agricultural
areas. The quality of many of these pro iacts is so low that as cheap
imports appear or rural incomes rise, the indigenous goods are viewed as
inferior. The gquality of export-potential goods such as handloom cloth
and handicrafts is frequently too poor tc ccmpete with similar goods
produced elsewhere in Asia. Increased demand for these products can
only be ensured if quality improves.

8. Government Poclicy: The RISP noted that BDG policies towards
imports of raw materials and finished products, large industry promotion,
and investment incentivesz 211 a2ffect the zur2l Irnlustries sector.
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Promotion ¢f medium and larger scale industries is being undertaken with
financing from the World Bank and other donors (Appendix J). Current
BDG policies set no clear priorities towards development of small,
medium and large industries.

9. Research and Development: Scattered research and development
activities are underway in Bangladesh for development of new technologies,
improved inputs, or new designs for specific products by Bangladeshi
organizations. But these efforts are not coordinated, lack an institu-
tional base through which the technologies can be diffused, and leave
many needed areas for R and D neglected.

10. Institutions for Rural Industries Promotion: The probleme of
providing extension, credit, information and marketing facilities to
rural industries are ccmpound=d Ly thc lack of an institution capable of
performing these functicns for rural based industries. The Bungladesh
Small and Cottage Industries Corporation (BSCIC), the BDG agency charged
with responsibility for promotion and small industries extension services,
has concentrated mainly.on small scale industries located in 20 industrial
estates. BSCIC!'s field offices go only to the district level, and cottage
industries have remained for the most part untouched by BSCIC operations.
There are myriad other private and public organizations, serving a
specific industry, performing a limited function or workinyg only in a
small project area.

USAID Sector Strztegy Development: The above constraints can’ be
condensed into four main arsas which imust be addressed by a comprehen-
sive rural industries strategy: policy formulation; commodity imports;
service institutions (information, marketing, credit, etc.); and
technology transfer (development and diffusion of improved technologies
and products).

Over the next 12 months, USAID will prepare a sector assessment and
planning document for rural industries, to be completed prior to sub-
mission of the FY 84 ABS. This document will thoroughly -examine these
four areas and refine the Mission's sector development program. Accurate
sector analysis and planning is, however, a process that should be based
on experience, so USAID's approach will be revised periodically as more
information is gathered on project activities. The program describded in
the following sections bosides directly contributing to the attainment of
Bangladesh develcpment goals, will provide important input in developing
this long term sectoral strategy. On-the-ground approaches to rural
industries promotion will prowide the Mission with needed experienca,
stimulate thinkina, provide workable examnles. and act+ as a catalyst for
the building of the sector strategy. Two sector studies planned for the
near future will complement the activities of the Rural Industries T
Project. Overall, plans are to address the four sector needs identified
above in the following way:



1. Policy Development

a) The RISP Final R2port was cdistrikuted in the third
quarter of FY 1981. It contained a section:*@ealing
with BDG policy and its effect on rural industrial promotion.

b) The Mission, intends to undertake an initial study of BDG
industrial policy, particularly as it relates to small
industries. This study may be funded through the Technical
Resources Project (388-0027). It will examine the RISP
policy section and other data and may lead to recommenda-
tions to the Government of Bangladesh for policy changes.

2. Commodity Needs for Rural Industries Production: Because
promotion of almost any modern type rural industry (as weil as some
important traditional industries) requires additional imported raw
materials, modern sector small industry projects must strive to
generate foreign exchange by reaching export markets. As this is a
long range goal, commodity imports funded by the BDG or the donor
community will for the near term be essential in supplying needed raw
materials. AID, through its FY 1980 PL-480 cotten program, is already
playing a role in supplying these needs, and recognizes the potential
to increase assistance in this area through a possible PL-480 Program
in FY 82 and or a non-PL-480 financed Commodity Import Program in FY
83. An important first step for a full scale CIP, however, is more
experience in the rural industries sector and close examination of
Bangladesh's overall commodity needs for small industry and the con-
sequent foreign exchange burden. USAID will undertazke a macro analysis
of this question with its own_staff during the next year. The Mission
will probably regquest AID/W and perhaps outside assistance in estab-
lishing the financial and administrative mechanisms for developing a
CIP.

3. Service Institution Development and Technology Transfer: Both
through the RISP and through the project development process, USAID has
already learned a great deal about the existing institutions involved
in rural industries promotion and about products and production tech-
niques with potential for improvements and widespread diffusion. The
Rural Industries I Project emphasizes institution building and the
transfer of technology. It will provide assistance to a variety of
organizations, testing different approaches to institutional development
and technology transfer. Considerable project experienve will be avail-
able by the time the sector assessment is drafted and analyzed, making
the approaches tested in the project valuable inputs to subsequent
sector and project planning.

Project Components as they Relate to Sector Strategy Development:

Component I, MIDAS, described in Section II.A., is an innovative
approach to both institutional development and technology transfer. It
is based on the premise that in many cases private sector organizations
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can provide outreach services more effectively than governme:nt, parti-
cularly in a praduction sector where the profit motive operates. MIDAS
will assist an estimated 30 to 50 organizations which will in turn
provide services to thousands of small industrial procducers.

An issue raised in the PID review questioned the appropriateness
of concentrating on traditional or cottage industries as oppos=d to
modern industries. The Mission recognizes that much potential to increase
GDP and employment exists in promotion of modern type small to medium
scale industries. Component 2, Development Funds, Sectienm II.B, will
promote these modern industries as well as cottage industries. Priority
will go to sub-projects aimed at products or industries that are poten-
tially profitable, labor intensive and energy efficient. Sub-projects
under Component 2 may emphasize institution and product development.
The proposed venture capital activity, Section I1.B.Z2, in particular,
addresses the questions of linkages between micro and medium scale
industries and the need for modernization of small industries to increase
productivity. This activity starts from the premise that medium sized
industries, the industries most receptive to new technologies, should
produce equipment that can be used to start new types of micro-industries
or improve existing micro industry production procegses. 2s such, this
sub-project should have direct beneficial impact on both medium and
small scale industries. ' '

Links with other Sectors: The Mission's new Sector Approach is
based on "integration" of projects so that they interrelate with each
other. The Rural Industries I Project promotes this "integration®.

For example, by the time this project iz undergoing full implementation,
USAID's Rural Finance Project will be ongoing (FY 82). Under Rural
Finance, credit will be widely available. Credit under this project
could be made available for micro industries and linked up directly
with the venture capital and MIDAS programs. While independent in terms
of viability, such linkages as these are planneé and should be impertant
factors in attaining the high impact desired.




I. SUMMARY AND RECOMMENDATIONS

A. Goal

To reduce under and unemployment and increase productivity and
real incomes of the rural poor.

B. Purpose

To develop mechanisms for promoting rural industries in Bangladesh.
Two principal approaches will be undertaken:

- The establishment of an organization to facilitate and
enhance the involvement of primarily non-governmental
organizations in rural industries development and related
employment generation.

- The provision of funds for developing and undertaking
feasibility studies and pilot projects that may lead to
widely replicable follow=-on activities aimed at rural
industries sector promotion.

C. Descriptions

The two components of the project are non~overlapping approaches
to the attainment of the project goal, consistent with the Mission's
sector development strategv. Neither component will rely on the
success or failure of the other, both being an essential element in
developing the experience and laying the groundwork necessary for a
long range AID program in rural industries in Bangladesh. The
project paper analyses conclude that the components are technically,
finanecially, administratively, and socially feasible and that plan-
ning is sufficiently develcped for implementation to begin.

D. Implementation

A cooperative agreement will be signed with an intermediary, non-
governmental implementing agency (The Asia Foundation -TAF), for the
first component described below {MIDAS). & Grant Agreement with the
External Resources Division {(ERD) of the BDG Ministry of Finance will
finance the second component of the project described herein.

E. Waivers
The need for exceptions to determination PD-68 is expected for

the contracting of short term technical assistance under omne or more
project components (see Section IX).



F. Statutory Requirements

All requirements have ksen met as detailed in Appendix M.

G. 1Issues

All issues highlighted in the PID for this project or contained
in the AID/W APAC approval cable (Appendix 4) have been considered and

resolved (see particularly iIntroduction).

H. Recommendations and Fiscal Summary

It is recommended that the project paper be approved for LOP fund-
ing of $5,000,000. The basic fiscal breakdown is shown in Table 1 below.
Note that the MIDAS activity has been initiated trrough another fundirg
source.

TABLE 1
BASIC FISCAL BREAKDCWN
Non~-Countespart Cost

PVO Co-Financing Rural Industries
3388-0045-2 I Project
388-0042

Component I {MIDAS)

Maximum 12 month {FrYy 80)
start-up phase under $158,0600
TAF/AID Grant

Agreement

Year 1 operations § 455,000
under TAF/AID Cooperative
Agreement

Year 2-5 operations 3,000,000

under MIDAS/AXID Coopera-
tive Agreement

Compcnent 2 {Development Funds)

Various sub-projects 1,276,000

PSC Project Support 275,000

TOTALS $158, 000 $5,000,000



I1I. DETAILED DESCRIPTION

The Rural Industries I Project will rrovide $5,000,000 in grant
funds for two separate compconents and long term Personal Service
Contract (PSC) support as follows:

I. Micro Industries Development $3,455,000
Assistance Society (MIDAS)

II. Development Funds 1,270,000
Project Support 275,000

Inputs and expected outputs for both components are described
below. The PSC Project Support function is described in Section V.
For an overview of total project inputs and outputs, see the project
logframe (Appendix L), and Budget Tables of the Financial Analysis,
Tables 4-8.

A. Component 1 - Micro Industries Development Assistance Society
(MIDAS) (1)

1. MIDAS Background

in 1979, approximately forty non-governmental organizations involved
in micro industry development met several times in Dacca to discuss
their common interest in setting up a viable mechanism to assist them in .
their individual development efforts. 2

(1) MIDAS reflects a USAID initiative with private development agencies.
Project development, however, was provided assistance by Mr. Jason
Brown whose services were paid for under a centrally funded AID
project entitled Program for Investment in the Small Capital
Enterprise Sector (PISCES) of the Office of Urban Development,
Development Support Bureau. Part of the substance of this project
paper dealing with MIDAS, including annexes, reflects material
developed by Mr. Brown.

{2) This mechanism was originally known as Rural Industries Development
Agencies in Bangladesh (RIDAB). A detailed Giscussion of the
evolution of RIDAB/MIDAS, the needs of potential clients, and reason-
ing which has justified the creation of MIDAS in its present form
appear in Appendix C.
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A questionnaire circulated at one meeting indicated that 100 per-
cent of the respondents needed information services, 82 percent needed
technical assistance, and 64 percent needed small grants and/or loans.

A consensus among those individuals and agencies has led to creation of
MIDAS. MIDAS is a private sector initiative to assist primarily non-
governmental organizations to promote micro industries or to remove
constraints to their development. Success will be indicated by a signi-
ficant increase in-the number and productivity of micro industries and
increased incomes of the people engaged in micro industries in the areas
served by the project.

2. MIDAS Outputs(l)

To achieve the project purpose, MIDAS will provide a variety of
services to primarily non~governmental organizations involved in pro-
moting rural based, micro industries. The agencies served will include
private and voluntary organizations, cooperatives, trade groups and
arsociations, traditional cultural organizations, business groups, and
related BDG organizations. Special efforts will be made to provide
services to the various women's organizations working with micro industries.

Implementation of MIDAS will be time phased. 1Initially, a few key
industries will be identified and MIDAS will concentrate on providing
services to client agencies involved in their development. As experience
is gained and client demands and ¥ DAS staff capacities become known, the
mix will be clarified. Thus, while MIDAS is expected to be capable of
off2ring the following servies by the end of year three, client demands,
staff limitations, and project implementz:ion constraints will determine
the ~~cpe of services to be offered and the fund generating programs
undertaken. ‘

1. Technical Services to Assist Client Agencies in

- Project identification, feasibility studies and evaluation
- Overcoming raw materials and production process constraints
- Development of marketing strategies

-~ Identification of needs for technical services and the
provision of experts with the requisite technical skills

(1) 2 more detailed description of the activities below is given in
Appendiw D,
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- - Organization of seminars, short-term study tours, appren-
ticeships, and on-the-job training opportunities

2. Information Services

- Maintenance of a technical library on micro industries

- Generation of newsletters and other formate designed to
share information on such matters as raw materials and
equipment, technical processes, and marketing for parti-
cular industries.

3. Pinancial Services

- Small grants to client organizations for experimentation

- Small loans to assist meeting start-up or working capital
needs of clients' profit making ventures

- Assistance to obtain loans and grants from other sources

4. Fund Generating Enterprises

- Establishment of profit making entities, some of which may
serve the dual purpose of removing counstraints to micro
industry developrnont and generating income to support MIDAS
operations.

5. Ties with the Government and Business Sector

- Development of links between development agencies, govern-
ment agencies, and the business sector, and active involvement
of business people in MIDAS activities and clients' operations.

{a) Five Year Service Implementation Estimates

Considering MIDAS' manpower, budget, and Bangladesh project
implementation constraints, the following chart (Table 2) quantifies the
range of involvements MIDAS may attain in each service area for Years 1
through 5. As noted, the degree of involvement in each service area
will be determined by MIDAS client agency's demand for services.
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TABLE 2

PROITCTICH CEF MIDAS

STRVICT DE

LIVIDY

GROWTH AND INCOME

(Maximum/Minimum)

Services Year 1

Year 2

Yzar 3

Clients assisted in -
project feasibility

studies and evalu-

ations

10/5

Clients project re-
ceiving consultancy
assistance

10/5 30/20

Clients assisted in
marketing strategy
and procurement

10/10 10/10

Clients receiving
project proposal pre-
paration and financial/
funding referral
service

2/2 10/6

No. of projects given
small grants and/or
loans

5/3 10/5

No. of persons re- - -
ceiving on-the-job

training, attending

workshops, sent on

field trips, etc.

through client agencies

under small grants

program

Target Gistribution - -
of newsletter {(Bengali
and English versions)

30/20

100/60C

50/25

50/20

15/7

200/100

5000/1000

Year 4 Year S
70/30 100/30
200/120 300/150
100/50 200/75
70/25 100/40
20/10 20/10
500/200 1000/500

25000/10000 50000/20000



Resources

No.

of new profit - 1/1 2/1 3/2 5/3

generating ventures

Membership of MIDAS 10/8 25/20 30/20 30/20 30/20
Expert Committee

No.

of consultants l1c/5 35/20 70/40 120/40 200/80

available to MIDAS
through consultant

group
Income*($) (maximum)
(minimum)
Fees - 3,000 10,000 15,000 30,000
500 2,000 10,000 20,000
Paid consultant - 1,000 3,000 6,000 10,000
services : 500 1,000 4,000 6,000
Profit making - - - 50,000 150,000
corporations 16,0620 50,000

*

Income from services rendered to client agencies and profits generated
from MIDAS equity participation in profit making ventures will cover
about a quarter of MIDAS' client support costs by the end of year five.
This percentage should increase significantly thereafter as MIDAS
becomes better established, with its charges for services rendered
increasing in relation to demand for its services, and with the profit
making venturecs established in vears 2 throuch 5 beginning to generate
profits. Nevertheless, to ensure that MIDAS is a lean entity with
minimal staff and a focus on prioritv activities, that it is structured
and directed so as to be responsive to the needs of its clients, and
that it has a long term chbjective of funding its own operating costs to
the maximum extent possible, the MIDAS budget limits AID funding in the
fourth year to no more than 90 percent of its operating costs and 75
percent in the fifth year, applied to each operating expense category.
Appropriate disbursement mechanisms will be detailed in Project Imple-
mentation Letters.

Fees to be charged to ciileut aJcucdes ~ili L¢ DaocG on client capabili-
ties, early implementation marketing surveys, and experience. These
fees will be on a sliding scale, based on clients' yearly gross income
andéd level of MIDAS effcrt. Services may be providec free to the poorest
groups.
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(b) MIDAS/Client Agency Interaction Examples

The following examples illustrate how MIDAS will partici-
pate with client agencies:

Exgggle 1

The village Education Resource Center (VERC), an indigenous
PVO, intends to undertake a vroject aimed at rehabilitating a traditional
artisan community. The community was once a renowned center of ceramic
handicrafts and architectural beauty. Presently, because of disruptions
caused by partition, the struggle for Bangladeshi independence, and the
dislocation of a portion of the indigenous artisan population,
the area has fallen into productive and aecthetic decay. MIDAS may work
with VERC through a $30,000 grant and technical assistance program to
revitalize the artisan community. The grant funds would be utilized
to bring back skilled - artisans as trainers, set
up a VERC field office to assist cooperative formation and village
structure renovation, and equip the artisans with appropriate tools.
MIDAS will act as liaison with other MIDAS client agencies in the areas
of marketing and technology. The project is expected to help create
not only a productive and once more attractive community but also to
help realize the BDG's desire to transform the area into a center of
tourism.

Exgggle 2

The Metropolitan Chamber of Commerce and Industry, Dacca,
(CCI, D)has expresséd adesire to associate with AID in the fields of
1) managerial and technical training and, 2} rural small scale industry
(RSS1I) promotion. The MCCI, D coculd draw on the expertise of the MIDAS
Consultant Group, disseminate information concerning its "opportunities
for RSSI" awareness campaign through MIDAS client agencies and news-
letters, and arrange the minimal funding reguired through the MIDAS
small grants program. In turn MIDAS client agenc.es would obtain
access to superior training programs organized by members of the private
sector business community and establish closer ties with the Chamber and
its member organizations.

As part of its RSSI promotion program, the MCCI, D will prepare
and update profiles for high potential industries, These profiles
are expected to describe the step-by-step process of starting a new
venture. Many of the case studies and profiles presently available
through the AID funded RISP and MIDAS client agencies can be made
available for modification into hard, business oriented "how to" guides,
and agencies linked through MIDAS may profitably undertake entrepreneur
identification and implementation programs.
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Example 3

Ten client agencies have already asked assistance of MIDAS
in obtaining adequate supplies of yarn for their handloom weaving projects.
These PVO's have had difficulties as individual groups in obtaining yarn
on the open market where adequate quantities of specific count yarn at
fair prices are not always available. MIDAS has contacted the Bangladesh
Handloom Board which has implemented a system of direct allocation of
varn from the Textile Mills Corporation to these PVO's. When MIDAS
assumes the seat to which it has been nominated on the National Council
for Small and Cottage Industries (established by Presidential order and
included in the BDG Second Five Year Plan) more of this liaison service
and BDG policy modifications favorable to private sector organizations
working to promote micro industries is expected.

3. MIDAS Inputs

USAID proposes to provide $3,455,000 to finance all MIDAS operating
expenses for the first five years. During this time, fees generated
through services to clients and creation of profit making enterprises
will gradually increase so that by Year 5 th se fees should cover 25 per-
cent or more of MIDAS costs. The detailed MINDAS budget is shown in
Appendix G.

(a) Pre-Project Activities

A Grant Agreement (AID No. 388-0045-2) with the Asia Foundation
(TAF) for $158,000 was signed September 1980, under the USAID PVO Co-
Financing Project to fund the initial 12 month start-up phase of MIDAS.
The funds are being used to establish and staff the office, support
research efforts, and develop management systems for the eventual
independent operation of the MIDAS organization. TAF has principal
responsibility for fund use during this preliminary phase.

An Advisory Board consisting of representatives of private and
voluntary organizations and private sector business persons has been
formalized to assist TAF. (1) The Board is responsible for the prepa-
ration of policy and operational guidelines, and is assisting TAF in
1) the establichment of MIDAS as a private non-profit entity under the
Societies Act (2) and 2) registration and clearance with all BDG entities
as required by law.

(1) Attachment A to the TAF/AID Grant Agreement shows the origiral
composition of the Advisory Board.

(2) As of August 1, 1981, incorporation documents have been submitted
but not finalized.
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(b) Rural Industries Project - Year 1

At the beginning of Year 1, MIDAS, through TAF, will receive
$455,000 of FY 1981 Rural Industry I Project funding. TAF will continue
to provide shelter to the young organization as it begins program imple-
mentation. In preparation for direct funding without TAF as intermediary,
MIDAS should reach an acceptable level of operational competence by no
later than the end of this year.

with refinements and modifications resulting from activities to
be undertaken during the preliminary phase, the basic program of action
shown in Appendix F will be undertaken consistent with the Financial
Analysis given in Section VI below. MIDAS Year 1 costs shown in Appendix
G include TAF overhead expenses.

(c) Rural Industries I Project - Year 2

At the beginning of Year 2 M™DAS sho0:13 tecome independ nt of
TaF(l), and receive $3,000,000 to carry on its next four years of opera-
tion. An expatriate consultant will be contracted to provide guidance
to MIDAS in the development of profit making corporations in which MIDAS
will take an equity position. Besides equity or working capital, MIDAS
will provide administrative, financial and technical assistance to these
ventures, acting in a fashion similar to a small business investment
corporation (SBIC). These ventures may be spun off at a later date.
The detailed program of action provisionally planned for Year 2 (with
modifications based on start-up phase and Year 1 experiences) is shown
in Appendix F.

(d) PRural Industries I Project - Years 3-5(2)

At the beginning of Year 3, MIDAS will be in the process of
completing the hiring of its full planned complement of personnel and
the organization will be undertaking all of its designed service
delivery and profit generating functions. Details of the program to
be repeated for Years 3, 4 and 5 are also shown in Appendix F.

(1) See Appendix E for description of legal structure and bv-laws.

(2) Post year 5 AID or other donor funding has been dealt with in
Section VII.
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(e) MIDAS Organization Structure and Staffing

In order to provide the services listed above, MIDAS may be
staffed as follows. Timing of new hirings and flexibility in modify-
ing staff requirements will be necessary however, as steéffing will be
determined by MIDAS client demand for specific services and the MIDAS
Board and Administrator's perceptions of personnel requirements:

Start-up Phase:
{up to 12 months) Administrator, Office Manager and 6 support staff

Year 1 (add): Long term Expatriate Consultant (2 year term),
Chief Accounting and Finance, Information
Specialist, Coordinator of Technical Services,
Business Manager ané 1 support staff.

Year 2 {(add): Second Expatriate Consultant, Research Specialist,
Project Development Specialist, Marketing Specialist,
Grant Supervisor, Grant/loan Supervisor, Chief
Information Unit, Chief Technical Unit, Manpower
Development Specialisk, Planning Specialist, and
4 support staff.

Years 3 thru 5: Second Grant Supervisor and 2 support staff.
{No other new additions are anticipated; hwoever,
the MIDAS budget will contain sufficient flexibil-
ity to permit meeting unforeseen personnel needs
such as design specialist, specific industry type
experts, export promotion specialist, or others.)

Special recruitment efforts will be made for hiring competent
women for the above positiens In Year 3, MIDAS will have assumed
the form represented by the foliowing organization chart.
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B. Component 2 - Development Funds

This component will set aside a pool of funds for developing and
undertaking feasibility studies and pilot programs in high potential
approaches to sector development(l). These funds would be utilized in a
similar manner to those which have been made available to the BDG through
the AID Technical Resources Project (388~0027). They would not, however,
be limited to technical services, but could be utilized for all of a
pilot or experimental project's needs, such as raw materials and other
commodities. '

Each program considered would be individually examined by the BDG
and AID before the activity would be approved for funding. The Rural
Industries Grant Agreement would specify the procedure to be followed
including the issuance of Project Implementation Letters (PIL's) for
any activity selected for funding. The BDG Ministry of Industries would
be the intermediary in charge of allocation of all Component II funds.

There are five criteria by which proposed activities will be
evaluated. These will provide the basis for rejecting unsuitable
proposals and for setting priorities for funding acceptable options.
The criteria are ag follows:

1) The activity directly addresses one or more of the major
ccnstraints to rural industries development.

2) Pilot programs demonstrating new technelogies or industrial
processes must be implemented through sub-contracts to private
individuals or firms and designed for wide scale replication through
the private sector or to promote private sector growth.

3) when an activity is aimed at a product or industry type, there
should be evidence that widespread and profitable production is possible
(i.e. demand exists and marketing systems are identified; sophistication
in managerial or technical skills is not required at the level of the
SCI entrepreneur; raw material, credit and other inputs are available
and affordable to the enterprises).

4) The BDG agency responsible for services under criterion 2
above or undertaking any other activity hereunder, must demonstrate that
it can and will provide adequate technical and/or administrative support
for the activity and follow-on design and implementation.

5) Priority will be given Lo activities which employ labor inten-
sive, energy efficient modes of operation, employ women as entrepreneurs
or at other income generating levels, use indigenous natural resources,
and/or are agro-industry or export oriented.

(1) See Appendix H for official BDG/AID communications.
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The Development Funds pool will contain $1,270,000 categorized
ac follows:

1) Assistance to BSCIC to establish a wide and truly responsive
system for promotion of village industries, possibly supported by
credit, training, and women's industries and entrepreneurship develop-
ment.

2) Determination of feasibility and designing of a plan for
capitalization of small scale industries through one or more private
sector financial institutions.

3) Assistance for specific product developrment, with research
and pilct production.

4) Development of experimental approcaches to rural industries
promotion.

It is anticipated that efforts undertaken under Component 2 may
lead to one or more additional projects, for which a follow-on tc the
Rural Industries I Project may be written. However, the activities
in their own right will have a positive effect on SCI productivity
and employment in Bangladesh.

The four above mentioned categories are illustratively described
below. The examples, however, should not be taken as a final defini-
tion of funds utilization. If, for example, it is determined that- the
roofing tiles project outlined below is not feasible, funds made avail-
able through the pool would be utili:~d in another fashion agreed upon
by AID and the BDG. Funds, for example, might be reallocated to com-
pensate for underestimation of the budgetary needs of any of the below
mentinned sub-projects. They may also be utilized in unmentioned but
related activities, such as the development of a commodity import
program (CIP), sector studies, or export, joint venture and private
sector investment promotion.

1. BSCIC

a) Responsibility and Capacity

BSCIC is the premier agency appointed by the BDG for providing
extension and promotion services to most parts of the SCI sector. It
is an autonomous agency under the Ministry of Industries. It was formed
in 1957 and has undergone several stages of reorganization, but at
present it is responsible for both small scale and cottage industries.

BSCIC has a wide range of ongoing activities. It manages 20
industrial estates, the Bangladesh Handicraft Marketing Corporation, a
design center, a Rural Industries Service, and various projects to
promote specific industries (see Appendix I).
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Nevertheless, BSCIC does not have much extension capacity. and
primarily for this reason has not beer effective in promoting growth in
the SCI sector. Its effect on small scale industries has mostly been
or. those industries located in its cwn industrial estates. Its effect
on cottage industries has been only in a few geographically limited
areas and in a few specific product types in those areas.

There is 1) no micro industries credit system, 2} no general
extension network for promoting micro industries, 3) no organized
hierarchy of training, nor a central training facility, and 4} no system
within BSCIC to promote women's industries and entrepreneurship.

The aim of USAID activities with BSCIC is to promote project
de velopment and implementation in these four areas.

In September 1920, a new Chairman was appointed to BSCIC. B= has
outlined plans for decentralization, with BSCIC reaching out to the
village artisan as well as wider promotion of modern small scale
industries. As he took over leadership in BSCIC, the BDG announced that
an "Industrial Revolutiorn' would be one of four major revelutions(l) in
the country, and gave BSCIC a major role in planning and implementing
this.

b) USAID Relations with BSCIC

The Rural Industries Study Project (RISP} funded by USAID was
conducted by the Bangladesh Institute of Development Studies under
contract with BSCIC.

Subsequently, BSCIC informally asked USAID for assistance in
project development in three areas: 1) cottage industries credit and
extension, 2) comsolidation of BSCIC training, and 3) women's industries.
In response, three committees of local experts were established to
develop data and plans to go into BSCIC project pro formas for thesa
three areas. The work of the cradit and women's entreprenzurship com-
mittees was completed in July 1981, and yielded plans for BSCIC to
phase in an integrated micrec industries extension system supported by
credit and including women's industrial activities, beginning in the
ten RISP thanas.

¢} USAID/BSCIC Proposed Compoment 2 Activities

BSCIC has submitted a request which asks for long term assistance
from AID over ths nev: five vaars for ar "Integrated Prograz for Credit
Supply to Rural Industries” and for a "Women's Entrepreneurship
Development Prograrm'. Both programes have been designed with phased
implementation plans and propose that PL-480 Title III counterpart funds
be emplcyed to cover the majority of program costs.

(1) The other three are population contrcl; mass literacy and
agricultural developmant {canzl digging).
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Before considering assisting BSCIC on full implcmentation, AID has
proposed a pilot phas2. The BSCIC proposal on cradit is well worked out
as rcgards mechanisms £or credit delivery and rzcovery, but success will
depend on BSCIC development of an effective extension czpacity tc go with
it. The women's entrepreneurship program likewise addresses a difficult
area in which experimentation ané slow beginnings are necessary to refinme
the operational systen to be emploved.

The pilot phase would be funded by $670,000 from Component 2. For
cradit delivery, system testing would tzke place in four thanas of fcur
scparate districts and experimentally operate from two bank branches in
each of the thanas for one year. BSCIC will provide thes administrative
structure through its headquarters and the proposed District Industries
Centars and mzintain links with the proposed 4 thamas. It will also
place extension officers inm each of thz & tharas. Thesz officers will pro-
vide technical and managerial advice to the proprietors, and jointly
evaluate credit requaests with bank agents. The concerned banks will
provide the administrative str “ure and training for this new program.
Design documents show that ope: ‘ons should be marginally profitable for
the banks. The average loan siz. will be 6000 taka (less than $400)
with a maximum of 25,000 taka (less than 3160%). The proposed fund
provided by USAID for this pilot phase will include the loan amount and
a guarantec of 90 percent of defaults (with an estimated default rate of
30 percent). There will also be some funds for training bank agents
and incentives to bank agents and BSCIC extension workers for recommend-
ing clients who rTepay their loams on time. Mechanisms for credit delivery
have been adequately werked out and provisions for evaluation included
in the design.

The pilot project on women's antraprencurship and employment
should begin in tne szme 4 thanas so that the same credit mechanisnm may
be used and BSCIC overhead may be minimized. It is proposad to reserve
30 parcent of the credit for women's industries. The experimental project
on women's entrcprensurship will alsc have some modest funds for sead
money for women's new industries, special tra ning and persomnz=l costs,
and project operation costs. The BSCIC design document mentions various
mechanisms by which women may be encouraged tc go into entreprenaurship
for industries suitable for them in the culture of Bangladesh; anc alsc
to assis:i poor women in gaining omployment in village or cottage indus-
tries. RBSCIC is to assist women already trainad by other public and
private organizations to develop production of commercially viable
products and market them locally in bazars and threough a specizl agency
tc be szt up for the purpose.
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The proposed budget for these pilot efforts in the 4 thanas is
as follows:

- loan fund, through commercial banks $450,000
(30 percent reserved for Women's
Entrepreneurship Program credit)

- Guarantee fund for credit 128,000

- Incentives, training, and consultancy 20,000
for micro-industry credit project

- Women's industries seed money 30,000

- Incentives, training, and consultancy 20,000
for women's industries project

- Transportation, miscellaneous project 22,000
expenses
Total for AID: $670,000

- BDG contribution to the two projects:
BSCIC headquarters and overhead, divi-
sional offices District Industries
Centers to be set up, placing and
supporting extension officers in the
thanas for assistance, loan applica-
tion appraisal, aid in collection,

setting up a new administrative unit (taka

for women's industries, travel, per equivalent)

diem, publicity, etc. $230,000
$900,000

If this pilot phase is successful for either or both of these
projects, consideration will be given to large scale implementation
as outlined in BSCIC's design documents through Title III counterpart
funds and a Rural Industries I Project follow-on program.

2. Venture Capital

Funds from this sub-project may be used to design a machamism
which would stimulate growth in the micro industry level through a
strateqgy ¢f providing equity to medium scale and larger small indus-
tries. The equity would not be directed at small businesses them-~
selves. Equity participation would provide additional capitalization
for those businesses where new technology "“turnkey" packages produced
for use by SCI's would provide the SCI's the means of production to



-24-

increase "value added" of rural raw materials and supperting mechanisms
to ensure SCI success. By applying these products to the SCI secter on
a technology transfer, turnkey basis, an increase in SCI activity and
associated rural employment would be expected. An example of how this
mechanism might work follows:

The venture capital company would identify a process suitable for
SCI's such as small scale soap manufacture, making cement from rice
husk ash, or production of handloom spare parts. It would design a turn-
key package for the process. The venture capital company would parti-
cipate with a medium or larger small scale industry in the manufacturing
of a number of machinery units for the process. Perhaps 50, 500 or 5000
of these turnkey packages would be produced and marketed to SCI entre-
preneurs who would intiate new small scale manufacturing entities.
Marketing research, quality control and other support mechamisms would
be included in the package. Financing of the SCI entrepreneurs would
be through a commercial bank associated with the venture capital company.

a) Supply and Demand Factors

Rural industries are typically labor interszive and deal almost
exclusively with raw materials available locally. To generate their
income (cash flow), they must somehow add value to the "inputs”. Once
the product(s) is produced, they must be sold for at least the amount
needed to meet expenses and pay the owner some income. One problem,
however, is that many similar small and cottage industries deal with
the same raw materials and there are more products produced than can
be absorbed with present marketing and distribution systems. This
condition (over competition in local areas) is further aggravated by
attempts to engage more entrepreneurs in similar enterprises. In short,
production increases without corresponding increase in product types
and/or the market size can hurt the micro industry sector. Not only do
small businesses fail, but efforts to generate additional employment
also fail and development resources are wasgted.

On the supply side, the level of marketing of products available
is rudimentary. Artisans and small industry people generally sell their
wares in a limited area or they sell to itinerant wholesalers who then
resell. As a result, selling areas are restricted or the producer
loses the bulk of the profit to the wholesaler. The SCI producers
involved do not know how to extend their reach into other areas. 2as a
result, market share is low and employment suffers.

On the demand side, products availavie are aimea at subsistence
needs. The shcps and bazaars contain cloth, shoes, food, nails, pails,
furnitae, medicines, building materials and other items dealing with
survival needs. However, those products evolved have to deal in new
ways with existing raw materials or deal in some way with raw materials
that are discarided; through the introduction of new operating methods
into the area. These changes can only come about through the transfer
of technology and means of production tc the rural sector.
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b) An Organization Proposal

The venture capital organization might have government partici-
pation in both capitalization and on its Board of Directors, but would
be contzrolled by private sector interests. It would have to serve
several functions including marketing sales promo:tion, field support and
new venture development. The organization would create and fund the
above described private sector technology linkages to SCI. Such organ-
izations in Bangladesh which might participate in the equity mechanism
include the Investment Corporation of Bangladesh (ICB) and the Inter-
national Finance and Investment Corperation (IFIC), to name but two.
Also, implementing organizations exist to carry out the mandate of
affecting change through support in implementation at the small and
cot*-<a levels. MIDAS could participate in this field support through
its client agencies, since it will operate in the private sector and
would be motivated to implement a program at that level.

Various components are already in place to effect such a mechanism
for Bangladesh. The Division of Science and Technology cof the BDG has
already identified over 180 technologies, some of which might be devel-
oped into turnkey packages. In additicn, the National Small Industries
Corporation of India has developed an: markets approximately 75 small
industries, new technology turnkey packages. The equity program could
be the vehicle to establish those which are appropriate in the small and
and cott-ze industry sector.

The Mission, 7C3, IFIC, MIDAS, Ministry of Finance, the central
and commercial banks, and others have developed the r<oad outlines of
such an eguity mechanism as described above, with consultancy assis-
t~nce from Practical Concepts, Inc., working under an AID funded IQC.

A second stage design study is planned before a pilot or full implemen-
tation effort will be undertaken . Current thinking places the cost
for this design study at about $100,000.

The Mission has also been in contact with 2 Philippine small
business investment corporation (SBIC) and is examining other equity
capital/small business investment mechanisms.

3. Product Development

As pr~oosed in the Rural Industries PID, USAID may fund one or
more efforts for specific product development, through government
agencies. These may involve preducts proposed for attention in the
RISP, or proposed by imglementing agencies. In regard to the first
case, the RISP is producing case studies on pottery, coir, roofing
tiles, agar {(a scont ), and silk.

The following examples are illustrative:
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a) Roofing Tiles

A RISP study on roofing tiles showed considerable scope for
promotion because the present industry is located in only part of the
country but could be diffused to the whole country. It was also
identified as an industry that can use exclusively local raw materials,
and can at the same time cause improvement in the quality of people's
housing and environment.

The Building and Housing Research Institute was appointed to
develop and popularize improved low-cost rural housing, It is under
the Ministry of Science and Technology. BRased on the recommendations
in the RISP study, this Institute would be assisted to design an exper-
imental small scale gas-fired production unit. After publication of the
details of the venture, an entrepreneur or private sector firm will be
assisted to gain financing through a commercial bank and provided with
managerial assistance so that he may set up and begin operation of the
first roofing tile enterprise. Popularization of use of tiles in
eastern Bangladesh and collaboration with entrepreneurs and MIDAS client
agencies after the pilot plant has been bedugged, will be part of the
pilot project design aimed at rapid diffusion through the private sector.

b) Essential 0Oils

Interest in this product area was generated by the Banglad sh
Council of Scientific and Industrial Research (BCSIR), which has
already begun work on extraction of several types of oils (lemon grass
oil, eucalyptus oil). BCBIER can do the technical research, but needs
funds for collaboration with private sector entrepreneurs for turning
the laboratory extraction process into commercially productive enter-
priges. BCESIP and USAID have had discuscsions on 2 potential project
in is area.

RISP collected considerable information on the lac industry,
while at the same time BCSIR has been conducting technical research.
BCSIR has shown interest in a project to upgrade the lac produced in
Bangladesh and save the industry from extinction by promoting new
uses for lac in industry and handicrafts.

Funds needed for rural industries project definition and pilot
development for this area of specific product development are based
on a potential roofing tiles sub-project and initial exploratcry work
for a second product type. The sum of $300,000 has been estimated
to be sufficient to undertake these activities.

(1) Lac is the base for lacquer. It is secreted by insects feeding
off specific varieties of trees.
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4. Experimental Pilot Programs

Because the Mission's rural industries procram is aimed at promoting
all potentially viable approaches to sector development which staff time
and funding will allow, it is desirable to have funds available for
possible project development and experimentation with other government
agencies. There are many BDG agencies or departments working in one way
or another with rural industries. For example: Integrated Rural Develop-
ment Program (IRDP), Ministry of Women's Affairs, Ministry of Youth
Affairs, Sericulture Board, Chittagong Hill Tracts Development Board,
Offshore Islands Development Board, Forest Department, Agricultural
University of Mymensingh, Bangladesh Agricultural Research Council,
National Foundation for Research on Human Resources, some universities,
and others. Some of these agencies might pursue ideas arising from the
RISP data or the case studies. 2All of them are being urged by the BDG
to develop industries as part of the naticnal "industrial revoclution" and
for income generation of needy people.

These sub-projects would be considered unsuitable for MIDAS if their
costs are higher than allowed for in the MIDAS budget and if initial
project design.and pilot support efforts are to be carried out through
governmental agencies. all designs, however, will be aimed at subsequent
MIDAS or other private sector full sazle implementation.

Illustrative Budget Surmary

The following budget has not been incorporated into the financial
analysis section of the PP as it is only illustrative in nature. Until
final decisions are made as to which, and to what extent, the above
sub-projects of Component 2 are to be undertaken, it is felt that the
following, as only a "most likely” situation, should not, by being
repeated and analyzed in other sections of this paper, be interpreted
as a definitive plan of action.

TABLE 3
COMPONENT 2 - POTENTIAL USES OF FUNDS

1. Assistance to BSCIC $ 670,000
2. Venture Capital 100,000
3. Special Product Development ' 300,000
4. Experimental Pilot Programs 200,000

Total 1,270,000
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III. ECONCI IC ANALYSIS

A. Role of SCI in Economic Development

Growth of small scale and cottage industry (SCI) in Bangladesh
can play an important role in promoting fuller utilization of available
private sector capital and the country's abundant human resources.
Besides the contribution to growth and employment, SCI can develop entre-
preneurial skills, a prerequisite for future expansion of private sector
economic activity. Also, growth of cottage and small scale industry may
promote rural and regional development objectives.

The Rural Industries Study Project (RISP) shows SCI is a much more
important source of rural employment than previously thought. In some
areas surveyed, employment in this sector was as high as 25 percent of
total employment(l), while a conservative estimate nationwide is about
14 percent(2),

Official statistics on the industrial sector show that over 80 per-
cent of full and part time industrial jobs come from sScI(3). sStatisties
from the RISP suggest the percentage is probably even higher because
official figures seriously undercount cottage industries.

Available evidence from Bangladesh's Census of Manufacturing
Industries (1975-76) and Sample Survey of Unregistered Industries (1976-
77) indicates that any expansion of SCI will be more labor intensive and
have a higher rate of return on capital than medium and large scale
industry. Average fixed assets per job, which provides an indication of
direct employment to be expected from expenditure on plant and equipment
was $160 for cottage level informal industries, $570 for registered
small scale firms, and $1,200 for larger firms. Excluding interest,
profits per fixed assets for large, registered small, and cottage
industry were 39 percent, 62 percent and 156 percent respectively:
profits per sales were 17 percent, 20 percent and 29 percent. This
data may be misleading for several reasons, e.g. a higher mortality rate
for 5CI, different accounting practices, etc. and, of course, variations
by product line(4). Nevertheless, when one considers the conventional

(1) Bangladesh Institute of Development Studies, Rural Industry Project,
Phase I Report, May 1979.

(2} R. Allen, Rural Irndustries Employment Findings of the RISP, Phase I
Report, Memo, USAID/Dacca P.2 (undated 1980)

(3) wWorld Bank, Issues and rrospects for Industrial Development, Vol 1,
The Main Report, R port No. 1291-BD(Dec. 1978), P.7

{4) world Bank Staff Appraisal Report on the Second Small Scale
Industry Project, Bangladesh Report No. 1802-BD (May 1978}, P.3



-29-

view in Bangladesh about the efficiency of medium and large scale enter-
prises, which are largely in the public sector, and further considers
subsidies received by larger firms, a conclusion that investments in SCI
are financially and economically at least as profitable as those in larger
firms appears reasonable(l),

SCI's are an important source of entrepreneurial skills. The RISP
found 28 parcent of the workers in rural industry were proprietors and
for 65 percent of them, rural industry was a full-time occupation.

While the industries are not evenly dispersed, they are widespread in
rural areas and can be a key comporn-nt of arn employment oriented develop-
ment strategy .

B. Project Components

The Rural Industries I Project is essentially an institution
building proiect. The majority of activities do not lend themselves to
quantification of employment generation benefits or economic analysis.
Various project activities are undertaken to improve project institu-
tions, without which there will be no hope for successfully implementing
more direct job creation and economically measurable approaches.

Various specific constraints to SCI growth are addressed besides
limited capacity of development institutions. Some of these are insuf-
ficient market information, product design, and production techniques,
lack of access to credit and raw materials, weaknesses in managerial and
technical skills, aad lack of access to rodern technology.

Analysis of economic soundness of the MIDAS component of the
project must rest primarily on qualitative information. In this case,
an experimental project is proposed that by definition will entail 2
high level of uncertainty with respect to timing and degree of impact.

1. MIDAS Component

The purpose of the MIDAS component of the project is to strengthen
the capacity of private sector organizations to assist new and existing
SCI. The main activity of this experimental project will be institu-
tion building - both of MIDAS and other local or expatriate private
sector organizations that MIDAS will be servicing. Major assistance
will be in information, technical assistance, and finance. The project's
reach should be extensive. The order of magnitude will depend on the
number ard kind of organizations using MIDAS' services. Impact on
employment and incuwe$ wiii uepena On tne intermediaries‘ ability to
translate MIDAS' services into direct assistance to SCI's.

{1} wWorld Bank, Staff Appraisal Report on the Second Small Scale
Industry Project.
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For MIDAS, direct grants and lcans to client agencies may directly
affect employment and Incomes of from 35,000 to 70,000 persons owver
five years(l). 2zn additional 800 to 1700 persons should receive train-
ing. Between 700 and 1450 other separately identifiable assistance
activities in feasibility, evaluation, marketing, procurement and
other consultancy areas shc:1ld also result in significant numbers of
new and improved income genesrating activities. The employment genera-
tion, productivity and p-ofitability benefits of a widely circulated
newsletter and other informztior dissemirzation activities should aiso
impact significantly on the vroject goals.

The challenge this project component faces is finding more effec~-
tive ways to rexach [ _ zrietors of cottage znd small scale industries.
Incorporated into the MIDAS —roject will be an evaluation system to
determine direct incom:z 2:.< erployment efrects of MIDAS activity and
thus provide Informaticn needed t2 evaluzte economic soundness of the
MIDAS compentat.

2. Development Funds Component

If z pilot project on credit such a2s that ovtlined in Section II.B
is undertaken, approximately 9000 workers in 2400 industries should
benefit bv their enterprises increased working capital. This assumes
an average loan size of $310, the target of draft sub-project pro
formas. This benefit w>uld be in a2ddition to improvement in job
quality and earnings resulting from complementary extension services
accompanying the loans.

If a pilot activity follows the feasibility/design activity and
$500,000 is invested through the venture capital program in two turnkey
pilot activities such as micro industry semi-mechanized socap manufac-
ture, about 400 jobs in one or two medium scale enterprises (see above
Economic Analysis Capitalization Estimates) and approximately 6000 new
jobs in 1000 new micre incdustries which have procured the packages,
would be created. Jobs created per dollar invested would increase
with progrem experience zn@ spread of fixed overhead.

Insufficient definit‘on exists in other potential Component 2
activities to estimate employment, productivity or profitability bene-
fits. Bowever, each zctivitv undertaken will be judged on potential
to provide these returns and its cost effectiveness before being
funded {quantified, if epplicarle} and will include an evaluation
component that will determine follow-on economic wviability.

{1) See Table 2, Section II.A - Each grant/loan is expected to
create or improve returns to at least 300 small industries
which will employ an average of slichtly over three workers
per enterprise.
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IV SOCIAL SOUNDNESS

A. troduction

The social soundness assessment of the Rural Industries I Project
is based on examination of existing literature on employment and its
sociocultural context, RISP data, and an understanding of changes
occurring in rural Bangladesh because of demographic pressures, economic
forces, and inequities between social classes.

Bangladesh is the eighth most populous country in the world. 1Its
90 miilion people are dependent upon an inefficient rice-grewing agrarian
system aifected by a climate subject to extremes of weather. In an area
approximately the size of the state of Iowa, nine out of ten Bengalis
live in villages. Overall rural population density is the highest in the
world - 1600 per square mile. Nearly half the population is under 15;
only one in five is literate. Transport and communication, in the riverine
celtz of the Ganges-Brahmaputra rivers which compose the country, is
extremely slow and difficult for most of the year. Rural infrastructure-
roads, communication, electrification, etc. - is minimal.

With the exception of tribal minorities, the country is ethnically
homogenous, 98 percent have Bangla as their mother tongque. Social
organization ciffers onl: slightly from region to region. Eighty five
percent of the population is Muslim, with the majority of the rest Hindu.

B. Social Organization

Bangladesh is founded on a rurazl, agrarian peasant social base.
The primary social and cultural units are family and household based
upon a man and his married sons, or upon a grord of brothers with their
wives and unmarried children. The division of labor in the household
follows sex lines in both agricultural and non-agriculiural families.
Men do heavy work, especially outside the homestead. Women and children
play important roles in the processing and storage of foods, tending
livestock, and maintaining the operation of the homestead.

Homesteads cluster into hamlets (para), which may include some
kinsmen. Artisan families tend to occupy individually named para within
the wider village comzranity.

Villages are, in most parts of the country, scattered hamlet
clusters rather than cohesive agglomerations of dwellings. They are
functionally amorphous as well, ith relatively little community level
activity.

Within communities, there are clearly marked social class divisions
coinciding with economic and political power. Control of land and
wealth provide a basis for authority; large landlords either manage farm-
ing through hired labor or put out land on shares to smaller farmers.
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In the RISP study, rural artisans came almost entirely from the land-
less or from persons with uneconomically small holdings. Such pers~ns
are dependent economically and politically upon the goodwill of the
wealthy and powerful.

Artisan households often engage in a wide variety of activities
in order to assure income. In one study, (BRAC n.d.) three families
of Muslims combined weaving with farming. In the same community,
several landless persons combined casual agricultural labor with prepa-
ration and sale ¢f snack foods, and four blacksmiths subsisted entirely
by their traditional craft. As the products of traditional crafts are
displaced by cheaper goods from the market, more artisans are forced
to abandon their traditional work and find themselves involved in ar-
increasingly crowded agricultural labor market.

The RISP examined a total of 2247 households in 18 communities
selected to represent various regions of Bangladesh. The study found
that nearly one gquarter of the working population of these villages is
engaged primarily in industries and a much smaller proportion than pre-
viously imagined was solely concerned with agriculture. The study also
verified the extreme inequity of land control in Bangladesh villages
found by the AID-sponsored Land Occupancy Surveys of 1977 and 1978; in
the RISP study wvillages, 75 percent of the households owned one acre or
less, a total of 13 percent of the total land. Those households with
half an acre of cultivateé land or less were farming as a subsidiary
occupation. Their main sources of income were wage labor, trade or -
for 23 percent - rural industries.

Sufficient evidence is in hand that the activities of this target
group, which is for the most part composed of low income landless or
marginal farming households, is an appropriate focus for USAID
intervention.

C. Entrepreneurship in Bangladesh

The RISP study examined aspects of entrepreneurial recruitment
and operation in small rural industries in Bangladesh. Entrepreneurs,
it was found, seem increasingly to come from non-traditional back-~
grounds. Nearly half those identified as entrepreneurs were engaged
in enterprises which were different from their family traditions.
However, thev still tend to remain in their local areas rather than
shift to new places, taking advantage of local knowledge and contacts
in the operation of their enterprises.

Most enterprises are small and operated by the owner and his
family. As other investivators have noted, the family centered -sature
of most enterprises constrains growth. The idea and tradition of
entrepreneurial activity is not well established in Bangladesh as
compared with other regions of South Asia, and the level of technical
innovatiocn - as measured in the RISP study by use of an innovativeness
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index - is low. However, according to the same study, the level of
initiative shown by the entrepreneurs in establishing activities is
seen to ke relatively high.

The study notes that increased pressure on the land, and limited
opportunity for farm employment, is driving many people to look for
alternatives. Although entrepreneurs tend to come from trading and
other non-farming backgrounds rather than from agriculture, an increasing
number of persons from lower levels of landholding, and from the land-
less may be expected to take up various non-agricultural enterprises
in the future.

D. Sociocultural Compatibility

The Rural Industries Project is intended to reach a number of
target beneficiary grcvns through institutionalized assistance.
Immediate beneficiaries will be government agencies (BSCIC and perhaps
others), individuals and private sector firms, and private voluntary
ortanizations. Through their operations, however, large numbers of
clients, including women and those from low income rural groups affil-
iated with these organizations, will receive assistance in the form of
information, technical advice, marketing help, credit, commodities and
other services.

The project is designed to use intermediary organizations, in both
the private and r-hlic sectors, to reach widely dispersed, and diverse
target groups in the country. By making use of established linkages
between these intermediaries and their clients, difficulties of identi-
fying and locating potential beneficiaries, particularly women, will be
lessened. As several development specialists have argued, a major
issue in effective implementation of rural projects is the establish-
ment of "intermediate institutions" between the disaggregated and often
socially subserviant "end user"”, and large, centrally located donor or
government agencies which control funds and policy. MIDAS and its
affiliates, as well as any less innovative but well-established
governmental organizations which will participate in the project are
examples of the kinds of institutions which can develop this inter-
mediary role on behalf of low income rural entervrises and their
operators.

Most of the private agencies with which MIDAS will be associated
initially began operations in Bangladesh as relief agencies. They
found, however, that helping impoverished people generate income was
more productive thau pioviaaug relier. These ageniies had little
experience in such economic activities, and did not have enough business
experience to shift operational gears to the criterion of profitability.
Especially in the case of poor rural women most of these agencies con-
tinued encouraging very marginal industries, (in terms of income
potential) such as making jute hangings, reed mats or fish nets, or
raising silkworms. These projects reach a number of really impoverished
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people but do little to raise them above poverty or t conrribute to
GDP. One of the functions of MIDAS, therefore, will be to assist these
agencies to develop business acumen and to work toward profitability as
a goal, thus hopefully enabling more of the target population to gener-
ate income to rise above poverty.

E. Spread Effects: Diffusion of Innovations

The prediction of indirect "spread" effects for a project of this
type is difficult. The initial thrust of the MIDAS component of the
project is to provide information, technical and marketing advise to
small scale enterprises in a diversity of product fields. 1In expanding
the number of small industries, and in improving the economic position
of low income groups, it is to be expected that beneficiaries will
extend their activities into the wider society in a number of ways.
Increased technical knowledge and increasingly frequent participation
in broader scale institutions will inevitably change the perspective of
low income, economically marginal or dependent people and allow them to
become aware of alternative strategies for social and economic advance-
ment.

The establishment of a service agency, MIDAS, which is intended
to convey information about new techniques and materials should have
an important diffusion effect over time, as it facilitates information
flow among a diverse set of organizations at a time when they have
expressed a strong need for such information. Targeting women and women's
groups as beneficiaries is necessary to ensure that these innovations are
spread equitably.

F. Equity Issues

Egquity questions center on access to the services and informa-
ticn to be provided through project components and on the degree to
which more vulnerable groups, such as households headed by women, will
be able to benefit directly given social and cultural constraints to
their participation; It must be recognized that the potential exists
for increased exploitation of unpaid female laborers as a result of
any industrial sector project. Therefore, to the extent possible,
properly designed project activities will be aimed specifically at
women in order to better their economic position and increase their
earning potential.

The project proposes to reach its ultimatz Leneficiaries through
intermediary organizations, both public and private. In the case of
the latter, many of the PVO's planning to partlcipate through MIDAS in
this project are already engaged actively in assisting low income
rural people to obtain access to services, and to markets, as well as
to information. This project component will simply enable them to
expand and improve their performance in this regard.
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The public sector organizations, such as ICB and BSCIC are at
present less capable of adapting their operations to deal directly with
the impoverished. This project, through a variety of assistance com-
ponents, willi seek to improve their degree of contact and involvement
with those individuals and groups most in need of assistance.



V. FINANCIAL ANALYSIS

A. Introduction

The financial plan is an aggregation of the financial require-
ments for MIDAS plus estimated funds for Component 2 activities and
USAID .ong term Personal Services Contract (PSC) support costs.

Tables 4 to 7 which follow provide the information required for the
project financial analysis. All local currency costs have been
converted at Tk. 16 = USSl.

The detailed financial plan for MIDAS, broken down by category
of assistance and year is provided in Appendix G.

B. Basis for Cost Estimates

MIDAS has a well defined plan for activities to be undertaken,
so costing is relatively straight forward. The budgeted estimates,
derived from recommendations of MIDAS Board members, are on the con-
servative side. In addition some items costed into the MIDAS budget
may be made available without cost from AID surplus supplies and
equipment funded by the Project Development Grant (388-0031).

C. Cost Components

long term consultants are based on 3/81 costs of slightly under
$9,000 per month adjusted for inflation. This is based on assumed
salaries of approximately $4,000 per month and adjusted by the addi-
tion of 100 percent overhead rates. Local and regional short term
consultants are costed at $7G0-$1,800 per month. Air fares bhave been
included at $2,600 per round trip (U.S./Bangladesh) with aliowance
made from contingencies for travel of dependents and househocld effects
for each long term consultant. Dacca per diem has been included where
called for at $60 per day.

In the case of MIDAS salaries of both professional and support
staff have been set at current competitive levels. Adequate estimates,
which have taken inflation into consideration, have been made for
equipment items. ’

D. Cecatingency = Inflation

Allowances for inflationn have heen Wil+ intn 311 Year 2 and
onward cost components at the rate of 10 percent on dollar costs and
20 percent on Taka costs per year over known base year costs. In
addition, a 10 percent contingency factor has been included as a
separate line item in Comporent 1 to reflect the lack of certainty
inherent in portions of the estimated budget. This uncertainty factor
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is primarily becausc of the projcct design's allowance for staffing plan
modifications and adiustments in the mix of services MIDAS will offer

its client agencies.

E. Counterpart Costs and Commitment

Component 1 (MIDAS)

This compcnent is entirely an initiative of USAID. As a pro-
gram to support the private sector and dealing primarily with non-
governmental development agencies, the BDG has not bezan requested to
contribute any of i¢s financial or organizational rescurces tc the project.

Overall

Including anticipated Component 2 counterpart participation,
total counterpart contribution is $4656,000 or about £ percent of total
project cost. But during the next five years,the BDG will contribute
25 percent of the amount of TSassistance tc the rural industries sector.
That contribution will include taka generated from PL-480 Title I con-
cessional sale of cotton when such taka is used to support the rural
industries sector.

F. Reasonablenass and Firmmess of Costs

On the basis of tha above analysis and discussions, USAID concludes
that the anticipated costs of undertaking the project are reasonably
firm and that the financial planning for the project is adequate.

G. Periodic Examinations

Kotwithstandinz the above conclusion, the experimental nature and
implementation flexibility allowed for in ths MIDAS desigr will require
that periodic rcviews be undertaken to update MIDAS impicomentation and
financial plans. These reviews, as already required in the pra-Rural
Industries I Project start-up phase, will identify preojected activities
and cash flow over the next years for which the MIDAS work plan is to be
approved by AID, and determine the necessity for arranging AID cr other
donor funding for post year 5 operatioms.

The procedures to be followed for each activity undertaken under
Component II will be outlined in separate PILs for each activity.

HE. Disbursement Procedures

Disbursemeants by USAID for local currency will be on an actual cost
reimbursement basis to the implementing agency. Disbursement of foreign
exchange for equipment and consultancy services outlined in Table 6 below
will be by direct AID Letters of Commitment with all contracting to be
undertaken by thc host country on a competitive basis. Detailed instruc-
ticns for disbursement will be coverad in implementation letters.
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I. Project support

As noted earlier, provision is made in the overall Rural
Industries I Project budget for a three year PSC Rural Industries
consuitant. The consultant will work with AID on all phases of
project implementation and follow-on project development. The cost
noted in the following tables is consistent with the USAID Controller
Office guidelines. The Mission PSC funding ceiling, or mode ceiling
in the case of a PASA appointment, may need toc be adjusted to allow
for contracting for this assistance.

Limitations in the PSC funding and mode ceilings may preclude
the contracting of this needed Mission assistance via direct PSC or
PASA. In this case, funds which have bemn set aside for this purpose
may be included in either the MIDAS or Development Funds Project
Agreements. Contracting for project support technical assistance
would then proceed using either MIDAS or the BDG as intermediary.

J. Obligation Schedule

Ideally, in the first project year, the project would be fully
funded. Table 8, however, lowers first yvear Rural Industries I
Project funding tc $2.0 million in recognition of limitations in the
Miseion Operating Year Budget (OYB). )



TABLE 4
FINANCIAL PLAN ($1,000's OR EQUIVALENT)

BY PROJECT COMPONENT AND CATEGORY
Land Component 3 Total Total
Buildings & MIDAS Rural Counter-
Technical & Sub-~Grant Other Contin-~ Industries part
_ Assistance Training Equipment & Loaus (1)  pency Project (3) _Total
Component 1
MIDAS 690 110 71 1,400 886 298 3,455 151 3,606
Component 2
Development Fundn 2) (2) (2) 1,270 ) (2) 1,270 318 1,588
Project Supporu 275 - - - - - 275 - 275 8,
. — ¥
Total 965 110 71 2,670 | 886 298 5,000 469 5,469
! (92%) _(8%) (1002)’

MIDAS perconael, support staff, office operations, evaluation, and overhead costs

1.
Breakdown unspecified~ options as given in PP Component 2 description

2,
bevelopment funde - average cquuterpart contribution of 20 percent

3,



TABLE 5
FINANCIAL PLAN ($1,000's OR EQUIVALENT)
BY CATEGORY OF ASSISTANCE AND YEAR

PROJECT YEAR

-0

1 2 k] 4 5 Total
AID -
Technical Assietance
Long Tarm (onsultants 137 189 105 - - 631
Shorct Term Consultants 25 50 75 90 94 334
Training - 10 20 36 44 110
Land, Bulldinge & Equipment 14 34 7 8 8 71
Personnex/Staff Support 43 109 144 163 168 629
Component 2 & MIDAS Sub-grants and lLoans 1,370 175 375 450 300 2,670
Other 184 - Kk] - 40 2517
Contingencles 25 57 76 75 65 298
Sub-Total (AID) . 2,000 624 8135 822 719 5,000
Non-AID -
Miscellaneous | - - - 33 104 137
Contingencias ‘ - - - 3 11 14
Component 2 counterpart_contribution ‘318 - - - - 318
Sub-Total (Non-AID){ 318 - - 36 115 469
TOTAL 2,318 624 835 858 834 5,469




BY SOURCE/USE AND FOREIGN EXCHANGE/LOCAL CURRENCY

TABLE 6

FINANCIAL PLAN ($1,000's OR EQUIVALENT)

USE: AlD NON-AID
FX LC FX LC TOTAL
Technical Assistance
Long Term Censultints 631 - - - 611
Short Term (nnsultants 184 150 - 41 375
Training 75 35 - 19 129
Equipment 60 11 - 3 74
Personnel/Staff Support 29 600 - 74 703
Component 2 & MIMAS Sub-grants and Loans 1,662 1,068 - - 2,670
Component 2 Cous terpart Contributions - - - 318 318
Other (Evaluations & Overhead) 257 - - - 2517
Contingencles 162 136 - 14 312
Total 3,000 2,000 - 469 5,469

~To-



FINANCIAL PLAN ($1,000's OR EQUIVALENT)
RURAL INDUSTRIES PROJECT FUNDING BY COMPONENT AND YEAR

TABLE 7

YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 TOTAL

I. MIDAS 455 624 835 822 119 3,455
II. Developmenrt Funde 1,270 - - - - 1,270
II1. Project Suprort 100 15 100 - - 275
Totals 1,825 699 935 822 719 5,000

-zo-



TABLE. B

FINANCIAL PLAN (§1,000's OR EQUIVALENT)
RURAL INDUSTRIES FROJECT FUNDING
OBLIGATION SCHEDULE

YEAR 1 YEAR 2 __YEAR 3 YEAR 4 YPAR 5 TOTAL
1. HIDAS . 455 | 3,000 - - - 3,455
!
11. Development Funds } 1,270 g - - - - 1,270
‘ e B 0 s 5. e s e e
111. Project Funport Q 275 ‘ - - - - 275
- } e e s e e B S
IV. Totals 2,000 ‘ 3,000 - - - 5,000

~gr-
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VI. EKVIRONMENTAL STATEMENT

The approved PID for this project contains an Initial Environmental
Examination negative determination of environmental impact, signed by
the Mission Director (13 August 1979), and the Assistant Administrator
(29 October 1979). That statement remains current. The activities
described are to promote employemnt and generate procductivity appropriate
to a peasant economy. The PP deals with support for institution build-
ing activities. As with BSCIC, MIDAS will also deal with SCI's appro-
priate to the economy and resources of Bangladesh. There are no plans
for removing sicniticant amounts of land or other resocurces from current
usage for the pur~nose of construction of new facilities.

An industry that might receive assistance is the roofing tile
imdustry. It presently depends on firewood, and a shortage of firewood
is the biggest constraint to possible realization of widespread use of
roofing tiles. The intention expressed is to promote development of
small kilns using gas in those parts of the country having gas supply.
Gas fired tiles can be transported by boat and ultimately should displace
the poorer quality wood fired tiles. Alternatively, initial information
currently under analysis indicates that solar fired kilns may hold
potential. The renewable energy source option will be analyzed as an
alternative should detailed project design be undertaken.

Among other possible industries is lac, which v*11 depend largely
on utilization of existing trees or will encourage t! nlanting of addi-
tional trees on unutilized lands. If the silk indust:iy is promoted, it
will require the planting of mulberry trees. If the coir industry is
promoted, it will use the products of existing trees and may stimulate
breeding of coconut trees. Such expansion will be concentratad in the
southern regions of the country. Being so, the planting of these
coconut t -2es should contribute positively to the ccastal environment
ané erosion/coastal management concerns.

It is, therefore, not anticipated that any of the activities
described in this PP will have any significant effect on the environ-
ment. There are no extractiwe industries producing wastes, nor plans
to significantly alter the land, vegetation, or water resources.
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VII. IMPLEMENTATION ARRANGEMENTS

A. Introduction

A schedule for implementation of the MIDAS component is
contained in Appendix K.

Responsibility for managing the first component and each sub-
project under Component 2 will be different. The primary implementa-
tion organizations to be involved in the project are the Asia Foundation
{TAF) for Component 1 and the Ministry of Industries (MOI) for Component
2. For Component 2, one or more of the following may be delegated
project responsibilities: The Bangladesh Small and Cottage Industries
Corporation (BSCIC), the Investment Corporation of Bangladesh (ICB), and
other line ministries or para-statal agencies. The BDG Ministry of
Industries will, however, be the overall coordinating and approval
authority for all Component II funding.

B. Component 1 (MIDAS)

Reference is first made to Appendices D, E, F and G. The basic
implementation plan is well documented ir these sections. TAF, as they
state, has begun to implement the MIDAS design through a grant made
under the Mission's FVO-Cofinancing Project (388-0045-2). Aas such, it is
the approva. point for changes in MIDAS priorities or overall plans and
for resolving issues. Within TAF itself, the Country Representative is
the project manager and has the responsibility of coordinating the work
of early MIDAS implementation as described in the Grant Agreement.
Included in his activities is the responsibility to monitor and follow-
up work within the scope of approved plans.

The TAF responsibility to corrdinate, monitor and follow up on
the array of activities undertaken by MIDAS is obviously significant.
TAF, however, is being assisted by the MIDAS Board cf Directors
(initially, the Advisory Board) and Expert Committee. In addition,
TAF and various Board members have been active in the design and
development of the MIDAS concept since its inception approximately two
year ago. The implementating agency and these Board merbers are
familiar with potential client agency needs and desires for :zersices to
be rendered and can facilitate the use of appropriate implementing
approaches amcng the new MIDAS staff. In particular, through its
direct participation in project design, TAF has developed an appre-
ciation for the total project concept and for each of the activities.
It also has good relationships with potential client agencies.

On general implementing capability, the TAF Country Representative
has, as stated, undertaken the responsibility of being the MIDAS
Project Manager. BAdequate support staff has been supplied to him in
the person of a new Assistant Representative, to free him from other



-46-

time consuming bureaucratic responsibilities. In addition, TAF/Bangla-
desh is experienced with working with USAID as it has assisted USAID

as intermediary previously in a number of other projects through
similar grant arrangements. Also as stated, provision has been made

in the MIDAS budget for all of TAF's MIDAS implementation costs (line
item X Appendix G).

For both adegquate TAF budget and staff therefore, there are no
issues. Assurance on the first is contained in the project budget and
on the second, will be reflected in the Rural Industries I Project TAF/
AID Cooperative Agreement ccvenants as shown in Section VIII which
follows.

Post TAF Years 2 through 5 MIDAS implementation will be undertaken
without an intermediary funding and administrative conduit. Ewvaluation
of MIDAS capability to directly receive AID funds is covered in Section
IX. TAF, as indicated in Section II.A, Appendix F, and Section IX,
will have set up and tested the MIDAS systems necessary to ensure
succes sful post-TAF implemeration.

C. Component 2 (Develcpment Funds)

Each sub-project under Component 2 will be undertaken only if
sufficient USAID staff time is available for project management and the
implementation arrangements are determined to be satisfactory. Assur-
ances on all critical points will be reflected in the implementing
document's conditions precedent if necessary. In any case, where
direct AID contracts are desirable{l) for shorter term technical
assistance under Component 2, the Mission will give full priority
attention to counterpart support and capability to fully utilize the
contracted services.

D. USAID and AID/W )

USAID will provide necessary AID approvals, participate in eval-
uations and perform all the functions normally associated with an AID
monitoring role. No new positions within USAID will be established.
Both support and monitoring requirements will be able to be met by
existing USAID direct hire and one person PSC consultant staff as out-
lined below.

% of Avail-

Pergonnel Activity able Time Total
Project Officer MIDAS 20
All activities of Component 2 50 70

{1) See comments on exception to AID PD-68 given in Section VIII.D.
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PSC Consultant MIDAS 10

All activities of Component 2 60-70 70-80
Foreign Service Field monitoring of Component 25 25
National or U.S. 2 and MIDAS client construc-
Engineer tion and implementation and

asgistance in follow-on
project design

The last of these items, i.e. field moritoring and assistance in project
design, should not include formal implementaticin certification procedures
or significant involvement for any one indiwidual but will be required
at various times on a workload or special technical input needs basis.

In AID/W principal backstopping of the project will be required
of ASIA/PD and ASIA/TR, possibly assisted by DS/UD and DS/AGR. The
first two of these will he the source of short term TDY assistance of a
general rural industries sector nature if necessary, and will also pro-
vide assistance in direct aid technical assistance contracting. ASIA/PD
with USAID will arrange assistance in monitoring and evaluating MIDAS
implementation as may be requested from non-Bureau sources such as DS/UD.

F. Procurement

Offshore procurement by TAF/MIDAS will be in accordance with AID
Handbook 11l. Vehicle procurement by MIDAS will be according to current
AID guidelines.

TAF is familiay with AID procedures and has successfully procured
services under other AID financed projects. Similarly, contracting for
the few long and short term consultants contemplated will not present a
problem.

TAF/MIDAS will handle its own procurement for Bangladeshi source
commodities and services. Pricr USAID expericnce has been that TAF
standard procedures can be made to conform satisfactorily to AID Hand-
book 1l requirements.

In all procurement under the Rural Industries I Project, minorities
and women will be specifically encouraged to participate through firms
or organizations or as individuals. 1In all cases, the implementing
agency will select or approve the firms or individual consultants for
the various assignments, subject to ALL approvai.

G. Schedules
As noted in the beginning of this section, a schedule for the

first project component is presented in Appendix K based on initial
stepg as follows:
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Project approval (delegated to Mission but
undertaken by AID/W because of draft PP
variations from PID design.)

Authorization by Mission

Project Agreements signed

Initial conditions met

August 1981

August 1981
September 1981

September 1981

Actual project implementation will begin in September 1981 as
indicated in the individual schedules. The first major evaluation of

MIDAS is budgeted and planned for 1983.
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VIII. CONDITIONS PRECEDENT, COVENANTS, NEGOTIATING STATUS AND WAIVERS

A. Conditions Precedent

To initial disbursement:
- Designation of authorized representatives
B. Covenants
In the case of Component 1 (MIDAS):

- Assurance, while AID cooperative agreement funds are admin-
istered by TAF as intermediary to MIDAS implementation, of
continuing adequate TAF staff support.

- Agreement to jointly develop and approve key staffing
decisions, selection and phasing of key industry and
product type activities, yearly work plans, MIDAS
incorporation and registration documents, remedial
actions or MIDAS design and function changes as
presented in the cooperative agreement, and to jointly
develop and undertake periodic evaluations of MIDAS
performance. In the case of all sub-projects undertaken:

- Agreement to emphasize the recuuitment and retention of
women staff for work on project activities.

- Agreement to facilitate the dissemination of all rural
industrial development expariences gained through sub-
project implementation.

C. Xecotiating Status

1. Cormponent 1 {2;IDAS)

A preliminary phase to the activities described under the
MIDAS Component of this project is currently undergoing implementation.
This set-up phase of maximum twelve months duration has been undertaken
via an AID grant agreement with TAF. The grant agreement describes the
intention of both AID and TAF to continue in the initial implementaion
arrangement described in the agreement through the period when MIDAS
will be dependent on an intermediary institution for receiving donor
{(AID) funds and assistance in developing its indepen 3ent management
and operational capacities. The benefits to further implemen:ation of
MIDAS through the medium of a cooperative agreement rather than a
gra: . have been discussed with TAF/Bangladesh, which agrees with the
basis and efficacy of using such an implementing document and has
obtained TAF/San Francisco approval for using this form of project
agreement.
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2. Component 2 (Development Funds)

The status of negotiatisn and degree of proximity to imple~-
mentation of each of the items under Component 2 differs. In the case
of BSCIC, assistance options have been under intensive review and
evaluation since 1978. 1In February, 1681, BSCIC formally requested AID
assistance for the program described under Component 2. B2As described
earlier in this PP, both AIlM and BSCIC have the intention of pursuing
the final definition of one or more of the AID/BSCIC jcint project
efforts currently being developed on an informal basis (see Section
II.B.1). This directly reflects the above cited high BDG priority on
rural emplcyment generation promotion and the BDG's perception of BSCIC
as a suitable promotion agency needful of donor community assistance.

The Mission ard Investment Corporation of Bangladesh have agreed
on the desirability and discussed the design of a gmall business invest-
ment equity capital program with the Bangladesh Bank, Ministries of
Finance and Industries, all commercial banks, BSCIC, various chambers
of commerce, development research institutions and university affiliated
business bureaus an’ the BDG Planning Commission. All have informally
approved the joint ICB/AID initiative.

In February, 1931, the first phase of a two stage consultancy
was undertaken by the U.S. firm, Practical Concepts, Inc. under an AID
IOC work order. Both ICB and the Banking and Investment Division cf
the Ministry of Finance, "C-'s line ministry supervisor ia the BDG,
participated in the consultancy design and contractor selection process.
The above listed BDC agencies involved in the assistance request and
approval process have reviewed the first phase design document and
agreed to proceed through this +. =al design stage to implementayion,
should plans developed be acceptable to all parties concerned. They
have been encouraged and are satisfied with the project development
process based on AID's assurance that funds for such implementation
will be made available by AID given their availability and the genera-
tion of a feasible plan of action.

The Housing and Building Institute (HBI) has been eager to under-
take a joint effort with AID in the area of small roofing tile producing
industries. The lack of complete project design and formal BDG request
for assistance is due to the lateness in publication of the RISP case
study report on roofing tiles, which was published in its final form in
March 1981. The HBI currently has a team of four engineers backstopped
by its Deputy Director developing details of its project design. The
HBI is believed to have the technical expertise to undertake initial
project definition and will submit it to the appropriate BDG authorities
for processing a formal request for assistance upon its completion.

Other Component 2 activities are in varying stages of development
and negotiation. The receptiveness the BDG has shown for all the
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Mission's initiatives in rural industries development leaves little doubt,
however, that conce designs have been accepted by AID and its sub-project
BDG counterparts, government planning and external resource coordination
agencies will facilitate project implementation to the maximum extent
possible. The development of substantial rapport with these BDG agencies
through information exchange and early concept development coordination,
has led to what the Mission intends to be a2 long term cooperative effort,
with a commonality of purpose and strategy, in the rural industries sector.

3. AID/ERD Grantor/Grantee Relationship

In similar projects in the past, the External Resources Division
(ERD) of the Ministry of Finance has been designated as the Grantee. The
implementing agency for Component 2 activities will be the BDG Ministry
of Industries, which will coordinate and sub-allot funds to appropriate
implementation counterparts. These will be designated in Project Imple-
mentation Letters issued under the Grant. As experience has shown with
other AID projects of a similar nature, no problems or objections to such
an arrangement are anticipated.

D. Waivers(l)

One type of waiver will be required for implementation of the project
as designed. It-will grant an exception to AID Policy Determination PD-68.
Through PD-68, a preference is stated for host country contracting for all
assistance procured under bilateral precject agreements. Such will be the
case in all aspects of this Rural Industries I Project with the possible
exception of short term technical assistance to be procured under one or
more sub-projects of Component 2. In all cases, the determination for
granting an exception will lie with the Mission Director as only contracts
of under $100,000 (threshold limit for Mission Director's authority) will
be entered into directly by the Mission. (2) By approving the PP, the
Mission Director will, in principle, have approved the exception request.
Individual "exceptions to PD-68" will be processed at the time of con-
tracting, however; in order to allow judgment of each exception request
on an individuzal basis.

(1) A waiver must be grantad concerning the MIDAS component of the
Project. Agency guidelines for Operational Program Grants (OPG's)
with Private and Voluntary Organizations as given in AIDTO-Circ-A-
530 of 9/26/76 and AIDTO-Circ-A-134 of 3/18/78 require that at least
25 percent of the estimated expenditures must be met from non-AID
sources. .This requirement was not met in the case of the MIDAS start-
up phase grant, and as such, a retroactive waiver will be requested
from the AID Deputy Administrator. Since a Cooperative Agreement and
not a Grant Agreement will be signed ror runding under the present
project, 25 percent non-AID participation will no longer be necessary
and no further waivers therefore, will be required.

(2) Contracting of long term Mission support technical assistance may
alsc require an exception te PD-68 if limitations in PSC funding or
PASA/mode ceilings require the Mission to fullow the course of action
described on PP page 38, paragraph I.
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IX. EVALUATION

A. Ccmponent 1 (MIDAS)

1. Impact on Beneficiaries

The Project is designed to test and implement ways of
helping organizations deliver services to micro industries. 1In view of

this, monitcring is a key component of the project design and a continual
process throughout the project.

A monitoring and evaluation system for similar projects is being
developed by the Urban Development Office, Development Support Bureau,
and will be available for use in this project. That office will also
provide consultants to monitor the project and uncertake evaluations at
the end of the first and second project years, should MIDAS and the
Mission so desire. These evaluations will be based on simple indica-
tors developed to measure the impact of specific services. These
indicators will be such as can be measured on a quarterly basis by the
project staff through an on-going simple reporting system.

The Years 1 and 2 evaluations will be jointly conducted by TAF/
MIDAS and AID, possibly, as stated, by DS Bureau assistance. They will
determine the level of service activities with their correspondir cost/
benefits. The evaluation findings will be employed in directing e
allocation of MIDAS resources to its highest impact programs and most
effective income generating activities.

The MIDAS budget provides for thorough and independent evalua-
tions during the third and fifth project years. The Year 3 study will
include an analysis of possible post year 5 funding needs and progress
against gosls. The Year 5 evaluation will be an end of project summary of
performance.

Each sub-project MIDAS takes up with a client agency will include
an evaluation component to be conducted jointly by MIDAS and the client
agency.

While the Economic Analysis section above attempts to quantify
some expected benefits, it is not realistic to judge project performance
solely on "number of jobs created" because most people in Bangladesh
work. The concept of unemployment is more appropriate to urban and
educated people than to villagers. Rural people who have no land or
salaried income usually provide some service or labor to others for
payment. Therefore, even if the number of jobs "created" in a
project is counted, it is not possible to accurately count the number
of additional people getting employment. It is more a matter of
quality of jobs and increased production of goods than number of jobs
created.
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It will be possible, however, to cite number of women employed
in jobs which women formerly did not take up, or new products and indus-
tries in a given area, or increased use or availability of credit. Of
equal importance to employment, is increase of the total production of
goods and services, as employment is closely interrelated with that.
Measurement of these can be feasibly done either in a very small local
area or in a particular limited industry type.

The RISP data can provide a general baseline for some kinds of
industries within the countrv but this can be used in only a general way
for specific sub-project evaluation since sub-projects with field agencies
are not particularly likely to be located in the 11 thanas in which the
RISP was conducted. However, MIDAS will give emphasis to a selected
few product types or industry tyges. Zune ISP data in these cases may
function as a baseline, serving for comparison of income, employment
characteristics, and social characteristics of industries in general,
versus industries assisted through MIDAS,

2. Direct AID to MTTIS Funding

During the next year, the Mission will be concerned with
accurately determining when MIDAS will be ready to receive funding
directly, rather than through TAF as intermediary.

This is a short term ic e relz+~=d to intermal organizational
viability rather than the longer term issue described abowve which
usually relates to the external impact on beneficiaries. Becasse 1t
is short term, the evaluaticn should be as simple as possible. The
approach which will be taken is the use of a simple check list.

Much of the analysis rela=zd to this check list will be sub-
jective. The check list itself should simply be a reminder of
important issues rather than a set of hard and fast guidelines since
MIDAS is highly experimental. The elements presented are listed in
approximate order of priority.

{1} Legal Structure

a) MIDAS is a legally orxc-r -2 structure.
b) Proper registrations have been obtained.

(2) Leadership

a) Competent, broadly based and widely respected
Board of Directors is in place, which is giving
significant time to MIDAS.

b) Competent and widely respected Administrator has
been hired who has demonstrated his capacity to
successfully operationalize MIDAS services.

c} Competent financial management staff is in place,
who have developed and tested an acceptable financial
system for MIDAS.
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(4)

(5)

{6)
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d) Other competent senior staff are in place so that
leadership has some depth in at least one technical
area.

e) The Expert Committee is operational and devoting
significant time to MIDAS activities.

f) MIDAS leadership has demonstrated the capacity to
build and maintain a high level of staff morale and
confidence of clientele in the MIDAS program.

Policy Development and Implementation

a) The Board has developed and approved policies governing
MIDAS activities with reference to:

- clientele to be served

- services to be provided

- internal management

- relation to other organizations and individuals
- long term financing

b} Policies have heen tested by the staff and found to be
generally practical.

Establish Physical Operation

a) The Central Office has been set up and staffed.

b) Hiring procedures/personnel policies have been
established and critical staff hired and working with
at least minimal efficiency.

c) Other operating policies (e.g. hiring of consultants,
grant/loan procedures, etc.) are in place.

Program Operations

a) Positive relationships have been successfully developed
with key government agencies, PVO's and business groups,
and these groups have helped MIDAS define program
operation.

b) First area of program operations has been selected,
staff have been hired to operate it, procedures for
staff functioning have been developed and field tested,
and staff seem to be working effectively.

c) A practical plan for expansion into other program
areas has been developea.

Program Monitoring and Evaluaticn

a) An internal system of monitoring and evaluating
program operations has been developed and is being
tested.
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b) AID has a system established (possibly with the ASla
Foundation) for periodic financial audits.

B. Component 2 (Development Funds)

This component is for studies, pilot projects, and initial
follow-on project development. Determination of the form and
frequency of evaluations of each sub-project must await complete
sub-project definition. If a significant product type or industry
type pilot project is taken up, however, it will certainly be subject
to evaluation before embarking on an enlargement of it.

Whereas some assistance in evaluation of MIDAS might come from
AID/W as stated above, there is no specific provision in the budget
of Component 2 for evaluations, because those will be contingent on
final sub-project definition. If necessary, funds from Component 2
could be allocated for evaluations to analyze the effectiveness of
the initiatives undertaken and to enable competent decisions to be
made on extension of funding.
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APPENDIX A

UNCLAS STATE 2386527
SUBJECT: AFAC REVIEW - RURAL INDUSTRIES PID - 388-0042
REFS: (A) STATE 26#154, (B) DACCA 6973

SUBJECT PID WAS REVIEWED AND APPROVED BY APAC ON OCTOBER 24.
THE COMMITTEE NOTED THE MISSION'S INITIATIVE IN FORMULATING
A PROJECT IN A NEW AREA THAT IS IMPORTANT TO THE COUNTRY
DEVELOPMENT STRATEGY, BUT THAT HAS POTENTIAL DIFFICULTIES

IN EVALUATION. THE FOLLOWING GUIDAKCE IS PROVIDED FOR PP
DESIGN, IN ADDITIOW TO DESIGN ISSUES RAISED IN REFTEL (A).

1. SUPPORT FOR POLICY RESEARCH AND POLICY DEVELOPMENT: IT
IS IMPORTANT TC CONSIDER RURAL INDUSTRIAL POLICY AS INCLUD-
ING MEDIUM AND LARGE INDUSTRY LABOR POTENTIAL. WE RECOGNIZE
WORK DONE TO DATE MAY INDICATE LIMITED POTENTIAL FOR AID
ASSISTANCE TO MEDIUM/LARGE FIRMS, BUT IT IS UNDERSTOOD THAT
POLICY RESEARCH SUPPORTED UNDER THIS PROJECT WILL ANALYZE
QUESTICONS OF SCALE AND CHOICE OF TECHNOLOGY AS WELL AS HELP
TO RELATE RURAL INDUSTRY DEVELOPMENT TO OVERALL INDUSTRIALI-
ZATION STRATEGIES AND TRADE PCLICIES AND TEE IMPLICATION
FOR JOB CREATION. AS ONE MEANS OF ANALYSIS, MISCION MIGHT
CONTINUE TG TAKE ADVANTAGE OF OTHER STUDIES OKN RESOURCES
THAT ARE AVAILABLE, SUCE AS THE 1979 IBRD REPORT ON
INDUSTRIAL POLICY.

2. APAC RECOGKIZED LABOR-INTENSIVE NATURE OF PROJECT: THIS
PROJECT WILL PROBABLY REQUIRE A MAJOR COMMITMENT OF STAFF
TIME, GIVEN ITS EXPERIMENTAL NATURE, THE CCMPLEXITIES OF
WORKING WITH MANY GROUPS AND THAT THE PROJECT MAY REQUIRE
MORE THAN ONE GRANT AGREEMENT. 1IN PF AND IN PLANNING

FUTURE PERSONNEL NEEDS, MISSICN SHOULD ADDRESS THIS QUESTION
WITH SPECIFICS FOR IMPLEMENTATION AND MOMNITORING. PP PRE-
PARATION MAY ALSO REQUIRE ADDITIONAL STAFF, AND MISSION IS
ENCOURAGED TO USE AVAILABLE AID RESOURCES.

3. EVALUATION: PROJECT ALSO POSES THE PROBLEM OF OBTAINING
HARD DATA THAT REFLECT MEASURABLE IMPACT ON INCOME AND
WELFARE CHANGE, JOB INCREASE IX SUB-SECTORS AND IN TARGET
GROUPS. PP SHOULD SPELL OUT SOUND EVALUATION PLAN. THIS IS
REALLY THE CORE OF THE PROJECT AND THE ISSUE--JOBS CREATION
AND INCOME INCREASE. USING MSU BASELINE DATA IN THE TEN
THANAS WOULD SEEM TO PRCVIDE A SOUND DATA BASE, ASSUMING
PROJECT AREA INCLUDES THESE SAME THANAS TO PROVIDE SUBSE-
QUENT COMPARISONS.
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4. MISSION MIGHT ALSO LOOK TO MSU AND/OR OTHERS FOR IDEAS
ON EVALUATION TO INCLUDE SUCH FACTORS AS JOBS CREATED,
CHANGES IN UKEMPLOYMENT, INCOME, WOMEN'S ACTIVITIES, AND
FAMILY WELFARE AS WELL AS MORE EASILY OBTAINABLE DATA ON
CREDIT, NEW PRCDUCTS, INDUSTRIES, SKILLS, OR OTHERS. FYI,
DS/UD HAS CONTRACT WITH DAI DIRECTLY CONCERNED WITH
EVALUATION OF SMALL ENTERPRISE PROJECTS. IF MISSION
NTERESTED, COULD EXPLORE USE DAI TO ASSIST THIS PROJECT.
END FYI.

S. MISSION PROJECTS: OTHER AID BANGLADESH PROJECTS ARE
COMPLEMENTARY, SUCH AS RURAL ELECTRIFICATION, RURAL CREDIT,
PVO CO-FINANCING, AS WELL AS OTHER THEMES WHICH MIGHT IN
FUTURE BECOME ACTIVE, SUCH AS MARKET TOWNS AND ROADS. PP
SHOULD DETAIL LINKAGES WITH THESE AID PROJECTS.

6. REFTEL (A) PARA 4, AND REFTEL (B) PARA 4, WE DO NOT
REALLY HAVE A FIGURE ON DOLLAR AMOUNT PER JOB CREATED, AND
ANALYSIS SHOULD BE INCLUDED AS TO WHAT WOULD BE A SUITABLE
RANGE IN THE CONTEXT OF BANGLADESH DURING THE LIFE OF THE
PROJECT. FYI, AS IT DEFPENDS HEAVILY ON THE TYPE OF INDUSTRY
AND THE ECONOMIC STATUS OF THE COUNTRY INVOLVED, ESTIMATES
IN PROJECTS IN OTHER COUNTRIES RANGED FROM 1,g8f DOLLARS
(IBRD-ASIA) TO 25f¢-456p DOLLARS (AID/LAC). END FYI.

7. TEXTILES DEVELOPMENT: THERE IS NO REPEAT NO PROBLEM
WITH DEVELOPMENT OF COTTAGE HANDLOCMS INDUSTRY BUT US
DOMFESTIC CONSTRAINTS LIMIT AID'S ABILITY TO SUPPORT ANY NEW
MASS PRODUCTION TEXTILE INDUSTRY.

8. RIDAB: PP SHOULD HIGHLIGHT THE ROLE OF RIDAB OR GROUP
WORKING WITHIN ADAB AS AN INTERMEDIARY TO RE USED IN OTHER
PROJECTS.

S. COMMENT ON CIP IN PID: APAC NOTED THE DISCUSSION OF
CIP IN PID. THIS WILL BE TAKEN UP BY DESK OFFICER ON
CURRENT TDY.

10. AUTHORITY: MISSION HAS AUTHORITY TO APPROVE PP AT
CURRENT FUNDING LEVEL WITH BASIC CONCEPT CONTAINED IN PID
AT CURRENT FUNDING LEVEL. IN EVENT OF MAJOR PROJECT
CONCEPT CHANGE, AID/W SHOULD BE ADVISED. CHRISTOPHER.
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e

RURAL INDUSTRY STUDY PROJECT (KISP)

A Background

The RISP has been conducted by the Bangladesh Institute
of Development Studies (BIDS) under contract with BSCIC, and
funded by USAID. The work began in June 1978 and is virtual-
ly completed.

For this study, an "industry" is defined as any esta-
blishment prcducing some manufactured goods for sale on a
commercial basis. The definition is broad enough to include
even the case of only one artisan in a household. All modern
industries in the study areas having under 50 employees were
also included.

About 100 field investigators and ten sSupervisors were
trained and placed in the study areas. The project was
managed from a central office having about 50 persons working
as research associatec, coders, administrators, and office
staff, who have been processing the data and issuing the
TEPOTtS.

B. Study Procedure

Phase I of RISP was a house-to-house survey to locate
all industries in ten scattered thanas and Mymensingh town.
In this survey information on product type, employment size,
qualities of entrepreneurship, machine type, land ownership,
seasonality., and other characteristics were enumerated fcr
the 57, 281 industries in the study azrea. These data were
published in the Phase I Report.

Phase II is a detailed study of 1300 of these establi-
shments, of which 1000 were sclected mostly on a random
sample basis cnd an additional 300 on zn industry type
basis. Field work for the main body cf Phase II continued
for one year and ended February 29, 1980.

The main body of quantitative data in Phase II is
derived from four sets of qucstlon raires designed to gather
a wide range c¢f data on history of the enterprise, personal
characteristics of the proprietor, capital, loans, equip-
ment, raw matcrials, marketing, product ccmpetition, assis-
tance desired and availed of, kinds of employees, and fuels.
Input-output data were gsthered from each establishment

twice a week. These data have been coded and computerized.
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The random sample allows generation of gcnerzl data on
the rural industries sector. The additional szmple based on
industry types zllows for dzta base of 20 establishments
each for some 50 important industry types.

A household budget study was conducted under Phase II,
based on 2247 households in 18 selected viliages. This study
seeks tc show lebor characteristics of rural industries in
the context of the household 2s well as demand for industries
products in the context of househcld budgets.

C. Case Studies

0f the following case studies, undertaken in Phase II,
six are on particular products and three are cn general
aspects of rural industries deveclopment. They are either
published or virtually read; for publication.

1. Coir This industry is based on coccnut fibre,
used largely in ropes and mats, ard zs cushion filler
material. The industry *has been neglected in Bangladesh
compared tc scme cther parts of South Asia.

2. Jute Bealing Jute 1s the mecst important cash crop
in the country, and baling is an important part of the
processing chain which, until now, has not been studied.

3. Pottery Villiage pottery is 2 widespread industry,
but it has nct recesivel much attention. Introduction of
new clay prcducts anéd potting methods may help potters
retzin their share of the market.

4. hoofing Tiles This industry is fcund in omnly a2
quarter ot the country and coulc be diffused tc the tvest,
with the idez of reducing use of imported corrugated iron
sheets. This 1is & potentially impertant industry.

s
o
€
1

5. Agar This is an industry in which scents are
made from a particular type of wood, fcund in onlysmall
area of Bangladesh. The product has z good export market.

6. Silk This industry is prcmoted by the Bangladesh
Sericulture bBoard. There is scope for wider promotion than
is presently taking place.

7. Finance This study surveys past and existing
means of advancing credit to SCI's andé explores the
problems artisans and entrepreneurs have in cbtaining
financing.



8. Policies and Institutions This study surveys
Government of Langladesh policics ané institutions regard-
ing SCI's with the view cf making recommendaticns based on
the responses of artisans and entrepreneurs tc the Fhase II
questionnaires.

9. Subcontracting This study secks tc identify the
large industries that car subcontract out production of
parts and components tc small industries, and suggests
means of encouraging development ¢f such subcontracting in
the _-untry.

D. Phase II Contents

The follcwing are the chapter headings of the Phase Il
Report, now entering the publishing phase:-

1. Basic Issues

2. Survey of Methcédclogy

3. FKRural Cccupaticnal Structure
4. Profile of Rural Industries
5. Entrepreneurship

6. Finance

7. Merketing

8. Demand

9. Linkages
10. Organization of Productivity
11. Profitzbility of Production
12 Potential Industries

13. Pclicies and Ianstitutions

E. Socme Sample Findings

.. The follcwing are sample findings, some of which arec
described in the Phase I and Phase Il Interim Reports:-

1. In the 11 thanas surveyed there are 57,281
industries employing an average of 3.8 persons each. In the
thanas ccncerned;, agriculture is the primary occupation of
only 50% of the employed work force, rural industries of 22%,
petty trade of 11%, salaried jobs and self-employment of 6%,
and constructicn and transportation cf 3%. The percentage
engaged in rural industries is probably higher in the study
thanas than in the whole of Zangiadesh, but, nevertheless,
the number of SCI's and the proportion of persons employed
in them are several times greater than those shown in any
previous studies.
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2. Emplioyment in rural industries generates an
averagze inceme of 11.20 tazka (75¢) a da2y, whereas agricul-
tural labor gencrates only 9.33 take 2 day. Increase in
rural industries, therefore, will cause relative increase
cf GDP.

3. The propertion of persons in agriculture is
declining relative to that in industries. Amcng small
proprietories, 26% have agriculture as their main occupaticen,
but 45% of their fathers had, and 66% of their grandfathers
had.

4. About 27% of workers in SCI's are employed part-
time. This percentage is higher among family members than
hired workers, and also higher azmong females than males.
Part-time labor is especially prevalent in melasses making,
fruit drying, fish net making, jute baling and industries
procducing jute products, bedding materials, lac, and reed
and bamboo mats and covers.

5. Entrepreneurship in starting small industries is
increasing in the sense that SCI's seem to be growing at a
long-term rate of about 4.7% a year. The proportion of
Musliims entering SCI's is growing, though Hindus are still
over-represented. While it is not very hard to start a
small incdustry, ncurishing its growth is more difficult. As
many as S2% of proprietors are operating in the villapge of
their btirth and their mobility is less than for the popula-
tion as a whole. Only 26% of enterprises expanded since
cperations began. The mcest disappeinting finding is that
§8.3% of proprietors stated that they ¢éid not intrcduce any
new prcduct or prccess in their establishment.

6. Shortare cf raw materials, or their kigh cost, 1s
cited as the biggest prohlem by 64% of respoudents and
outranks all cther problems. This is not unexpected because
virtually all metal, chemical, fibre, or fuel supplies
fexcept gas where availecile) have to hLe imported, and in
general only the scil and what grows in it are available as
indigencus raw materials. The tax structure and black
marketing make impsrted raw materials costly or difficult
to cbtain.

7. Working capital is cited as neecded by 76% of the
respcndents. This is partly because Of raw materials costs
and partly because cf pocr management Or poor sales. At
present cnly 9.6% cf the enterprises have borrowed from
institutional scurces. There is clearly a demand for SCI
financing which is nct beinz met ly the crganized sector.
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te 1s very low in scme industries, in
particuicz i ing, rice husking, cane and tamboo
ccntainers, reed mets, coir mats, fishing nets, agezr, paper
bag making, a tery. These industries have low iabor
productivity and 2 high proporticn of femsle employment.
High wage rates zre found in cloth printing, footwear,
plastic prucucts, cane end tamboc furniture, timber proces-
sing, and woad working; hirher skills are required in
these industries and women pzrticipate less.

3. The ware
T T

8. 0f SCI prolucts, 54% are suld directly to consumers,
mcstly at the micrc-community level, while 27% are solé te
wholesalers and 7% to retailers. Only in the handloom
industry (which acccunts for 43% of perscns employed in
rurzl industries) 1is marketing organized tc the extent that

as much as 67% ¢f the nrclucts are scld to whclesalers.

.
[¢]

10. Oniy 7.8% c¢if proprietors zre members of a cooper-
z2tive and only 6% have gotten ary assistance in the supply
6f raw materialis, which is the main functicn cf most
cocperatives.,

]

11. Procspective growth industries may be listed
differently acccrding to criteria: 1} use of lccal raw
materials - molasses, jutc products, tannery, -ricks znd
tiles, timber, tcbaccc, cane and bamboc: 2) labor
intensity - iuts handicrafts, rced and bemboc mats and
panels, coir rcpe and mats, tamboc tocis and ecuipment,
grain husking, fish nets, basketry, cane and btamboc furni-
ture; 3) efficiency - timbter processing, cane and bambos
furniture, hosicry, sheet metal ani fitting, focotwear,
tobacco processing, tannery, crain milling; 4£) demand;

5) dominance; and 6) female employment a2s criteria
cenerate cther industry pricrities. Industries which
responcents ciassified as growing ones are; c2ir prcducts,
woodwoTk, basketry, tcobacco processing, grain crushing,
handlocm, silk proaducts, tailoring, tricks, and wocd
processing.

F. tilizaticn <of the Stuldy

1. BSCIC is initiating many new procjects under the
leadership ¢f o new cheirman and under the national mandzate
rcr zn 'industrial revcluticn”. Thise include three project
areas in which USAID is providing some consultanncy to
assist BESCIC with prcject paper cdevelcpment: credit, women's
industries and training. In &1l threc areas there is direct
input from RISF. All three prejects will be implemented
accorcing tc¢ present 3SCIC plans. They will begin in the 11
RISP thanas because the data base is availatle.
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2. The detza ¢n the handlzoom industry in Yhase 11,
from a sample ¢f 200 handloom establishments, will be useful
in preojects of the Banglad ech Handlcom soard which are to be
assistcs Uy USAID. These data cover many areas nct covered

under *the Handloom Loaerd's own census.

3. The data on akout 76 part’cuiar industry types
shoulc be useful feor agencies seeking to promote rural indus-
tries, as it will helr them develcp industry-specific assis-
tance projects.

4. The case studies cn particular industries should
lead tc projects,

5. RISP dataz on assets, credit and other financial
matters will be uscful to banks secking to develcp capacity
in SCI credit. These data, given by industry type, can be
or guidelines on capitalizatisn requirements and
ial profitatiliity.

6. The RISP data on assistance availed cf and desired
by SCI p;OpTlPtCTS should be useful tc all agencies offering
extension services tc this sector.

7. The Government of fangladesh has begun to establish
a Commission ¢n SCI as specified in the Five Year Plan. RISP
data will be 2 major source of understanding of this sector
and important in genereting policies. The sections in RISP
on policies will have direct relevance.
¢ useful for USAIZ in formulating 1its
h

3 RISL data
r 11 sector.

. ar
cwn project plans for t



APPENRDIX C

MIZAS DESIGN TERNATIVES & EVOLUTION

MIDAS mzkes no initial assumptions atout the kind of
organizing mechanism (client a5ency) that will best serve
the purpose of assisting micro-industries. One h/po;h851s,
is that a variety of types of develorment crganizations
will have tc operate simultaneously for there to be signi-
ficant impact on large numbers of diverse micro-industries
because no one approach can deal with 211 critical
constraints at once.

A wide variety cf such organizing mechanisms exist,
inclucing traditionzl cultural asscciation and trade
groupings, cccperatives, private voluntary organizations,
business groups bcth large and small, banks, end government
agencies. Each c¢f these ani other mechanisms necds to be
enccuraged to undertake its optimum role in constraint
removal.

The problem on which this project specifically focuses
is that most of these organizing mechanisms are poorly
equipped to zssist in constrcint removal. Many lack staff
with a2 business orientaticn. The result can be that assis-
tance given inhitits rather than encourage profitability.
Often, there are nc staff capable of responding toc parti-
cular technical qu;stlbns whlch if unswercd mlfht result in
significant increases in prefits. Some groups 2are inhibi-
ted from experimentztion with new products or processes, or
even new methods of organizaticn, by a lack ¢of financial
Yesources.

Thecreticelly, covernment could a2ssist in some cf these
matters, and indeed, in some cases 2 es. However, at
=resent, the Zangladesh Government h2s neither the orienta-
tion ncr the capacity to uncertake the task envisioned by
this procject, as government agencies are jreatly overtaxed
with existing respomsibilities. For this reascn, the
decisiocn has been made in this case tc work outside of the
government.

The decision has a2ls¢ hecen made in the case of this
project tc establish a2 new instituticn rather than

o 4 to utilize any
existing one in Langladesh. Thnis decision was nade despite
the well-known preference in cdevelopment thinking tc aveicd
creation of new instituticns Lecause they take e ‘ccnsider-
able amount of precicus time and endless difficulties to
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estallish; z2nd conce gstablished, they often end up only
duplicetingy cther instituticns.

While toth decisions will make it difficult for the
Prcject to uchloy in 2n expcditicus manner, compensating
advantages will be gained, relating to the special situation
of nﬁnplaacsh, which will more +ha*x make up For the diffi-
culties which will be enccuntered.

It is understcod that for this highliy innovative project
tc be a success, it is 2bsclutely esssntial that the impile-
nenting institutior have the fcllowing characteristics:

1. Have the capacity tc reach the target population
(rurzl poor).

tJ
o

toc 2ssist as many different types cf
ve organizing mechanisms (MIDAS clients)
itle.

o)

0 o
0N e+ b
h e O

N
L

n o
e}
4% B ¢

m o
- ,I
oy

(

£lexilility necessary tc assist these
ins mechanisms in a vericty of different
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nfortunately, none of the existing governmental orga-
nizations can meet 21l c¢f these criteria. The governmental
instituticns currently responsible for services ic mlcro
industries include the Zanrladesh Smell § Ccttage Industries
Corpceraticn [n.,-\.IC)s which is part of the Ministry of

Industries, and the naticnalized banks.

w
Q
=
<

Althourh BSCIC has a staff of szbout 1,500, most ¢f its
present activity centers arsund su;:grt of sm21l, modern
industry lucated in incdustrial estates. It sponscrs efforts

to assist in handicraft marketing and has cther projects
that reach 2 modest number of micro-industries. In the
future, BSCIC's capzbility to reach wids _y dispersed micre-
industries wiii improve, shoull AIZL and cther Jonor assis-
tance facilitate success in implementing the stratezy given
in the DDG five year Flani.

’

Utilizing ESCIC as zn implementing vehicle would have
the advantare cf theoretically putting at the disposal cf
the project a substantial implenenting capzlility with
which to improve the likeliheood of achieving the project
goal. However, it is the opinicn of 21l sxperts here that

— P UULIIP UGS —— — - - - —

1 See Pr, Component 3
2 See AppenciX M



C-3

5SCIC

is nut 2t jresent in the pesition either tc alter its
ccus or approach v development. Thus, it is felt that
any »ossitle advantage of utilizing SSCIC would not materia-
lize, as placin:. the project there would svertax availatle
BSCIC resources and manpowsr and te detrimental to plans for

experimentation and extensive invclvement with non-governmental
s.gv:,]_ oprent mechanisms.

Wniie BSCIC will nct be the home for the project, however,
MIDAS will work closely with it and shculd develup sufficient
reppert not only to zrovide feedback on the results of the
experimentatiscn, lwut tc actually tecome z technical consulting
apency to £SCIC. In this regard, the Chairman of BSCIC has
been active 1in MIDAS dev relopment cnd hos zssisted USAID in
several zspects cf early project implementaticn.

2]

As regards the banks, 2 good deal of experimentation is
now tzkkng piace. The world sSank has recently made a
SS0,000,000 lcan tu several bapgks which are maklh, small
1szns for industrial trojectsd/ Althcugh the smallest loans
will Ye thecretically just over $300, in practice, very few
loans ¢f this sizec have been made through past Dank credits
and the everzge lcen size appears to be around §$2,000.
Even the $300 figure is larger than most W;cr“—lndus ries
can zbscrh.

AlD currently has its Rural Finznce Experiment Project
(KRFEP), which is in many ways sesking tc do with credit
what MIDAS will seck to do with nun credit assistance.
RFEY is working with 2z number of tanks and credit dispersing
instituticns, each ¢f which is Jpcrﬁtlnc a ¢ifferent
experimentasl program aimed at reaching the rural poor.
Althourh targeted on a"*lcuTturc rather than industries, tc
the surprise cf many peceple, absut 40% cf the loans to date
have been to ncn-farm cbmmzrciﬂl 6T 1lncaustrial activities.
The average 1oen size is aprroximately $100, vutting it in
the ranye which wculd likely te utilized Ly micro-industries.

m

J

~

dentificaticn Zocument (PID) on &
¥ has ncw been approved. This FID

The USAIL ?Pr
secend phase
calls for es lishing the credit scheme on a2 nationwide
basis. Credit anc the organizational component which
MIDAS is designe? tc pravide are considered critical ele-
ments for the success cf the MIDAS apprcach to development.
Therefore, it is the inteanticn of MIDAS to work very closely
with the on-gcing AIR rurel finance pregrar. One respon-
sibility of stzff under this project will be to assure that
sny coryanizing mechanism assisted alsc has access to

-
E Y
KFE

1/ See Appendix p on "Other 2onor Activities”



adequate credit under the AID prcject or through some
other means. For that reason, one of the staff hired by
the proiect will have Lanking experience.

But, despite the close coordinaticn which will be
required, none of the Bangladesh banks can, at least for the
moment, provide a home for the project. It is, hcwever,
possinle thzt methodologies developed bty MIDAS could be
duplicated within a variety cof banking and other institu-
ticns, incliuding £SCIC.

In ths short-term, the banks are lcaded with o variety
of social tasks anéd experimentzl programs, initiated by the
DDG, AID, and cther donors includiny the World Zank. As
such, they are now having difficulty fulfilling all existing
demands. They are not, therefore, in a positicn to under-
take additiounal experimentation under this project, nor are
they interested in doing sc. They continue to feel, rightly

or wrongly, that such sccial projects are too far afield
from their zrea ¢f responsibility.

As regards non-gcvernmental organizations, there are a
ccnsideratle number that are presently involved in micro-
industry develcpment and 2 few which are providing assist-
ance to other ¢rganizings mechanisms. Such organizations
as the Internationzl Union of Child Welfare (IUCY), The
Lsia Foundatiocn (TAF), Agricultural Development Agencies in
Bangladesh (ADAB), Village Educationzl Resource Centre
{(VERC), ané Save the Children, 2re each attempting to
provide at least one of the services propcsed for MIDA
However, such services are at present extremely mcdest,
because of the relatively sm2ll bhudgets of many of these
agencies and their lack of staff skilled in micro-
industries. Further, for most of them, with the excepticn
cf ADAD and TAF, implementing their own field prcjects is
their principzl functicn. They hove neither the capacity
nor the interest ir focusing on support services to others.

Hcwever, mcst ¢f these agencies recognize the need for
the services MIDAS could provide. Once the decision was
made tc develop MIDAS wutside cof government, these pctential
users of MILUAS services were extensively consulted both
singly and in 2 sesries of mectings throurheout 1678, Mcre
thar 40 agencies attending the larger meetingslﬂ Those
attending agreed as tc the need Icr an agency to service

1/ See C. Maloney, RISP Special Report No.l "Organizations

T znd rrojects Concerning Sma2li-Scalie and Cottage Incdus-
tries in Zangladesh”, June 1279 ...for activities of
potential MIDAS client organizzticns



their needs in wirking with micro-industries. On the lasis
of this agreement, sub-committecs were creatzl to werk on the
gquesrtions of vrkaRLZQtlu; znd functicn. Considerable agree-
ment was found, but on two Lasic issues; the main committec
was divided down the micdle. These issues were how large
VIDAQ should initizlly be and whether it should make small
ubLopmbnt grants. Half the committee wanted ‘TanS ts Le

a mocest zgency with an informetion collecticrn and dissami-
naticn capacity (newslctte* and seminars) similar to that
which ADAB alrcady had in the ficld of apgriculture. The
other half wented MIUAS to have the awlllgy, in =2addition, tc
provide technical assistance and grants.

Fin2ally, it was deciced thet nc compronise on these
issues could te found., A resclution was adcpted which
reccommended that those agencies which wanted more extensive
services shoull vo z2heal and establish their cwn model.

A core cf representatives ¢i this CTOUD thcrefure continuec
to mest. This group was princip aily coemposed ¢f VERC,
CARITAS, Kumudini Welfare Trust and IUCW represe“tatlv;s,
augmented LY two private businessmen.

Having then cpted for a l¢rgc* MIDAS structure, the
criticel questiosn for this sroup became hcw tc organize
it and where it should be housed. VERC, Szve the Children,
CARE, and ADAD were propcsed as permancnt homes for MIDAS.
iowever, 1in view =f 1its projected eventual size, nc agency
was willing cr 2ble to zccept it. Therefore, the only

onticn was to crez2te @ new agency. However, this was going
to tz2ke time. In the 1interim, some exiSthg agency would

have to serve as a vehicle for receirt eand contrel cof the
funds and to nurture MIDAS's develorment. ADAE, Save the
Children and The Asia Fcundation LlnF) WETE surgesteﬂ for
this functicn. Only TAF proved both capalie and willing to
perform this task.

Thus, TAF is now, and for the first project year will
continue to te, the recipient of AID funding and will have
ultimate controul and Lesrcnsiuility for its use. An ad hoc
committee has been created tc aldvise and assist The Asia
Foundatiosn. This sists of the representctives of the
Kumudini Welfer t, VERC, CnhITnS, IUCW, a2 USAIC
consultant 2nd two 1vute businessmen. plus cther agency
cr private sector represcntatives whe mezy be recruited.
luring the current 1Z month pre-Rural Industries 1 PTuJECt
start-up pericé, this committee called the MITAS Advisory

e
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-chment A ¢f TAF/AID Grant Agrecment
i £ MIDAS Advisory Bcarc.
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“card, has The Tesyoasi ilicy +. zssist Tar to formusate
pelicy and cueraticnel ,uidelines. TaF will, &s controller
of the funds. have the fingl lecisicor in reloticn teo the
use ¢f funds. It wil:i be sciciv restconsitle for decisicns
relating to the use of MIDAS _rznmt siving “asel ¢n the
advice =f the ~dviscry Zoard and MIDAS staff,

Inv-lvercnt ¥ “usincssren in -roiect development and
management is considered absclutely critical. Experience
in cther countries aTgue strongly that without it MIDAS will
have less chance of SUCCESS. Since this prcisct is con-
cerncd with Susiness devslopment, project success requires
a ccmbinaticn of ccncern ;or the needs o h

-

with hard-ncsed Tusiness Commch €2nss.
VTQCtltICPL‘S and businessmen are Cften
cther, bringin; thenm tcgether will e 3

c¢ development
trustful of each
icate task znd
ect 1ife. This
n cf the govern-
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will require conce *cd care thrcughout o1

task will *e & major focus for the attent
ing bcard zond the cjcct staff.
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Leginning sters have already teen mzae 1
Prominent husinessmen with fenuine concern and
have teen identifizé and hLave Zeen involved in
of MIDAS. At least twe businessmen will te on
Governing 32dy. The expert committee, which w
the Loard, will comprise a large propert

-

is dirvectiocn.
omm 1tmcnt
h

The lezal crg anlzatlcn cf MIDAS is teing estﬂ’llshed in
ways Whlph will hopefully ercourage the invcivement of
businessmen. It is rlanneld that develcrment ani a tusiness
persyective can iven equal weight in the orzject and
that, with this L= ce, the priject will have a Letter
chance for success.

Best Available Copy
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rARTMENTAL ANZ PERSONNEL HESPOKRSIEBILITIES

Infcrmation

Services

1. Informaticn Specialist to create, maintain and

translate i1nformatioin 1nto a newsletter and other formats
suitatlie fcr wide dlctrlFutlon, and tc estatlish a tech-

nical litra

a.

Ty on micro-industries to include:

ericdicals, btecks anad pepers, with infcrma-
ticn ccllected by agencies/scholars on various
aspects of micro-industry development perti-
nent tc bangladesh.

Technical infcrmation on key industries in-
clucing raw materials, machinery, technical
2nd menzgerial prccesses, andé marketing.

Informetion cn relevant Langiadesh Government
agencies, policies a2nd preccedures for chbtain-
1ng access to assistance, estzblishing
lezality and coordinating development planning.

Information on non-governmentzl activities/
achievement cf prcgrams to assist micro-
industries in Zangladesh.

Information on specific scurces of Bangladeshi
industry inputs inciuding raw m=zterials, equip-
ment, techniczl znd manegerizl assistance,

and finencing, toth in Van ladesh and “:raad
tooether with descripticns of procedures for
£21niny access.

Infornation on Zangladesh and feoreign huyers
cf particular oroducts torether with descrip-
ticns cf bow tc market rroducts to then.

2. research Specialist who would have the fcllowing

functions.:

entify and ccntract for revisicn, if

sary, 2xisting rcsearch on the constraints
icus industries, inciuding raw materials
inclegy, and murketing; mazking them useful
DAS clients.
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;. Tc surriement this. wh
Ticld research for noe:
infcrmation.

€ necessary, contract
1

ut unavailatle

{n D
o

D
u

c. Tc assist client organizaticns to design
acticn research progrars documenting field
eXperience assisting micro-industries in
kengladesh.

¢. Tc ceniract for the develcpment of casy to
atscrb reports on important elements of
nlcro—wndus*ries develeopment ané give them
wide distribution thrcugh MIUAS newsletter
summaries and in detail toc known, concerned

client agencies.

Technicael Services

1. Prnject Development Specizlist tc assist client
groups to:

Identify potential projects

(6]

cr

kh )
W o
N n

¢ obtzin assistance for prociect

th
b4 G0

rr

fubo

b=
b 13

t
<
wn
ﬁ
ot
.
™)
o
n

(@]
)
[
wn
[
(")
o
in]
0
L
@]
O
ot

impact gvaluaticn Dprograms.

=~
(@]
O
@]
H
"
'—0
3
£
(&
[}

T of Technicel Services to:
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groups to 1dent1‘> nceds for product
ification, development ¢f new process,
logical 1nqovatl|r quality control,
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MIZAS Consultant Group - technical
nts av&l; tie to helr cliemnts on
ar ulens by matching of CGroup
th vz client ncids. (See below
itionzl detall orn Consultant Group).
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3. Marketing Specialist to:

a. Help clients plan marketing strategies.

t. Keep producers advised of raw material
developments and new processes,; including
scurces/constraints and assist in
rrccurement.
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4. Manpower Development Specialist working through
client agencies to:

a. Organize seminars and workshops when resource
people are available.

b. Arrange for short-term tours for small groups
tc see projects in Bangladesh and abroad.

c. Act as liaison for arranging apprenticeships
in private sector of Bangladesh or for limited
technical or on-the-job training, if necessary.

d. Act as liaison between client agencies for
exchange of information on availability of
manpower development activities.

5. Planning Specialist to:

a. Develop long-term pians, preparc progran
documentation and reports £cr MIDAS.

b. Assist client groups in development of
program plans and documentation and reports
preparation.

Financial Scrvices

1. Grant Supervisors to process and supervise small
grants tc be obtainable with a minimum amcunt of paper
woerk for use in experimentation tc test nmew appreaches to
assisting micru-industries develcpment. (Funds to be
reserved for very small znd women's groups.)

alist to:

IwH

2. Lecan and Grant Spec

a. Maintain information on osther sources of
grant or loan funding and provide rcferral
services of client agencies tc likely
funders.

b. Assist client agencies in prepariag oF
obtaining assistance in th2 preparation of
arplications for funding.

c. Be knowledgeable about available credit and
ccordinate with credit sources to zssure
credit is available to projects when needed.

d. Assist donor groups to prccess client
apencies applications.



Prcfit Mexing Ccrporetions

1. ™IDAS Administratcr when 2dvised by the 1MIDAS
financial services sta:f and Expert Committee of & suitatle
propcsal for undertaking or assisting a prcfit making ven-
ture, will request the Project Development Specialist with
assistance provided by member(s) of the Consultant Croup,
tc develop the propcsal to include MIDAZ participatcry/
equity pesiticon. MIDAS will then establish and finance
private prefit-mcking corporaticns. While nct limited to
the following, these enterprises might deal with the major
constraints of micrc-industries while making a profit for
MIDAS. Thess corporations cculd: (1)

2. Purchase scarce raw materials in bulk and
distribute it tc micrc-industiries;

. Purchase cutput of micro-industries and
market in bulk; or MIDAS right;

c. Take an equity positicn in marginal, but
pctentiaily profitable micro-industries, provide
financial and technical resources necessary to
make them prcfitatle and then divest (roofing
tilc is an examrle);

d. Undertake the establishment of a2n innovative
and highly replicable micre-industry pilot
proiect with high profit potential.

Ccnsultant Group

-

1. Th: MIDAS Cocrdinstcr of Technical Services to:

a. Recruit ané¢ mzintain a directury of ceonsultants
wnc will provide assistance tc client agencies
as descrited above. (Per diem and transporta-
ticn expenses are coversd in the MIDAS budget.)

5. Provide consultants on a fee basis for techni-
cal and managerial assistance to gevernmental
crganizations and the private sector (consul-
tants tc share in proceeds earned).

(1) The hi;h risk nature of these activities 1is recognizcd.
An expatriate consultant will work with MIDAS ta
evaiuate 2ll profit generating ;roposals (years 2 & 3).



Expert Committce

ul ol

Members will receive henorary appcintments by the Board
of Directors of MIDAS. They will be entitled to a fixed fee
for mecting days and provided with transpertation plus other
expenses while acting as a pocl cf resource personnel for
consultaticn.

) The ccmpcsition of the Committee will ke (maximum
initially will te 10 tc 12 members):

a. One Expert from each product area selected by
MIDAS fcr promotion - 5/7

b, Financial/Econcmic Adviscor - 1

c. Expert on Co-cperative/Credit Union mcvement - 1
d. Experienced perscn in socizl welfare work - 1

€. Administrator of MIDAS - 1

f. Female philanthreopist/social werker/woman
- volunteer development worker etc. - 1.

The functicns tc be perfcrmed Ly the Committee will
be as follows:

a. Detail study and celiberation on various
aspects of projects submitted.

b. Clearance on projects/proposzls which they feel
are feasible.

c. Evaluatiocn ¢f prujects/groups.

&. Expert advise, on request, during project
implementatinn.

e. Advise the Administrator of MIDAS and Prcject
implementers cn technical aspects or product
matters.

th

. Act as z neutral evaluator and advisory body to
the MIDAS Board of Directors.

A chairman, elected by the Committeec members from
among the memlers, will be a voting member cf the MIDAS _
Bcard of Directors as described in the by-laws (Appendix E).



APPENDIX E

MIPAS INCORPORATION DOCUMENTS

Legal Structure

Several organizational forms are possible. The form
which is most flexible, given the multiple uses intended for
MIDAS and the close ties with both development organizations
and the business community, is the establishment of a private
non-profit Society under the BDG Societies Act. This Act
allows for the formation of non-profit entities for specified
public-interest, charitable purposes. Societies under the
Act are automatically non-taxable and require no separate
registration to obtain tax exempt status. Under the Act, at
least seven persons must be sub:icripers. They, in turn,
elect a Board of Directors. This society may engage in a
wide variety of activities, including ones which make a profit.
It may also invest in companies which make a profit. These
profits are not taxable as long as they are used for charitable
purposes. The society would be registered with the Ministry
of Commerce.

The next step would be registration with the BDG
Department of Social Welfare. This registration process,
which includes 17 separate BDG clearance steps., can take
six months or a year. Lack of certainty of the (ime necessary
to obtain this registration accounts in part for the MIDAS
implementation design's flexibility as concerns the initiation
of MIDAS independent ({rom TAF) operation.

Once the legal identity and proper registrations are
obtained for MIDAS, The Asia Foundaticn may begin to
transfer control of financial resources to MIDAS, However,
"this transfer will be neither automatic nor complete at any
predetermined time. The timing must be hased on the
administrative and technical capacity of MIDAS staff.
Information services might be the first to be transferred.
Next might be technical serviees. Control of financial
services might remain under TAF for a more considerable
period if it does not arpear sensible to transfer it. The
procedural arrangement concerning the transfer process is
provided for in the preliminary phase TAF/AID Grant
Agreement.
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Once it is legally organized, MIDAS will be headed by
a 9-member board of directors, one of whom will be a
member by virtue of bis/her position within MIDAS and the
rest will be elected for two year terms as outlined in the
following sections.

MEMORANDUM OF ASSOCIATION

OF

MICRO INDUSTRIES DEVELOPMENT ASSISTANCE SOCIETY

(MIDAS)

(Registered under the Societies Registration Act, 1860)

NAME

1. The name of the Society is MICRO INDUSTRIES
DEVELOPMENT ASSISTANCE SOCIETY (MIDAS).

REGISTERED OFFICE

2. The Registered Office of the Society is House No. 56
Road 7/A, Dhanmondi Residential Area, Dacca.

Bangladesh.
AREA OF OFERATION
3. The area of operation of the Society shzll be throughout
Bangladesh.

OCBJECTS
4. The objects for which the Society is established are:

(1) To engage in charitable purposes and social
welfare strictly on a non-profit basis.

(ii) To promote the welfare of the people of Bangladesh
through assistance to small and cottage industries
and to groups or individuals promoting them on a
strictly non-profit basis.
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(iii) To reduce poverty and unemployment through
generation of productivity, especially among the
poor.

To provide such services as may promote and
support small and cottage industries, to voluntary
organizations, trade and business associations,
cooperatives, government agencies, or any other
groups or associations concerned with small and
cottage industries, as well as to privaic business

and individuals in this sector.

—
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(v) To provide information services, te-hnical
assistance. marketing and consulting advice,
financial and material support. or any other
assistance for non-profit promotion of small and
cottage industries.

(vi) To cooperzte or participate with, or provide - -
any assistance to such agencies, groups, business,
and individuals, in setting up and managing small
and cottage industries.

(vii) To purchase, hire, or lease, any land, buildings,
industrial equipment, or other facilities or materials
or to develop land or construct buildings or other
facilities, for any of the purposes of the society.

(viil) To procure for the use of the Society or for any
of its clients any equipment, commodities, raw
materials, or other assets., from any part of the
world, for the purposes of the Society.

(ix) To receive donations or other financizl assistance,
irom any private or government sources, and
from any country for use in work consistent
with the purposes of the Society.

(x) To provide financial assistance to agencies,
groups, and businesses, for the purposes of
promoting small and cottage industries.
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(xiti)

(xiv)

(xv)

{xv1)

(xvii)

{xviti)
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To set up or operate any subsidiary enterprise for
overzll promotion of the charitable objectives of
the Society.

To set vp or maintain in any p
elsewhere in the world, branches, agencies, or
local boards, for managing the affairs of the Society.

To establish, support, and maintain, any research
centers. training institutes, schools, laboratorieg,
inspection centers, or other institutions, 2s may
be calculated to be beneficial for the work of the

Society.

To enter into any arrangement with any Government
or authority supreme. local, municipal or otherwise,
public or quasi-public bodies, that may seem con-
ducive to the objects of the Society for rights,
privileges and concessions. which the Society may
think desirable to obtain and to carry out, and to
exercise and comply with any such arrangements
rights, privileges and concessions.

To invest and deal with the money of the Society not
immediately required in such manner as may from
time to time be determined.

To borrow or raise or secure the payment of money
in such mann:r as the Society shall determine from
time to time and generally to borrow money in such
manner as may be agreed upon between lender and
the Society and to apply the same for aill or any
purpose of the Society.

To draw, mazake, accept, discount, execute and
issue cheques, bills of exchange, promissory notes,
bills of lading warrants, debentures and other
negotiable or transferable instruments or securities.

To sell, exchange, mortgage, let or demise lands,
buildings, houses or other properties vested in
or held by the Society. -~
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STATUS

(a) The Society shall be a non-profitable organization.
The income and property of the Society howsoever
derived shall be applied solely for or towards the

promotion of the objects of the Society as herein set

directly or indirectly to anyone who or at any time have
been members of the Society or to any persons making
claims through all or any of them. But nothing herein
contained shall prevent the payment in good faith of
reasonable and properremuneration to any officer or
servant of the Society whether a member or not of the -
Society or the Governing Body, in return for any ‘
services actually rendered to the Society, and/or for :
reimbursement of the out-of-pocket expenses incurred
by him/them for the purpose of the Society and/or in
the discharge of his/their duties, or payment of
interests on money borrowed from any member of the
Society or other perseons,

{b) The Society shall be 2 non-political organization

and it shall not tzke part in any activities other than
those mentioned in paragraph 4 hereabove.

DISSOLUTION

If upon winding up or dissolution of the Society. at any
time, there remains 2fter satisfaction of all its debts
and liabilities, any property whatsoever, the same
shall nct be parted or distributed among members of
the Society but shall be given to some other society or
instituiion having objects similar to the object of the
Society.

MANAGEMENT

The Management and the affairs of the Society shall be
entrusted to the Governing Body consisting of nine (9)
members in accordance with the Rules of the Society.
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The names, addresses and occupations of the present
Governing Body of the Society:

W

Name and Address

Mr. Peter Amacher
Administrator
International Union

for Child Welfare
No. 12, Read 15

5.

Dhanmandi, Dacca

Mr. Ian R. McCabe
Representative

The Asia Foundation
No. 55, Road 6/A
Dhanmandi, Dacc=2

Mr. Sheikh Halim
Director

Village Education
Resource Centre

Savar, Dacca

Mr. R.M.H. Hirji

Managing Director

Daccz Refractories Ltd.

No. 33 Bangabandhu Avenue
Noor Chamber Ramna, Dacca

Mr. Md. Ikramullah
Director

Mirpur Agricultural
Workshop

Mirpur, Dacca

Mr. Amirul Islam
Director

Associated Builders Corp. Ltd.

1st Floor,
30 Tipu Sultan Rocad
Dacca

Cccupation

Service

Service

Service

RBusinessman

Service

Businessman
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Name and Address

Mr. Clarence Mzloney
Consultant, USAID

4th Floor, Jiban Bimz Bhaban

10 Dilkusha C/A
Dacca

Mrs. Joya Pati

Managing Director

I cxmmsa sl non s . an o
AUMmuaini ‘v‘v’elfare Trus

Narayanganj, Dacca

or

Mr. Mamoon-zl-Rasheed
Director

MIDAS Feasibility Study
The Asiz Foundation

No. 55, Road 6/A
Dhzanmandi, Dacca

Occupation

Service

Businesswoman

Service
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We, the several persons whose names 2nd addresses are subscribed
hereto. having associated ourselves for the purpose described in this
Memorandum of Association. do hereby subscribe our names to this
Memorandum of Association and set out several respective hands hereunto
and form ourselves into a Society under the Societies' Registration Act,
1860.

Sl
No. Name and Address Occupation Signature

1. Mr. Peter Amacher Service
Administrator
International Uaion
for Child Welfare
No. 12, Road 15
Thanmandi, Dacca

2. Mr. Ian R. McCabe Service
Representative
The Asia Foundation
No. 55, Road 6/A
Dhanmandi, Dacca

3. Mr. Sheikh Halim Service
Director
Village Education
Resource Centre
Savar, Dacca

4. Mr, R M H, Hirii Businessman

£ a¥at ¢ o avag ®mav LR 42 L

Managing Director

-~ -
o mafmeastarias A
1Lallad INTCiiaeorlico Lu

No. 33 Ba.ngauaudhu Ave.
Noor Cahmber, Ramna
Dacca

Pi

5. Mr. Md. Ikramullah Service
Director
Mirpur Agricultural
Workshop
Mirpur, Dacca



S
No. Name and Address QOccupztion Signature

6. Mr. Amirul Islam Businessman
Director
Associated Builders
Corp. Ltd.
1st Floor., 30 Tipu Sultan Rd.
Dacca

7. Mr. Clarence Maloney Service
Consuitant, USAILDC
4th Floor. Jiban Bima
Bhaban, 10 Dilkusha C/A
Daccea

8. Mrs. Joyz Pati Businesswoman
Managing Director
Kumudini Welfare Trust
Narayanganj. Dacca

9. Mr. Mamoon-al-Rasheed Service
Director
MIDAS Feasibility Study
The Asiz Foundation
No. 55, Road 6/A
Dhanmandi, Dacca

Dzted this the day of 1981

Witnesses with their addresses:




OF

MICRO INDUSTRIES DEVELCPMENT ASS'STANCE SOCIETY

NATTY A
{(MITAS)
s -
Membershio
Any person of any naticnzlity interested in charitable

promotion of small zna cottage indus
eligible to become =~ membecr. He m:
with a voluntary organization, 2 srivate business, or a
donor agency. but his membership v il be as an individucl.
Membership requires recommencation by two existing
members and approval by tvo thircs of the members

of the Governing Bodv. Iaca new member shzall be

listed by the Governing Sody as beionging to one of the
following membershkir categoriec : (i) t':ose associated with
voluntary agencies, ({ii} those z2ssociated with private
business or commesrce, {iii' those ascociated with donor
agencies., and (iv) otrers. A mernbe: upon election will
pay a subscription ol Taka 10 (ten), which shzll aiso be

the amount of annual subscription. A list of members

and their addresses chall be meainteined 2t the registered
office of the Society.

Meetings of the Memvership

(2) There shall be a2 Annual Meeting of the members
of the Society 2t 2 time a2nd place to be determined
by the Governing Body. No more than 15 months
shzall elapse between Annual Meztings, Notice
shall be giver in writing at least i4 dzys before,
specifying the nlace. dzy an< hcur, with an agenda of
the business to bz transacted.

b) The business of any ordinary meeting of the Society
shall be to (i) receive tne r=port of the activities
of the previous year, {ii) receive the annuzl budget
of the Society and the auditec accourts of the previous
year, (iii) elect three memters of the Governing
Body as speciiied in Section 3b below, and (iv) con-
sider such other businzss ac might be submitted by

- -

the Governing Bodv or individual members.



(c)

(d)

(e)

(f)

(g)

Governing Body

E-11

The Chairman of the Governing Body shall preside
as Chairman of the Annual Meeting of the Society.
If there is no such Chairman, or if he does not
function in his place within 30 minutes of the stated
time of the meeting, members present shall choose
one of themselves to be Chairman of the meeting.

A quorum shall consist of seven members present
and voting. Every question to be decided in any
Annual Meeting shall be decided by a show of hands.
In case of an equality of votes the Chairman shall
have a casting vote in addition to the vote to which he
is entitled as 2 member. A vote may be given by
proxy if deposited with the Society at least 24 hours

before the meeting.

Minutes of proceedings and resolutions shall be made
and signed by the Chief Executive Officer or in his
absence by 2 member appointed by the Chairman.
Minutes so signed and approved by the succeeding
Annual Meeting shall be conclusive evidence of such
proceedings and resolutions.

The Governing Body may czll an extra-ordinary
meeting of members in the same manner as the
Annual Meeting. An extra-ordinary meeting may be
requisitioned by the signature of at least 20 percent
of the members. In this case the Chairman shzll be
obliged to call such meeting, and shall circulate
notice of such meeting with the 2genda at least 21
days beforehand. If such a meeting is not held, the
requisitionees may themselves notify the members
and convene the meeting.

The first Meeting of the members shall be held
within three months of registration of the Society.

(2)

The affairsg of the Society shall be managed by a
Governing Body. It shall have the responsibility to
determine the direction and scope of the activities
of MIDAS, and to approve the appointment of the
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*
Chief Executive Officer and/or his deputy. Accounts
Officer. 2nd heads of departments. It shall also
have the responsibility to approve major projects
and grzants to associated agencies, and the annual
budget and the supplementary budgets. It shall
exercise financial control of the Society.

(b) The Governing Body shz2ll consist of nine persons as
follows:

three to be elected from the category of members
of the Society associated with voluntary agencies;

two to be elected from the category of members

of the Society associated with private business
or the commercial sector;

one to be elected from the category of members
of the Society associated with donor agencies;

two to be a2ppointed by the Governing Body;
one MIDAS Chief Executive Officer.

The General Body shall elect members of the Governing
Body for the categories of voluntary agencies, commercial
establishments, and donor agencies. three in each year,
to serve terms of two years each. The Governing Body
shall appoint two members and the MIDAS Chief Executive
Officer - and may meake appointments to {fill any vacancy
in the above-mentioned three cztegories which could not
be filled by election. The Governing Body may also

make an appointment to fill 2 vacant seat until the time

of the next Annual Meeting. The Annual Meeting may
elect more than three members of the Governing Body

in any year in which therz are additional vacancies in

the first three categories.

(c) The term of service shall be two years. Unlimited
succession is permitted.
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Members of the Governing Body shall function in
their individual capacity and with individual judge-
ment, and not as representatives of any agencies
with which they may be associated.

Meetings of the Governing Body

(2)

(b)

(c)

(d)

(e)

(f)

The Governing Body shall elect a Chairman from
among i:s members, who shall hold the position
until it convenes newly constituted following an
Annual Meeting.

The Governing Body shall hold at least four regular
meetings in every year. Meetings may be called
by the Chairman, or by the MIDAS Chief Executive
Officer in consultation with the Chairman. Members
of the Governing Body shzll be given notice of all
regular meetings at least 10 days before, by
written notice or by telenhone, to which their
personal response is recorded.

Special meetings of the Governing Body may be
called by the Chairman, the MIDAS Chief Executive
Officer. the Steering Committee, or any three
members of the Governing Body. Such meetings
are for consideration only of the agenda for which
the special meeting was called. Notice of such
special meetings must be communicated to all
Governing Body members at least on the previous
day.

The quorum for the Governing Body meetings shall
be five.

If there is no Chairman, or if he does not function
in his place within 30 minutes of the stated time of
the meeting, members present shall choose one of
themselves to be Chairmar of the meeting.

Any Governing Body member may wzaive receipt of
notice of a meeting. The attendance of 2 member
at 2 meeting shall constitute 2 waiver of notice of
such meeting, except where 2 member attends for
the express purpose of objecting to the transaction
of any business because the meeting is not lawfully
convened,
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{g) Minutes of the Governing Body meetings shall be

recorded by the Chief Executive Qificer. or in his
absence by & mamber of the Governing Body
appointed by the Chairmarn. The minutes shall be
duly approved or corrccted at tne following regular
meeting and filed in the permanent records of the
Society.

(h) Members of the Governing Rody shall not receive
any stated compenseation for their s2rvices, but
by resolution of the Governing Body, may be

e mvemat .. oY 2L

A kT ar vt o mrd :-A.‘\.o;- C«Ja.r\:'a-«..vu fak’stl \‘—V,ith.l[l
Bangladesh for attendance at meetings on business
of the Society.

Steering Committee

The Governing Body shall elect three members, one of
whom shall be the Chief Executive Cfficer, to form the
Steering Committee. This Committee shzall meet from
time to time as need be to fulfil the responsibility to
be given to it by the Governing Body. It shall make
reports of its actions to the Governing Body at all
regular meetings of the Governinz Boar.

Other Committees

The Governing Body may designate other committees
by resolution of 2 majority of members present at a
meeting, to undertake specific tasks. Such committees
may includc persons who are not members of the
Society.

Contracts

The Governing Body may authorize in writing any
officer or agent of the Society to enter into contract or
exXecCute anu uciives auy Wislsunivue e wace aame of and
on behzalf of the Society. Such authcority may be general
or it may be confined to specific instances.
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Financial Records

(2z)  All Cheques. drafts. or other orders for the
ayment of money, notes, or other evidences of
indebtedness issued in the name of the Society,
shall be signed by such officer or agent of the
Society as shall from time to time be determined
by resolution of the Governing Boily.

(b) At the direction of the Governing Body, the Accounts

Officer or any other officer or employee of the
Society may be bonded or required to have fidelity
insurance.

(c) The Society shall keep correct and complete books

and records of accounts at the registered office.

(d) At least once in every year the Governing Body
shall lay before the Society in its Annual Meeting
a true and zudited statement of income and

expenditure -nz “=_ance sheet which shall be signed
by the Ck-ir ian - [ . .2 Goveraing Body, the members

of the Tte rirn Join.nittee, and the Accounts

Officer. Lhe. sia.l be an annual audit of accounts

ci the Soci= v Ly such independent chartered
accountant as mzy be appointed by the Goryerning
Body.

Indemnity

The Society shall indemnify the Chairman and other
members of the Governing Body agzainst all costs and
other expenses incurred by him or them in good faith
in connection with affairs of the Society done with the
objectives of the Society,

Amendments

The Memorandum of Association and the Rules of the
Society may be altered, amended, or repealed, by
members of the Society, provided that at least 30 days
written notice is given, and provided such changes are
approved by two thirds of the members of the Society.

Best AVaiIabIe Copy



APPENDIX F

MIDAS ACTIVITIES

As stated in the MIDAS inputs description
(Section III.xn of PP), the following pasic program of
action will be undertaken consistent with the Financizl
Analysis (Section VI) and with refinements and modifica-
tions based on experiences gained in preceding phases.

Start-up Phase

See TAF/AID Grant Agreement Number 388-0045-2.
Year 1

1. Finalize estatlishment and registration of
MIDAS as a legal entity, with cfficially nominated and
elected Board of Directors.

2. Estzblish and implement with the Asia Foundation,
the phased transfer of financial and operational control
to the MIDAS staff.

3. Based on feedback from client agencies, revise
long-range plan and prepare implementation plan for second
year.

4. Compiete structuring of Expert Committee and
develop Consultant Group and other ties with the zovern-
mental and business community.

5. Deliver services including techrical consultan-
cies, financing and credit assistance, and information
services as required by clients.

6. Further identify clients  projects and expand
linkages with other groups for advertising MIDAS services.

7. Evaluate options and expand number of key
industry types to receive MIDAS services based on capacity
of MIDAS organization.

8. Finalize and btegin implementation of monitoring
and evzluation system.

g. Develop technical litrary,to include at minimum:

i. Technical information on key micro-industries.



ii. Information on government agenciles,
p011c1cs and procedures related to
micro-industries.

1ii. Information on sources c¢f key industry

inputs (raw materials, equipment, tech-
nical aid, financing, etc.).

10. Train and develop work plans with each new staff
menver.

11. Provide small grants to projects tased on MIDAS
taff capacity to process, nmonitor, and corntrol them.
(Since one important purpose of MIDAS is to experiment, no
grant will be made unless an evaluation component is in
place and capacity exists in MIDAS for careful monitoring.
The number of grants given will depend on MIDAS staff grant
management capacity.)

12. Initiate linkages with AID Rurzl Finance and other
credit programs.

13. Develop job descriptions/sccpe of work and
initiate recruitment of Year 2 new hires/expatriate
consulitant.

14. Desigrn and test information dissemination system.
15. Formulate MIDAS service fee system and pursue

paid consultant service in accordance with market interest/
demand.

16. Purchase office equipment and supplies.(l)
Year 2

1. Revise long-range plan and develop implementation
plan for third project year.

2. Evaiuate options and expand number of key industry

types to receive MIDAS services based on capacity of MIDAS
organization.

3. Refine project monitoring and evaluation system
through field testing.

4. Expand technical library and refine material into
2 newsletter and other forms and give maximum feasible
distribution to include:

(1) Some of these items have been transferred without cost
to MIDAS from other AID funded prcjects.
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a. Information on micro-industry devclopment
around the worild.

t. Technical information on particular industries.

c. Information on government activities in micre-
industries.

d. Information on activities/achievement or
existing micro-industry programs in Bangladesh
and other countries.

e. Information on sources of industry inputs.
f. Information on Bangladeshi and foreign buyers.

5. Train new staff and develop work plan with each
one.

6. Evaluate current staffing pattern against progran,
develop new job descripticns and/or initiate recruitment of
Year 3 supplemental new hires; providing in-house staff
training as needed.

7. Expand and refine interaction with business
community, expand Expert Committee and Consultant Group
membership, and provide consultants to projects.

8. Assist clients in identification, feasibility
studies, and evaluation cof projects.

9. Provide small grants tc projects/programs
consistent with MIDAS monitoring and evaluation capacity
and MIDAS project innovation and development goals.

16. Continue to develop linkages with other loan
grant giving organizations,

11. Provide fimancial services assistance in proposal
preparation and liaison/referral to clients' projects.
(Work especially with AID rural credit projects.)

12. Assist groups with marketing strategies and/or
in overcoming raw materials constraints.

13. Eegin to implement MIDAS involvement in profit
making enterprises/projects. (The first of these ventures
should be undertaken during this year.)

14. Refine MIDAS service fee stiructure, expanding
paid consultant service operations as possible.



F-4

15. Purchase office equipment, supplies, etc.

Year 3

1. Revise long-range plan based on experience and
develop implementation plan for following year's activities.

2. Evaluate options and expand number of key industry
types to receive MIDAS services based on the capacity of the
MIDAS organization to undertake expansion.

3. Expand and refine interaction with the business
community, expand Expert Committee anc Consultant Group
membership as necessary, and provide consultants to an incre-
asing number of clients’ projects.

4, Continue expansions of technical library and
dissemination cf informative newsletter.

5. Refine work plans with staff and continue in-house
training as necessary.

6. Jointly, with client agencies, sponsor workships;
travel to see projects, pregrams for industries; and arrange
apprenticeships and on-the-job training.

7. Assist clients in project identification, feasi-
bility studies, and evaluation experiences.

8. Provide small grants to projects/programs
consistent with MIDAS mcnitoring and evaluation capacity
and MIDAS Project innovative and development goals.

9. Expand linkages with other loan and grant agencies,
providing referral and project proposal preparation
assistance.

10. Identify policy level constraints to micro-industry
development and make recommendations for changes.

11. Assist clients in developing appropriate marketing
strategies and/or cvercoming Tow materigl constraints.

12. Continue development of profit making enterprises
and refine MIDAS service fee structure,

13. Expand and/or maintain office as necessary includ-
ing the purchase of equipment and supplies.
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In addition, the following activities will be under-
taken in project years as designated below:

Year 3 - Produce first evaluation report on
impact of assistance provided and
facilitate performance of independent
evaluation performed by short-term
consultant.

Years 4§5 - Evaluate future funding needs, if
any, based on cash flow produced by
MIDAS participation in profit gener-
ating enterprises, paid consultant
fees, and other fee receipts,
preparing proposal to access funds.

Year 5 - Assist outside consultants perform
comprehensive independent evaluation
of activities.



APPENDIX H

BDG OFFICIAL REQUEST FOR ASSISTANCE

From: M.A. Matin Lasker External Resources Division
Deputy Secretary Ministry of Finance
Sher-e-Bangla Nagar
Dacca-7
D. O. No.ERL/USA(P)-8/81 Date:August 8, 1981
Subject :- Rural Industries Project.

Dear Mr. Kimball,

Please refer to our recent discussions with Mir. Crandall
on the Project Paper for Rurzl Industries which is designed to
develop mechanisms for promoting Rural Industries in
Bangladesh.

In order to reduce the rate of underemployment and
unemployment and increase productivity and real incomes of
the rural people the Rural Industries Project would be very
much beneficial for the over all economic development of the
country particularly the rural people. This Project would
include 3(three) components viz Micro Industries Development
Assistance Society (MIDAS), assistance to Bangladesh Hand-
loom Board (BHB) and creation of 2 Development Fund for
developing & undertaking pilot programmes in high potential
approaches to Sector development.

The Government requests the USALID to provide a grant
of $10, 000, 000 (ten million) for implementation of the project,
You are accordingly requested to take necessary action for
providing the fund at an early date.

With regards,

Yours sincerely

(M. A, Matin Lasker)

To
Mr. Frank B. Kimball,
Director,

USAIL Mission to Bangladesh
Jiban Bima Bhaban (4th floor)
10, Dilkusha, C/A, Dacca.
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BSCIC CULRRENT RESPONSIBILITIES AND ACTIVITIES

A. BACKGROUND

BSCIC was formelly the East Pakistan Small industries
Corporation. In the late 1960s, it was reorganized and the
cottage industries sector was added to its portfolio. In the
late 1970s, the handloom and silk industries were removed
from its portfolio and reorganized under separate boards in
the Ministry of Textiles. Certain other small industries,
such as agricultural pumps, come under the purview of other
government agencies. But BSCIC is the premier agency in
Bangladesh designated by the Government to promote small
and cottage industries.

After Bangladesh independence, the BDG took an interest
in the SCI sector and allocated to it $22 million in the First
5-Year Plan. It allocated another $9 million during the 2-Year
interim Plan. It has proposed a budget of $50 million for
SCI during the current 5-Year Plan.

BSCIC has its headquarters in Dacca, with about 900
employees. It maintains offices in'almost every district,
which are now being converted into District Industries Centres.
New efforts are under way to enable BSCIC to provide technical and
extension services in rural areas.

B. CURRENT PROJECTS

1. Industrial Estates

In the 1960s a program was taken up to establish
industrial estates, in most cases one to a district.
Infrastructure development for all of them was completed
in 1980. Out of 3, 343 available plots in these estates,
by 1980, 1, 862 had been allotted to 828 applicant industries.
Of these industries, in 1980, 355 were under production,

85 more were nearly ready for operation, and 115 were
construction. It may be summarized that 6 of these
estates are functioning well, 8 are functioning marginally,
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and the remaining 6 do not yet have enough industries

to justify the investment made in infrastructure. The
unsuccessful industrial estates are mostly in the more
rural or agricultural districts which have little tradition
cf entrepreneurship. It is proposed to establish a number
of new industrial estates, of smaller size.

2. Loan Application Evaluation

BSCIC plans a major role in the evaluation of
proposals of modern small-scale industries for financing.
These proposals are submitted to BSCIC by the banks
for obtaining feasibility estimates.

The BDG made $4 million available from its own
resources as loans to SCI through commercial banks in
1678-80, which is now being renewed; BSCIC served on
the committees evaluating proposals for loans from this
fund. BSCIC also served as the consultant to commercial
banks for 18 months under the IDA II credit for SCI,
after which the Janata and Sonali banks acquired their
own capacity to evaluate SCI proposals.

It is the policy of the BDG that BSCIC should not
be a creait giving agency, but concentrate on extension
and promotion. Earlier, BSCIC had distributed credit
from grants from Sweden, the Netherlands, and USAID,
and failed to recover the larger part of the capital. For
this reason, the banks are now assigned the role of giving
and recovering credit.

3. Handicraft Design Centre

This Centre, located in Dacca, has produced
several thousand designs for handloom, pottery. printing,
doll mak ng, cane and bamboo work, metalwork, leather,
and other products. Some of these designs are prototypes.
The Centre has organized many training courses and
participated in fairs and exhibitions. But since this
Centre is located in Dacca with little outreach, its
effectiveness in promotion of improved product design
on a commercial basis has been limited.
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4. Bangladesh Handicraft Marketing Corporation

This is a subsidiary of BSCIC which has concentrated
on export of cane, bamboo, basketry, jute, leather, wood
carving, and other handicrafts. Producers have been
organized and assisted to make goods according to require-
ments of orders from abroad, especially from Germany
and Italy. It was funded under IDA II and has doubled
exports of bamboo, cane and jute haandicrafts.

5. Salt Industry

The BDG assigned BSCIC the responsibility of making
the country selfsufficient in salt, for which a 3-year
program was begun in 1975, and a follow-on 2-year program
in 1978. Through its salt demonstration centers in
coastal areas, technigques of production of ocean salt have
diffused, and the country is now self-suificient in this
item.

6. Cottage Industries in the Chittagong Hills

The BDG requested BSCIC in 1975 to initiate develop-
ment of handicrafts among tribal people in the Chittagong
Hills. Under this project, 4 artisans' workshops and a
sales outlet have been set up. The craits promoted
include: cashew nut processing, bamboo and cane products,
doll mzking, musical instrument making, use of pineapple
fiber, cotton growing and spinning, weaving, and silk
production.

7. Other Industries

An ambitious bee-keeping project is being promoted.
There is a pottery unit within BSCIC and a number of
potter villages have been assisted in product upgrading.
There is a new brass and bell metal industry promotion
program. Weaving is being assisted (apart from BHB
projects). There is some work in promotion of embroidered
quilts, blanket making, and cottage industries of the
Garo tribe,



I-4

8. Rural Industries Service

This is a system of giving assistance to artisans in
particular handicraft fields, such as weaving and pottery,
It is not really an extension system because there are
only 7 extension officers (out of 28 sanctioned), all of
whom are either in Dacca or Narshingdi (a weaving
center). It is being superseded by the BSCIC extension
system now being developed.

9. Extension

In 1979 BSCIC began planning for an extension system;
a few officers were trained and placed in some of the
district offices, but they did not leave their chairs much
and were not very effective. It was the opinion of the
consultants funded by USAID to work with BSCIC for
three weeks in 1980, that the existing SCI extension
system needed modifying in order to function properly.

Plans have been made for training 144 persons in
India, the Philippines, and Dacca, to work as extension
agents in the District Industries Centres., The BDG has
also issued a directive that BSCIC should reach to the
Union level; BSC itself is thinking of trying now to have
coverage experimentally in some thanas, and to reach
then to particular villages and hamlets offering extension
and credit liaison services. This entire system has to be
built up and integrated with the District Industries Centers
and credit availability.

There are no vehicles for use by BSCIC officials,
even in the district industries centers; nor are there
bicycles, nor vehicles for mobile units such as BSCIC
is thinking of developing.

10. Publications

BSCIC has compiled a2 number of product-related
short feasibility studies, but these are very brief. BSCIC
also puts out '"Current Awareness Service, ' a bulletin
about modern processes. It also maintains an SCI library.



11. Training

In the last few years BSCIC has trained about 4,000
persons. It claims to have a capacity now to train about
2,000 a year in its various courses. Under the Rural
Industries Scheme, courses are offered in specific
technologies, such as pottery, brassworking, and house-
wiring. In the Handicraft Design Centre, courses are
offered in designs of textiles, ceramics, bamboo, leather,
and doll making. Other courses are offered in collaboration
with other agencies in metal working and small engineering
skills. Still other courses are offered in the Chittagong
Hills, primarily for tribal people. The biggest problem
is that after training, few of the trainees set up an
industry under their own initiative. BSCIC now plans to
provide more post-training assistance.

C. BSCICINPUT TO BDG 5-YEAR PLAN

In July, 1979, the President of Bangladesh issued a
directive that there should be a national plan for development
of SCI on the basis of locally available natural resources.
BSCIC prepared a plan, and incorporated these ideas into the
‘Industries section of the national 5-Year Plan of which the
following are some highlights.

1. Goals

The goal of the Plan is to increase the SCI sector
contribution to the GDP from 2. 8 percent to 5 percent and
create employment for 250, 000 persons. Self-sufficiency
is to be achieved in agricultural tools and equipment,
pumps, small hand tools, office supplies, and educational
equipment. Investment in SCI is to increase 10 percent
a year,

2. Policies and Activities

There will be a National Coordination Council for
Development of SCI, but each District will develop its
own plans in view of its resources, skiils, and growth
potential. The 20 industrial estates will be promoted
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and occupancy accelerated. BSCIC will collaborate with
entrepreneurs in setting up pilot projects in new industries
and will conduct a pilot project intended to develop outreach
services to selected village industries. Existing activities
in promotion of trade fairs, handicraft exports, handicraft
designs, bee keeping, Chittagong Hill Tracts industries,
and salt production will be enhanced.

3. New Institutes, Centres, and Projects

A District Industries Centre will be set up in each of
the 20 districts, to provide training, marketing assistance,
research, liaison with credit institutions, technical assis-
tance, and other services. A training institute will be
set up for training entrepreneurs and managers, extension
workers, and also artisams. A product and prototype
technology centre will be set up within BSCIC. A sub-
contracting exchange will be set up. It is recommended
that some sort of SCI financing mechanism be set up,
More industrial estates will be opened; the goal is an
additional 20 m:ini~-estates. Thana level centres may be
set up.

D. NEW DIRECTIONS FOR BSCIC AND AID ACTIVITIES

A new chairman for BSCIC took office in September 1980,
and since then new initiatives have been set in motion. Mean-
while, the President of Bangladesh declared that there would
be an "industrial revolution' in which BSCIC is tc play an
important role, In response to this, BSCIC prepared 2 plan
showing a many-faceted role in the proposed ''Industrial
Revolution, ' in which USAID was mentioned as possible 3~nor
for projects in women's industries and credit. With World
Bank assistance, BSCIC is turning each district industrial
estate offi~e into a District Industries Centre, abolishing the
present offices in the four Divisions, and planning to train
and place at least two or three extension officers in each
district.

The new BSCIC Chairman has held many wide-ranging
discussions with people inside and outside of BSCIC. His
desire is to turn BSCIC around to make it genuinely respon-
sive to the needs of small enterprises and villagers who do
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not have access to urban centers, while at the same time
continuing to promote growth industries and small factories.

The Chairman requested AID assistance in preparing
data for three project proformas for BSCIC to submit to the
government and to donor agencies. These are in micro
industries cvedit, women's industries and entrepreneurship,
and training. In response, the AID PSC Consultant in SCI
organized three committees. These three committees have
produced three reports. The committee members included
both BSCIC and AID personnel and relevant local outsidars
having special skills and knowledge. This exercise was
completed in summer, 1981, and should result in BSCIC
project proformas in th=2se three or in relzated areas. USAID
has been requested to consider funding two of them. Project
development and pilot activities in BSCIC may proceed with
funds from Component Il of this project, with full implementa-
tion to follow from a future project yet to be designed.



APPENDIX J

OTHER DONOR ACTIVITIES

A. IDA (WORLD BANK)

1. First Small Scale Industries Project

An IDA loan of $3 million was made in 1970 to Pakistza
and reactivated to Bangladesh in 1973. It ended in 1977, and
financed 28 industrial projects, mostly m=dium scale indus-
tries located in major cities.

2. Second Small Scale Industries P:oject

ICA II was for $7 million, begun in S:ptember, 1980,
The funds were all committed by the banks by June 30, 1980
and financed 146 subprojects. Loans were handled through
Janata and Sonali banks, which, throug!: IDA encouragement,
have established strong small scale industry departments.
BSCIC served as Consultant to the banks for 18 months, but
phased out as planned. A component of (DA II was for
Bangladesh Handicraft Marketing Association {BHMC), a
subsidiary of BSCIC, for jute, bamboo, and cane handicrafts;
export of these handicraft items by BHMC doubled during
this project.

3. Third Small Scale Industries Project

The proposed IDA III will be for $35 million, including
$30 million for loans through commercial tanks to small
industries, and $5 million for techniczl services and projects
through cther government agencies.

a. Loans through Banks

In addition to Janata and Sonali banks, which
handled IDA 1II, Agrani and Shilpa banks will participate in .
this project, and all will be assisted in improving their
capacity to evaluate applications and administer small industrial
loans. Interest will be at 13 percent with participating
banks remunerated by spreads of é to 8 percent. An
average of 70 percent of the cost of each sub-project may
be financed, and the participating bank may be refinanced
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up to 100 percent by the Bangladesh Bank. A guarantee
scheme by the Bangladesh Bank will cover 70 percent of
subloans under Tk. 500, 000 and 50 percent of larger
subloans. Maximum size of a subloan will be Tk. 3
million.

b. BSCIC

IDA has encouraged BSCIC to improve its promotion
and extension capacity, and the draft plan includes deploy-
ment of 80 extension and technical staff in the BSCIC
District Offices during the three years the project will
run. These officers are to be supported by a continuous
training program, more responsive BSCIC management
by use of the District Manager's office, and a system of
rewards to encourage strong pr.rformance. These
expenses are to be borne by BSCIC (and in fact are being
incorporated into the scheme to convert the BSCIC district
offices in District Industries Centers (DICs} after the
pattern in India).

Under IDA III, BSCIC is to receive $1.47 million
for use as follows;

1) $670, 000 for subsector development. BSCIC is

to reorganize its promotion activities so as to provide
special technical assistance in four areas: light engineering
with emphasis cn agricultural implements, agro-
processing of fruits and vegetables, wood working,

and garments making. A cell will be set up within

BSCIC for providing services in each of these areas.

2) $600, 000 for investment in pilot projects. BSCIC

will collaborate with private entrepreneurs to set up
plants for testing new lines of products and demonstrating
project viability, to be disinvested when successful.

3) $200, 000 for 2 sub-contracting exchange.

IDA is also considering sponsoring trzining of 144
extension officers for the BSCIC district centers, to be trained
in India, Philippines, and Bangladesh. This training will be
in management and small industries extension services ( as
opposed to cottage industries extension }.
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c. Institute of I.eather Technology

$1. 63 million will be given to this institute for
assistance to private tanneries, particularly in upgrading
the technology so finished leather will be available locally
for production of better quality and exportable leather
goods.

d. Export Promotion Bureau

$800, 000 will be given to the EPB to fund practical
consultancy services to assist exporters in product
improvement and to finance trips abroad and sales fairs.
Of the $25 million allocated for loans through commercial
banks, $1 million is to be reserved for handicraft
exporters and related manufacturers.

e. Integrated Rural Development Program

Of the sum allocated for loans through commercial
banks, $1 million is reserved for IRDP development of
bee keeping, goat rearing, poultry, and fish ponds, in
selected thanas; $30, 000 is also to be available for
technical assistance.

£, Planning Commission Study

$400, 000 is to be available for a series of studies
under the Planning Commission. These studies may be
carried out in about 35 thanas to identify feasible local
industries and develop local area industry promotion
plans. The studies will identify goods and services in
demand, assess market potential for new product lines,
move quickly to develop concrete project profiles, and
assess existing and needed policy.

g. Miscellaneous

Further sums of $260, 000 for training of bank
personnel and $470, 000 unallocated, are in the project.
The BDG and implementing agencies are to contribute
$1. 92 million to the total IDA II project, while the input
of private sponsors to the projects receiving subloans
is estimated at $13. 08 million; total project is estimated
at $50 million. The project is to last for three years.
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4) Industrial Promotion and Development
Company of Bangladesh (IPDC)

Through the International Finance Corporation (IFC),
the World Bank may undertake a joint development effort
with Industrial Promotion Services, S, A. (IPS-Switzerland),
the Agha Khan Foundation, German Development Cor-
poration, Commonwealth Development Corporation and
the BDG. A public limited company (IPDC) with initial
share capital of $6 million (equivalent) would be created
to carry out investment promotion, financing, and
business advisory activities in Bangladesh. The company
plans to invest its initial capital ($6 million) in 15 to 20
companties over a five year period. The investments will
be oriented towards expansion of medium scale enterprises
and new large scale enterprises including joint ventures
with foreign technical partners.

5) Textile Sector Assistance

In March 1981, a World Bank team visited Bangladesh
to investigate potentials and design a program of assistance
to the textile sector. Preliminary indications are for a
balancing, modernization and rehabilitation (BMR) activity
for 15 BTMC mills, raw cotton and mill spare parts
imports, and technical assistance for the BTMC marketing
cell and a reorganization study. A second and third
stage may follow-on these activities, which are as yet
in the early stages of definition. No involvement with
the BHB is presently planned.

6) Shilpa Bank Credit

A second loan ($50 million equivalent of Special
Prawing Rights) to the Shilpa Bank was negotiated in
March, 1981. The funds will be used for import of
industrial raw materials and commodities.

Asian Development Bank

The ADB approved a loan of $25 million to Bangladesh

Shilpa Bank, of which $4 million is reserved for small scale
industries; this took effect from June, 1979. Most of the
loans go for larger modern-type small industries.



C. UNICE¥

Several UNICEF projects have a2 component for assisting
industries, especially for poor women and their families. A
grant of $456, 000 to the Bangladesh Women's Welfare and
Rehabilitation Foundation for two years includes funds for
training in village industries. A grant of $90, 000 to IRDP
and the Women's Cooperative Foundation working together in
20 thanas, includes some funds for use for handicraft develop-
ment. There are also agro-industry projects, such as
development of 2 grain thresher., Some women have been sent
India to learn and observe textile printing.

D. ILO (through UNDP)

1. Cottage Industries Development

This project, costing $850, 339, is to be implemented
through BSCIC. It grew out of an earlier study made ILO
Consultant Vince Austin. The project specifies development
of BSCIC extension for cottage industries in two districts,
to be selected. It specifies concentration in 5 {(or 7) types cf
village industries, There are to be 40 temporary village-
level workers, 10 BSCIC-trained staff, and 10 extension
officers. The project is to be implemented from about
February, 1981, and will last two years. It will test BSCIC's
capacity to develop cottage industry extension. The BSCIC
Chairman intends to modify the project to be consistent with
overall present policy in BSCIC and its long range plans as
outlined under component III of this project paper.

E. NORAD (Norway)
1. Credit

An agreement has been negetiated with Rangladesh Bank
to set up a2 Refinancing Fund for SCI for which NORAD will
give about $2 million. This will refinance loans given by
Janata and Sonali Banks, in two districts to be determined.
The loans shall not exceed 25, 000 taka and should average
10, 000 taka. Normal bank procedures will be followed,
and interest will be 13 percent with commercial banks paying
2 percent to the Bangladesh Bank on the amount refinanced.



J-6

Another agreement has been negotiated with the Bangla-
desh Bank for a District Development Fund for Shilpa Bank
for making loans in rural areas and for enhancing growth of
SCI in particular. Loans from this fund shall be subordinate
to Shilpa Bank loans to the same projects, and shall not cover
more than 50 percent of the cost of each project. Maturity
will not exceed 15 years. Shilpa Bank shall pay 3 to 6 percent
interest on funds drawn from this fund.

2. Women's Training

NORAD has financed the buildings and some staff and
training for 14 centers for the Jatiya Mzhila Sangstha. These
centers are to give training to women in weaving, sericulture,
and other industries. It has been found that training by itself,
without assistance in marketing, getting raw materials, and
capital, produces little economic improvement, so project
modification plans includes providing extension assistance
in setting up village industries.

F. SWISS PEVELOPMENT CORPORATION

1. Sertculture

A 3-year bilaterzl project in sericulture began in August,
1978, with 2 budget of 2. 07 million Swiss francs {or the donor
contribution. The project is implemented by the Sericulture
Board, in Rajshahi, under the Ministry of Textiles. The
purpose is to improve silkworm breeds and mulberry varieties,
develop sericulture as & household industry, assist research
and training, and bring in technical assistance from India.

The project is to assist 3, 000 small farmers and landless
families.

2. Diesel Pump Maintenance

This project is funded by the Swiss Development Corpora-
tion through ILO and implemented through BADC. The
objectives are to set in place a system of repair and maintenance
of agricultural diesel pumps, and training of repairmen.
Training is offered to 3, 500 mechanics and 52, 000 pump
operators, besides 1, 200 store-keepers and 600 machine shop
operators, The donor contribution is 3.5 million Swiss francs.



3. Viliage Industries

A project in family and village development is funded
through International Union for Child Welfare working in
cooperation with the Socizl Welfare Department, for assistance
to the genuinely poor in 40 thanas. Donor contribution is
3 million Swiss francs. The project includes an interest-
free loan scheme combined witn technical advice and
marketing acsistance for such enterprises a2s blacksmithy,
rickshaws, rice husking, and jute and other handicrafts.

ILoan repayment goes into a revolving fund managed by a
village committee.

G. SIDA (Sweden)

1. Vocational Training

SIDA has 2 major program to build and equip the
Vocationzl Teachers Training Institute at Eozra and to equip
the 35 trade schools run by the Ministry of Education. The
program ran from 1976-8! and is being e::tended by two
years; totzl coct ic 60 million krorer (§16 million). The
program includes building of the campus in Bogra, training
of 8 chief instructors in Zngland, development of cirricula
at the Institute and in the trade schools. and installation of
new equipment in all the trade schools.

2. Export Promotion Bureau

SIDA is furnding staffing and training at the Export
Promotiorn Bureau, including posting of some experts from
other Asian courtriec. The program is funded through the
International Trade Corporation in Geneva, and started in
1977; the buaget is for 12 million kroner {$2 million). One
of the functions taken up by the Export Promotion Bureau
recently is Banglacraft, an association of handicraft
exporters.

H. NETHERLANDS

There is 2 plan for a rural development project in
Kushtia District, tzccd on an anthrcpoligical local study.

The plan includes development of village industries. It
has not teen finalized.



1 JICA {(Japan)

JICA undertook a study of small scale metal and agro-
related industries in 2 few selected areas. It pointed out many
problem areas in small metal industries, such as poor
technology, lack of sub-contracting, mistrust in business,
and very high prices of raw materials because of shortages
and high duties. The report has been adapted by BSCIC into
a project proforma, 'Integrated Small Metalworking Industries
Development!'', which calls for 2 Product and Prototype
Center (probably to be in Joydebpur), and a center for metal-
work production and repair, or light engineering, in each
thana in the country. Also called for is a credit system
(possibly with IDA funding), a sub-contracting system, a
patent and registration design system, establishment of
industrial standards, and improved raw material allocation.
This project is proposed to cost $100 million, and JICA has
agreed to discuss it with the Government.

J. DANIDA (Denmark)

DANIDA is operating a wide-ranging rural development
project in Noakhzli District. Included in it is a compoenent
for rural industries, costing $513, 000 for 3 years, which
will now be extended for 2 more years. Activities include
service facilities centers, 2 waste-oil burning pottery kiln,
and coconut husking machines. The industries projects
are implemented with BSCIC; 36 extension workers are to
be placed, and the budget includes study tours of other Asian
countries for the bamboo and coir industries. Loans to
artisams are available through Janata Bank, and products are
to be marketed through Karika, an a2pex cooperative.



APPENDIX K

IMPLEMENTATION SCHEDULES

The chart on the following page outlines the five year
implementation plan of Component 7, No plan is
suggested for Component II because of uncertainty in sub-project
selection and design detail.

Major pre-implementation actions include the following:

1. USAID project approval May 1, 1981
2. Mission cupport {PSC) July 198!
documentation/search begun

3. AID/W project anproval August 1981

4. Mission funding authorization August 1981

5. Project agreements signed September 1981
6. Initial conditions met September 1981
7. Mission support (PSC) November 1981

consultant contracted.

The 5 year schedule which follows begins in September,
1981. Any acticns begun previous to that date, i.e. during
MIDAS preliminary phase, are marked by an asterisk.
Numbers shown in the year/month columns represent
number of persons employed , activities undertaken, issues
of a journal published, etc. For example, item 4 of the
chart shows that 4 professionals will be employed by MIDAS
in staff positions during the period 9/81 to 12/81, with 9
more employed between 8/82 and 2/83 and one more in
September or October of 1983.
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II.

III,

1v.
VI.
VII.
VIII,

1X.

Professional Personnel
Salaries(Tk.3000 to 8000/mo)
Benefits (40%)

Sub~Total

Support Staff
Salariee(Tk.600 to 4000/mo)
Benefits (40%)

Sub~Total

Consultants (expatriate)
Evaluation (1)
Long-term (2)

Sub~total

Office Operations (3)
Reference Materials (4)
Office Equipment (5)
Office Furnishings (6)
Client Support
Regional & Local Consultants
Training
Grant/Loan Funds
Equity Paxticipation Funds
Sub-Total

Contingencies (10%)
Total Direct Costs

Indirect Costs
TAF Overhead (7)
CRAND TOTAL (Rounded)

APPENDIX G
MIDAS FINANCIAL PLAN

. ’ 63) 68)
AID AlD AID A1D Non-Al ALD Non-Al
Year 1 Year 2 Year 3 Year 4 VYear 4 Year 5 Year 5
13,400 44,300 55,900 60,700 6,700 60,600 20,200
5,400 17,700 22,400 24,300 2,700 24,200 8,100
18,800 62,000 78,300 85,000 9,400 84,800 28,300
10,300 18,700 24,800 26,800 3,000 26,800 8,900
4,100 1,500 9,900 10,700 1,200 10,700 3,600
14,400 26,200 34,700 37,500 4,200 37,500 12,500
33,300 40,300
62,000 189,400 104,500
62,000 189,400 137,800 40,300
12,200 21,000 31,100 41,100 4,600 45,400 15,200 -
7,000 6,000 7,200 7,800 900 7,800 2,600
6,800 24,000
200 3,500
25,000 50,000 75,000 90,000 10,900 93,800 31,200
10,000 20,000 36,000 4,000 454,000 15,000
100,000 150,000 225,000 350,000 300,000
¢ 25,000 150,000 100,000
125,00u 235,000 470,000 576,000 14,000 437,800 46,200
24,600 56,700 75,900 74,700 3,300 65,400 10,500
271,000 623,800 835,000 822,100 36,470 719,000 115,300
183,800
455,000 624,000 835,000 822,000 36,000 719,000 115,000

Total Totgg) Grand

AlD Non-AID Total
234,960 26,900 261,800
94,000 10, 800 104,800
328,900 37,700 366,600
107,400 11,900 119,300
42,900 4,800 47,700
150,300 16,700 167,000
73,600 73,600
355,900 355,900
429,500 429,500
150,800 19,800 170,600
35,800 3,500 39,300
30,6800 30,800
3,700 3,700
333,800 41,200 375,000
110,000 19,000 129,000
1,125,000 1,125,000
275,000 275,000
1,843,800 60,200 1,904,000
297,300 13,800 311,100
3,270,900 151,700 3,422,600
183,800 183,800
3,455,000 151,000 3,606,000

Footnotes: Total of six person . months;

and periodical sybscriptions;
(6) Desks, almirahs, chairs, tables, and shelves;

(2) Total of 48 person months - one consultant hired locally and one 18 foreign (probably U.S.)
hire; (3) Rent, utilities, telephone, supplies, printing & reproduction, postage, and staff transport & perdiems; (4) Books

(8) See footnote to Table 2, Section II.A of PP.

(5) Typewriters, duplicating machine, 2 vehicles, photograph machine, fans, and calculators;
{7) 45.3X Program Operating Expenses & 15.5X Grants and Adaministration;



APPENDIX L

PROJECT DESIGN SUMMARY
LOGICAL FRAMEWORK

Project Title & Number: Rural Industries I Project (388-0042)

Life of Project

From FY 81 to FY 85
Total U. S, Funding $5, 000, 000
Date Prepared; 7/30/81

NARRATIVE SUMMARY

OBJECTIVELY VERIFIABLE INDICATORS

MEANS OF VERIFICATION

IMPORTANT
ASSUMPTIONS

Program or Sector Goal: The broader
objective to which this project
cor tributes:

To reduce under and unemployment
anc¢ increase productivity and
reel incomes of rural poor.

Measures of Goal Achievement;

MIDAS sub/grants & loans directly effect
employment & incomes of 50, 000 plus

increase in income & employment to thousands
in 30 industry types serviced through MIDAS
assisted clicnt agencies. Combined employment
and income increases for 15000 through

various component 2 sub-projects.

MIDAS success indicated

by extent and rate of
increase of demand for

MIDAS services, periodic

project evaluations and
client sub-project
evaluations, Loan
utilization records and

sub-project evaluations.

Assumptions for
achieving goal
targets;

Increased activity in
traditional and new
product rural indus-
tries and improved
procurement, credit
and marketing system
will open new markets
and total demand for
producis will allow
continued expansion

of economically
viable rural industries.
BDG maintains or
creates policies which
favor local small-
industry production
over imported

or large-scale
production.




2rojict Purposae:

To develop mechaniams for
promoting rural industries
in Bangladesh,

>e

Conditions that will indicate
purpose has been achieved:
End of project status,

I'. Through MIDAS assistance,
NGOs increase scope and quality
of services to rural industries.

2, Atleast ] replicable approaéh to
sector expansion defined,

Client agency recorde,
USAID spot visits,
MIDAS reports and
evaluations,

Sub-project evalua-
tions and subeequent
digcussions with
BDG.

Assumiptions for achieving
purpose:;

MIDAS services are of high
quality, NOGs have necessary
skille and funding to expand
rural industrial activities.

BDG overall attitude towards
rural industries sector
encourages develupment

and replication of new
approaches.

Outpr ts:

I. MIDAS established, opera-
tional and providing full range
of gervices,

2. Filot projects for sector
development carried out,

Magnitude of Qutputa:

1. a. MIDAS legally established as
Bangladesh enterprise by end of st
project year 1, b.Minimum targets
defined Table 2 met,

2, At least three pilot projects
testing new approaches or products
completed by end year 5,

MIDAS and client
agency recHrds.
USAID and 3ub-project
reports.

Assumptions for achieving
outputs;

BDG remains receptive to
MIDAS concept, MIDAS
organizational structure and
slaff levels are appropriate for
providing the planned scrvices.
Client agency demand exist
BDG agenciee come forward
with well designed proposals
for pilot projects.

Inputs:
See Budget Tables

Implementation Target (Type and
Quantity)
Sce Budget Tables

USAID, BDG rccords.

Assumptions for providing
inputs:
USAID and BDG are able to

provide all inputse in a timely
fashion and at level as agreed

upon.



APPENDIX M

STATUTORY CHECK LIST
5C(l) - COUNTRY CHECK LIST

General Criteria for Country Eligibility

FAA Sec. 116. Can it be demonstrated : Yes, it can be so
that contemplated assistance will directly demonstrated.
benefit the needy? If not, has the Depart-

ment of State determined that this govern-

ment has engaged in a consistent pattern
of gross violations of internationally
recognized human rights?

FAA Sec. 481. Has it been determined : No. Department of
that the government of recipient country State has not so
has failed to take adequate steps to determined.
prevent narcotics drugs and other con-

trolled substances (as defined by the

Comprehensive Drug Abuse Preven-

tion and Control Act of 1980) produced

or processed, in whole or in part, in

such country, or transported through

such country, from being sold iliegally

within the jurisdiction of such country

to U.S. Government personnel or

their dependents, or from entering the

U. S. unlawfully?

FAA Sec. 620(c). 1If assistanceisto : Yes
a government, has the Secretary of State
determined that it is not controlled by

the international Communist movement?

FAA Sec. 620(c). If assistance istoa : No
government, is the government liable

as debtor or unconditionzl guarantor

on any debt to a U, S, citizen for goods

or services furnished or ordered where

(2) such citizen has exhausted available

legal remedies and (b) debt is not denied

or contested by such government?
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FAA Sec. 620{e)(l). If assistance is to: In 1972 the BDG

a government, has it (including govern- nationalized five firms
ment agencies or subdivisions) taken any which were fully or

action which has the effect of nationalizing, partizlly owned by U.S.
expropriating, or otherwise seizing owner- entities. The BDG has
ship or control of property of U. S, citizens announced a compensa-

or entities beneficially owned by them tion policy and is taking
without taking steps to discharge its obliga- steps to discharge its
tions toward such citizens or entities? obligations toward U, S.

citizens and entities.

FAA Sec. 620(a), 620(f) 620D, App. Act: a. No

Is recipient country 2 Communist country?

Will assistance be provided to Afghanistan,

Angola, Cambodia, Cuba, Laos, the Socialist

Republic of Vietnam or Syria? Will assis- b. No

tance be provided to Mozambique without a

waiver? c. Not applicable.

FAA Sec. 620(i). Is recipient country in

any way involved in (2) subversion of, or a. No
military agressinn against, the United

States or any country receiving U, &,

assistance, or (b) the planning of such b. No
subversion or aggression?

FAA Sec. 620(j). Has the country permitted,

or failed to take adequate measures to No
prevent, the demage or destruction, by mob
action, of U. S, property?

FAA Sec., 62011}, 1f the country has failed: OPIC bilateral

to institute the investment guaranty agreement was signed
program for the specific risks of expropria-January 15, 1975.
tion, inconver ability or confiscation, has

the AID Administrator within the past

year considered denying assistance to such

government for this reason?

FAA Sec., 620{c). ¥ishermen's Protective Not applicable.

Act of 1967, as amended, Sec. 5. If
country has seized, or imposed any penalty
or sanction against, any U, S, {ishing
activities in international waters:
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a. has any deduction required by the
Fishermen's Protective Act been made?

b. has complete denial or assistance besn
considered by AID Administratnr?

FAA Sec. 620; App. Act.

(z) Is the government of the recipient
country in default for more than six monaths
o.a interest or principal or any AID loan to
the country?

(b) Is country in default exceeding one year :
on interest or principal on U, 8, loan under
program for which App. Act appropriates
funds?

FAA Sec, 620(s). If contemplated assistance:
is development loan or from Economic
Suppoert Fund, has the Administrator taken-
into account the percentage of the country's

budget which is for military expenditures, the

amount of foreign exchange spent on military
equipment and the amount spent for the

-purchase of sophisticated weapons systems?

(An affirma‘ive answer may refer to the
record of the annual ""Taking into Considera-~
tion' memo: ""Yes, tzken intc account by

the Administrator at time of Agency OYB.
The approva! by the Administrator of the
Operational Year Budget can be the basis
for an affirmative answer during the fiscal
year unless significant changes in circum-
stances occur. )

FAA Sec. 620 (t). Has the country served :
diplomatic relations with the Uniced States?
iIf so, have they been resumed 2nd have

new bilaterzl assistance agreements been
negotiated and entered into since such
resumptiocn?

No

Not applicable.
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FAA Sec. 620{(u). What is the payment :
status of the country's U, N, obligations?

If the country is in arrears, were such
arrearages taken into account by the

AID Administrator in determining the
current AID Operational Year Budget?

FAA Sec. 620A, App. Act.; Sec. 607. Has
the country granted sanctuary from prosecu-
tion to any individual or group which has
comitted an act of international terrorism?
Has the country granted sanctuary from
prosecution to any individual or group

which has committed a War crime?

FAA Sec. 666, Does the country object, :
on basis of race, religion, national origin

or sex, to the presence of any officer or
employee of the U.S. there to carry out
economic development program under

FAA?

FAA Sec. 669, 670. Has the country, after :
August 3, 1977, delivered or received
nuclear enrichment or reprocessing
equipment, materials, or technology, without
specified arrangements or safeguards? Has
it detonated a nuclear device after August 3,:
1977 although not a2 ‘'nuclear-weapon State'"
under the nonproliferation treaty?

Funding Criteria for Country Eligibility

Development Assistance Country Criteria

a) FAA Sec. 102(b)(4). Have criteria been :
established and taken into account to assess
commitment progress of country in effectively
involving the poor in development. On such
indexes as: (1) increase in agricultural
productivity through small farm labor inten-
sive agriculture, {2) reduced infant mortality,
(3) control of population, (5) reduction of
unemployment, and (6) increased literacy.

Not in arrears

No

No

No

No

Yes
Yes
Yes
Yes
Yes
Yes
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b) FAA Sec. 104(d). If appropriate, is this : Not applicable.
development (including Sahel) activity

designed to build motivation for smaller

families through modification of economic

and social conditions supportive of the

desire for large families in programs such
as education in and out of school, unutrition,
diseass control, maternal and child health
services, agricultural production, rural

development, assistance to urban poor and

through communi:v-based development =
programs wkich give recognition to people

motivated to limit the size of their families,

Economic Support Fund Country Criteria

a) FAA Sec 502B. Has the country engaged : Not applicable.

in 2 consistent pattern of gross violations of
internationally recognized human rights or
made such significant improvements in its
human rights record that furnishing such
assistance is in the national interest?

b) FAA Sec. 533(b). Will assistance under: Not applicable.
the Southern Africa program be provided to

Mozambique, Angola, Tanzania, or Zambia?

If so, has President waived the prohibition

against the assistance by determining that
such assistance will further U, S, foreign
policy interests?

c) FAA Sec. 609. If commodities are tobe
granted so that sale proceeds will accrue
to the recipient country, have Special
Account {counterpart) arrangements been
made?

Not applicable.

d) App. Act. Will assistance be provided : No
for the purpose of aiding the efforts of the
government of such country to repress the
legitimate rights of the population of such

country contrary to the Universal Declaration

of Human Rights?
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e) FAA Sec. 620B, P. L. 94-32G, Sec. 406. : Not applicable.
Will ESF be furnished tc Argentina or Chile?

5C(2) - PROJECT CHECK LIST

GENERAL CRITERIA FOR PROJECT

App. Act; FAA Sec. 634A; Sec. 653(b).

(2) Describe how 2uthorizing and appropria-: (a2) A congressional

tions Comrnittees of Senate and House have Notification Document
been or will be notified concerning the project; will be prepared and
(b) is assistance within (Operational Year transmitted to

Budget) country or international organization Congress.
allocation reported to Congress (or not more
than $1 million over that figure)? (b} Yes

FAA Sec. 6l1(a){l). Prior to obligation in

excess of $100, 000, will there by (2) engineer+ Yes
ing, financizl, and other plans necessary to

carry out the assistance and (b) 2 reason- : Yes
ably firm estimate of that cost to the U, S,

of the assistance?

FAA Sec. 611(a)(2). If further legislative No further legisla-
action is required within recipient country, tive action is

what is basis for reasonable expectation needed.

that such action will be completed in time

to permit orderly accomplishment of

purpose of the assistance?

FAA Sec. 611(b); App. Act. If for water : Not applicable.

or water-related land resource construction,
has project met the standards and criteria
as per the Principles and Standards for
Planning Water and Related Liand Resources
dated October 25, 19737

FAA Sec. 6l1l{e). If project is capital + Not applicable.

assistance {e.g., construction), and

211 U.S. a2ssistance for it will exceed

$1 million, has Mission Director certified
and Regional Assistant Administrator taken
into consideration the country's capability
effectively to maintain and utilize the project?
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FAA Sec. 209. 1Is project susceptible of :

execution as part of regional or multi-
lateral project? If so why is project not

so executed? Information and conclusion
whether assistance will encourage regional
development programs.

FAA Sec. 6Cl(2). Information and :

conclusions whether project will encourage
efforts of the country to:

(2) increase the flow of international trade;
(b) foster private initiative and competition;
(c) encourage development 2nd use of co-
operatives credit unions, and savings and
loan associzations; (d) discourage moenopolistic
practices; (e) improve technical efficiency

of industry, agriculture and commerce;

and (f) strengthen free labor unions.

FAA Sec, 601(b). Information and :
conclusion on how project will encourage
U.S. private trade and investment abroad
and encourage private participation in
foreign a2ssistance programs (including

use of private trade channels and the
services of U, S. private enterprise).

FAA Sec. 612(b); Sec. 636(h). Describe :
steps taken to ensure that, to the maximum
extent possible, the country is contributing
loczl currencies to meet the cost of contract-
ual and other services, and foreign curren-
cies owned by the U,S. are utilized to meet
the cost of contractual and other services.

FAA Sec. 612(d). Doesthe U.S., own excess

foreign currency of the country and, if so, :
what arrangements have been made for its
release?

FSS Sec. 601(e). Will the project utilize :

competitive selection procedures for the
awarding of contracts, except where

No

Yes, the project

will foster private
initiative and com-
petitipn. It will
discourage monopolis~
tic practices and it will
improwve the technical
effictency of industry,
agriculture and
commerce.

Activities under
component II of Project
may directly encourage
joint ventures and
investment by U, S,
private sector.

The host country
contribution for
component II should
be 2 significant
percentage of the
local currency costs.

No

Yes

applicable procurement rules allow otherwise?
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App. Act. If assistance is for the : Not applicable.
production of any commodity for export,

is the commodity for export likely to

be in surplus on world markets at the

time the resulting productive capacity

becomes operative, and is such assis-

tance likely to cause substantial injury

to U. S, producers of the same, similar or

competing commodity?

FUNDING CRITERIA FOR PROJECT

Development Assistance Project Criteria

a) FAA Sec. 102(a); 111; 113; and 28la. : (a) All are included
Extent to which activity will (2) effectively in the project purpose
involve the poor in development, by exten- and design.

ding access to economy at local level

increasing labor-intensive production (b) The project will
and the use of appropriate technology, assist development
spreading investment out from cities to of cooperatives and
small towns and rural arezs, and insuring encourage democratic
wide participation of the poor in the private institutions.
benefits of development on 2 sustained basis

using the appropriate U, S, institutions; (c) The project will
(b) help develop cooperatives, especially decrease reliance on
by technical assistance, to assist rural imported commodities
and urban poor to help themselves toward through import

better life, and otherwise encourage substitution.
democratic private and local governmental

institutions; {(c) support the self-help (d) Women's uplift

efforts of developing countries; (d) promote through employment
the participation of wocmen in the national opportunities will be

economies of developing countries and encouraged in all

the improvement of women's status; and development schemes.
(e) utilize and encourage regional

cooperation by developing countries? {e) Technical assis-

tance may potentially
be drawn from Indian
and other regional
government institu-
tion(s).
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b) FAA Sec. 103, 103A, 104, 105, 106,
107. Is assistance beign made available:
(include only appliczble paragraph which
corresponds to source of funds used. If
more than one fund source is used for
project, include relevant paragraph for
each fund source).

(103 for agriculture, rural development

or nutrition; if so, extent to which

activity is specifically designed to increase
productivity and income ol rural poor;

(103A) if for agricultural research is full
account taken of needs of small farmers and
extencive use of field testing to adapt basic
research to local conditions shall be made

(b) extert to which assictzance is used
coordination with efforts carried out under

Sec. 104 to help improve nutrition of the

people of developing countries through
encouragement of increaced production of

crops with greater nutritional value, improve-
ment of planning, research and education with
respect to nutrition, particularly with reference
to improvement and expanded use of indigenously
produced foodstuffs; and the undertaking of pilot
or demonstration programs explicitly addressing
the problem of malnutrition of poor and vulnerable
people; arnd (c) extent to which activity increases
nationzal food security by improving food policies and
management and by strengthening national food
reserves, with particular concern for the needs
of the poor, through measures encouraging
domestic production, building national food
reserves, expanding available storage facilities,
reducing post harvest food losses, and improving
food distribution.

(104) for population planning under Sec. 104(b)
or health under Sec. 104(c); if so, extent to
which activity emphasizes lowcost, integrated
delivery systems for health, nutrition and
family planning for the poorest people, with
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particular attention to the needs of mothers
and young children, using paramedical and
auxiliary medical personnel, clinics and
health posts, commercial distribution
systems and other modes of community.
resegrch,

(105) for education, public administration,

or human resources development; if so,
extent to which activity strengthens nonformal
education, makes formal education more
relevant, especially for rural families and
urban poor, or strengthens management
capability of institutions enabling the poor to
participate in development; and (b) extent

to which assistance provides advanced
education and training of people in developing
countries in such disciplines as are required
for planning and implementation of public and
private development activities.

(106) For techniczl assistance, energy,
research, reconstruction, and selected
development problems; if so, extent activity

is:

(1) (2) concerned with data collection and
analysis, the training of skilled personnel,
research on and development of suitable

energy sources, and pilot projects to test

new methods of energy production; and (b)
facilitative of geological and geophysical survey
work to locate potential oil, natural gas, and
coal reserves and to encourage exploration

for potential oil, natural gas, and coal reserves.

(ii) techniczl cooperation and development,
especially with U. S, private and voluntary,
or regional and international development,

organizations;

(iii) research into, and evaluation of economic
development processes and techniques;
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{iv} reconstruction aifter nztural or man mzade

N

Cisaster:

(v} 1ior specizl development problems, and
to enable proper utilization of earlier U. S,
infrastructure, etc., assistance;

0

grams of urban development,
maealler labor-intensive enterprises,
marketing steras, and financizl or other
institutions tc help urban poor participate in
economic and social development.

(vi) fcr pr
especially

C)

v

T
s
-
-

c) (107) iz zporopriate effort placed on use : Yes
of apprcprizie technologyv? (relatively

smaller, cost sz2ving, l2bor using technolo-

gies that zre gecnerally most appropriate

for the sml. sarme, smaii businesses, and

smzll incomes ci the poor).

d)Y TAA Sec. 11C0{z2). Will the recipient
country provide a2t least 25 percent of the

.e

Satisfizd
costs of the program, project, or activity
with respect to which the assistance is to
be turnished {cr has the latter cost-sharing
requiremen® been waived for 2 ''relatively
least-developed! country }?
e) IaA Sec., 1:0B). Will grant cepital : Country is
2ssistance be cisbursed for roject over Vrelatively least
more oL 3 }'Ea"i? if sc, has justification developed. !
satisfactory 1o Congress been made, and
effcrtc for other fin ncing, or is the

recipient countryv "relatively least

developed'?
f) FAA Sec. 281(b). Describe extent to : Project will utilize
which proer>m racnonizec the narticular 1nczl lzbor in
needs, desires, and capacities of the training and con-
people of thz country; utilizes the country's tracting when avail-

intellectuzl resources 1o encourage institutionzal 2ble, jointly with
development*; and supports civil education 2nd expatrizate technical
uired for effective partici- a2ssistance, to en-
pation in governmental znd political processes courage growth
esse~tizl to self-government. L2 self-help capzbi-

iity and generzal
developmen® theory awareness.

training irn cki:ils reqg
£y
("
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g} FAA Sec. 122 (b). Does the activity
give reasonable promise of contributing

to the development of economic resources,
or to the increase of productive capacities
and self-sustaining economic growth?

Development Assistance Project Criteria
(Loans Only)

2) FAA Sec. 122(b). Information and
conclusion on capacity of the country to
repay the loan, at a reasonable rate of

interest.

b) FAA Sec. 620(d). 1f assistance is for
any productive enterprise which will com-
pete with U, S. enterprise, is there an
agreement by the recipient country to
prevent export to the U,S. of more than
20 percent of the enterprise's annual
production during the life of the loan?

Project Criteria Solely for Economic
Support Fund

a) FAA Sec. 531(z2). Will this assistance
support promote economic or political
stability? To the extent possible, does

it reflect the policy directions of

Section 1027?

b) FAA Sec. 533, Will assistance under
this chapter be used for military, or

paramilitary activities?

5C(3) - STANDARD ITEM CHECK LIST

Procurement

FAA Sec. 602. Are there arrangements to
permit U, S. smaz2ll business to participate
equitably in the furnishing of commodities

and services financed?

(1]

"

Yes

Not applicable.

Not applicable.

Not applicable.

Not applicable.

Yes
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FAA Sec. 604(2). Will all procurement be
from U.S. except as otherwise determined
by the President or under delegation from
him?

FAA Sec. 604(d). If the cooperating
country discriminates against U.S. marine
insurance companies, will commodities

be insured in the United States against
marine risk with company or companies
authorized to do 2 mzrine insurance
business in the U, S. ?

FAA Sec. 604(e). If offshore procurement
of agricultural commodity or product is
to be financed, is there provision against

such procurement when the domestic price
of such commeodity is less than parntr?

FAA Sec. 608(a). Will U,S. Government

excess personal property be utilized
wherever practiceble in lieu of the
procurement of new items?

FAA Sec. 603. (2) Compliance with :
requirement in Section 901(b) of the
Merchant Marine Act of 1936, as amended,
that at least 50 per centum of the gross
tonnage of commodities (computed
scparately for dry bulk carriers, dry cargo
liners, and tankers) financed shall be
transported on privately owned U. S,

flag commercial vessels to the extent that
such vessels are available at fair and
reasonable rates.

FAA Sec. 621. If technical assietanece ic .
financed, will such assistance goods and
professional and other services from
private enterprise, be furnished on a
contract basis? I the facilities of .
other Federal agencies will be utilized,

Yes

Project Agree-
ments will so
provide.

Not applicable.

Project Agree-
ments will so
provide.

Ves

Not applicable.
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are they particularly suitable, not
competitive with private enterprise, and
made available -rithout unduz interference
with domestic programs?

International Air Transport, Fair
Competitive Practices Act, 1974.

If air transportation of persons or property
is financed on grant basis, will provision
be made that U.S. flag carriers will be
utilized to the extent such service is
available?

App, Act. Does the contract for procurement

contain a provision authorizing the termina-:

tion of such contract for the convenience of the

United States?

Construction

FAA Sec. 601(d). If a capital (e.g.,
coanstruction) project, are engineering and
professional services of U, S, firms and
their affiliates to be used to the maximum
extent consistent with the national interest?

FAA Sec. 611l(c). If contracts for construc
tion are to be financed, will they be let on

a competitive basis to maximum extent
practicable?

FAA Sec., 620(k). If for construction of
productive enterprise, will aggregate
value of assistance to be furnished by the
U.S. not exceed $100 million?

QOther Restrictinre

FAA Sec. 122(e). If development loan, is

interest rate at least 2 percent per annum
during grace period and at least 3 percent
per annum thereafter?

X}

(Y]

Yes

Yes

Not applicable.

Not applicable

Not applicable,.

Not applicable.
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FAA Sec. 301(d). If fund is established : Not applicable.
solely by U.S. contributions and adminis-

tered by an international organization,

does Comptroller Generzal have zudit rights?

FAA Sec. 620{(h). Do arrangements preclude : Yes
promoting or assisting the foreign aid

projects or activities of Communist-block

countries, contrary to the best interests

of the U, S. ?

FAA Sec. 636(i}. .$ financing not permitted: Yes

toc be used, without waiver, for purchase szle,

long-term leazse, exchange or guaranty of
motor vehicles manufactured outside the U, S. ?

Will arrangements preclude use of financing:

a) FAA Sec, 104 ({). To pay for performance
of abortions as 2 method of family planning Yes

or to motivate Or coerce persons tc practice
abortions, to pay for performance of involun-
tary seerilization, 2s a2 method of family
planning, or to coerce or provide financizal
incentive to any person to under-go
sterilization?

b) FAA Sec. 620(g). To compensate woners: Yes
for expropriated nationalized property?

c) FAA Sec. 660. To provide training or :  Yes
advice or provide 2ny financial support for
police, priscns, or other law enforcement

assistance, except for narcotics programs?

d) FAA Sec. 662. For CIA activities? Yes
e) App. Act. To pzy pensions, etc., for : Yes
military personnel?

f) App. Act. To pay U.N. assessments? . Yes
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g) App. Act. To carry out provisions of
FAA Section 209{d) (Transfer of FAA
funds to multilateral organizations for
lending).

h) App. Act. To be used for publicity or
propaganda purposes within U, S, not
authorized by Congress?

Yes

Yes



APPENDIX N
PROJECT AUTHORIZATION

Name of Country: BaitGLADESH Name f Project: Rurzl Industries

Number of Project: 388-0042

1. Pursuant to Section 103 of the Foreign Assistance Act of 1961, as
amended, ! hereby authorize the Rural Iadustrics I Project for Bangladesh
involving planned obligations of not to exceed five million United States
dollars (U.5.%5,000,0C00) in grant funds over a2 five (5) year period from
date of authorization, subject to the availability of funds in accordance
with the AID OYB/ailotment process, to help in financing foreign exchange
and local currency costs for the project.

2. The project purpose is to develop mechanisms for promoting rural
industries in Bangladesh., To this end, two principal activities will be
undartaken:

2. The establishment of an organization (icrs Industries Development
Assistance Society  MIDAS) to facilitate and further enhance the
involvement »~f primerily non-government2l organizations in rural
industries development and related employment generation.

b. The provision of funds for developing and undertzking feasibility
studies and pilot projects that may lead to high impact, widely
replicable follow-on activities aired a2t rurzl industries sector
promotion.

In addition, funds will be made zvailable for financing 2 iong term
Personal Services Contract {(PSC) consultant for Missicon rural industries
sector program support,

3. The Project Agreements which may be negotiated and executed by the
officer(s) to whom such autherity is delegated in accordance with AID
regulations and Deiegations of Authority shall be subject to the follow=-
ing essential terms and covenants and major conditions, together with
such other terms and conditions as A,I.D, mar deem appropriate:

a. Source and Origin of Chods and Services

Goods and services, including ocean shipping financed by A.I.D.
under the project shall have their source and origin in the Unired
States, other Code 941 countriecs or in Bargladesh, except as &4.I.D,
may otherwise agree in writing.
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b. Conditions Precedent to Disbursement

Prior to first disbursements under the Grant, or to the issuance
by A.I.D, of documentation pursuant to which disbursements will be
made, the Grantees will, oxcept as the Parties may otherwise agree in
writing, furnish to A,I.D. in form and substance satisfactory to A.I1.D.:

(1) An opinion of counsel acceptable to A,.I.D., that these Agreements
have been duly authorized andsor ratified by, and executed on behalf of,
the Grantees, and that they constitute valid and legally binding obliga-
tions of the Grantees in accordance with all of their terms.

(2) A statement of the names of the persons holding or acting in
the offices of the CGrantees specified as authorized representatives,
and 2 specimen signature of each person specified in such statements.

c. Covenants

The Project Agreements shall contain covenants providing in substance
as follows:

(1) 1In the case o MIDAS, while AID cooperative agreement funds
are administered by The Asia Foundation (TAF) as intermediary to MIDAS
implementation, continuing adequate TAF staff support will be provided.

(2) 1In the case of MIDAS there will be substantial A,I.D. involve-
ment with TAF during the performance of agrced upon activities in such
areas as the development and approval of key staffing decisions, selection
and phasing of key industry and product type activities, development and
approval of post agreement work plans or modifications to current work
plans, and development 2nd implementation of evajuations of MIDAS performance.

(3) There will be agreement to emphasize the recruitment and
retention of women staff for work oa all project activities.

(4) There will be agreement to facilitate the free and unrestricted
dissemination of all rural industrial development experiences gained
through Grant activity implementation.

. - '
x ; \
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TELEGRAM

August 5; 1981

FROM SECSTATE WASHDC
TO AMEMBASSY DACCA PRIORITY
UNCLAS STATE 206349

Subject: Rural Industries I (388-0042)

Refs: (A) State 170213 (LOU), (B) Dacca 4€22

Ref B appecars tc address APAC concerns. In view of redesign and
reduced funding to PID level of Dols 5 million, we suggest that
for expeditious treatment Mission proceed with authorization of
project. Accordingly, you are hereby delegated authority toc do
so. HAIG



