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ABBREVIATIONS AND DEFINITIONS 

Small Scale  Industry 

A fac tory  or undertaking having investment i n  fixed assets i n  
p l a n t  and machinery not exceeding 2.5 mi l l ion  taka (S156,QOQ). This 
d e f i n i t i o n  has been used t o  accommodate most of  the i n d u s t r i e s  located 
i n  t h e  government run i n d u s t r i a l  estates. 

Cottage Industry 

One which is wholly or  mainly ca r r i ed  on by family members, e i t h e r  
as a ful l - t ime or as a part-time occupation; it is also sometimes 
defined as any industry  us ing family ox: h i red  labor with no motive power 
and which employs fewer than 20 h i red  workers, or any industry  which may 
use power but employs fewer than 10 h i red  workers. 

Micro Industry  

A l l  co t tage  indus t r i e s  p lus  t h e  smal les t  o f  those included i n  the 
small scale category. The cut-off po in t  has been l e f t  sub jec t ive  t o  
allow for f l e x i b i l i t y  i n  dea l ing  with d i f f e r e n t  product types and i n t e r -  
mediary agency t a r g e t  groups. 

ADAB Agricul tural  Development Agencies in Bangladesh 

AP AC Asia (Bureau) Projeck  Advisory C'bdt tee  

BCSIR Bangladesh Council of S c i e n t i f i c  and I n d u s t r i a l  Research 

BDG rsvernrnent of Bangladesh 

13% m B X  Fi sca l  Y e a r  from July 1 through June 30 

BHB Bangladesh Hzi.ntlloona Board 

BIDS Bangladesh I n s t i t u t e  of Development Studies  

BFAC Bangladesh Fmral Advancement Cownittee 

BSCIC Bangladesh Small and Cottage Xndustiies mrpora t ion  

CDSS Country Development Stra tegy Statement 

DS/UD A I D  Development Support Bureau - Urban Development Division 

ERD External Resources Division (of B E  P4inistry of Finance) 
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In recognition of the  c r i t i c a l  ro le  of s m a l l  rural indus t r ies  
for Bangladesh's development, USAID i n  i ts FY 83 C3SS has emphasized 
m e '  indus t r ies  as one of four major sectors  fo r  AID supp0x-t. The 
CDSS s t r e s s e s  that development of pr ivate  sec tor  r u r a l  indus t r ies  as 
a means of generating off-farm employment and supporting t he  agricul-  
t u r a l  sec tor  i s  v i t a l  for reducing widespread underemployment and 
improving income d i s t r ibu t ion  and ovezall  country s t a b i l i t y  and 
development. 

Although .increased use of H W  cul t iva t ion  has contributed i n  
recent years t o  an annual growth i n  agr icul tura l  employment of 1.5 
percent, the  rural Labor force has increased by 2 - 4  percent annually. 
Thus, rural unenplop.eat and underemployment w i l l  grow unless off-farm 
job opportunities are developed rapidly. In addition,  evidence t o  da te  
indicates  t h a t  r u r a l  industr ies  hold much more potent ia l  f o r  female 
e m p l o p n t  than agricul ture .  Female employment outside the  home has 
a strong d i r e c t  correlat ion with lower f e r t i l i t y ,  and f e e i l i t y  reduction 
i s  AID'S number one p r i o r i t y  in Bangladesh. Promotion of certain 
rural indus t r ies ,  therefore,  w i l l  have a s igni f icant  impact on fertility 
reductiori and w i l l  contribute t o  a range of USAID'S overa l l  development 
qoaf s . 

The BDG has only recent ly recognized the  importance of t h i s  sec tor  
and has not developed a well-defined s t rategy or a l t e red  i ts  policy 
s t ruc ture  f o r  dealing with rural industr ies '  needs. As evidenced i n  
i t s  Draft Second Five Year Plan, the.Government has set very modest 
goals fo r  small indus t r ies  development, with r e c o ~ n d a t i o n s  centering 
on improved coordination among BDG agencies involved i n  t h i s  sector.  
N o  clear guidelines on the r e l a t i v e  ingmrtance of small r u r a l  indus- 
t r i e s  as conpared with larger and/or urban industxies have been 
establ ished,  nor i s  there  ar. appropriate climate f o r  st imulating pr iva te  
sector  growth. 

The USAID financed Rural Industr ies  Study Project (RISP) is an 
impartant f i r s t  s t e p  i n  ident i fying the extent of rural indus t r ies  i n  
Bangladesh and the major constraints  t o  their growth. It provides 
detailed information on industr ies  which have potential.  f o r  expansion, 
and makes recommendations for future actions.  The Mission now plans t o  
address these cons t ra in ts  by following some of the RXSP recommendations 
and other conclusions drawn from a three year involvement i n  the f i e l d  
of r u r a l  industr ies .  ?P ~ ~ D F Z Z ? ,   by^: Ix 3 V  1930 and t o  be continued 
via this projec t ,  w i l l  lay the  ground work f o r  a long term, joint AID/ 
BK- involvement i n  sec tor  development. 



RISP Results 

The RISP i n h c a t e s  t h a t  rural i n d u s t r i a l  a c t i v i t y  is a far more 
important source of employment than o f f i c i a l  statistics est imated- Since 
most rural i n d u s t r i e s  requi re  only t r a d i t i o n a l  s k i l l s ,  mainly l o w e r  in -  
come rural people with a surpr i s ing ly  high percentage of all workers 
being women (34%) are employed. 

The study also po in t s  ou t  the  g r e a t  d i v e r s i t y  of manufacturing and 
processing i n d u s t r i e s  e x i s t i r g  i n  r u r a l  Bangladesh. Among them are 
handloorn c lo th ,  j u t e  products,  g r a in  processing,  cane, bamkioo and m a t  
products,  carpentry ,  tobacco processing,  t a i l o r i n g ,  po t t e ry  and leather 
work, These indus t r i e s  a r e  c l a s s i f i e d  i n t o  twr> bas i c  categor ies .  The 
"static" i n d u s t r i e s  a r e  taradf t i o n a l  inciustr ies h i c h  may have g r e a t  
employment p o t e n t i a l  but  which have l imi ted  scope f o r  dramat ical ly  
increas ing  incomes t o  workers. The handloom in6us t ry  is an example sf 
such an industry .  The "growth" indus t r i e s  are somewhat more c a p i t a l  and 
sk i l l - i n t ens ive  than the t r a d i t i o n a l  s tat ic  i n d u s t r i e s ,  and have more 
p o t e n t i a l  f o r  increasing r e tu rns  t o  labor and f o r  reinvestment of profits. 
However, they have proport ional ly  less employment generation potential, 
Indus t r i e s  i n  this category include m e t a l  working, a g r i c u l t u r a l  imple- 
ments and t ranspor ta t ion .  The PJSP concluded t h a t  both s t a t i c  and 
growth i n d u s t r i e s  should be promoted i n  Bangladesh, the former because of 
t h e i r  p o t e n t i a l  f o r  large scale employment c r ea t ion ,  the latter because 
they lead  t o  increased income, p roduc t iv i ty ,  modernization, and growth. 

An equal ly  important f inding of t h e  RISP is the  wide v a r i e t y  of 
cons t r a in t s  e f f e c t i v e l y  preventing the expansion of t h e  rural i n d u s t r i e s  
sector : 

1. Entrepreneur ia l  Abi l i ty :  Entrepreneurship is  a skill normally 
passed down from cne generation t o  another. Little of + a s  t r a d i t i o n  
of entrepreneurship e x i s t s  i n  Bangladesh i n  the sense of  es tab l i shed  
f ami l i e s  who value t h i s  a b i l i t y  t o  i d e n t i f y  and grasp business opportun- 
i t ies  or possess managerizl s k i l l .  P ropr ie tors  of small rural en te r -  
prises are s f t e n  former peasants, although many artisans belong t o  f i t ~ d u  
artisan castes, 

2. Credi t :  Deficiencies i n  c r e d i t  systems and Limited funds have 
made access  t o  credit through formal i n s t i t u t i o n s  d i f f i c u l t  for rural 
small industries. In  most cases, small en te rp r i s e s  have Been ea$;ablished 
from personal  savings o r  high cos t  non- ins t i tu t ional  loans. The dmaar~d 
for credit is extensive ,  and is  as important for working c a p i t a l  as for 
start-up capital. Among the micro industries needing only mall momts 
of c a p i t a l ,  the problelr, toay LG ULCL A-C;;, of knowledge 
a v a i l a b i l i t y  and procedural d i f f i c u l t i e s  as it is  actual crdit  
unava i l ab i l i t y .  



3. Tnfrastructure: Lack of adequate system of transportation, - 
conmnmications and marketing hampers the flow of goods and infomat' ,ion. 

4.  Diffusion of Ideas and Technology: The RISP noted that special- 
ized technologies and industrias s e ~ a  to be localize6, with little 
diffusion beyond the localized area even though the reqdisite 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 sf rural industries, particularly for the 
mdern, growth industries. Bangl~Zesh is almost t s t a l l y  bereft of 
adeqate supplies of natural resources, including metals, chemicals, con- 
stmction materials. fuels (except gas), textiles, and even stlone, while 
the availability of wood is also decreasing. Consequently, most enter- 
prises, particularly the growth idustries, are largely dependent upon 
imports. Imported raw materids available locally are expensive; so= 
are unavailable at any price. Considering t5s  BDG' s severe foreip 
exchange constraints, import of raw materials for rural industries will 
require either reduced aliocation to other high priority sectors or 
increased foreign assistance. In the long term, Banglades5 desires to 
become self sufficient in foreign excknge by developing export-oriented 
n s i e s  But until improvements have been made in the quality and 
distribution system of goods produced, the best Bangladesh can hope for 
is to lkdt the overall foreign exchange drain through production of 
products for import-substitution, 

6. Extension: Extension services for  mral industries promotian . 
are virtuelly non existent.  The RISP concludes that extension is parti- 
cularly importaat i n  Bangladesh because the poor cosmnunications system 
a d  absence of entreprenegrial tradition prevent the flow of ideas and 
technology necessary for rural industries expansion. 

7. a :  Most of the products produced by rural industries are 
traditional goods oriented towards meeting survival needs in agricultural 
areas. The quality of aarany of these p ~ o  ~ c t s  is so low that as cheap 
imports appear or rural incomes rise, the indigenous goods are viewed as 
inferior. The quality of export-potential goods such as handloom cloth 
and handicrafts is frequently too poor to ccmpete with similar goods 
pr&uced elsewhere in Asia. Increased demand for these products can 
only be ensured if quality improves, 

8. G a v e m n t  Policy: The RISP noted that BDG policies tmards 
imports o? raw nraterial:; and finished preducts, large industry promotion, 
m d  hvestment incentives 2'1 2fEfezt ",hc z r z '  fi-2usLries sector. 



Promotion ef medium and larger: scale industries is being unclert--ilken with 
financing from the World Bark and other donors ( A p e i d i x  J) . Current 
BBG policies set r,o clear priorities towards development of sm~11, 
medim and large iridustries. 

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

10. Institutions fox Rural Industries Promotion: The problems of 
providing extension, credit, information and marketinq facilities to - 
ruxa industries are ccz.pu2s5 L-1 t h z  laek of an institution capable of 
performing these funs-Xcns for rural Based industries. The Bmgladesh 
Smdll and Cottage Xndustries Corporation (BSCIC), the BT,G agency charged 
w i t h  responsibility for promotion and small industries extension services, 
has concentrated rnainlŷ c;n small scale industries located in 20 industrial 
estates. BSCIC?-e offices go only to the district level, and cottage 
induslies have remained for the ~ o s t  part untouched by BSCIC operations. 
There are myriad other private and public organizations, servfng a 
specific industry, percorning a limi~ted function or wrkiny  only in a 
small project area. 

USAID Sector Strzfegy Development: The abve  constraints can. be 
condensed into four main =+--as which &st be addressed by ,a comprehen- 
sive rural industries strategy: policj~ formulation: ccmmdity imports: 
service institutions (information, marketing, credit, etc.); and 
technology transfer (development and diffusion of improved technologies 
and products). 

Over the next 1 2  months, USAID will prepare a sector assessment and 
planning document for niral incustries, to be completed prior to sub- 
mission of the FY 84 A E S .  This document will thoroughly examine these 
four areas and refine the YLssion's sector development program. Accurate 
sector analysis and planning is, however, a process that sho:dd be based 
on experience,so USAID's approach will fw revised periodically as more 
information is gathered on project activities, The program IlescrfM in 
the following sections bcsides directly icontributing to the attainment of 
Bangladesh development goals, will provide important input in developing 
this long term sectoral strategy. On-the-ground approaches to rural 
industries promotion will provide the Mission with needed expexi, "nee, 
stimulate thinkina,  provide workab7.e e w a m l e s .  and ac+ rs a catelyst f ~ r  
the building of the sector strategy. 'XWo sector studies planned for the 
near future wifi complement the activities of the Rural Industries P 
Project. Overall, plans are to address the four sector needs identifie6 
above in the following way: 



I. Policy Development - 
a) The RSSP Final Fbport 1:es e i s t r i b u t e d  in the thirS! 

quarter of FY 1981. It cok:tainec3 a section pdea l inc~  
w i t h  BDG policy and its e f f e c t  on rural i ndus t r i a l  promotion. 

b) The FLssdon, intends t o  undertake an i n i t i a l  study of BDG 
industrial policy,  particularly as it r e l a t e s  t o  s m a l l  
jridustries. This study may be funded through the Technical 
Resources Project (388-0827).  It w i l l  examine the FUSP 
policy sect ion and other data and may lead t o  recomnerzda- 
t i o n s  t o  the Government of Bangladesh f o r  policy changes. 

2. Commodity Needs fox Rural Industr ies  Production: Because - 
promotion of almost any modern type rural industry (as well as some 
important t r a d i t i o n a l  indus t r ies )  requires  addi t ional  imparted raw 
materials ,  modern sector small. industry projects must s t r i v e  to 
generate foreign exchange by reaching export markets. As this is a 
long range goal, commodity imports funded by t h e  BDG or the  donor 
cananuniry will for the near term be essen t i a l  i n  supplying needed r a w  
materials. AID, through i ts  F Y  1980 PL-480 cotton program, i s  already 
playing a ro le  in supplying these needs, and recognizes the potent id  
to increase assis tance in this area through a possible PL-480 Bragrm 
in P72 82 and o r  a non-PL-480 financed Commodity Import Program i n  FY 
83. ?in important first s t ep  f o r  a f u l l  scale CIP ,  however, is more 
experience i n  the  rural indus t r ies  sec tor  and close examination of 
Bangladesh's overall commodity needs f o r  small industry and the con- 
seqnent foreign exchange burden. USAID will undertake a macro analysis 
of this question with its o m s t a f f  during t he  nexr year. The Mission 
will probably request A m  and perhaps outside assis tance in e s t a b  
lishing the financial and administrative mechanisms f o r  developing a 
CIP . 

3. Service Ins t i tu t ion  Development and Technology Transfer: Both 
through the RISP and through the projec t  development process, USAID has 
already learned a great deal about kke existing institutions involved 
i n  rural industries promotion and h u t  products =--id production tech- 
niques w i t h  potential fr,r irnpravements and widespread diffusion. The 
Rural Industries I Pro-ject emphasizes i n s t i t u t i o n  building and the 
transfez of technology. It will pr~vide  a s s i s t a c e  to a variety of 
organizations, testing different approaches t o  i n s t i t u t i o n a l  development 
and technology transfer. Considerable project experiene w i l l  be avail- 
able "by the t i m e  t h e  sector  assessment is drafted and analyze&, making 
the approaches tested in the projec t  valuable inputs  to subsequent 
sec tor  and project planning. 

Project (=oupnents as they Relate t o  Sector Strategy Development: 
Component I, MIDAS, described i n  Section II-A., is an imovative 

approach to bo6*. i n s t i t u t i o n a l  development and technology transfer, I& 
is based on the premise that i n  m y  cases pxivab sector organizations 



can ~ r o v i d c  0%-t reach services more e f fec t ive ly  than governmefit, p a r t i -  
cuzarly i n  a production sec tor  where the p r o f i t  motive operates. MIDAS 
w i l l  assist an estimated 30 to 50 organizations which dl1 in turn 
provide services t o  thousands of s m a l l  i n d u s t r i a l  pmducers, 

An i ssue  raised i n  t h e  PID review questioned t h e  appropriateness 
of concentrating on t r ad i t iona l  or cottage indus t r ies  as opposed t o  
modern industr ies .  The Mission recognizes t h a t  much po ten t i a l  to increase 
GDP and employment e x i s t s  i n  promotion of modern type small to  medfum 
scale industr ies .  Component 2 ,  Development Funds, Section II,B, w i l l  
promote these modern indus t r ies  as w e l l  as cottage industr ies .  Priority 
will go ts sub-projects aimed a t  products or indus t r ies  that are poten- 
t i a l l y  prof i tab le ,  labor intensive and energy e f f i c i en t .  Sub-projects 
under Component 2 may mphCsize i n s t i t u t i o n  and product development. 
The proposed venture capital activity.  ~ e & i o n  IT .B. 2, i n  pa r t i cu la r ,  
addresses the  questions of linkages between micro and medium scale 
indus t r ies  and the need for modernization of small indus t r i e s  to increase 
productivity.  This a c t i v i t y  starts from t h e  premise that medium sized 
i ndus t r i e s ,  the indus t r ies  most receptive t o  new t e c h o l o g i e s ,  shou.1d 
produce equipment t h a t  can be used to start: new types of m&cro-industries 
o r  improve existing micro industry praduction processes. 3s such, this 
sub-prsject should have d i r e c t  benef ic ia l  impact on both mdi:mr and 
smal l  sca le  industr ies .  

Links with other Sectors: me Mission's new Sector Approacis is 
based on "'integration" of projects so that they interrelate w i t h  each 
other.  The Rural Industries I Project promotes this " h t e g r ~ t t i c m ~ .  
For example, by the time this project is  andergofig f u l l  iqlementation, 
USAID'S Etural Finance Project will be ongoing (FY 621, IJnder IhncaK 
Finance, credit  w i l l  be widely available. Credit  under this project 
could be made available for micro industries and linked up directby 
w i t h  the venture capital and MIDAS pragr-. Wfiile independent in t e rn  
s f  v i a b i l i t y ,  such linkages as these are planned and should be dnrpcsrtarnt 
f ac to r s  i n  a t t a in ing  the high impact desired, 



I. SUMMAZY Afu'D RECOMMENDATIONS 

A. Goal - 
To reduce under and unemployment and increase prductivfty and 

real incomes of the rural poor. 

To develap mechanisms for promoting rural industries in Bangladesh* 
Two pxincipal approaches will be undertaken: 

- The estabhishraent of an organization to facilitate and 
enhance the invoBvement of primarily non-governmental 
organizations in rural industries development and relaCf2d 
employment generation. 

- The provision of funds for develop2ng anc3 undertaking 
feasibility studies and pilot projects that may lead to 
widely replicable follow-an activities aimed at rural 
industries sector proaotion. 

C .  Descriptions 

The two components of the project are non-overlapping approaches 
to the attainment of the project goal, consistent w i t h  the Mission's 
sectox development strategy, Neither component will rely on the 
success or failure of the ather,bbth 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 concfude that the conponents are technically, 
financially, administratively, and socially Eeasible and that plan- 
ning is sufficiently develcped for implementation to begin, 

B . Implementation 
A cooperative agreement will be signed with 2ts htemeciiary, non- 

gsvermxrental implementing agency (The Asia Foundation -TAF), for the 
first component described Below IMIDAS). A Grant Agreement w i t h  the 
External Resouxces Division (Em) of the BDG Pdnistry of Finance will. 
finance the second component of the project described herein. 

El Waivers 

The need for exceptions to determination PW68 is expected for 
the  contracting of short term technical assistance under aze or mre 
project conponents (see Section IX), 



F. Statutory Requirements 

All requirements have keen met as detailed in Appendix MI 

G. Issues 

All issues highlighted in the PltD far this project or contdned 
in the A I D D  M A C  approval cable (Appendix A) have been considered and 
resolved (see particularly Pntroductisn) , 

H. Recommendations an6 F i s c a l  Stanmaq 

It is reco~ended that the prcrject paper be approved far LOP fwd- 
ing of $5,000,000. The basic fiscal bzeAclown is shown in Table 1 belaw. 
Note that the )nr?IDAS activity has been initiated tZrough ansther 9 
source. 

f3ASXC FISCAL EIR3E:AKDUWN 
Non-Countek~sJ;"i Cast 

Maximum 12 month 
start-up phase under 
TAE'/AID Grant 
Agreement 

Year 1 operations 
under TAFjAUS Cooperative 
A q - t  

Year 2-5 operations 
under MIDAS/AID Coopeua- 
tive Agreement 

Coxupsstent 2 (Development mds) - 
Various sub-projects 

fEY 801 
$158, GOO 



1 1  DETAILED DESCRIPTION 

The Rural Industries I Project will ~rovide $5,000,000 in grant 
funds for two separate components and long tern ~ersonal Service 
Contract (PSC) support as follows: 

I. Micro Industries Development 
Assistanze Society (MIDAS) 

11. Development Funds 1,270,000 

Pro  jeet !5uppox-t 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) 

I. MIDAS Background 

In 1979, a-pproximately forty non-governmental organizations involve6 
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) MIDM 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, 
D e ~ e l o ~ e n t  Support Bureau. Part of the substance of this project 
paper dealing with MIDAS, including annexes, reflects material 
developed by Mr. Brawn. 

( 2 )  This mechanism was originally known as hual Industries Development 
Agencies in Bangladesh (RIDAB). A detailed aiscussian of the 
evolution of RIDAB/MIDAS, the needs 0 5  pterrtfaL elien'cs, reason- 
ing which has justified the creation of MfDAS in its present fom 
appear in Appendix C. 



A questionnaire circulated a t  one meeting indicated t h a t  100 per- 
cent of * e  respondents needed information services ,  8 2  percent needed 
technical  assistance, and 64 ,percent needed small grants and/or loans. 
A consmsus among those individuals and agencies has led t o  creat ion of 
MIDAS- MIDAS is a p r iva te  sec tor  i n i t i a t i v e  t o  assist primarily non- 
governmental organizations t o  promote micro indus t r ies  o r  t o  remove 
constraints  t o  t h e i r  development. Success will Be indicated by a signi-  
f i c a n t  increase i n - t h e  number and productivity of micro indus t r ies  and 
increased incomes o f  the people engaged i n  micro indus t r ies  in the areas 
served by the  project .  

To achieve the project purpose, MIDAS will provide a var ie ty  of 
services t o  primarily nun-governmental organizations involved i n  pro- 
moting rural based, micro industr ies .  The agencies served w i l l  include 
pr iva te  and voluntary organizations, cooperatives, t r ade  groups and 
zssociat ions,  t r a d i t i o n a l  c u l t u r a l  organizations, business groups, and 
re la ted  BDG organizations. Special e f f o r t s  w i l l  be made t o  provide 
services  to the  various women's organizations working with micro industr ies .  

Implementation of MIDRc w i l l .  be time phased- I n i t i a l l y s  a few key 
indus t r ies  will  be ident i f ied  and MDAS will concentrate on providing 
services  t o  c l i e n t  agencies involved i n  their development. As experience 
is gained and c l i e n t  demands and YIDAS s t a f f  capaci t ies  became known, t h e  
mix will be clarified. Thus, while MIDAS is expected t o  be capable of 
of fzr ing  the following servies by the  end of year three ,  c l i e n t  demands, 
staff l imi ta t ions ,  and project  implmentz-:ion constraints  w i l l  determine 
the --:_be of services to be offered and the fund generating programs 
undertaken. 

1. Technical Services to Assist Client  Aaencies i n  

- Project ident i f ica t ion ,  f e a s i b i l i t y  s tudies  and evaluation 

- Overcoming raw mater ials  and production process constraints  

- Development of rnarketirig s t r a t e g i e s  

- Ident i f ica t ion  of needs f o r  technical  services and the 
provision of experts w i t h  t h e  r equ i s i t e  technical s k i l l s  

(1) A more deta i led  descr ipt ion of the a c t i v i t i e s  b e l o w  is gfven in 
A p p e & i w  D. 



- - Organization of seminars, short-tenn study tours ,  appren- 
t i cesh ips ,  and on-the-job t r a in ing  opportunities 

2. Information Services 

- Maintenance of a technical  library on micro indus t r ies  

- Generation of newsletters and other  formats designed t o  
share information on such matters as raw materials and 
equipment, technical processes, and marketing for  pa r t i -  
cu lar  industr ies .  

Financial Services 

- Small grants t o  client organizations fo r  experimentation 

- Small  loans t o  assist meeting start-up o r  working c a p i t a l  
needs of c l i e n t s '  p r o f i t  making ventures 

- Assistance t o  obtain loans and grants from other sources 

4. Fund Generating Enterprises 

- Establishment of p r o f i t  making entities, same of which may 
serve the dual purpose of removing counstraints t o  d c r o  
industry developncnt and generating income t o  support MIDAS 
operations. 

5. Ties with the  Govenunent a9;d Business Sector 

- Development of l i n k s  between development agencies, govern- 
ment agencies, and t h e  business sec tor ,  and active i n v o l v e ~ e n t  
of business people in MIDAS a c t i v i t i e s  and c l i e n t s '  operations. 

(a) Five Year Service Implementation Estimates 

Considering MIDAS' manpower, budget, and Bangladesh pro jec t  
implementation constraints ,  the following chart (Table 2) quantifies the 
range of involvements MIDAS may a t t a i n  i n  each service area f o r  Years 1 
through 5. As noted, the degree of involvement i n  each service area 
w i l l  be determined MIDAS c l i e n t  agency's demand for services. 



PPQlt'CTfGI.! CF ! I I9AS FERVICZ GFLlT"?T' 
GROWTH AND INmm 

Services Year 1 Year 2 Year 3 Year 4 Year 5 

Clients assisted in - lO/S 30/20 70/30 100/38 
project feasibility 
studies and evalu- 
at ions 

Clients  project re- 
ceiving consultancy 
assistance 

Clients assisted i n  
marketing strategy 
and procurement 

C l i e n t s  receiving 
project proposal pre- 
paration and financial/ 
funding referral 
service 

No. of projects given 5/3  1 0 / 5  IS/? 
mall grants and/or 
loans 

No. of persons re- 
ceiving on-the-job 
training, attensing 
workshops, sent on 
field trips, etc- 
through client agencies 
under small grants 
Prow= 

Target  C i s t r a u t i o n  - 
of newsletter (Bengali 
and English versions) 



Resources 

NO. of n e w  profit - l/i 2/1 3/2 5/3 
qeneratiag ventures 

Hembership of M D A S  lo/& 25/20 30/20 30/20 3 0/20 
Expert Cormittee 

No, of consultants 10/5 35/20 70/40 120140 200/80 
available to MIDAS 
through consultant 
group 

Fees 

Psid consultant 
services 

Profit  making 
corporations 

* Income from services rendered to client agencies and profits generated 
from MIDAS equity participation in profit making ve~tures wi.11 cover 
about a quarter of MID=' client su-wort costs by the end of year five, 
This percentage should increase significantly thereafter as MIDAS 
becomes better established, with i t s  charges for services rendered 
increasin~ in relation to demand for its services, and with the profit  
making ventures established in years 2 throuch 5 beginning to generate 
profits. Nevertheless, to ensure that P I X  i s  a lean entity with 
minimal staff and a focus on priority activities, that it is structured 
and direc+-ed so as to be responsive to the needs of its clierrbs, 2tnd 
that it has a long term cbjective of funding its our, operating costs to 
the maximum extent possible, the &!IDAS budget limits AID funding in the 
fourth year to no lmre than 90 percent of i t s  o-=rating costs and 75 
percent in the f i f t h  year, applied to each operating expense category. 
Appropriate disbursement mechanisms will be detailed in Project ImpPe- 
mentation Letters. 

..,- - - Fees to be chaxged ta ciie;.t o 3 c r L ~ i . t ~  n ~ i i  3c 3i.1.,t=G GA: client capabili- 
t i e s ,  early implementation marketing surveys, and experience. These 
fees will be on a sliding scale, based on clients' yearly gross income 
and level of MIDAS effcrt. Sewices may be provide6 free to the poorest 
groups - 



(b) MIDAS/Client Agency I n t e r a c t i ~ n  Examples 

The following examples i l l u s t r a t e  how MIDAS will pax"tici- 
pate with c l i e n t  agencies: 

Example 1 

The v i l l age  Education Resource Center (VERC) , an indigemus 
BVO, intends to undertake a project aimed a t  rehab i l f t a t ing  a t r a d i t i o n a l  
artisan coxzununity. The community w a s  once a renowned center  of cer*%a.ic 
handicrafts and architectural beauty. Presently,  because of dismptions 
caused by p a r t i t i ~ n ,  the s t ruggle for Bangladeshi independence, and the 
dislocat ion of a portion of the  indigenous artisan population, 
the area has f a l l e n  i n t o  productive and aes the t i c  decay- MIDAS may work 
w i t h  VERC through a $30,000 grant and technical assis tance program t o  
revitalize the  artisan com;mmity, The grant funds bmuld be u t i l i z e d  
t o  bring back s k i l l e d  * artisans as t r a i n e r s ,  set 
up a VERC field o f f i c e  to  a s s i s t  cooperative formation w d  village 
structure renovation, and equip the artisms with appropriate tools. 
MI- wi l l  act as l i a i son  with other  MIDAS client agenries in t h e  areas 
of marketing an4 technology. fie project is expected to  help create 
not only a productive and once more attractirve community but also 
help realize the BDG's desire to transfom the area into a center of 
tourisa . 

Example 2 

The Metropolitan Chamber of Cozmerce and Industry, Dacca, 
( K Z I ,  Dlhss expressaadesire t o  associate w i t h  AID i n  the fields of 
1) managerial and technica l  t r a in ing  and, 211 rural small scale industry 
(RSSI) pramtion. The MCCI, D could d r a w  on the expertise of the MIDAS 
Consultant Grolp, disseminate infomation concerninc~ its "opportunities 
for RSSI" awareness campaign through MIDAS c l i e n t  agencies and news- 
letters, and arranqe the minimal funding required through the -AS 
small grants program. In tuzn. MIDAS client agencLes w o u l d  obtain 
access to superior training programs organized by members of the private 
sector business community and es-lish closer ties w i t h  the Chamber and 
its member organizations. 

As part of its RSSI promotion program, the HCCI, D will prepare 
and zpdate profiles for high potential industries, These profizes 
ape expected to describe the step-by-step process of starrthg a new 
venture. Many of the case studies  an6 profiles preseatly available 
+Amugh +Ae AID funded RISP and Y,lDaS client agencies can be made 
available for modification into hard, basiness oriented %ow t ~ "  guides, 
and agencies liRked through MIDAS may profitably undertake entrepreneur 
identification and implementation p-. 



Example 3 

Ten c l i e n t  agencies have already asked assis tance of HIDAS 
i n  obtaining adequate supplies of yarn f o r  t h e i r  handloam weaving projects. 
These  PVO's have had d i f f i c u l t i e s  as individual groups in obtaining yarn 
on the open market where adequate quantities of spec i f i c  count y a m  a t  
fair pr ices  are not always available. MIDAS has contacted the Bangladesh 
Handloom Board which has implemented a system of d i r e c t  a l loca t ion  of 
yarn from the  Text i le  Mills Corporation t o  these WO". When MIDAS 
assumes the s e a t  t o  which it has been nominated on the National Council 
f o r  Small and Cottage Industr ies  (established by President ial  order and 
included i n  the BDG Second Five Year Plan)  more of this l i a i s o n  s e m i c e  
and BDG policy d i f i c a t i o n s  favorable to  private sector organizatforis 
working t o  promote micro indus t r ies  is expected. 

3 .  MIDAS Inputs 

USAID p r o p s e s  t o  provide $3,455,000 t o  finance all MIDAS operating 
expenses for the f i r s t  f i v e  years. During t h i s  t i m e ,  fees generated 
through services to c l i e n t s  and creation of p r o f i t  making enterprises 
w i l l  gradually increase so that by Y e a r  5 t h  se fees  should cwer 25 per- 
cen t  or more of MIDAS costs, The detailed M m A S  W g e t  is nhuun fn 
Appendix G. 

(a) Pre-Project Act iv i t ies  

A Grant Agreement (AID No. 389-0045-2) with the A s i a  Foundation 
(TAF) for $158,000 was signed September 1900, under the USAID PVO Co- 
Financing P r o j e c t  t o  fund the ini t ial  12 month star t -up phase of MIDAS. 
The funds a r e  being used to es tabl i sh  and s t a f f  the office, support 
research efforts, and develop management systems for the eventual 
independent operation of the MIDAS organization, TAF has pr inc ipa l  
respons ib i l i ty  for fund use during this preliminary phase. 

An Advisory Board consis t ing of representatives of pr iva te  and 
voluntary organizations and private sector  business persons has been 
formalized t o  assist TAF. The Board is responsible f o r  the prepa- 
ration of policy and operational guidelines, and is ass i s t ing  TAF in 
1) the establishment of MIITA!! as a pr iva te  non-profit e n t i t y  under the  
Societ ies  A c t ( 2 )  and 2 )  r eg i s t r a t ion  and clearance w i t h  311 BDG e n t i t i e s  
as required by law. 

(I) Attachment A t o  the Tkr/AID Grant Agreement shows the original 
composition of the Advisory Board. 

( 2 )  A s  of August 1, 1981, incorporation documents have been submitted 
but not f inal ized.  



(b) Rural Industries Project - Year 1 

At the beginning of Year 1, MIDAS, throcqh TAF, will receive 
$455,080 of FY 1981 Rural Industry I Praject funding. TAF w i l l  continue 
t o  provide shelter to the young organization as it begins program bple-  
mentation. In preparation far d i r e c t  funding without TAF as intennediaxy, 
MIDAS should reach an acceptable l eve l  OF operational competence by no 
l a t e r  than the end of this year. 

With refinemesnts and modifications resulting from activities to 
be undertaken during the preliminary phase, the basic  program of action 
shown i n  Appendix F w i l l  be undertaken consis tent  w i t h  the Financial 
Analysis given i n  Section VI below. MPDAS Year 1 cos ts  shown in Appendix 
G include TAF overhead expenses. 

( c )  Rural Industries I Project - Year 2 

A t  the beginning of Year 2 M " Y S  ~50213 became indepen6 n t  of 
TAF (1) , and receive $3,000,000 t o  carp1 on i t s  next four years of opera- 
t ion .  An expat r ia te  consultant w i l l  be contracted to provide guidance 
t o  MIDAS i n  the development of p r o f i t  making corporatiom in which XIDAS 
w i l l  take an equity posit ion.  Besides equity or working capital, MIDAS 
w i l l  provide administrative, f inancia l  and technical  assistance to  these 
ventures, acting i n  a fashion similar t o  a small business investment 
corporation [SBIC) .  These ventures may be spun off  at a later date. 
The de ta i led  prograq of act ion provisionally planned f o r  Year 2 (with 
modifications based on start-up phase and Year 1 experiences) is shown 
in Appendix F. 

(d) Rural Industr ies  I Project - Years 3-5 (*I 

At the beginning of Year 3 ,  MUlAS wfll be i n  t h e  process sf 
completing t he  h i r ing  of i ts fu l l  planned complement of personnel and 
the organization w i l l  be undertaking all of i ts designed service 
delivery and p r o f i t  generating functions. Details s f  the program t o  
be repeated f o r  Years 3, 4 and 5 are also shown i n  Appendix F. 

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

( 2 )  Post year 5 A I D  ar other  donor funding has been d e a l t  wiL\ i n  
Section VII. 



(el MIDAS Orqanizatisn Structure aid Staffina 

In oraer to provide the services listed above, MXW may be 
staffed as follows. Timing of new hirings and flexibility in modiEy- 
irng staff requirements will be necessary however, as staffing 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 

Y e a r  1 (add): Long tern Expatriate Consultant (2 year term), 
Chief Accounting and Ffnance, Information 
Specialist, Coordinator of Technical Services, 
msixss !J.znager an12 1 nuppor t  s-f f . 

Year 2 (add): Second Expatriate Consultant, Research Specialist, 
Project Development Specialist, Marketing Specialist, 
Grant Supervisor, Grant/fnan Supervimr, Chief 
Information Unit, Chief Technical Unit, Manpewrtr 
Development Specialis+, Planning Specialist, and 
4 support staff. 

Y e a r s  3 - 5 :  Second Grant Supervisor and 2 support staff, 
(No other new adsitions 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 capetent 
women far the  above positions In Year 3, MIDAS will have assumed 
the f ~ n n  represented by the following organization chart, 
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B. Component 2 - Development Funds 

This component w i l l  set aside a p,oP of funds f o r  developing and 
undertaking f e a s i b i l i t y  studies and p i l o t  programs i n  high potent ia l  
approaches t o  sec tor  developmgnt(1). These funds would be u t i l i z e d  i n  a 
similar manner to  those which h w e  been made avai lable  t o  t h e  BDG thmugh 
the ATD Technical Resources Project (388-0027). They would not,  however, 
be limited t o  technical services ,  but could be u t i l i z e d  for all of a 
p a 0 t  or e ~ r h e n t a l  pro jec t ' s  needs, such a s  r a w  materials and other 
c o ~ i i t b e s  . 

Fach program considered bvuld be individually d n e d  by t h e  BBG 
and A I D  before the a c t i v i t y  would be approved f o r  fun-. The Rural 
Industr ies  Grant Agreement would specify t h e  procedure to be followed 
including the  issuance of Project  Implementation Let te rs  (PIL's) f o r  
any activity selected f o r  funding. The BDG Ministry of Industries would 
be the  intermediary i n  charge of a l locat ion of all Component 11 funds. 

There are five c r i t e r i a  by which praposed a c t i v i t i e s  w i l l  be 
evaluated. These w i l l  provide the  basis for rejecting unsuitable 
proposals and for s e t t i n g  p r i o r i t i e s  f o r  funding acceptable optionp. 
The criteria are prg follows: 

1) The a c t i v i t y  d i r e c t l y  addresses one or more of the major 
cans t ra in ts  to r u r a l  indus t r ies  development, 

2) Pflot programs demonstrating new technologies or  industrial 
processes nust be implemented through sub-contracts t o  prfvate  
individuals or firms and designed for wide scale repl ica t ion  through 
the private sector or t o  promote private sector growth. 

3) When an a c t i v i t y  is aimed a t  a product or industry type, t he re  
should be evidence that widespread and profitable production is possible 
(i.e. demand exists and marketing systems are ident i f ied ;  soghist icat ion 
i n  managerial o r  technical s k i l l s  is  not required at the  l eve l  of the 
SCI entrepreneur; r a w  m a t e r i a l ,  credit and other inputs are airailable 
and affordable t o  the enterpr i ses) .  

4) The B E  agency responsible f o r  services under criterion 2 
above or undertaking any other  a c t i v i t y  hereunder, must demonstrate that 
it caxn and w i l l  provide adequate technical  and/or administrative support 
for the activity and follow-on design and implementation. 

5 )  Pr io r i ty  w i l l  be given 20 aciivit ies which employ labor ir,ten- 
sive,  energy e f f i c i e n t  modes of operation, employ w m e n  as entrepreneurs 
or a t  other income generating l eve l s ,  use indigenous natural resources,  
and/or are agro-industry or export oriented. 

f 1) See Appendix H for o f f i c i a l  BLG/AID co~ications, 



The Development E7.znds pool w i l l  contain $1,270,000 categorized 
as follows: 

1) Assistance t o  BSCIC t o  e s t ab l i sh  a wide and t r u l y  responsive 
system f o r  promotion of village indus t r ies ,  possibly supported by 
c r e d i t ,  t ra in ing ,  and women's indus t r ies  and entrepreneurship develop- 
ment, 

2 )  Determination of f e a s i b i l i t y  and designing of a plan f o r  
cap i t a l i za t ion  of small sca le  indus t r ies  through one or more pr iva te  
sec tor  f inancia l  ins t i tu t ions .  

3)  Assistance f o r  spec i f i c  product development, with research 
and p i l o t  production. 

4)  Development of experiziental approaches t o  rural indus t r ies  
promotion. 

It is  ant icipated t h a t  efforts undertaken under Component 2 may 
lead to one o r  more addi t ional  pro jec ts ,  for which a follow-on to t he  
m a 1  Industr ies  I Project may be written.  However, the a c t i v i t i e s  
i n  t h e i r  own r i g h t  w i l l  have a pos i t ive  effect on SCI productivity 
and employment i n  Ban~ladesh. 

The four above mentioned categories are i l l u s t r a t i v e l y  described 
below. The examples, however, should not be taken as a final defini-  
tion of funds u t i l i z a t i o n .  I f ,  f o r  example, it is determined that-the 
roofing tiles projec t  outlineti below is not  feas ib le ,  funds made avai l -  
able through the pool would be utili.-4 i n  another fashion agreed upon 
by AID and the BDG. Funds, f o r  example, might be real located t o  cam- 
pensate f o r  underestimation of the budgetary needs of any of the below 
mentimed s-&-projects. They may also be u t i l i z e d  i n  unmentioned but 
related activities, such as the development of a c m m d i t y  impart 
progrm (CIP) , sector s tud ie s ,  or export, j o i n t  venture and pr iva te  
sec tor  investment promotion. 

1. BSCIC 

a) Responsibility and Capacity 

BSCIC i s  the premier agency appointed by the  BDG f o r  providing 
extension and promotion services  t o  most p a r t s  of the SCI  sector. It 
is an autonoxrous agency under the Ministry of Industries.  it w a s  formed 
in 1957 and has undergone several  stages of reorganization, but at 
present it is responsible f o r  both small sca le  and cottage industries, 

BSCIC has a wide range of ongoing a c t i v i t i e s .  It manages 20 
industrial e s t a t e s ,  the Bangladesh Handicraft Marketing Corporation, a 
design center ,  a Rural Industries Service, and various projects t o  
promote spec i f i c  industries f see Appendix I). 



Nevertheless, BSCIC does not have much extension capaci ty-  and 
pr imari ly  f o r  t h i s  reason has not beec  e f f e c t i v e  i n  pronoting growth i n  
the  SCI sec to r ,  Its e f f e c t  on s m a l l  s c a l e  i ndus t r i e s  has a o s t l y  been 
0% those indus t r i e s  located i n  i t s  cwn i n d u s t r i a l  es tazes ,  Z C s  e f f e c t  
on co t tage  indus t r i e s  has been only i n  a f e w  geographically l imi ted 
areas and i n  a few s p e c i f i c  przduct typzs in thos2 areas, 

There is 1 )  no micro i n d u s t r i e s  c r e d i t  system, 2) nc general  
extension network f o r  promoting micro indus t r i e s ,  3) no organized 
hierarchy of t ra fn ing ,  nor a c e n t r a l  t r a i n i n g  f a c i l i t y ,  and 4) no system 
within  BSCIC t o  promote women's i ndus t r i e s  and entrepreneurship.  

The aim of USA13 a c t i v i t i e s  with BSCIC is  t o  promore p ro j ec t  
d e ~ e l o p n e n t  and i z ~ l e m e n t a t i o n  in these four  areas, 

I n  S e p t e ~ 3 s r  1939, a nev Chairman was appointed t o  BSCIC- Ye has 
out l ined plans f o r  decen t ra l iza t ion ,  with ESCIC reaching out t o  t he  
village a r t i s a n  as we l l  as ~ 5 d e r  pronoti02 of modem small stale 
i n d u s t r i e s ,  As he took over Leadership i n  BSCIC, the EDG amounee6 t h a t  

1 t an I n d u s t r i a l  Revolutioc" would be one of fou r  major revcPutior,s (I1 i n  
the  country, and gave BSCfC a major r o l e  i n  planning and implenentirrg 
t h i s .  

b) USAID Relations wit5 BSCIC 

The Rural Industries Study Project  (RISP) funded by USPID was 
conducted by the  B=gladesh I n s t i t u t e  of Dcvelopnent Studies under 
cont rac t  with BSCICo 

Subszquently, BSCIC infomall>-  asked USAID f o r  a s s i s t ance  i n  
project development i n  th ree  arcas: 1) cot tage  t r ~ d u s t r i e s  credit and 
extension 2)  consolidation of BSCIC t r a in ing ,  and 3) women's iindustri2s. 
I n  response, three c o m i i t t e ~ s  cf I a c a l  exper ts  were es tab l i shed  t o  
develop data  and plans t o  go i n t o  BSCIC  ~ r o j e c t  pro  fornas  for thesz 
t h r ee  areas .  The work of the  c r z d i t  and womecrs errtreprsn2urship c m -  
n i t t e a  w a s  completed i n  Ju ly  1981, and yielded p l a ~ s  for BECIC to 
phas? Po an in tegra ted  micro industries extension system supportzd by 
c r e d i t  and including wmsnrs i n d u s t r i a l  a c t i v i t i e s ,  beginning i n  fhs 
t en  RISP thanas. 

' US-AID~BSCIC Proposed Ccmponerrc 2 kctivitizs CI 

BSCIC has subni t ted  a request  which asks f o r  long tzm ass2stance 
from AID over t h  z2-? f + - - ~  Yzzrs for EP "Int,ezratel P f o g r ~  for  Credi t  
Supply t o  Rural indus t r ies"  and f o r  a "Vonen's Entrepreneurship 
Development Prograz'', Both program have been designed Trick phased 
iqle=er,t ,at ion plans and prDpose t k a t  PL-450 T i t l e  111 counterpart fun6s 
h e  enplcyed t o  cover t h e  majori ty of prograri costs, 

(1) The other thrze are population cont rc l ,  mass literacy and 
agr icul tura l  developn2nt (canal digging) , 



Before considering a s s i s t i n g  3SClC on f u l l  i a p l m n t a t i a n ,  AID has 
proposed a p i l a t  phasc. The 3SCZC proposal on credit is wcllvorked s ~ t  
as rzgards n2chanisrs fp,r crcdit delivery and rscovery, but saccess wi l l  
d q e n d  on BSCIC ?c?velor~ment: of a3 affzctive extension cz?acitjr tc go with 
it. The womn; s ~ntrzpreneurship pGograz Ifk2wise addresses z Cf f f icukt 
arza in which experimentation and slow begianings are necessany to refin2 
ths operat ional  systsn to be eziployed. 

Tie p i l o t  phase would be funded by $670,000 fron Conpaneat 2. For 
cr2Cit delivery, systan testing wggld tzke  ?Lace in four thanas of fcsr 
sqarate dis t r ic t s  and sxpzri=ls;?ntally operate from two bank branchss in 
each of thc thanas for one year* BSCZC w i l l  provide the addnistrative 
structure through its headqaarters and t5-s pr-ossd District Lndustri2s 
Ceat~rs and min ta in  l inks  with t3e proposzd 4 thanas. It wi l l  also 
?lacs extension af f ics rs  ia ~ z c h  of t b  4 elharas. Thzsz officers will pro- 
vide Cechn5cal azd aanagzrial advice ta ths prgprietors, and jo in t ly  
evaluats crediz requzsts ~ ~ 5 t h  Sank agerats. Ths conearned bvlks will 
provide the adninistra~iv2 stn-.'ura asd training for this  new program 
Dcsign docmzr,cs sfiow t h a t  opz+ ' s n s  shotrld be -iclargirraTIy 2rof i t ab le  for 
She bmks. T ~ G  averzge loan size w 2 l l  be 6003 ta'#a (less than $4001 
with a naximu~ oE 25,000 t a b  (3zss t 5 e  $16QC)., 3 e  proposed frmd 
provided by 'JSAID f o r  thfs pilot phase will iaclude the loan anozsnt and 
a guarantee of 93 psrcznt of dsfaalts ( ~ L t h  arr estinated defzult  rate a£ 
30 p s r c e n t ) .  Thers w i l l  also be s o w  furids for training bank agents 
an5 incentivzs to barzk agents and BSCfC sxtensiail warisers f o r  recornend- 
iag clients wk3 :e?ay their loacs on tine. Mschaniszas f o r  creclit del5.very 
have been adequatdp vcrked out and provisions for evaluation included 
i n  t h e  dzsigz. 

The p i l o t  p-oject on woren's actxzprsozars i i~  and smplopcnt 
si?nuld begin ir, tns: ssze 4 thanas so that t R z  s a x  crcc2it; nzchadsn, Eay 
be ussd and BSCIC overhead z i y  32 dninized. It is proposed to rzszmz 
30 pzrcezt of thc c r e d i t  f o r  w m e n ' s  i r idustr ies .  Tine eszarizizntzL pzoj2et 
on WOZIZE's entrcprr-azcrshlp will also %ave so= =odest furrds for  scsC 
money for wonen's n a 7  industrizs, s p e c i d  tra._ning a d  personnzl costs, 
and project operatioa costs. Ths BSCIC design docun~nt  1li?83tisns various 
m~chanisms by which w m a  may be encouraged ts go into entr~preneursbip 
f o r  indus~sl~s suitabls f or  thm in t h ~  cultzre of Bangladesh, ani also 
t o  assisr poor women i n  gaining aploymznt in village or cottage indus- 
tries. BSCIC i s  to ass i s t  w o E n  already t r a i n s d  by other public and 
private ~rganizazio~s to develop production of co=reidly viable 
products and narkst the= locally in bazars and thrcugh a s p s c i a l  agency 
to  be ssz up fo r  t h ~  purpose, 



The proposed budget for  these p i l o t  e f f o r t s  in t h e  4 thanas is 
as follows: 

- b a n  fund, through commercial banks 
(30 percent reserved f o r  Women's 
Entrepreneurship Program c r e d i t )  

- Guarantee fund for c r e d i t  128,000 

- Incentives, t ra in ing ,  and consultancy 
fo r  micro-industry c r e d i t  pro jec t  

- Women's industries seed money 

- Incentives, training, and csnsultancy 
for  women's industries project 

- 1 2 a n s p o ~ a l i o n ,  miscellaneous project 22,000 
expenses 

Total for AID: $670,080 

- BDG contribution t o  the two projects: 
BSCIC headquarters and overhead, divi-  
sional of f i ces  D i s t r i c t  Industr ies  
Centers t o  be set up, placing and 
supporting extension o f f i ce r s  i n  the 
thanas fo r  assis tance,  loan applica- 
t i o n  appraisal, aid  i n  col lect ion,  
s e t t i n g  up a new administrative u n i t  (taka 
for  women's industr ies ,  t r a v e l ,  per equivalent) 
diem, publicity, e tc .  $230,000 

$900,000 

Xf this p i l o t  phase is successful for e i t h e r  or both of these 
p rc jec t s ,  consideration w i l l  be given t o  large scale implementation 
as outlined i n  BSCIC's design documents through Title 1 x 1  counterpart 
funds and a Rural Industr ies  1 Project follow-on program. 

2. Venture Capital 

Funds from t h i s  sub-project may be used t o  design a mchmism 
which would stimulate growth in the  micro industry l eve l  through a 
strategy a5 providing equity t o  medium scale  and larger small indus- 
tries. The equity would not be directed at small businesses t h e  
selves. Equi ty  par t ic ipa t ion  would provide addi t ional  capi ta l iza t ion  
for those businesses where new tezhnology "turnkey" packages produced 
for use by SCI's would provide t h e  SCI's t he  mans s f  production t o  



increase "value added" of rural r a w  mater ials  and s u p p r t i n g  mechanisms 
to snsure SCI success. By applying these products to the SCf sec tor  on 
a technology transfer, t u n k e y  bas is ,  an increase i n  SCI  a c t i v i t y  and 
associated r u r a l  employment would be expected. An example of how t h i s  
me~~anism might work follows: 

The venture c a p i t a l  company would identify a process su i tdble  far 
SCI' s such a s  s m a l l  sca le  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 c a p i t a l  company would parti- 
c ipa te  with a medium or larger m a l l  scale industry i n  the manufacturing 
of a rider of machinery units for  the process. Pexhaps 5 0 ,  500 or 5000 
of these turnkey packages would be produced and marketed t o  SCI entre- 
preneurs who would i n t i a t e  new small sca le  manufacturing e n t i t i e s .  
Marketing research, qual i ty  control  and other support mechamisms would 
be included in the package. Financing of the SCI entrepreneurs would 
be through a commercial bank associated w i t h  the  venture c a p i e l  company. 

a9 Supply and Demand Factors 

Rural indus t r ies  are typica l ly  labor inter-sfve and deal almost 
exclusively with raw materials avai lable  local ly .  Tb generate their 
income (cash f l ~ w )  , they must sanehow add value t o  the "inputsw. Once 
the p d u c t ( s )  i s  produced, they must be sold fo r  a t  least the amount 
needed t o  meet expenses and pay the owner some income. One problem, 
however, is t h a t  many similar small and cottage indus t r ies  deal with 
the same raw materials and there a r e  more products produced than can 
be absorbed with present marketing and d i s t r ibu t ion  systems. This 
condition (over competition i n  loca l  areas) is  further aggravated by 
attempts to engage more entrepreneurs i n  s imi lar  enterprises .  I n  short, 
producrion increases without corres-pondins increase i n  product t-ypes 
and/or the market size can hurt t he  micro industry sector. Not only do 
small businesses f a i l ,  but efforts to generate addi t ional  employment 
also f a i l  and development resources a re  wasted. 

On the supply side, the level of marketing of products available 
is rudimentary. Artisans and small industry people generally sell t h e i r  
wares i n  a limited =ea or they sell t o  i t i n e r s n t  wholesalers who then 
resell. As a r e s u l t ,  s e l l i n g  areas are r e s t r i c t e d  or the producer 
loses t he  bulk of t h e  p r ~ f i t  t o  the wholesaler. The SCP producers 
involved do not know how to extend their reach into other  areas. As a 
resultl market share is low and employment suffers. 

On the  demand sid~, pcoLucts avaiicruit: ase akmea at subsistence 
needs. The shops and bazaars contain cloth,  shoes, food, n a i l s ,  p s i l s ,  
furniLue, medicines, building materials and other items dealing with 
survival  needs. However, those products evolved have to deal i n  new 
ways w i t h  ex i s t ing  raw matexials or deal i n  some way with raw materials  
that are discar9edthrough L\e introduction of new operating methods 
into the area. These changes can only come about thzraugh the transfer 
of technoPogy and means of production t o  the rural sector. 



b) An O r g a i z a t i o n  Proposal 

The venture capital orgznization might have government partici- 
pation I n  both capi ta l iza t ion  and on its Board of Directors,  but would 
be contlrolled by pr iva te  sector interests. It would have t o  serve 
several functions including marketing sales prouotion, f i e l d  suppart and 
new venture development. The organization would crea te  and fund the 
above described pr iva te  sector technology linkages to SCI. Such organ- 
iza t ions  i n  Bangladesh which might participate i n  the equity mechanism 
include the  Xnvestxne~t Corporation of Bangladesh (ICB) and the fnter- 
national Finance and Investment Corporation (IFIC) , t o  name but two, 
Also, implementing organizations e x i s t  t o  carry out the mandate of 
affecting change through supprt  i n  implementation a t  t h e  small and 
coke-7g levels. KIDAS cocld i n  this f i e l d  support through 
i t s  c l i e n t  agencies, since it w i l l  operate i n  the private sector and 
would be motivated t o  iriplenent a program a t  that level .  

Various conponents are already i n  place to effect such a mechanism 
fo r  Bangladesh. The Division of Science and Technology of the BDG has 
already identified over 180 technologiesr some of *which might be devel- 
oped i n t o  turnkey packages, In a d d i t i m p  the National Small Inhiustries 
Corporation of India has developed an: markets approximately 75 small 
industries, new technology turnkey packages. The equity program could 
be the x-etticle t o  e s t ab l i sh  those which are appropriate i n  the s m a l l  and 
and cot t -  ;e f.adustry sector, 

The btission, ?C3, IFIC, MIDAS, Ministry of F:inanze, the cen t ra l  
and corrsnercial banks, and others have developed the road out l ines  of  
such an  equity mechanism as described above, with consultancy assis- 
tmce from Pract ical  Concepts, Inc., working under an A I D  funded IQC. 
A second stage design study is planned before a pilot o r  f u l l  implemen- 
tc?.tion effort w i l l  be undertaken. Current thinking places the cost  
for  t h i s  design stu6y at about $100,000. 

The Mission has also been in contzct w i t h  a Philippine small 
business investnent corporztion (SBIC) and is examining other equity 
capital/small business investment mechanisms. 

3, Product Development 

As pr--posed i n  the Rural Industr ies  P I D ,  USAXD may fund one or 
more effo&s for specific product development, through government 
agencies. These m y  involve prcducts pmmsed for a t t en t ion  in the 
RISP, or proposed by uqlementing agencies, In regard to the f i r s t  
case, t h e  RISP is  producing case studies on pottery, coir, roofing 
tiles, agar (a s c e n t ) ,  and silk. 

The following examples are illustrative: 
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a)  Roofing T i l e s  

A RXSP study on roofing t i l e s  showed considerable scope for 
promotion because the  present industry is located i n  only part of the 
country but could be diffused t o  the whole country. It was a l s o  
ident i f ied  as an industry t h a t  can use exclusively loca l  r a w  materials, 
and can a t  the  same time cause improvement in  the qual i ty  of people's 
housing =d environment. 

The Building m,d Housing Research I n s t i t u t e  was appointed t o  
develop and popularize improved low-cost rural housing, It is under 
the  Ministry of Science and Technology. Based on the  recommendations 
i n  t h e  mSP study, t h i s  I n s t i t u t e  would be ass is ted  t o  design an exper- 
imental small scale  gas-fired production uni t .  After publication of the  
d e t a i l s  of the venture, an entrepreneur or pr iva te  sector  firm w i l l  bc 
ass is ted  t o  gain financing though  a commercial bank and provided w i t h  
managerial assis tance so t h a t  he may s e t  up and begin operation of the  
f i r s t  roofing t i l e  enterprise .  Popularization of use of t i l e s  i n  
eas tern  Bangladesh and collaboration with entrepreneurs and MIDAS c l i e n t  
agencies after the p i l o t  plant has been beduqged, w i l l  be part of the 
p i l o t  pro jec t  design aimed a t  rapid diffusion through the pr iva te  sector .  

B) Essential O i l s  

In te res t  i n  t h i s  product area was generated by the Banglad sh 
Council of Sc ien t i f i c  and Indus t r ia l  Research (BCSIR),  which has 
already begun work on extract ion of several  types of o i l s  (fernan grass 
o i l ,  eucalyptus oil). BWfR can do the technical  research, bu t  needs 
funds for collaboration with pr iva te  sector  entrepreneurs for turning 
the  laboratory extract ion process into conmercially productive enter- 
prises, ECSIR =d USBI3 h v e  hsc! dfacussierrs en = potential project 
in this area. 

FUSP collected considerable information on the l s c  industry,  
while at the  same time BCSPR has been conducting technical research. 
BCSZR has shown i n t e r e s t  i n  a pro jec t  to upgrade the l a c  produced i n  
Bangladesh and save the industry f r o m  ext inct ion by promoting new 
uses for lac in industry and handicrafts. 

b d s  needed for r u r a l  industries project def in i t ion  and p i l o t  
development for t h i s  area of spec i f i c  product development are based 
on a po ten t i a l  roofing tiles sub-project ane initial exploratory work 
for a second product type. me sum of $300,P00 has been estimated 
to be suf f i c i ent  to undertake these activities. 

(1) Lac is the base far lacquer. It is secreted by insec ts  feeding 
off spec i f i c  v a r i e t i e s  of trees. 



4 .  Experimental Pi lo t  Programs 

Because the Mission's rural i n d a s t r i e s  proqam is  aimed a t  pronnoting 
a l l  p o t e n t i a l l y  v i ab l e  approaches t o  s e c t o r  development which staff t b  
and funding w i l l  allow, i t  i s  des i r ab l e  t o  have funds ava i lab le  for 
p o s s i b l e  project development and experimentation w i t h  o the r  government 
agencies. There are many BDG agencies o r  departments woxrking i n  one way 
or another with m u r a l  indus t r ies .  For example: Integrated Rural Develop- 
ment Program (IRDP), Ministry of  Women's Affa i r s ,  Ministry of Youth 
Affairs, Ser i cu l tu re  Board, Chittagong H i l l  Tracts Development Board, 
Offshore Islands Development Board, Fores t  Department, Agricul tural  
University of Mymensingh, Bangladesh Agricul tural  Research Council, 
National Foundation for Research on Human Resources, some u n i v e r s i t i e s ,  
and o thers .  Some of these agencies might pursue ideas  arising from t h e  
RSSP d a t a  or t h e  case s tudies .  Al l  of them are being urged by the BDG 
to  develop indus t r i e s  as part of t h e  na t iona l  " indus t r i a l  revolution" and 
f o r  income generation of needy people. 

These sub-projects would be considered unsui table  f o r  HIDAS i f  their 
costs are higher than allowed for i n  the FJDAS budget and i f  i n i t i a l  
p r o j e c t  design land p i l o t  support efforts are t o  be carried out through 
governmental agencies. A l l  designs,  however, w i l l  be aimed at subsequent 
MIDAS or o the r  private s e c t o r  f u l l  sazile implementation. 

I l l u s t r a t i v e  Budget S u m m a q  

The following budget has not  been inc~rporated into the financial 
ana lys i s  sec t ion  of the PP as it is only i l l u s t r a t i v e  in nature. Unt i l  
f i n a l  decis ions  are made as t o  which, and t o  what ex ten t ,  t h e  above 
sub-projects of Component 2 are t o  be undertaken, it is f e l t  t h a t  the 
following, as only a "most l i ke ly"  s i t u a t i o n ,  should not ,  by being 
repeated and analyzed i n  other sec t ions  of this paper, be in t e rp re t ed  
as a d e f i n i t i v e  plan of ac t ion .  

TABLE 3 
COMPONENT 2 - POTENTIAL USES OF RRJBS 

1. Assistance t o  BSCIC $ 670,000 

2. Venture Capital 100,000 

3. Specia l  Product De~elopment 

4. Experimental P i l o t  Programs 

300,000 

200,000 

Total  1,270,000 



111, ECONC; IC ANALYSIS 

A. R o l e  of SCI i n  Economic Development 

Growth o f  small sca le  and cottage industry (sCI) i n  Bangladesh 
can play an important ro le  i n  promoting f u l l e r  u t i l i z a t i o n  of available 
pr iva te  sec tor  cap i t a l  and the  country's abundant huxnan resources. 
Besides t h e  contribution t o  growth and employment, SCI can develop entre- 
preneurial  s k i l l s ,  a prerequisi te  f o r  fu ture  expansion of pr iva te  sector 
economic ac t iv i ty .  Also, growth of cottage and s m a l l  s ca le  industry may 
promote rural arid regional development objectives.  

The Rural Industr ies  Study Project (RISP) shows SCI is a much more 
important source of rural employment than previously thought. In some 
areas  surveyed, employment i n  this sec tor  w a s  as hiqh a s  25 percent of 
total employment(l), while a conservative estimate nationwide is about 
14  percent ( 2 )  . 

Off ic ia l  s t a t i s t i c s  is11 t he  indus t r i a l  sector  show that over 80 per- 
cent of f u l l  and part time indus t r i a l  jobs come from SCI(~). S t a t i s t i c s  
from the  RISP suggest the  percentage i s  probably even higher because 
official figures ser iously undercount cottage industr ies .  

Available evidence from Bangladesh ' s Census of Manufacturing 
Industries (1975-76) and Sample Survey of Unregistered Industr ies  (1976- 
77) indicates that any expansion of S C I  w i l l  be mre labor intensive and 
have a higher r a t e  of return on capital than medium and la rge  scale 
industry, Average fixed assets per jab, which provides an indication of 
d i r e c t  employment t o  be expected from expenditure on p lan t  and equipment 
was $160 for cottage leve l  informal indus t r ies ,  $570 for registered 
small sca le  firms, and $1,200 for la rger  firms. Excluding interest, 
profits per fixed asse t s  for la rge ,  regis tered small, and cottage 
industry were 39 percent, 62 perwnt m d  156 percent respectively: 
p r o f i t s  per sales were 17 percent, 20 percent and 29 percent, This 
data  may be misleading for several  reasons, e . g .  a higher m o r t a l i t y  rate 
for S C I ,  d i f fe ren t  accounting prac t ices ,  e t c .  and, of course, var ia t ions  
by product l i n e ( 4 ) .  Nevertheless, when one considers the  conventional 

(1) Bangladesh I n s t i t u t e  of Development Studies, Rural Industry Project, 
Phase I Report, May 1979. 

(2) R. Allen, FUral Ir-ezstries Employment Findings of the  RISP, Phase I 
-port, Hem, USAID/Dacca P-2 (undated 1980) 

(3 )  world Bank, Issues and PrWSpCtS for Xndustrial Development, Vol 1, 
The .$fain R e p o r t ,  R port No. 1291-BD (Dec. 1978) , P. 7 

(a) world Bank- Staff  Appraisal Report on the  Second Small Scale 
Industry Project, Bangladesh %port No. 1802-BD ( M w  1978;, P.3 



view in Bangladesh about the efficiency of medium and large scale enter- 
prises, which are largely in +he p-&lic sector, and further considers 
subsidies received by larger firms, a concBusion that investments in StI 
are financially and economically at least as profitable as those i n  larger 
f i m  appears reasonable (1) . 

SCI's are an important source of entrepreneurial s k i l l s .  The RfSP 
found 28 p r c e n t  of the workers in rural industry were proprietors and 
for 65 percent of them, rural industry was a full-time occupatian, 
While the industries are not evenly dispersed, they are widespread i n  
rural areas and can be a key cornpor.-.nt of ar. employment oriented develop- 
ment strategy , 

B Project Components 

The Rural Industries I Project is essentially an institution 
building proSect. The majority of activities do not lend themselves to 
quantification of employment generztion benefits or economic analysis- 
Various project activities are un5ertaken to improve project Fnstitu- 
tions, without which there will be no hope far successfully irnpleraeneing 
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 prcductian techniques, 
lack of access to credit and raw materiais, weaknesses in managerial. and 
technical skills,md lack of access to mdsm technology. 

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

3.. 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 sf HIDAS and other local or expatriate private 
sector organizations that M I D M  will be servicing. Major assistance 
will be in information, technical assistance, anc3 finance, The project's 
reach should be extensive* The order of magnitude w i l l  depend on the 
number ardkind of organizations using MXDAS' services. Impact on 
employment and incudes WLAA uepeua on u e  ~nremeazaries' ability to 
translate MPDAS' services into direct  assistance to SCI's- 

(1) World Bank, Staff Appraisal R e p o r t  on the Second Small Scale 
Industry Project. 



For tr.IDAS, direct grants and loans to client agencies may directPy 
affect enploymerit and 2r.corte.s cf fro= 35,000 to 70,000 persons over 
five years (1) . ::A additional 800 to 17c3 pezsons should receive train- 
ing. Betv~een 700 an2 1450 other sep~-ate ly  identifiable assistance 
activities i n  feasibility, e-ialuation, mazketi.ng, zrocurament and 
other consuLtancy areas shcl ld also result i n  significant numbers of 
new and inprove3 incoin2 generating a c t i v i t i e s .  The employment genera- 
t ion ,  productivit-- a d  ?zoi'itabilbty benefits of a widely circulated 
newsletter and other inZomztion d i s s d c l k i o n  zctivities s h o a d  aPse 
im-pact significantly on the yzoject gaals. 

The cnallenge t h i s  project cmtpzmt faces is finding more effec- 
tive ways t o  re2t:1 I-. 2rie-5ors of cattag2 c"md spt.zl1 scale industries. 
Incorporated into the MliiS -7roject will be an evaluation system to 
determine direct  bcoz2 2:;; e r . ? l o ~ , e ~ t  effects of P f A S  activity and 
thus provide L?fomsticn needed t~ evaluzte emmanic soundness of the 
PJDAS cempcnr-:t, 

If a p:lat project on creeit such ES that  ovtlhed in Section I1.B 
is undertaken, appmximztely 9000 workers h 2400 industries s-d 
benefit by their enterlpzises increasec worlring capital. This assmEs 
an average loan size of $310, the tazget of draft sub-project pm 
formas, This benefit w3ul.d be rdZition t o  hprsvenent i n  job 
quality and earninas r-ezcltinq f r c ~  maplesnentary extension services 
accompanying t%e lams. 

If a pilot activity follows *Ae feasibility/design activity and 
$500,1400 is invested through the vsrrture capital program in two tumktq 
pi lot  act ivi t ies  such as ~ F c r a  in5ustry semi-mechanized soap markufac- 
t-e, abont 400 jobs ir. one or two medium scale enterprises (see above 
Economic Analysis CapitaLization Estimates) and appraxbately 6000 new . - jobs in 1000 new micro ~ncustries which have procured the packages, 
wouli! be created. Jo5s created per dollar invested would increase 
with progr2-m experience zii2 s2reaa of f ixed overhead, 

Insufficient defin5t:on exists in other potent ia l  Component 2 
activities t o  estimate enslopent, praductivity or profitability bne-  
f i t s .  Eowever, each zc t iv i ty  m5ertzkc1; w i l l  be judged on potential 
to  provide these returns WE? its cos'l effectiveness Wore being 
funded { w a n t i f  ied, if c;?lica21e) m d  will include an evaluaticm 
component that w i l l  dgtermine follow-on economic viabil ity.  

(1) See Table 2 ,  Section 1 I . A  - Each grant/loan is expected to 
create or TmproTLre ret=.s t o  a t  l e a s t  300 small industries 
which w i l l  employ averzge of slightly over three workers 
per enterprise - 



N SOCIAL !3OUNI)NESS 

A. Introduction 

The social soundness assessment af the Rural Industries I Project 
is Based on examination of existing literature on employment and its 
sociocultural context, RISP data, and an u n d e r ~ t ~ d i n g  of changes 
occurring in rural Bangladesh because of demographic pressures, e c o d c  
forces, and inequities between social classes. 

'ac-tngladesh is the eiqhth most populous coauttxy in the world. Its 
'33 miillon people are dependent upon an inefficient rice-growing agrarian 
system affected by a climate s*Jbject to extremes of weather. In an area 
approximately the size of the state of Iwa, nine out of ten Bengalis 
five i~ villages. Overall rural population density is the highest in the 
world - 1600 per squire mile. N~arly half the population is under 15; 
only one in five is literate. Transport and ccmmunication, fn the rioerine 
C e l t a .  of the Ganges-Brahmaputra rivers which compose the country, is 
extremely slow and difficult for most of the year. RIzral infrastructure- 
roads, communication, electrification, etc, - is minimal. 

with the exception of tribal minorities, the country is ethnically 
homogenous, 9E! percent have Bangla as their mother tonme. Social 
organization Ciffers only slightly from region to region, Eighty five 
percent of the population is Muslim, with the majority of the rest Hindu, 

8 .  Social Organization 

Bangladesh is  founded on a rural, aq=ian peasant social base, 
The primary social and cultural units are family and fiousehold based 
upon a man and his =ied sons, or upon a gmk";, of brothers w i t h  their 
wives and unmarried children. The divieion of labor in the household 
follows sex lines in both agricultural and non-agrfculLrral. families. 
Men do heavy work,  especially outside the homestead, W o m e n  and children 
play important roles in the processing and starage of foods, tending 
livestock, and maintaining +& operation of the homestead. 

xomesteads cluster into hamlets (para), which may include some 
kinsmzn, Artisan families tend to occupy individually named para within 
the wider village r a m m i t y .  

Villages are, in most parts of the ccsuntry, scattered hamlet 
clusters rather than cohesive agglomerations of dwellings, They are 
functionally amorphous zs w e l l ,  : ; l th  relatively little communiw level 
actiwity, 

Within cormmutities, there are clearly marked social class divisions 
coinciding w i t h  economic and political power- Control of land and 
weal# provide a basis for authority; large landlords either manage farm- 
i ~ g  through hired labor or put out land on shares to smaller farmers. 



In tkc RISP study, rural artisans came almost entirely f r a m  the land- 
less or fmm persons w i t h  uneconomically small holdings. Such per=- 
are dependent econoxnicahly and politically upon the goodwill of the 
wealthy and powerful. 

Artisan households often engage in a wide varfety of activities 
in order to assure income. In one study, (BRAC .nod. 1 three families 
of Muslims combined weaving w i t h  fardng. In the  same connaunity, 
several landless persons combined casual agrfculturd labor with prepa- 
ration and sale of snack foods, and four blacksmiths subsisted en t i re ly  
by their traditional craft. As the products of traditional c r a f t s  are 
displaced by cheaper goods from the ~sarket ,  more artisans are forced 
to abandon their traditional work and find themselves imro1,ved In ar- 
increasingly crowded agricultural labor market. 

The RISP examined a total of 2247 households i n  18 conanvlities 
selected to represent various regions of Bangladesh. The study found 
that nearly one quarter of the working population of these vil lages i s  
engaged primarily in industries and a much smaller proportion than pre- 
viously imagined was solely concerned with agriculture. The study a l so  
ver i f ied  the extreme inequity of land control i n  Bangladesh vil lages 
found by the AID-sponsoreZ Land Occupancy Surveys of 1977 and 1978; in 
the IUSP study villages, 7 5  percent of the households owned one acre or 
less, a t o t a l  of 13 percent of the t o t a l  land. Those households with 
half an acre of cubtivatec I w d  or less were farming as a subsidiary 
occupation. Their main sources of incame were wage labor, trade or - 
for 23 percent - rural industries. 

Sufficient evidence is i n  hand that the a c t i v i t i e s  of t h i s  target 
group, which is for the most  part composed of low incame landless or 
marginal farming households, is an appropriate focus for USWD 
intervention. 

C . Entreprene*zship in Bangladesh 

The RZSP study examined aspects of entrepreneurial recruitment 
and operstion i n  small rural industries in Bang1adesh- Entrepreneurs, 
it was found, seem increasingly to come from non-traditional back- 
gfaunds. Nearly half those ider.tified as entrepreneurs were engaged 
in enterprises which were different £ran t h e i r  family tradi t ions.  
Bowever, they still tend t o  remain i n  their local. areas rather than 
s h i f t  to new places, taking advantage of local knowledge and contacts 
in the operation of their ente-rprises- 

Most enterprises are small and operated by the owner and his 
family. As other investivators have noted, the family centered 3 t u r e  
of mst enterprises constrains growth. The idea and + a d i t i o n  of 
entrepreneurial activity is not well established in Bangladesh as 
compared vith other regions of S o ~ t h  Asia, and the level of technical 
innovation - a s  measured in the = S f ,  study by use of an innovativertcess 



index - is low. However, according t o  the  same study,  t h e  level of 
i n i t i a t i v e  shown by t h e  entrepreneurs i n  establ ishing a c t i v i t i e s  is 
seen t o  ko r e l a t ive ly  high. 

The study notes that increased pressure on the  land, and Uni ted  
opportunity for farm employment, is driving many people to  look for 
a l t e rna t ives ,  Although entrepreneurs tend to come from t rading  and 
othex non-fararing backgrounds ra ther  than from agricul ture ,  an increasing 
number of persons from lower levels of landholding, and from the land- 
less m y  be expected t o  take  up various non-agricultural enterprises 
i n  the future.  

D. Sociocultural C~mpat ib i l i ty  

The Rural Industr ies  Project is intended t o  reach a number of 
t a r g e t  beneficiary 5i-::?s through ins t i tu t ional ized  assistmce. 
Immediate beneficiar ies  w i l l  be government agencies (BSCXC and perhaps 
o t h e r s ) ,  individuals and pr iva te  sec tor  firms, and p r iva te  voluntary 
ortanizations.  Through t h e i r  operations, however, large numbers 02 
c l i e n t s ,  including women and those from low income r u r a l  groups affil- 
iated with these organizations, w i l l  receive assis tance i n  the form of 
information, technical  advice, marketing help, credit, commodities and 
other services, 

The projec t  is designed to use intermediary organizations, in both 
the pr iva te  and r-31-FC sectors, t o  reach widely dispersed, and diverse 
target groups i n  t h e  country. By making use of established limkages 
between these intermediaries and their c l i e n t s ,  d i f f i c u l t i e s  of ident i -  
fying and locat ing potent ia l  beneficiar ies ,  pa r t i cu la r ly  vamen, will be 
lessened. As several  development s p e c i a l i s t s  have argued, a major 
issue in e f fec t ive  implemntation of rural projects is  the establish- 
ment of "intermediate ins t i tu t ions"  between the  disaggreqated and a f t en  
soc ia l ly  subsemiant "end user", and large, cen t ra l ly  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 w i l l  particigate in the project are 
examples of t h e  kinds of i n s t i t u t i o n s  which can develop this inter- 
mediary role on behalf of low income rural enter~~rises and their 
operators- 

Most of the pr iva te  agencies with w h i c h  MIDAS w i l l  be associated 
i n i t i a l l y  began operations in Bangladesh as relief agencies. They 
found, however, tha t  helping impoverished people generate income was 
more productive c k ~ , ~  p L o ~ I G I ~ ~ 9  u e l ~ e f .  These ageniies had l i t t l e  
experience in such economic a c t i v i t i e s ,  and did not have enough business 
experience to s h i f t  operational gears t o  the c r i t e r i o n  of p r o f i t a b i l i t y .  
Sspecially in the ease of poor rural women most of these agencies con- 
tinued encouraging very marginal industries, lirr term of income 
potential) such as making jute hangings, reed mats or f i s h  nets, or 
ra i s ing  silkworms. These projec ts  reach a numbe3: of really impoverished 



people but do little to raise them above poverty or t conkrihute to 
GDP. One of the functions of MIDAS, therefore,  w i l l  be to assist these 
agencies t o  develop business acumen and to work toward p r o f i t a b i l i t y  as 
a goal, thus hopefully enabling more of t h e  t a r g e t  population to gener- 
ate income t o  rise above poverty. 

~ E. Spread Effects: Diffusinn of Innovations 

The prediction of indirect "spread" e f fec t s  fox a project of this 
type is d i f f i c u l t .  The i n i t i a l  thrust of the MIDAS component of the 
projec t  is to provide info';?nation, technical and marketing advise t o  
small sca le  enterprises i n  a diversity  o f  product f i e lds .  In expanding 
the number of small indus t r ies ,  and i n  improving the economic position 
of low income groups, it i s  to be e~pected that beneficiaries w i l l  
extend their a c t i v i t i e s  i n t o  the wider society i n  a number of ways. 
Increased technical knowledge and increasingly frequent participation 
in broader scale i n s t i t u t i o n s  w i l l  inevitably change the perspective s f  
l o w  income, economically marginal or dependent people and allow them to 
become aware of a l t e rna t ive  strategies for  soc ia l  and economic advance- 
ment. 

The establishment of a service agency, MXDAS, which i s  intended 
to convey information about new techniques and materials should have 
an important d i f f t ~ s i o n  effect over time, as it facilitates information 
flow among a diverse set of organizations a t  a time when they have 
expressed a strong need for such fnfonnation. Targeting women and women's 
groups as benef ic iar ies  is necessary to ensure that these imovations are 
spread equitably. 

F. Equity Issues 

Equity quest ions  center on access to t h e  services and i n fo rm-  
tier. to be provided through project ccmponents and on the degree to 
which m o r e  vulnerable groups, such as households headed by women, will 
be able to benefit  directly  give^ social and cultural ccsnstraints to 
the ir  pa r t i c ipa t ion ;  It must be recognized that the potential e x i s t s  
for increased exploitation of unpaid female laborers as a result of 
any i ndus t r i a l  s ec to r  project .  Therefore, t o  t h e  extent possible, 
properly designed project activities w i l l  be a h &  spec i f i ca l ly  at 
-women in order t o  b e t t e r  t h e i r  economic p s i t i o n  4 increase their 
earning potent ial .  

The prsjecf proposes t o  reach its zltkate kznef ic iar ies  through 
intermediary organizations,  both public and private. 3Cn the case of 
the latter, many of t h e  PVO's planning t o  pa r t i c ipa te  through MIDAS in 
this project are already engaged actively i n  a s s i s t i n g  l o w  income 
rural people t o  obtain access t o  services, and ko markets, as w e l l  as 
to information- This projec t  conpnerlt will simply enable t h e m  to 
expand and improve t h e i r  performance in t h i s  regard, 



The public sector organizations, such as IU3 and BSCIC are! a t  
present less capable of adapting their operations to deal. directly with 
.the impoverished. This project, through a variety of assiscance cow 
ponents, w i l i  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 estinated funds for Component 2 activities and 
USAID rong term Personal Services Contract (PSC) support costs, 
Tables 4 t o  7 which follow provide the infomation required for the 
project Zinancial analysis. A 1 1  local currency costs have been 
converted at Tk. 16 = USS1. 

The detailed financial plan for MIDAS, broken dawn by c&tegQlW 
of assistance and year is provided i n  Appendix G. 

8 .  Basis for Cost Estimates 

MIDAS has a w e l l  defined plan for activities to be *;utdertirlren, 
so costing is re la t ive ly  straight forward. The budgeted estimates, 
derived from recommendations of MIDAS Board members, are on the con- 
servative sFde. In addition sane items costed fntO the MIDAS budget 
may be ma& available w i t b u t  cost from AID surplus supplies and 
equipment funded by the Project Development Grant (388-0031). 

C. Cost Cantponc;nts 

Iang term consultants are based on 3/81 costs of slightly under 
$9,000 per =nth adjusted for inflation, W s  is based on assumed 
salarfes of approximately $4,000 per month and adjusted by the ads- 
tion of 100 percent overhead rates. Inca1 and regional smrt term 
consultants are cost& a t  $700-$1,800 per month. Air fares have heen 
included at $2,600 per round trip (U.S./Bangladesh) w i t h  allowance 
made from contingencies for travel of dependents and basehold  efkctss 
for each long term consultant. Dacca per diem has been included where 
called for at $60 per day. 

In the case of MID- salaries of both professional and suppart 
staff have been set at current competitive levels. Adequate estimates, 
which have taken inflation into consideration, have been made for 
e q u i p n t  items, 

D. Cexingency - Inflation 
Allowances for inflation ~ P T W  heen h-if + in% all Year 2 and 

onward cost components at the rate of 10 percent on dollar costs and 
20 percent on Taka costs per year over knmm base year costs, Ira 
addition, a 10 percent contingency factor has been included as a 
separate line item in Cbmpon-nt 1 to rqflect the lack of certainty 
inherent b- portions of the estimated budget. Tfiis uncertainty fa- 



i s  p r i i sa r i ly  bzcause of t hc  p r o j c c t  des ign ' s  allowace f o r  s t a f f i n g  p lan  
n o d i f i c a t i o n s  and adjrrstments i n  t he  m i x  of s e rv i ce s  PIIDAS wi il o f f e r  
i t s  c l i ~ x t  agcncizs . 

E,  Counterpart Costs and C o d t m e n t  
-* 

This c c q c n e n t  i s  z n t i r e l y  an i n i t i a z i v e  of 'L'SAID. As a  pro- 
gram t o  support  ths p r i v a t e  s z c t o r  and deal ing  prirzari ly with non- 
govzrrmenfal developnsnt agencies,  t h e  BDG has not  been requested t o  
con t r i bu t e  any of i:s f i n a ~ c i a l  or  o rgan iza t iona l  rescurces  t c  the p r o j e c t .  

Overai l 

Including anticipated Component 2 counterpar t  p z r t l c i p a t i o n ,  
total coun t zmar t  con t r i bu t i oc  i s  $469,000 o r  about 8 percent  of t o t a l  
p r o j e c t  c o s t .  Eut during the ncxt  five yzars,the EEG w i l l  con t r i bu t e  
25 percznt of th? mount  6f -2Sassistance t~ tnc rural. i n d u s t r i e s  s e c t s r ,  
That con t r i bu t i on  w i l l  i nc lude  t a b  generated from PL-480 T i t l e  I con- 
ce s s iona l  sele o f  co t t on  whcn such taka i s  used t o  support t h e  rural 
Fndustriss sector .  

F, ReasonaSlencss and F i r m z s s  of Costs 

3x1 ths  b a s i s  of thz above analysis m d  ~ i s c u s s i o n s ~  USAID c o ~ c l u d e s  
t h a t  t h e  a n t i c i p a t e d  c o s t s  of undercaking the ? r e j e c t  are reasonably 
f i r m  and t h a t  thc f ina r ic ia l  planning f o r  t h e  p r o  j z c t  i s  adequate. 

Xotwithstazdlng t h z  a b ~ v e  c o ~ c l u s i o n ,  t he  experizzntal na tu re  and 
inplsuentarion f l nx ib i3 i cy  a11ow2d f o r  i n  thz m D A S  d e s i g -  w i l l  r equ i r s  
t h a t  pe r i od i c  rcviews be undertaken t o  update f?fDAS impl,z?~entat ion and 
f h a n c i e l  p lans .  Thew reviews; as s l rea5y  requirzd  ia  t h e  pr3-Rural  
I n d u s t r i e s  I P ro j ec t  s t a r t -up  phase, vill i d z a t i f y  p ro jec ted  a c t i v i t i e s  
and cash f l o w  over the  next  yza rs  f o r  which ths MIDAS work plan i s  t o  be 
approved by W E ,  and de t e rn in s  t h e  nece s s i t y  for grranging AID cr other  
donor funding for pos t  year 5 opera t ions .  

The procedures t o  bc followed f o r  each a c t i v i t y  uader takrn  under 
Coqonent  11 will bz out l ined i n  s epa ra t e  PILs  for each a c t i v i t y .  

H, Disbursezmt  P r x c d ~ r e s  

Disbursements by USL'L~ for loca l  currency w i l l  be cn an a c t u a l  cost 
reimbursement 3zsis t o  t he  i cp lcaen t ing  agzncy. Disbursem2nt of f o r s i gn  
exchange for equipizent and zonsultaricy s e rv i ce s  ou t l ined  i n  Table 6 below 
rill 52 by d i r e c t  A I D  Letters of Codtnent ~ 5 t h  all con t rac t ing  t o  be 
undertaken by t h c  host c o m t r y  on a corlpcfitive basis, Detailed. i n s t ruc -  
t i cns  f o r  disburscnent w i i i  be cov2rzd i n  i m p i a i e n t a ~ i o n  Istters. 



I. Pro jec t  support 

hs noted e a r l i e r ,  p rov i s ion  is made i n  t h e  c?verzll  Rural  
I n d u s t r i e s  I P ro j ec t  budget f o r  a t h r ee  year  PSC R u r a l  I n d u s t r i e s  
consu i t an t .  The consul tant  w i l l  work wi th  AID on all phases of 
p r o j e c t  irrrplernzntation and follow-on p r o j e c t  development. The c o s t  
noted i n  t h e  fol lowing t a b l e s  i s  cons i s t en t  with t h e  USAID Cont ro l l e r  
Off ice  gu ide l ines .  The Mission PSC funding c c i l i n g ,  or node c e i l i n g  
i n  the case of a PASA appointment, mzy need t~ be ad jus ted  t o  al low 
f o r  con t r ac t i ng  f o r  t h i s  a s s i s t ance .  

E imi ta t iocs  i n  t he  PSC funding and node c e i l i n g s  may precludz 
t he  con t r ac t i ng  of t h i s  needed Mission a s s i s t a n c e  v ia  d i r e c t  PSC o r  
PASA. I n  t h i s  case, funds which h w e  bean set a s ide  for t h i s  purpose 
ray be included i n  e i t h e r  t h e  14IDAS o r  Developm~nt Funds Prcject 
Agreements. Contract ing f o r  p ro j ec t  support  t e chn i ca l  a s s i s t a n c e  
would  then proceed using e i t h e r  MIDAS o r  the  BDG as intermediary.  

J. Obligation Schedule 

I d e a l l y ,  i n  t h e  f i r s t  p r o j e c t  yca r ,  :he p r o j e c t  would be fully 
funded. Table 8, however, Iawers f i r s t  year Rural I n d u s t r i e s  I 
P ro j ec t  funding t c  $2.0 n i l l i o n  i n  recogn i t ion  of l i d t z t i o n s  i n  the 
1 4 i s ~ i o n  Operating Year Budget (OYB). 







FINANCIAL IPLAN ($1 ,000 '~  OR EQUIVALENT) 
BY SOURCE/USE AND FORRICK EXCHANGE/LOCAL CURRENCY - 



FINANCIAL PIAN ($1,000'8 OR EQUIVALENT) 
RURAL INDUSTRIES PROJECTENDING BY COMPONENT AND YEAR 
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VI. Elu'tTRD-Eat STATEMENT 

The approved PID for t h i s  projec t  contains an I n i t i a l  EnviromentaT 
Examination negative determination of  enviromental impact, signed by 
the Mission Director (13 August 1979), and t he  Assistant Adnbist~&tor 
(29 October 19791, That statement remains current. The a c t i v i t i e s  
described are to promote enrployemt and generate productivity appropriate 
t o  a peasant economy. The PB deals  w i t h  support for i n s t i t u t i o n  build- 
ing a c t i v i t i e s .  As with BSCIC, MIDAS will a l s o  dea l  with SCI's appro- 
p r i a t e  t o  the economy and resources of Bangladesh, There are no plans 
f o r  remving s i g i t i c a n t  mounts of land o r  o ther  resources from n u r e n t  
usage f o r  the pur?ose of construction of new f a c i l i t i e s .  

An industry t3at might receive assis tance is t h e  rcloffng t i le  
in lus t ry .  It presently depends on firewood, and a shortage of fireW30d 
is the biggest c o ~ s t r a i n t  t o  possible r ea l i za t ion  of widespread use of 
roofing tiles. The in tent ion  expressed is t o  promute development of 
small k i l n s  using gas i n  those parts of the country having gas supply. 
Gas fired tiles can be transported by boat and ult imately should displace 
the poorer qua l i ty  w m d  f i r ed  tiles. Alternatively,  i n i t i a l  information 
current ly  under andlysis indicates that solar fired kilns may hold 
potential. The renewable energy source option w i l l  be analyzed as an 
a l t e r n a t i v e  should de ta i led  pro jec t  design be wdertaken, 

Among other possible industries is lac, which el1 depend largely 
on u t i l i z a t i o n  of ex i s t ing  trees or w i l l  encourage t' qlantirq of deli- 
t i o n a l  trees on unut i l ized lands. If  the  silk indust;ry i s  promted, it 
w i l l  require  the  plant ing of mu;lberry trees. If t h e  c o b  industry is 
promoteci, it w i l l .  use the products of ex i s t ing  trees and may stimulate 
Ibreedhg of coconut t r ees .  Such expansion w i l l  be concentrated i n  &e 
southern regions of the country. Being so, t he  planting of these 
coconut t - z e s  should contr ibute  pos i t ive ly  to the coastal environment 
an6 erosion/coastal management concerns. 

It is, therefore, not ant ic ipated t h a t  any c;f +Jle activities 
described i n  this PP w i l l  have any significant effect on the environ- 
ment. There are no extracti-rt indus t r ies  producing wastes, nar plans 
.to s ign i f i can t ly  alter the land, vegetation, or water resources. 



VII. IMPLE?ENTATION ANUWGEMEMTS 

A, Introduction 

A schedule for implementatinn of the WDAS 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 Fbrandation 
(TAF) for Component 1 and the Ministry of Industries (MOS) for Component 
2. For Componerit 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 (1-1, 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 I1  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 PIIDAS design through a grant made 
under the Mission's FVO-Cofinancing Project (388-0045-2). As such, it is 
the approval 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 MfDAS implementation as described in the Grant Agreement. 
Included in his activities is the responsibility to monitor and follow- 
up work w i t h i n  the scope of approved plans. 

The TAF responsibility to corrdinate, nonitor and follow up on 
the array of activities undertaken by KID= is obviously significant. 
TkF, however, is being assisted by the MIDAS Boa.rd cf Directors 
(initially, the Advisory Board) and Expert Cammittee. In addition, 
TAF and various Board members have been active in the design and 
devel~pment of the MIDAS concept since its inception approximately two 
year ago, The implementating agency ~ n d  these Sozrd =-&re are 
familiar with potential client agency needs and desires for sexrices to 
be rendered and can facilitate the use of appropriate i m n p k m e n t i n g  
approaches among the new MI= staff. In particular, through its 
direct participation in project design, TAF has developed an ~%ppre- 
ciation for the total project concept and for each of t h e  activities. 
It also has good relationship* with potential client agencies. 

On general impleraenting capability, the TAF Country Xkpresentative 
has, as stated, undertaken the responsibility of being the FfDA!5 
Project Manager. Adequate support staff has been su~plied to him in 
the person sf a new Assistant Representative, to free him from ot.?er 



time conswing bureaucratic respons ib i l i t ies .  In addi t ion,  'PAF/r,angla- 
desh is experienced with working with USAID as it has a s s i s t ed  U S I D  
as intermediary previously i n  a number of other projec ts  through 
siniilar grant  arrangements. Also as stated, provision has been made 
i n  t h e  MIDAS budget fo r  all of TAF's MI- implementation costs ( l i n e  
i t e m  X Appendix G). 

For both adequate TAF budget and staff therefore,  the re  are no 
issues.  Assurance on the  f i r s t  is contained i n  the projec t  budget and 
on the second, w i l l  Be ref lec ted  i n  the Ihrral Indus t r ies  I Project TIP/ 
AID Cooperative Agreement ccvenants as shown i n  Section VSff which 
follows. 

Post TAF Years 2 tf?mugh 5 HIDAS implementation w i l l  be undertaken 
without an intermediary funding and administrative conduit. Evaluation 
of MIDAS capabi l i ty  t o  d i r e c t l y  receive A I D  funds is covered i n  Sect ior  
IX. TAF, as indicated i n  Section II.A, Appendix F, and Section I X ,  
will have s e t  up and t e s t ed  t h e  MIDAS systems necessary t o  ensure 
succe~dful post-TAF implemeration. 

C. Component 2 (Developnent Funds) 

Each sub-project under Canponent 2 w i l l  be undertaken only i f  
s u f f i c i e n t  USAID staff time is  avai lab le  f o r  project management and the 
implementation arrangements are determined t o  be sa t i s fac tory ,  Assur- 
ances on all critical points  w i l l  be ref lected in the implementing 
document's conditions precedent i f  necessary. I n  any case, where 
direct AID contracts  are desirablefl) for shorter t e , ~  technical  
assis tance under Component 2,  the P9ssion w i l l  give f u l l  priority 
a t t en t ion  to counterpart support and capability to fully utilize the 
contracted services.  

USAID w i l l  provide necessay A I D  approvals, p a r t i c i p a t e  in evab- 
uations and perform a l l  the functions normally associate6 with an AII4 
monitoring role. N o  new posi t ions within USAID w i l l  be established, 
Both support and monitoring requirements will be able t o  be met by 
ex i s t ing  USAID di rec t  h i r e  and one person PSC consultant staff as out- 
l ined  below. 

Personnel - Activity 
% of Avai l -  
able Time Total  - 

Project Off icer  Y J D S  20 

A l l  a c t i v i t i e s  of Component 2 SO . 

(I) See colmnents on exception to AID PD-68 given in Section V&IX.D. 



PSC Consultant EIZDAS 

All activities of Co~npon-t 2 

Foreign Service Field monitoring of Compsnent 
National or U.S. 2 and MIDAS client constmc- 
Engineer t ion  arnd implementation and 

assistance i n  follaw-on 
project design 

?tie last of these items, i,e. f i e l d  monitoring and assfstance in project 
design, should not include fonadl inrpl-t9tfcln certification procedugee 
or significant involvement for any one individual but will be required 
at various times on a workload or special technical input needs basis. 

In AID/W principal backstopping of the pmject will be required 
of A S W P D  and A§-, possibly assfsted by DS/UD and DS/AGR. The 
first two of these will be the source of short term TDY assistance of a; 
general rural industries sector nature i f  necessary, and will ah- pro- 
vide assistance in direct aid technical assfstance contracting* ASUI/BD 
with USAD w i l l  arrange assistance in monitoring and evaluating HIDAS 
iaplementation as may be requested from non-mreau sources such as Em* 

Offshore procurement by TAPIMXDAs wit11 be in acoor&mce with EEIO 
Handbook 13. Vehicle procurentent by MIDAS w i l l .  be according to current 
A I D  guidelines. 

TAF i s  familiar with AID procedures and has successfully procure3 
services under other AID financed projects. SUSarly,  contract- for 
the few long and short. term c o ~ r t a n t s  contemplated w l l l l  not present a 
problem, 

TAP/NIDAS w i l l  handle its own p ~ ~ t  for Bangladeshi source 
c d i t i e s  anJ services. Prior USAID experizzce has been that TAF 
standard procedures can be made to conform satisfactorily to A D  Umd- 
book 11 requi-nts- 

In all procurement under the m a 1  Industries I Project, mirrorfties 
and will be specif ical ly encouraged to partgcipate thmqh firntl; 
or organizations or as iadividuals. In a U  cases, the 2mplementing 
agency will select ox approve the firms or MviduaJ consuXtants for 
the various assignments, subject to ALL, appmva. 

G.  Schedules 

As noted in the beginning of this  section, a schedule for the 
first project wnqonent is presented in Appudix  K based on i n i t i a l  
steps as fell-: 



Woject  approval (delegated to Mission but ~ u g u s t  X98k 
undertaken by AID/W because of draft PP 
variations from PID design. 1 

Authorization by Mission Burgust 1981 

Project Agreements signed September 1981 

Xnitial conditions met September 1981 

Actual project hple~pentation will begin %ri September 1981 as 
indicated in the individual schedules. The first major evaruation of 
M I D A S  is budgeted and planned for 1983. 



VIII. CONDXTIONS P-ENT, COWN-WS,  NEQX'IATING STAmS AND W A N E R S  

A .  Qnditi ons Precedent 

To i n i t i a l  disbursement: 

- ~ e s i g n a t i o n  of  authorized representatives 

B, Covenants 

In the case of Component 1 (MIDAS)  : 

- Assurance, while AID cooperative agreement funds are admin- 
isbred by TAF as intermediary to MIDAS insp9ementatd.~n, sf 
continuing adequate TAF staff support . 

- Agreement to jointly develop and approve key staffing 
decisions, select ion and phasing of key fndustry and 
product type activities, yearly work plrns* 
k r p o r a t i o n  and registration documents, remedial 
actions or MZ;DAS design and function changes as 
presented i n  the cooperative agreement, and to jointly 
develop and undertake periodic evaluations of 
performance. In the ease of a l l  sub-pro jects undertaken: 

- Agreemnt to emphasize the reauitment and retention of 
women staff for work on project actiwitias. 

- Agreement to facilitate the dissemination of al l  m a 3  
industrial. development expxiences gained through sub- 
project implementation. 

A preliminary phase to the activities described under a e  
MXDAS Component of this project is currently undergoing hple-tation. 
This set-up phase of maximum twelve months duration has been undertaken 
via an AID grant agreement w i t h  TAF. The grant agree~aurt describes 
intention of both AID and TAF to continue &n the initial fElplemen+-aion 
arrangement described in the agreement through the period when nfDaS 
w i l l  be dependent on an in.&ePmedhry institution Zor reaeiving do- 
(AID) funds and assistance in developing its indepen4ent mana~ement 
and operati~ndl capacities. The benefits to further implemenretfon of 
MU3AS through the medium of a cooperative &greenrent rather than a 
grar - have h e n  discussed with TAF#Bangladesh, which agrees w i t h  the 
basis and efficacy of using such an implementing docrrment aad has 
obtained TAF/San Francisco approval for using this form of project 
agreement. 



2. Component 2 (Development Funds) 

The status of r,egotiatbn.and degree of proxfmitg to innple- 
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, In Febmary, bWL, BSCIC formally requested AID 
assistance for the program described under Component 2, As described 
earlier in this PP, both A I P  and BSCIC have the intention of pursuing 
the final definition of one or more of the AID/BSCIC jodnt project 
efforts currently being developed on an informal. basis (see Section 
1 1 . 1  This directly reflects the above cited high BDG prioxity on 
rural emplcyment generation promotion and the BDGos perception of BSCfC 
as a suitable promotion agency needful of donor community assistance. 

The Mission a d  Investment Corporation sf Bangladesh have agreed 
on the desirability and discussed the design of a @l Business invest- 
ment equity capital program with the Bangladesh Bank, Ministries of 
F i m c e  and Industries, a l l  commercial banks, BSCIC, various chambers 
of commerce, development research institutions and university affiliated 
business bweamarrlthe BDG Planning Csdssion, All have informally 
approved the joint ICB/RID initiative. 

In February, 1931, the first phase of a two stage c~nsultancy 
was undertaken by the U.S.  firm, Practical Concepts, Inc, d e r  aru AZD 
IQC work order. Both ICB and the Banking and Investment Division cb 
the Ministry of finance, -C- 's  line ministry supervisor ia the BEG, 
participated i n  the consultancy design and cozitractcclr selection process, 
The dbove listed B X  agencies involved in the assistance request and 
approval 2rocess have reviewed the first phase design document and 
agreed to proceed through thir -.-.?a1 ~ Q S ~ C J ~  stage to implemmtayian, 
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 inlplementation 

be made available by AID given their availability md the genera- 
tion of a feasible plan of action. 

The Housing and Building Institute (Bf3I) has been eager to wider- 
take a joint effort w i t h  A D  in the area of s m a l l  roofing t i le  producing 
industries- The lack of complete project design and formalt BDG request 
for assistance is due to the lateness b publication of the FUSP case 
study report on roofing tiles, which was published i n  its final form in 
w c h  1981. The RBI currently has a te- of four engineers backstopped 
by its Deputy Director developing details of its project design- Tire 
HBZ 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 compIel5on. 

Other Component 2 activities are 3.n varying stages of developtent 
and negotiation- The receptiteness the BIX; has shorn for al l  the 



f i s s i o n ' s  i n i t i a t i v e s  i n  r u r a l  i n d u s t r i e s  developnent leeves l i t t l e  doubt,  
however, t h a t  once designs have been accepted by AID and its sub-project  
BDG count ,erparts ,  governrrent planning and e x t e r n a l  r e s o - ~ r c e  coord ina t ion  
agencies will f a c i l i t a t e  p r o j e c t  implzmentation t o  t h e  nzximm extent 
p o s s i b l e .  The development of s u b s t a n t i a l  r a p p o r t  w i t h  t h e s e  BDG agencies  
through informat ion  exchange and early concept development coordinat ion ,  
has led t o  w h a t  t h e  Mission in tends  t o  be a long term coopera t ive  e f f o r t ,  
w i t h  a coxnonali ty of purpose and s t r a t e g y ,  i n  t h e  r u r a l  i n d u s t r i e s  s e c t o r .  

3.  AID/ERD ~ r a n t o r / ~ r a n t e e  Rela t ionship  

I n  similar p r o j e c t s  i n  t h e  p a s t ,  t h e  Ex te rnz l  Resources Divis ion  
( E D )  of t h e  Minis t ry  of Finance has been des ignated  as t h e  Grantee. The 
implementing agency f o r  Component 2 a c t i v i t i e s  w i l l  be t h e  BBG Minis t ry  
of I n d u s t r i e s ,  which w i l l  coordinate  sub-a l lo t  funds t o  a p p r o p r i a t e  
implenentat ion coun te rpa r t s .  These w i l l  be designated i n  P r o j e c t  Imple- 
mentation L e t t e r s  i s sued  under the Grant. 2s experience has shown wi th  
o t h e r  A I D  p r o j e c t s  of a s i m i l a r  n a t u r e ,  no p r o b l e m  o r  ob jec t ions  t o  such 
an arrangement are a n t i c i p a t e d .  

D. Waivers (1) 

One type  or' wziver w i l l  b~ required for implenentat ion of t h e  p r o j e c t  
5 s  designed. I t - w i l l  grant an except ion  t o  AID Pol icy  Determinat ios PD-68. 
Through Pb68, a preference  i s  s t a t e d  f o r  h o s t  country c o n t r a c t i n g  for a l l  
a s s i s t a n c e  procured under b i l a t e r a l  p r o j e c t  zgreements, Such w i l l  be t h e  
case  i n  a l l  a s p e c t s  of t h i s  Rura l  I n d u s t r i e s  I Project with  t h e  p o s s i b l e  
exception of s h o r t  tern t e c h n i c a l  a s s i s t m c e  t o  be procured under one o r  
more sub-projects  of Component 2, I n  a l l  cases ,  the determinat ion  f o r  
g ran t ing  an exception w i l l  l i e  wi th  t h e  Mission Di rec to r  as only c o n t r a c t s  
of under $100,000 ( threshold  l i m i t  f o r  Mission Di rec to rwe  authority) w i l l  
be en te red  into d i r e c t l y  by the ~ i s s i ~ n .  (2) Ey approving t h e  PP, t h e  
Mission Di rec to r  w i l l ,  i n  p r i n c i p l e ,  have approved t h e  except ion  reques t .  
I n d i v i d u a l  "exceptions t o  PD-68" w i l l  be processed a t  t h e  t i m e  of con- 
t r a c t i n g ,  however, i n  order t o  al low judgment of each except ion  reques t  
on an i n d i v i d u a l  basis. 

(1) A waiver a u s t  be granted c m c e r n i n g  t h e  MIDAS compment of t h e  
P r o j e c t .  Agency guidelines fcr Operat ional  Progran Grants (OPG's) 
w i t h  P r i v a t e  and Voluntary Orgznizat ions 2s given i n  AIDTO-Circ-A- 
530 of 9/26/76 and AIDTO-Circ-A-134 of 3/18/78 require t h a t  a t  l e a s t  
25 percent  of t h e  es t imated  expendi tures  must be m e t  from non-AID 
sources .  This requirement w a s  not  m e t  i n  t h e  case  of the  MIDAS stzrt- 
up phase g r a n t ,  and as such, a r e t r o a c t i v e  waiver w i l l  be reques ted  
from the  AID Deputy Administrator .  Since s Cooperative Agreement m d  
not  a Grant Agreemenr w i l l  be signed ror runding under the p r e s e n t  
p r o j e c t ,  25 percent  non-AID p a r t i c i p a t i o n  w i l l  no longer  be necessary 
and no f u r t h e r  waivers t h e r e f o r e ,  w i l l  be requ i red ,  

(2 )  Contrac t ing  of long tern Mission support  t e c h n i c a l  a s s i s t a n c e  may 
also r s q u i r s  an except ion  to PD-66 if l i m i t a t i o n s  i n  PSC funding o r  
PAS~/rnode cei l icgs r e q u i r s  rhe Ffissio2 t o  f o l l o w  t h e  courss  o f  a c t i o n  
descr ibed on PY page 38, paragraph I. 



IX. EVALUATION 

A *  CcxiIponent 1 (MIDAS) 

1. Upact  on Beneficiaries 

The Project is  designed t o  t e s t  a d  implement ways of 
helping organizations de l iver  services  t o  micro i n j u s t r i e s .  In view of 
this, monitoring is a key component of t h e  pro jec t  design and a continual 
process throughout the project .  

A monitoring and evaluation system f o r  similar pro jec ts  is being 
developed by t h e  Urban Development Office, Development Support Bureau, 
and will be avai lable  f o r  use i n  this project.  That o f f i c e  w i l l  also 
provide consultants to monitor t h e  project and uncertake evaluations at 
the end of the first and second project  years, should MZDAS and the  
Mission so  desire. These evaluations w i l l  be based on simple indica- 
tor developed t o  measure the impact of spec i f i c  semices. These 
indica tors  will be such as can be measured on a quarterly basis by t h e  
p ro jec t  staff through an on-going simple reporting system. 

The Y e a r s  1 and 2 evaluations w i l l  be jo in t ly  condusted by TAF/ 
MIDAS and A D ,  possibly, as stated, by DS Bureau assistance.  They will 
determine the l eve l  of service a c t i v i t i e s  w i t h  their correspondir cost/ 
benefi ts .  The evaluation findings w i l l  be employed i n  directing e 
a l loca t ion  of MIDAS resources to its highest  impact programs and raort 
effective incane generating a c t i v i t i e s .  

The MIDAS budget provides for thorough and inde-pendent evalua- 
t i o n s  during the thixd and f i f t h  pro jec t  years. The Y e a r  3 study w i l l  
include an analysis  of possible post year 5 funding needs and progress 
against gosls. The Y e a r  5 evaluation w i l l  be an end of pro jec t  summary of 
performance . 

Each sub-project MIDAS takes up with a c l i e n t  agency w i l l  include 
an evaluation component t o  be conducted jo in t ly  by MIDAS and the c l i e n t  
agency. 

While the  Economic Analysis sect ion above attempts to quantify 
some expected benef i t s ,  it is not realistic to judge projec t  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 t o  v i l lagers .  Ehual people who have no land or 
salaried income usually provide some service or labor t o  others for 
payment. Therefore, even i f  the  number of jobs "created" i n  a 
projec t  i s  counted, it is not possible t o  accurately count the number 
of addi t ional  people getting employment. It is more a matter of 
qua l i ty  of jobs and increased production of goods than number of jobs 
created. 



It will be possible, however, to cite number of women employed 
in jobs which women formerly d i d  not take up, o r  new products and indus- 
tries in a given area, ox increased use or a v a i l a b i l i t y  of c r e d i t -  Of 
equal importance t o  eirt~>loya;lent, is increase of the  t o t a l  production of 
goods and services ,  as employment is closely in te r re la t ed  with that* 
Measurement of these can Be feasibly done e i t h e r  in a very small local 
area or i n  a pa r t i cu la r  limited industry type. 

The RISP data can provide a general baseline for some kinds of 
indus t r ies  within the country but this can be used i n  only a general way 
f o r  spec i f i c  sub-project evaluation since sub-projects with field agencies 
are not pa r t i cu la r ly  l i k e l y  t o  be located i n  the 11 thanas in which the 
RISP was conducted. However, MIDAS will. give emphasis to a selected 
few product types o r  indi*s:sy t y r z s .  :;re =SF &ca i n  these cases stnay 
function a s  a basel.ine, serving fo r  coxparison of  income, enploylnent 
cha rac te r i s t i c s ,  and soc ia l  cha rac te r i s t i c s  of indus t r ies  i n  general ,  
versus indus t r ies  ass is ted  through KIDAS, 

Direct AID t o  K'Y-S Pmding 

During the next year, she Mission w i l l  be concerned w i t h  
accuxately determizing when MIDAS w i l l  be ready t a  receive funding 
Oirectly,  rather than through TAF as intermediary. 

This is a short term i~ re relt-:d t o  internal organizational 
v i a b i l i t y  r a the r  thar? t h e  longer tern? issue described above which 
usually relates to the external Lzact on benef ic iar ies -  Becasse rt 
is shor t  term, t h e  evaluaticn should be as shple as gossible, The 
approach which w i l l  be taken is the use of a simple check xkst. 

Much of t h e  analysis relstcd to this check list w i l l  be sub- 
jective.  The check llst itself should simply be a reminder of 
important i ssues  rather than a set of hard and fast guidelines since 
MIDAS is highly experimentzl. Tie elements presented are listed in  
approximate order of p r io r i ty .  

(1) Legal Structure 

a) M I D A S  is  a legal ly  ore-n<r?Z structure. 
b) Proper r eg i s t r a t ions  have been obtained. 

(2) Leadership 

a) Camfmtent, broadly based and widely respected 
Boaxd of Directors is i n  place, w h i c h  is givhg 
s ign i f i can t  time to  MIDAS. 

b) Competent and widely respected Administrator has 
h e n  hire6 who bas deninstrated his capacity to  
successfully operationalize MXDAS services- 

C )  Capetent f inancia l  management staff is i n  place, 
have devels-2ed and t e s t ed  an acceptable financial 

sys~tm f o r  K I D S .  



dl Other competent senior Staff are in place so that 
leadership has same depth in at least one technical 
area. 

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

f) HXDAS leadership has demonstrated the capacity to 
build and maintain a high level of staff morale and 
confidence of clientele in the MIW 2rogram. 

Policy Development and Implementation 

a) The Board has developed and approved policies governing 
M I D A S  activities with reference to: 

- clientele to be served - services to be provided - intern-al management - relation to other organizations and individuals 
- long term financing 

b) Policies have Lsen tested by the staff and found to be 
generally practical. 

Establish Physical Operation 

a The Central Office has been set up and staffed. 
b) W i n g  procedures/personnel policies have been 

established and critical staff hired and working with 
at least minimal efficiency, 

c) Other operating policies 4e.g. hiring of consultants. 
grantnoan procedures, etc.) ere in place. 

(5) Program Operations 

a) Positive relationships have been successfully developed 
with key government agencies, PV08s and business groups. 
and these groups have helped MII33LS define p r o w  
operation. 

b) F i r s t  area of ptogran. operatiow 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 deveiopeG. 

Program Monitori3g and Evaluation 

a) An internal system of nonitoring and evaluating 
program operations has been developed and is being 
tested - 



b) A I D  has a system established (possibly with the Asia 
Foundation) fo r  periodic f inancia l  audits.  

B. Component 2 (Development Funds) 

This component is f o r  s tudies ,  p i l o t  pro jec ts ,  and i n i t i a l  
follow-on project  development, Determination of t he  form and 
frequency of evaluations of each sub-project must await complete 
sub-sroject def in i t ion .  I f  a s igni f icant  product type or  industry 
type p i l o t  pro jec t  is taken up, however, i t  will cer ta in ly  be subject  
t o  evaluation before embarking on an enlargement of it. 

Whereas some assistance in  evaluation of MIDAS might came fram 
AID/W as s ta ted  above, there is no specific provision i n  the budget 
of Component 2 for evaluations, because those w i l l  be contingent on 
f i n a l  sub-project def in i t ion .  I f  necessary, funds from Component 2 
could be al located for evaluations t o  analyze the  effectiveness of 
the i n i t i a t i v e s  undertaken and t o  enable competent decisions t o  be 
made on extension of funding. 
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UNCLAS STATE 286927 

SUBJECT: AFAC REVIEN - R U M L  I X D U S T R I E S  P I 3  - 383-0042 

REFS: (A) STATE TSb154, (b) LlACCA 6973 

S U B J E C T  P f b  WAS REVIEKED ATiD APPROVED BY APAC ON OCTOEER 24. 
THE COf.aicfIT%EE NOTED THE MISSION'S I N I T I A T I V E  I N  FORMULATING 
A PROJECT IK A NEW AREA T W T  I S  IMPORTANT TO THE COUNTRY 
DEVELOPY&NT STRATEGY, BUT THAT HAS POTENTIAL D I F F I C U L T I E S  
Iti E W L U A T I O N .  THE FOLLOWIXG GUIDANCE IS PROVIDED FOR PP 
D E S I G K ,  I N  ADLlITICiJ TO DESISS ISSUES K I S E 9  fK REFTEL (A). 

?. SUPPORT FOR POLICY RESEARCH XlVD POLICY DEVELOPMENT: I T  
I S  IbiPORTAM' TO CONSIDER RURAL INDUSTRIAL P O L I C Y  AS INCLUD- 
ING E D l ' t E * i  AND LARGE INDUSTRY LABOR POTENTIAL.  'CE ECOGNIZE 
WORK D O E  TO DATE PLAY INDICATE L l M I T E D  POTENTIAL FOR A I D  
ASSISTAIVCE TO MEDILI?CI/LARGE F I N I S ,  BUT I T  I S  UNDERSTOOD THAT 
P O L I C Y  RESEARCH SUPPORTED UNDER THIS PROJECT WILL ANALYZE 
QUESTPOKS OF SCALE AND CHOICE OF TECHNOLOGY AS S E L L  AS HELP 
TO E L A T E  R U K L  f NOUSTRY DEVELOPBENT TO O E F G L L  INDUSTRIAL1 
ZATIOX S T R A T E G I E S  249 TRADE P C L I C I E S  Xi9 TEE I M P L I C A T I O N  
FOR J O 3  CiiEiiT1O:i. AS ORE MEANS OF .r\KALYSIS, bfI5SION MIGHT 
CONTItXJE TG TAKE ADVAPJTAGE OF OTHER STUDIES OI< RESOURCES 
THAT -4RE AVAILABLE, SUCE AS THE 1 9 7 9  IBRD REPORT ON 
INDUSTRIAL P O L I C Y .  

2 .  APAC RECOGEIZED LABOR-INTENSIVE NATURE OF PROJECT: THIS 
PROJECT Yr'ILL PRObhZLY i i E C ) U I E  .A FtFtSOR COmITFENT OF STAFF 
T I M E ,  G I t ' E K  ITS EXPERIbESTAL !iATUFE, TEE C C F P L E X I T I E S  OF 
WGRKING WITH bi.UI:Y GROUPS .AND T I L T  THE PROJECT M,;i REQUIRE 
MORE TH;;t;r' OXZ G M t ' T  AGREESENT. I N  PF AhiD IN PLANNING 
FUTURE PERSONSEL NEEDS, B I s s I a f i  SHOULD ADDRESS THIS CUESTION 
W I T h  S P E C I F I C S  FOR IhI?LE?IIENT.ATION .4NC MO?!ITORING. PP P E  - 
P A K T I O t ~  M:Y ALSO REQUf RE ADDITIONAL STAFF, AND M I S S I O N  I S  
ENCOUEkGED TO USE AVAILABLE A I D  RESOURCES. 

3 .  EVALUATION: PROJECT ALSO POSES THE P2OBLE?4 OF OBTAIKING 
HARD DATA THAT REFLECT MEASURABLE I3fPACT ON INCOivlE APU'D 
WELFARE CHANGE, J O E  INCREASE I?: SUB-SECTORS AND IN TARGET 
GROUPS. PF StiOULD SPELL OUT SOUNII EI~?,LIr~.TIOK PLAN. THIS I S  
REALLY THE CORE OF THE PROJECT AND THE ISSUE--JOBS CREATIOK 
AKb) fi4CO&iE INCREASE.  U S I N G  MSU EASELIKE "UXTA I N  THE TEN 
T W A S  WO'JLD SEEM TO PRCYIDE A SO'u'ND DATA ZASE, ASSUMING 
P R O J E C T  AREA I?JCLUDES TEESE SAME TL'dAS TO PROVIDE SUBSE- 
QUE?;T COBPAR1 SONS.  



3. MISSIOh MIGHT ALSO LOOK TO ?*ISU AKD/OR OTHERS FOR IDEAS 
OH EVALUATIOR TO INCLUDS S U C H  FACTORS 2,s JOBS CREATED, 
CHANGES IN Uli'EMPiOYrviENT, INCOME, WOFEX'S ACTIVITIES, AND 
FMII LY ~ T L F A R E  AS WELL AS %ORE E A S I L Y  OBTAINJ-BLE DATA ON 
CREDIT, NEW P R G D U C T S ,  IKDUSTRIES,  SKILLS, OR OTHERS. F Y I ,  
DS/UD HAS CONTRACT WITE DAI D I R E C T L Y  CONCERNED WITH 
E V A L U A T I O N  OF SMALL E N T E R P R I S E  P R O J E C T S .  I F  MISSION 
INTERESTED, C O U i G  EXPLOW USE DAI TO ASSIST THIS PROJECT. 
END FYI ,  

5 .  NISSIO?: P R O J E C T S :  OTHER A I D  BANGLADESH PROJECTS ARE 
COMPLEME?:TARY, SUCH A S  K U K L  ELECTRIFICATION, RURAL C R E D I T ,  
PVO CO-FINANCING, AS h 3 L L  AS OTHER THEMES U'HICH MIGHT IN 
FUTURE BECOME ACTIVE, SUCH -4s bNRKET TGKNS AND ROADS. PP 
SHOULD DETAIL LINKAGES WITH THESE A I D  PROJECTS. 

6. Z F T E L  (A) PARA 4 ,  AND REFTEL (B] PARA 4 ,  YtZ DO NOT 
REALLY HAVE A FIGURE O?: DOLLAR >.MOUNT PER JOB CREATED, XND 
AKALYSIS SfiOULD BE I X C L U D E D  AS TO WHAT WOULD BE A SUITABLE 
RkXGE I N  THE COXTEXT OF 'ErANGLAlIESH DURING THE LIFE OF T E  
PROJECT. FYI, AS I T  DEFENDS HEAVILY OE THE TYPE OF INDUSTRY 
AND THE ECONOMIC STATUS OF THE COUNTRY I r J O L V E D ,  E S T I b l A T E S  
IS PROJECTS I N  OTHER GOUXTRIES RINGED FROM f,flflfi DOLLARS 
(IBRD-ASIA) T O  25fif l -45fl f l  DOLLARS (AID/LkC). END FYI. 

7. TEXTILES DEVELOPMENT: THERE I S  NO REPEAT NO PROBLEM 
WITH DEVELOPMENT OF COTTAGE HAVDLOOMS I l < D U S T R Y  BUT US 
D O M Z S T I C  C0NSTfii;lNTS LIMIT R I D ' S  AEILITY TO S U P P O X T  ANY NEW 
MASS PXODUCTIOK TEXTILE I N D U S T R Y .  

8 .  RID-45 :  PP SHOULD HIGHLIGHT THE ROLE OF RIDAB OR GROUP 
WORKIKG WITHIF! ADXB AS .kK INTERbE3IARY TO BE USED I N  OTHER 
PROJECTS. 

9 .  CObBiEhT 9:: C I P  I N  P I D :  APhC NOTED THE DISCUSSION OF 
CIP I N  PIC. TXIS WILL 3 E  TAKEN UT ZY DESK OFFICER ON 
CURRENT TDY. 

10. AUTHOXITY: MISSION HAS AUTHQRITY TO APPROVE PP AT 
CURRENT FUNDING LEVEL K I T H  BASIC CONCEPT CONTAINED IN PID 
AT CURRENT FUNDING LEVEL. I N  EVENT OF U J O K  PKOJECT 
CONCEPT CHANGE, AID/W SHOULD 2E ADVISED. CHRISTOPHER. 



APPENDIX E 

- 
idJR>.L I N D U S T X Y  STUDY PKOJECT (L ISP)  

4 
A .  Eackground 

The KISP has been conducted by the 6angladesh Institute 
of Development Studies (BIDS) under contract with ESCIC, and 
funded by USLID. 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 
evrn the case of o n l y  one artisan in a household. A l l  modern 
industries in the study areas having under 5Q ernployses were 
a l s o  included. 

About 100 field investigators and ten supervisors were 
trained and placed in the study areas. The p r o j e c t  was 
managed from a central office having about 50 persons working 
as research associates, coders, administrators, and office 
staff, who have been processing the data and issuing the 
reports. 

3 .  Study Procedure 

Phase I of RISP was a house-to-house survey to loca te  
all industries in ten s c a t t e r s d  thanas  and Nymensingh town. 
In this survey information on product type, employment size, 
q u a l i t i e s  of entrepreneurship, machine type ,  land ownership, 
seasonality, and other characteristics were enumerated fcr 
the 57, 281 industries in the study zrrs. These da ta  were 
published in t h e  Phase  I F ~ p o r t .  

Phase I1 is a detailed study of 1300 of these establi- 
shments, of which 1600 were szlected mostly on a random 
sample basis ;nd an additional 300 on E n  industry type 
basis. Field vork for the main body of Phase I1 continued 
f o r  one y2ar end ended February  29,  1980. 

The main body o f  quantitztive dntz i n  Phase I1 is 
derived from f o u r  sets of qurstionczirss designed to gather 
a wide rznge cf data on history oi t h e  eriterprisi, personel 
characteristics of the proprietor, c z p i Z a i ,  loans, equip- 
ment, raw mntiriels, marketing, product ccrnpetition, assis- 
tznce d c s i r e d  and availed of, kinds of e q I o y e e s ,  and fuels. 
Input-output data were g s t h e r e d  from ezch establishment 

twice a week. These data have been code2 and computerized. 



The randorc sanple allows g e n e r z ~ i c r i  of g e a ~ r a l  data on 
the r u r z i  izdustries s=ctor. Thk a d d i t i o z a l  szmple based on 
ind r r s t ry  t y p e s  2ilol;s f o r  d ~ t a  bclse of 2Q es tab l i s imf~nts  
ezch for sone 5 0  inportz2t industry types. 

A housskold budget study was conducted under Phase I I ,  
based on 2 2 4 7  households in 18 selected villages. This study 
seeks t~ show l z b o r  characteristics of rural inGustries i n  
t h e  contex t  of  t h e  household a s  well 2s demand for industries 
produc t s  in t h e  context cf househcld budgets. 

C .  Case S~udiss 

Of the f3 l lawing case studies, undertaken in Phase 11, 
s i x  ere on particular products and three are on general 
aspects cf rurnl industries devzlopment. They are either 
published o r  x r i r t u z i l y  read;- for publicetion. 

1. C ~ i r  Th i s  industry is based on coccnut fibre, 
used l z r g e l y  in ropes  and mzts, 2nd zs cushion f i l l e r  
material. The industry \as been neglected in 3angladesh 
compared t~ scnE c t h e r  p a r t s  of  South Asia. 

2 .  Jute 3 z l i n c  Jute is the most important cash crop 
in t h e  countr)-? and baiicg is an importznt part of the 
processing chain utich, until nou, hzs not been studied. 

3. Fottary Viliage pottery is z widespread industry, 
but  it has r e c c i v e ~  mmv& atzcnticn. Introduction of  
new c l z y  prcCucts 2nd p o t t i n g  ~ r t h a d s  n2y help potters 
r e t r i n  t h e i r  s h s r e  o f  thc markct. 

4. Lccfing Tilts This ind~stry is f ~ u n d  i n  only a 
q u a r t e r  of the ceun t ry  2nd coui2 be tiiffused tc the rest, 
with t h t  i d ~ c  of ~s@uclng use sf inpsrted corrugzted iron 
sheets. This is 2 p~tentlslly inporzant industry. 

5 .  Ager This  is zn industry in which scents are 
mzde from a pzr t icu ia r  t y p e  of woo&, icund in onPysnalP 
area cf 3angladssh. The product has z good export market, 

6. C Silk This industry is prc~ste6 by the BznglaCesh 
Sericulture ~ o ~ s d .  There is scope f ~ r  wider promotion than 
is presently tzking place. 

7 .  Finscce This  study surveys p z z t  ant? sxisting 
mezns o f  advzncl"ng c red i t  to SCI's an2 explores t he  
problems a r t i s a n s  and entrepreneurs hzve i n  ob tz in ing  
f inanc ing .  



8. P o l i c i e s  - and I f i s t i t u t i o n s  This study surveys 
Governmtnt of ~ s n g l a d e s ~  politics and institutions regzrd-  
ing S C I ' s  ~ i t h  the view cf mzking r e c o m e n d a t i ~ ~ ~  b ~ s e d  3n 
the responses of artisans 2nd entrepreneurs to the  Fhase II 
questiocnaires. 

9, Subccntrccting This st& s e z k s  t c  identify the 
large industries t h z t  car. subcontract out ?roducticn of 
parts and components t c  small industries, and suggests 
mezns of encouraging davel~pnent cf such subcontracting in 
t h r  * mtry. 

D, Phase I1 Contents 

Tht f o i l s u i n g  are t h e  chapter hezdings of the Phass II 
Report, now enter ing the  publishing phase:- 

basic Issues 
Survey of 81eth~8clogy 
Rural Ccc~psticnzl Structure 
Profile oZ Rural Industries 
Entrepreneurship 
Finance 
?-krke t ing 
Eemznd 
Linkages 
Or~anization cf Productivity 
Profitability of Procluc t i~n  
Poteztial Industries 
Pclicies 2nd Institutions 

-. The follcwing ars saniple fin&in~s, some cf which arc- 
describe& in t h e  Phase I znG Phass II In ts r im &ports:- 

. In  t h e  11 thanes  surveyed there are 57,281 
i nZus t r i a s  e i r p l o y i n ~  ar. zverage of 3 . 8  persons each. In the 
thanas ccncerned, agricslture is the primary occupztion of 
only 50% af the employed work fcrce, rural industries of 2 2 $ ,  
p e t t y  t r a d e  o f  1 1 2 ,  salariez jobs ~ n d  self-employnent of 6 % ,  
and c o n s t r u c t i s n  and t r z a s p o r r z t i s n  cf 3%. The percentage 
engaged i n  r u r a l  i n d u s t r i e s  is probably higher in the study 
thanzs thnn in the whole of 3ank;lzdesh, bxt, nevertheless* 
t h e  number of SCIt5 and ths proport ion of persons emplcyed 
i n  then are s e v e r a l  t ines  g r e a t e r  thzn  those shewn in any 
previous s t u d i e s .  



2 .  Empioy~ent iz rurzh ind~stries ~er i c ra t e s  an 
average i n e ~ m e  o f  1 1 . 2 0  t zkz  ( 7 3 ~ )  a dzy,  whereas agricul- 
tursl l a b ~ r  yecerates o n l y  9 . 3 3  take s 3zy. Increase in 
r u r z l  industries, therefore, will cause r~lative incrsase 
o f  Gap. 

3 .  T h i  ~roporticn o f  perssns in agriculture is 
d s c l i n i n g  relativc t o  t h a t  ic i n d u s t r i e s .  Among small 
proprletories, 26% have a g r i c u l t u r e  as  t h e i r  main occupat ion,  
but  45% o f  t h e i r  f a t h e r s  ha2, and 66% of t h e i r  grandfathers 
ha2. 

4. About 2 7 9  of workers in SCI's zre employed part-  
time. This percen tGe  i s  higher  zrnong family memkvers than 
h i r e 2  workers, and also  higher anocg females then males. 
Fart-timc l a b s r  is especially prevalent in mclzssss making, 
fruit clrying, fish net m z k i n ~ ,  j u t e  beling an6 i n d u s t r i e s  
producing jute produc ts ,  beddins materials, lac, and reed 
zn& bai~boo m t s  an2 ccvers. 

5. Entrepreneurship ic s tar=ing small industries i s  
increas ing  in :he sense that SCi1s seem to be growing zt z 
long-term rzte ~f zbout 4.7% a year. Ths proportion o f  
h*asliixs entering SCIts is growing,  though Hindus are still 
over-represented. While it is no t  very hard t o  stzrt a 
s s a l l  in&ustry, ncurishin~ i t s  growth i s  nore difficult, As 
many a s  9 2 %  of proprietors are operating in t h i  village of 
t h e i r  b i r t h  2nd t h e i r  nability is less t h a ~  fcr the popula- 
tion as a whole. Only 26% of  enterprises expznded since 
opsrati~ns bepan. The mcst diszppcinting f inding i s  t h e t  
9E.35 of p r o p r i e t o r s  state6 that  they 6iZ no t  intrcduce any 
new prcdcct ~r prccess in t h e i r  z s t ~ k l i s h n t e n t .  

6 .  Sh-rtact sf rs.i materiais, c.r t h e i r  high c o ~ t ,  is 
citsG z s  t h e  t. ig,rest prcttleic hy 64% -zf r t . p o ~ r d ~ ~ f ~  and 
outrznks all ~ t h e r  problems. This i s  n o t  unexpected because 
v i r t u a l l y  all metal, chercical, fibre, or fuel supplies 
(except Gas where z v e i l a 5 l e )  have t3 F.2 imported, and i~ 
renerel  ~ n l y  the sc : i l  and ;<hat grows in it zre availzble as 
0 
~ndigencus raw materials. The tax structure and black  
marketicg make i m p x t e d  raw meterials csstly o r  d i f f i c u l t  
ire ok tr in .  

7. Vorticg capi tz l  i s  c i ted  as needed by 76% of the  
respcndents. Thi ;  i s  p a r t l y  Seczuse a5 raw materials cos ts  
and p a r t l y  because c f  pccr  management 3r pcsr szles. A t  
present only 9.6% c f  the enterprises have borrcvel fr~m 
institatisnzl sources. T h s r e  is c1earl)- a demand fsr SCI 
f inzncing which is nst lieir,: met ?-y the crganized sector. 



3 .  Thz w?si r 3 t e  is very  low i~ scmc industries, i~ 
particuizr c i l  ~ r e s s i c ~ ,  r i ce  kusking, cane an2 k a m b ~ o  
c c n t a i ~ ~ - r s ,  re& mzts, c c i r  nats, fishin2 nets, 2 g 3 ,  pzper 
b26: ~ a k i n g ,  an2 psttery. Thes5 industries hzve 13% i a t w  
prozuctivity znb 2 high prcpcrticn :f f z n ~ l e  enplop..ent. 
High wagc rates zre f-sund iz c l o t h  p r i n t i n g ,  fo~twszr, 
pfzstic prducts, cane mi! kamtcJr f u r n i t u r ? ,  timter p r x e s -  . . sing, an2 ws.>d worKlsg; 5 i ~ h c r  skills Ere requirkd in 
these industries zn6 wsmen p z r t i c i ~ a t e  Icss. 

9.  O f  SCI prcZucts ,  54% are s o l d  directly t o  consumers, 
msstly zt the micrc-csnxtunity lsvef, while 27% are said tc! 

I uhs iesz le r s  ~ n 2  1 %  t~ retailzrs. Only in the handloom 
i f idustry (which scc~ucts far 438 cf persszs employed in 
rurzl inZuseries) is mzrketinc crgan izez  tc the extent  t h z t  

- 7 C  ,- zis xuch as U:B c x  the i.rc2ucts zre s2lC to whslesalers. 
e 

10. Oziy 7 . 8 2  c r  p x p r i e t ~ r s  zre memkrs ~f a cooper- 
ztivk 2nd snly 6% hzve gstten zr2y zssistznce in the  supply 
GZ raw ~zterizis, which is the main functisn of most 
cocpc ra t ives  , 

11, Prcspective s rowth  industries may be fistez 
differe~tly zcccr2isg ts c r i t e r i z :  i] usz sf lccal raw 
rnztkri2. l~ - moizsses, j u t c  proZucts, tsnncry, tricks znd 
t i l e s ,  timtter, rsb~cc?, cana 2nd FJzn5c~i; 2 )  I z b r  
intensity - j u t s  h ~ c S l c r z f t s ,  r c e d  an2 b z ~ b o c  a z t s  and 
p z n e l s ,  coir rcpe and ziats, 5zrn5~c t a s z s  am? equipmnt,  
grain huskinc, fish nats, besketry, cane and 3zx3bs f u rn i -  
tul-e; 3) zffici~ncy - timber pr~cessini:, csne zrtZ barn3os. 
furniture, hssi~ry, sheet netzl a ~ <  f i t t i r r ,  f o ~ t w e z r ,  
tobzccs processin:, tannsry; p a i n   illi is^; 4 )  dsman2; 
5 )  d-sxiinarice; ~ n 2  62 female employment zs criteria 
generate ether inlustry priorities. In6ustries which 
responZcn?s c i z s s i f i ed  zs srowing ones are; crir prcZucts, 
wsodwerk, Szsketry, tz5acco processing, gra in  crushing,  
hzndlocn, silk ?rcd~cts, tailsrin~, Zricks, an2 w o ~ d  
process ing.  

1. SSCIC is  i n i t i a t i n ~  nzny new projects under the 
Ieedsrshi? cf 2 z e w  c?,zir~ari 2nd un+Zer thc  x i t i o c a l  !nendztc 
rcr En "inc ' ,ustr izi  rev~l~ticn". These i n c l u d ~  three project 
zr ias  in which U S X C  is p r ~ v i z i y  ssmE crnsultnncy tc 
zsslst ZSCIC w i t k  p r c j ~ c t  Fzper ievelcpncn~; credit, w ~ r n e ~ ~ s  
industri~s 2nd t ra in ing .  in ~ f l  threc z r ~ a s  there is direct 
i xpu t  f-om 21SF. A l l  t h x e  ~ r c j e c t s  will 2e implemente2 
accorcing tc FrEser t  ZSCIG p lzns .  They w i l l  Esgin i n  the  11 
XISF th2x2s 5eczuse t h e  dz ta  5zse is avai ls t  l e .  



2 .  The S z t z  an the hsnZl~cm industry in i 'hzse 11, 
from a szz-!r,le cf 2 3 0  hnnClo.z8m e s t z ~ ~ l l s h t n t s ,  will ?e u s e f u l  
in p r o j e c t s  cf t h e  SanglaZssh l :~nd lc3n  Loard  which arz t o  be 
assis tc l l  !,y U S A I D .  These data cover many zreas s<ct cc~vered 
rrnder the tianC1=,~m LszrZ1s own cexsus.  

3 .  The d a t z  on zkout 76 particular Inzustry types 
s h ~ u i i  5e useful fcr azencies sesking to promote r u r e l  indus- 
tries, as it will help then develsp industry-specific zssis- 
t ance  prz j  Gets. 

4. The c z s z  studiss cn particular industries shoulc! 
Iezd t c  ~ r s j e c t s .  

- 
s .  RISP d a t a  cri a s s s t s ,  c r e d i t  and o t h e r  financial 

mztters will be u s c f u l  to banks seaking to dcvelcp  capacity 
in SCI c r e d i t .  These  Zatz ,  g iven  by industry type, can be 
xse2 for guidelinss on cz?italizatisn requirements and 
r\c+ a m + ;  9 1  -. - rv b b r l c r w ,  p r ~ f i t ~ t  lazty. 

6 .  The RISF da te  cn assistance availecl cf an6 desired 
5y S C I  p r o p r i r t c r s  s h o u l 2  be u s e f u l  tc all ~ ~ e n c i e s  offering 
extension services  tc t> i s  sectcr .  

7 .  Thc Government o f  2angla6esh hzs 5 e p n  to estzblish 
a C~mmission cn SCI 2s s p 5 c i f i e d  in thz Five Year P lan .  RISP 
de ta  will be 2 r n z j ~ r  source sf understzndins sf this sector 
and inpzrtanl in ~ e n c r z t i n ~ ~  2 a l i c i . e ~ .  The sections in KISP 
on 9olicizs will hzve d i r ec t  relevznce. 

3 .  XISF d a t s  2re  u s e f ~ l  f o r  LISA12 in f o m u l z t i n ~  its 
c~wn p r . s j e c t  ~ l z n s  f o r  this sect2r .  
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MILAS mzkes n2 initial a s s ~ s ~ t i o n s  z t o u t  the klzd sf  
organizing aechanisrn (client agency) that will b e s t  serve 
t h e  purpose 5f assisting rnicr~-industries. Oce hypothesis, 
is t h a t  a vzriety ~f t y p e s  sf Sevel.>yment srganizations 
~ s ~ i l P  have tc o p e r z t e  simultaneously fcr t h e r e  t 2  Se signi- 
ficant impact zn large n u m k r s  of Liverse micru-industries 
because ns ay;rozch czc dea l  with zll c r i t i c a l  
cdnstraints rt ance. 

A wide variety c f  such g r ~ m i z i 2 ~  mschanisms exist, 
i2cluZing traditional ciiltural association zn2 trade 
~raupings, c c ~ ~ p e r a t i v e s ,  p r i v a t e  vgluntzry organizations, 
3usiness 5rju;Js  3 c t h  l a rge  an2 smell, >anks, 2nd government 
apencies. Ezch ~f thesc  an: other  mechanisms ne&s to Si 
enc~urzged t v  undertake its o2tinum r ~ l e  in constraint 
renctval. 

The p r ~ 5 l e m  Sn which t h i s  p r ~ j e c t  s?ecificzlLy focuses 
is t h a t  most sf t k s e  2rgazizing mechznisns are p ~ o r l y  
equip2ed to zssist i n  constrzint renaval. Many lack stzff 
with a business ~rientetizn. The result can 5s that assis- 
tznce given ixhitits rz the r  t h ~ n  encourage prsfitzSility. 
Often, there  are nc s t z f f  czpz t .1~  o f  responzing tc parti- 
cular techniczl questicns which if znswerc2 mipht  result in 
significznt increzses in ?refi ts .  Some zroups are inhibi- 
ted frm ex~eri~entzticn w i t h  ncw prsducts cr ;recesses, cr 
evzn neb- methaes o f  ~rgznizati~n, Z y  s lzck ~f f inanc ia l  
resources.  

7.- 1kecretic211y; gsvcranent zo :~ l?  zssist in sone of these 
matters, am5 i n c i ~ e d ,  in some czszs it Cses. However, at 
;resent, the  3znglzdcsh G ~ v ~ r n m e n t  h2.s ne i the r  the or ienta-  
tion ncr the capacity ts un&ertake the task envisianed by 
this przject, as g o v e r n m a t  agkncies are ~ r e a t l y  overtaxed 
with existiz~ res~ccsi5iliti~s~ Far this rezscn, the 
Gecisicn hzs been nade in this case t 2  w r k  autside of the 
g w e r m e n t  . 

The Gecision has z isc  Feen m&e in th3 case of this 
p r g j e c t  t~ establish 2 m w  institution rzther than . . 

to utilize m y  
existing on3 ic CzriglaGesh. T h i s  Cecisim wzs nade despi te  
t h e  well-known preference in Zevelwwent thinking tc avciG 
creatim cf new i r ~ s t i t u l i c n s  5zcause they t a ~ e  2 ccnsider- 
abl3 a m u n t  d f   rec cis us t i ee  znd endless difficulties to 



e s t ~ ~ l i s h ,  232 czct c s t ~ ~ ? . l i s h c 2 ~  the>- cjften end GP c n l y  
2 u ; ; i i c z t l z ~  ; t h t r  i n s t i t u t i c . n s .  

While 5 2 t h  Cecisions will mzkc it Zifficult far the 
prc  j e c t  t o  devzlc~;; i n  Zn ex>cGitic;us nzrrner, csmpenszting 
a d v m t a c c s  will rcizting t c  t h e  s>eciz l  situation 
cf I i z n ~ l a d e s h ,  which w i l l  more than make up f o r  t h k  d i f f i -  
culties which will Ye enczuntered. 

It is uzderstcsd t h a t  f:r t h i s  h igh ly  innovztive projec t  
t~ b e  a success, it is ~ L s e l u t ~ l y  ~sssntial that the rmp1e- 
n z n t i n g  i n s t i t u t i m  hzve t h c  fzllowinz charscteristics: 

1. Hzve the cz3zci ty  tc, reach the terget po?ulztion 
( r u r z l  poor ) .  

- .  Lie z>ic t~ 2ssist  3s =any Z i f f e r e ~ t  t ypes  of 
3f fective o r g a ~ ~ i z i n ~  n i echzn i s~s  f M l X S  clients) i 

2 s  r z s s i F 1 e .  

3 .  Have t h e  . . f l e x i 5 i l i t y  necesszry t c  zssist these 
orczn~txn~ L. aechanis~s is z vzricty sf different 
wzys . 

Uzf~rtunztzly, ncnc sf the exis t in i :  g~verruneztal orga-  
nizatians can me2t  a l l  sf these criteria. Thz governmental 
inr?i+uti~ns zurreatly respons ib le  f o r  services tc micro 
in6ustrirs IncluC? the Zan~ZaZesh Smzll 6 Cct tage Industries 
C:;rpcrzti.cn (ZSCIC), which is 7a:t of the Hinistry of 
InZcstries, 3rd the nztic2zlizs2 Zanks. 

AIthou~h BSCIC has a s t a f f  o f  s'out 1 , 5 0 0 ,  most cf i t s  
present ectiviiy c z n t e r s  a ruun2  s u p g s r t  of smell, modern 
industry l ~ c z t e z  is inZustrizi estztes. It spcnsors e f f o r t s  
to assist i:, hnr id icraf t  sarkzti?~ zn.1 has cther prs jects  
t h a t  reach z xs&zst nuinSer cf nxcro-inchstr ies .  . . fn the 
fu tu re ,  G S C I C i s  cepe5iiity t o  reach widsly cxsperse2 micrc- 
indusrrii-s viii iz;rr::~~ s h ~ . i i (  A I C ~  onz cthsr  Sonot assis- 

C tzncs z z c i l i t s t e  success ic ili?>lementing 'be stratezy given 
in t h e  33G f i v e  year 2lanZ- 

Ztilizin~ X C I C  as en implementing vt>icls would have 
t h e  a2r-nntace c f  theoretically putt in^ at t h e  Lisposa l  c f  
t h e  p r o j e c t  s sutstsntiai i ~ p l a u e r ~ t i n g  c - r l i P i t y  x i t h  

L;ph to i ~ 7 r z v e  t h ~  like:ihs~Z of 2chievi.n~ the 2 r ~ j e c t  W A L L ~ A ~  
g o z l .  ~ o w e b e r ,  it is t h e  op in i cn  ;f zll i x ~ t r t r  here t h z t  



2SCIC is ~ ; t  zz ; - r z szn t  in the p c s i t i m  c i t h s r  -;c alter its . . fccirs ~r ?->pi,a2Cn 3; C3Lsvel~.~mefit. T h u s ,  i t  i s  felt t h z t  
zny g ~ s s i k l t  aZvant~,c 35  utilizing 3 S C I C  w ~ d l d  n o t  mater ia-  
l as -lacin - thr; ?rs-j?ct thcrs wguld 2-,lertax 2%-zl lahle 
BSCIC resources 2nd rnanpgxzr an2 :e Gctrineri tzl  to plens f o r  
e x ~ ; e r i m e n t a t i - ~ n  znc? ~ x t m s i v e  invclveneat with z~n-i-overnmentzl 
2cvelcpsenr ncchanisns. 

Khi3e GSCIC will not k c  th2 home f ~ r  t h e  p rc j ec t ,  however, 
~ ! I D X ~  will xsrk  clos~ly with it en2 shcu ld  deve l sp  sufficient 
rzppcir t  nGt s n l y  t . 2  ;revide feed3ack on the r e s u l t s  o f  the 
e x 2 e r i n m t a t i l z r ~  t u t  ", cctually Slecone 2 technical consulting 
aeeFlcy t c  Z S C I C .  In this r s g a r d ,  the Chslrmcn o f  E S C I C  has 
t e e n  a ~ t i * ~ ~ ~  ii-.. MIDAS dev~f :pzent  2x2 ~ I C C  2ssisteL USAIE i n  
several zsy.ects o f  s a r l y  ~ r o  j c c t  imz-lerner~tatic-n. 

As r q z r z s  ;he S ~ n k s ;  2. go3d 2eal ef e x ~ ~ r i m e n t a t i ~ n  is 
m - n9w t zkknr  p lace .  ?he  h'crld ;:nk has r e c x i t l y  made 2 

$30,000,003 l ~ z n  ts several ha  k s  w2ich a r e  making sxa l l  
lcisns f o r  indusZrizi r z j e c t s l ?  ?'.l:hcug,.h the  snzllest loans  
 ill L e  t h e s r 2 t i c a l i y  j u s t  over S300, in ~ractice, very few 
lsai-~s ~f this s i z c  have been nede through pzs t  Zznk credits 
en? Zhe a v k r e F ~  lcen s i z e  zpTesrs ts t:e zr~unC $2,000. 
Even t h e  $ 3 0 0  fizur~ i s  f z r~re r  t k zn  m ~ s t  mlcrc-industries 
czn z t s c r t .  

A 1 3  currently hzs its Rurzl Finznce E x p e r i n ~ r ~ t  Frs jec t  
(iiFEF'), which i s  i n  ncny wzys seekir&g tc do with credi+, 
whzt 5ifSAS will sd2k t5 Bo ~ i t h  nsn-crezit assistznce. 
2FEY is \arkin ,  w i t h  2 nun5er cf F , Z R ~ S  2nd c r s d i t  d i s p e r s i r , ~  
institgticns, each ~f which  i s  apr rz t in ,  z Gifferen t  
e x ~ e r i n t n t z l  ;rszrzr: zime?. a t  r e z c h i x ~  the r u r a l  p32r. 
Althou~h t z r g e t e d  xi asriculture r a t h e r  t t a 2  in i ius t r ies ,  tc 
t he  s ~ r g r i s e  -f m m y  p e z p l e ,  a?su+ 40% cf t h e  loans  tc 32te 
hzvc h e n  tz ncn-f~rm cznncrci? l  cr industrial activities. 
The averrfe I s zn  s i z ~  is z ~ y r s x i m z t e l y  $100, v u t t i r i g  5 it in 
the r z n ~ e  which wculd likely Se utilized by m~crs-industries. 

Thk  US;,I> ?rsjcct  ICentificzticn Cocilocnt [PIP) on a 
scccnd yi2se sf t he  kFE? hzs nsw >een s?yrsved,  Th i s  ?ID 
calls f2r es t sb f i sh i r i g  t h e  c r e d i t  scheme Dn z cztionwide 
5zsis.  Crezit z n t  the or~znization-l corn2onent which 
MI3AS is d ~ s i ~ a e ?  +c --.:vli!e L - -  are  crnsidered critical efe-  
me2ts fzr the success sr the MISAS apsrcech to develclpment. 
Therefere, it i s  t h e  inteniisn o f  MI3AS tc work very closely 
xith the c n - c c i ~ l g  .GI? rurzi finance 2rcgraE. One respcn- 
sitility of  Gtcff under this p r o j e c t  viil 5r t o  assure that 
zny cr-anisins nechaniss assisted zlsc hss  zccess ta 

- --- .- -- --.- -- -- ------ 

I/ See Aplan2ix - 3 on "o the r  3639r Rcti\7iiiest' - 



, P adequzte c r e 2 i t  cn2~r t h e  ,ILI 2z.l;jsct 2r tfirough some 
1:thzr msaxs. F z r  thst rezscn, sne sf tne  stzff h i r e 5  by 
t h c  2 r c j  e c t  will have l . azk in5  e x p ~ r i e r r c e .  

- s u t ,  &s;,ite t h e  c l ~ s c  ~ 3 0 r d i n 3 t i . 3 ~  which w i l l  k e  
r e q ~ i r e d ,  nsnk ~f thG Gangladesh Sznks can, at least for t h e  
mumer i t ,  ?ri?-vi&e a h ~ m ~  f,;r t h e  2r.c;ject. It i s ,  hswever, 
=dssilr.le r t h ~ t  me"ll;l_lel~~-it;s d e v i ; 9 c ~ d  t y  X I 9 A S  c c u l d  3e 
Z u p l i c a t e d  w i t h i n  a v z r i s t y  cf Smkin ,g  2x2 s t h e r  i x s t i t u -  
t i , c n s ,  includins 3SCIC. 

I n  t h s  s h c r t - t e r m ,  t h e  banks a r s  fsaGed w i t h  r variety 
of social tasks an& experiment21 programs, i i i i t i a t e l  by the ..- - CDG, AIP ,  an6 s t h e r  d c n ~ r s  includinc the 7iorld s a w .  As 
such, they are ncw having difficulty f u l f i l l i n g  all zxisting 
demands. Thcy are ~ o t ,  t5erefore, i n  a p ~ s i t i c n  t o  under- 
take additi~nal experimentation under this p r o j e c t ,  n o r  are 
they interesteL in doing s o .  They continue t o  feel, rightly 
2r wrsngly, t h z t  such socisl p r o j e c t s  z re  t u ~  fsr aZ ie ld  
f r w  t h e i r  zrea cf res?cnsibility. 

A s  regzrGc n m - g s v e r r i e n t z i  3 rgan iza t ions ,  there are  z 
c c n s i d e r s t l e  numSer that a re  presently involved in rnicrc- 
industry develc~mect an2 2 f e w  which ere p rov id ing  z s s i s t -  
ance t o  q t n e r  zrfanizin; nechanisms. Such 3rgzniz2ti3ns 
2s  t h e  Internati.3nzl Union of  Child Welfare (IUCI':), The 
Asia Foundtatisn (TAF) , +*igriculturzl Gevelopment Agencies in 
BznglaZesh (ASAS), V i l l a ~ e  Educa t iona l  Res.3urce Centre 
( V E X ) ,  an2 Save th; Chil3ren, zre each zttempting to 
provi2e zt lazst m e  ~f t h e  services pr~2zsed f s r  MICAS. 
H~itever, s ~ c h  services are zt ? r e s e n t  extrzmely mcdest, 
beczuse of the relztively sm.zll !!uCgets of many sf these 
a ~ e n c i e s  an6 t h e i r  l a c k  *sf s t a f f  skill& i n  micro- 
industries, Further, f o r  F-?st o f  them, with the excep t icn  

.,-,a- cf ,-UAJ snd. TAFo in;lerr,enti;.,g t k i r  ~ w r ,  f i ~ l L  p r c j e c t s  is 
their 9rinci;;sl functlcn. They hzvz neith5r t h e  capacity 
nor ths ixterest ir f 2 c u s i n s  cz supy2rt services to others. 

Hcwever, m c s t  cf these  agencies reccgnize the need f ~ r  
the servict.~ td.PIIi4.S cauld -,rcrvide. Once the decision wzs 
mzde tc d z v e l s ~  MIDAS c~utsids cf  Zcvernrnent, t hese  pztenticl 
u s e r s  sf MILAS se rv ices  wzre extensively ccmsulted. both 
singly 222 in a szries 5f z e c t i n ~ s  t h r x y h o - ~ t  1 9 7 9 .  b l c ~ e  
t h a r  40 agencias a t t e n d i n g  t h e  larger  p meetings&/, Those 
attending a ~ r e e d  zs t c  t h e  nezd z c r  ZZi agency tc service 

L/ Sce C.  M z l m e y ,  RISP Spec i a l  Repgrt Xo.1 "Organizations - 
2nd Frajects  - C ~ n c e r n i n ~  Sm~~li-Sczle an3 C c t t z g e  Incus- 
t r i e s  in ~znclzdcsh", - Junk 1 9 7 9  ... fsr z c t i v i t i e s  of 
pctentiel 5:IZAS ciiznt organizsticns. 



x i -  2 s  i h i -  x i  , - i s s  On the !;asis 
s f  t h i s  3 ,recaent ,  s u C - c - ; ? ~ i t t e t s  W G T E  C T U ~ ~ Z ~  t: wcrk OR t h ~  
q u ~ s ~ i { - n s  2:  ;rgsrizztiin r zd  f u r z t i r , n .  C ~ x s i d c r a ? , l e  a g r e e -  
r r ~ ~ n t  w z s  fst;r:3, 5ut :;n tw:, ' -zsic issues, zhe zzin cornnittee 

1 .  - 3  - rp - w 2 s  L L ~ ~ 1 c 2 ~  J;--hx t h e  ni?Gle. ~ n z s s  i s s u e s  wer? hcw l e r g e  
T.fID>S s h s ~ f l  initizlly Sc 222 whether it sh.;ul& ~ : z k i  m a l l  
3..vtlopir.~;-nt C r z n t s .  Sa l f  t : ? ~  c:mir.ittee ~ r n t e c i  3I2AS t? !:e 
a n22est zcencv w i t t i  2x1 infsrmztix collscticr:  2nd diss2mi- 
natizn c a ~ s c i t y  (news l e t t e r  and  scminzrs) sinilar t o  that 
which U A 3  alrczdy had in t h e  f i c l l  $5 csricclturs. The 
o t h c r  h a l f  wznte6 MI3AS ts have t h e  a t , i l i t y ,  i n  2 t l d i t i ~ n ,  t c  
~ r c ~ v i 6 e  r tzchnical sssistznce an2 ~ r a n t s .  

F i n z l l y ,  it w?s d e c i l e ?  thzt nc ~ 7 ~ 2 r - , n i s c  OR these  
issuzs could  f suns.  -4 r e s 2 l ~ t i t : n  was a d i s t e d  which 
reccanenied t h a t  thcjse agencies which wznte3 r ? r e  extensive 
s e r v i c e s  s h ~ u 5 ~ 2  sc  2he?.C znL esta5lish t h e i r  GWR model. 
A core  cf  r q r e s e n t z t i v e s  cr" t h i s  LroG,  t11cref;ire con t inue5  
t .-. , - ,,.ett. T h i s  ~ ~ 7 u p  wes brinciprlly c o m p s e l  25 VERC, -. CARIT;tS, KunuZlnl fieifcre Trust a a l  IUCK representatives, 
sugmLnted by- tw; ?rivstc Gusincssmen. 

H z v i n ~  t h e n  c>tcC f2r a le rger  b i I 2 ~ S  structzre, the 
critic~l questi2n f ~ r  t h i s  Z r m p  5eczme hew tc ~ r g a n i z e  
i t  znL where it s h o u l 2  3 e  h m s e d .  VERC, Szvc t h e  Children, 

*l-.*- CARE,  and d i ~ ~ h  w s r e  ~rs>~si;'cl 2s  perv3rnf;nt hon5s f z ~  MIDAS. 
E m e v e r ,  in view ~f its ~rsjkct?Z eventual size, ac azency 
wzs willing cr  2L1e t c  2cce;t it. Therefore ,  t h e  on ly  
,2?ticn wzs t; ere-te z new zgzncy. Iiowevcr, t h i s  ~ 2 s  going  
t~ rzke t i n e .  Ic t h e  interin, sone existing azency would 
h z v ~  to serve  s s  a v e h i c l e  f ~ r  r e c ~ i ~ t  2nd csntrol of the 

- ? S T .  furids 2nd t o  n u r t u r e  IYIEAS'S devel. ;~r~~,?:~t.  t w r a i ,  Save the 
ChilZr~n znL Ths Asia FcucZation (7;-F) were sucgeste2 f z r  
t h i s  functisn. Gniy TAF ~ r s v e 2  2 3 t k  capz l ie  a22 willing t o  
2 c r f c r ~ ~  t h i s  tzsk. 

Thus,  TAF i s  new, en2 f ~ r  t h e  f i r s t  ~ r o j e c t  yezr w i l l  
c o n t i n g e  t c  l . e ,  t h e  r~cipient o f  A12 f u n z i n c  an2 f ill hzve 
u l t i i zz t c  c c ~ t r d l  2 ~ 1  resp:nsitility fsr its use. An ad hoc 
committee h23 keen create2 t c  a ? - ~ i s ~  znC z s s i s t  The Asia 
Founiiztisn. T h i s  cznslsts z f  t h e  rz2resentztives of t h e  
Kumudini Ifelf  z r e  Trzst , V E R C ,  CARITAS, IUCVV', 3 USA1 E 
ci1nsulta2t zn2 tws ? r ivz t e  t ~ s i n s s s m e ~ ,  >lus  c t h e r  aFency 
cr privare scczcr rsprescntztives uhc mcy 5e rccruited.l/ 
?luring tht cur ren t  li month >re-Rural Industries I P ro jec t  
start-u; 5 ~ r i c 2 ,  this czmmittse calls2 the V L X S  Advisory 

I/ See Xttechment A 5 5  T A F / A I b  G r a ~ t  - g r e s m e n t  - C f a r  detzil G r  M I 3 A S  .kSvisclry ZcarL. 
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Invzlv~r- . ,c",  '7 ' ,usir.t srr;.l;:: in - r r , j ~ c t  d e v e l c p e n t  and 
mansgrmeat i s  ccgnsidsre3 a's:luteiy c r i t i c a l .  Exgerienci 
ic ether c ~ x n t r i e s  a:gue srr:ngly t5et ~ i i h 3 ~ ~  it MILA' will 
h-.-.- ,,t Isss chsnce af E ~ C C E S S .  Sine; this r r c j ~ c t  is con-  
c5rnc;d w i t h  '-,.;slnf;sr d e v $ l ~ ; p e r ? t ,  ;r.-i-icct succsss requires  
2 ccrnk,inaticn z f  csnccrn f e r  t h e  nec3s >f  t h c  r u r a l  2szr  
with fiard-r;:szrt I -ZS~S!_,=SS C-:Y.X;~ r z z s c .  Cir!ct Ccvelo;nent 
p r e c t i t i c ~ e r s  and Susincssaen ere ;ftcc distrustful o f  each 
o t h e r ,  b r i n s i n i  thar,  t ; f ; ther  will ? E  9 deliccte tzsk 2nd 
w i l l  r e q u i r t  c r n c e r t e &  c ~ r e  t h r c u g h 1 ~ ' ~ t  r r s j r c t  life. T h i s  
tesk xi11 ?e z mzjsr fzcus f o r  t h ~  ztt~ntisn c f  t h e  EcverE- 

t. i n z  t2sarC cnC t h e  2 r c  j e c t  s t a f f .  

:;eg:inning s t q s  lialTe zlrer2y Loen ~ z d s  i n  tFis di.recti.cn. 
3rcmineiit lusincssaen . - -  * with genuine c~ncern an2 co~mitment 
h2ve Seen i2enz;rlzc an2 h v e  5 z ~ n  inv,lued in the  ~fznning 
of b512-iS. At l c z s t  twc busic=ssaen will ?c  3n the MI3AS 

9 Governir~ ~ 3 ~ y .  'The ex;ert csmi t t sa ,  \;:?ich uill ~ d v i s e  
t h e  Lcari!, w i f  l comprisz a lar;:? ?r,>crti.cn ~f ?,usincssmezi. 
Thi l e g a l  ~ r a n i z a t i c n  ;.f WIXS i s  ';eirig e s t z F l i s h c 2  in 
wzys which rill hzpefull;; er-c?urzze the inv;lr~ement of 
busi~lessner;. It is i l n n n t 2  t!:zt develcynenr an.: a :usinsss 
prrs ;cct ive  can SE i z v e n  equal ueight irL the  ? rs jec t  and 

L + 1 %ha:, with rhis .*sloncc, Lne ~ z c j e c t  will hevc 2 t . e ~ t e r  
chznce f a r  S U G C ~ S S .  

Best Available Copy 



. * -, :-IIU'.',S LT-,;?-;F.TKENT-<L d L  ?rt,SOl\ir?i;iZL >JSiX?KS:bILITfES 

Enfcrnztion Serv ices  

1. In fz rna t i cn  S~eciafist t o  c r c z t e ,  mainrain an6 
trsnslzteicfornati~n into a newsletter and s the r  formats 
s ~ i t z ~ i ~  ~ G . T  ~ 1 2 ~  distritutian, 2nd tc esta5fish a tech- 
nical l i b r a r y  sn micro-industries to incluGe: 

3 2. ; eri~dicals, ~ C G ~ S  ~2~~ p ~ ~ e r s ,  w i t h  iafcrma- 
t i c n  ccllected 5v z~encies/scholars on vzrious 
as;ects sf n i ~ r c ~ i n ~ u s t r ~  development p e r t  i - 
Zen+ tc. k n g l z d e s h .  

5 Technic21 iriformztio~ 02 key industries in- 
cluZirg raw mzterials, nzchinery, technical 
2nL nznzzer iz l  prccessos, 2nd. m z r k e t i n g .  

c.  Infornzti~n on relevant Lansiadesh Goverment 
agencies, 2olicies 2nd prcced~res fc r  c k t a i n -  
i z q -  zccess to zssistznce, establish in^ 
Lc:;riity 2nd c o a r C i n a t i n ~  devela2ment planning.  

2.  Informatinn oc non-g3vernmentzl zctivities/ 
~ c h i e v e n e n t  of ?rsZrams to assist micro-  
inGustries in Z m g l a d ~ s h .  

- c -  . infcszxztion :n s 2 e c l r r c  scurces ~ 3 f  9zngladeshi 
insustry inputs including rzw msterizls, equip- 
s e n t ,  t?chnicsl 229 mznzgeri~l assistance, 
sn2 finencin,, ksth in 3anglzZesh an& s r r ~ a d ,  
t4>ce ther  with descri2ticns a f  ~rccedures for 
~ z i n i c ~  access. 

*- f. Infz r r .~z t izn  cn 5zn:-lsdesh ar;l.z fcrsigri  t-uyers 
cf ixir t icular  ;reducts t sye rhe r  with l e sc r ip -  
ti~ns cf hzx to market srsducts to them. 

2 .  hesearch Spec ia l i s t  who woulz h ~ v e  the following 
furrct lons:  

z .  T c  Ikntify 2nd ccn t rac t  f z r  revisicn, i f  
necesszry, txisting rcsezrch sn t h e  c o n s t r a i n t s  
c.5 \rzrlrcus in&ustries , incluCic;; raw mztzrials 
ttcE-inclcgy, 2nd mzrketing; s z k i n g  t h e m  useful 
f a r  >fIZAS clients. 



a . . Ic s ~ ; ; y i e n e r ~ t  z h i s  . w h c ~ e  ZC'CE-CZTY~ c sn t r ac t  
,, :;ue unavsile'le f i c l c l  ~ L S ? ~ T C ! ~  fsr n c e - ' ~ 2  

Fnfcrnzeisn. 

2. a s s i s t  client cr,znizzticns t~ desisn 
a c t i c n  rtscarch : : rctrzrs  dccumenting f i c i d  
cxr- i r ience  - rssistin, nicrc-industriss in 
Ezn~ladzsh. 

2 .  TG c c n t r a c t  f c r  t h ~  tevei;pzicnt ~f casy to 
1 c-ser?: rzpcirts  cn im;c,rtznt elenents cf 

micro-industrizs developmenr snd g ive  them 
wi6e G i s t r i ' j u t l o n  thrzugh PffLAS n e w s l e t t e r  
su~maries and i n  Ce tz i l  t c  knobTi, concerned 
clicnt a~encies. 

1. 7snjec t  3tvelslment S~ecielist tc assist client 
grOr?zS i L 7 :  

n 
9. I d e n t i f y  pctcntial g r o j z c t s .  

- 
1 -  . ~ e s i g n  2nd o t . t ~ i n  zssistance f o r  p r o j e c t  .- - ; ~ : z i l . i l i t y  - stuiies. 

C. Z , v s i r n  .. rrcj cct ir~act c v a l w t i c n  2ragra~s. 

2 .  Cccr?inztc.r of Techniczl Services  t o :  

3 .  ~ s s i s t  g roups  t o  i d e n t i f y  cceds fc;r groduct  
d i v c r s i f i c a t i e n ,  ilcvsiz;nent cf new Trocess, 
tcchzziogiczi innovati5rL, q v i a l i t y  c o n t r o l ,  

?- r. - .--. 6 . Larv.; lo; r*il;,,S C o n s x l t z n t  Group - technical 
c s n s u l t z n t s  o b ~ a i l n t i e  tc h e i ~  clients on 
szrticuiar ;rgtlens ty match~ng  of  GTOUF 
Cans~ltszts w i t k  clie~t n e ~ d s .  (See b e h w  
f o r  a6bitionzl d e t z i l  o c  Ccnsultznt Group). 

Marketing S p e c i z l i s t  t o :  

a .  iiel;: clients plan  market ing strztegies. 

. K t e ~  2rclacers  e2vised ci rzu m s t a r i e l  
2evil3~nants zn6 new processes, including 
scurczs/canstraints an2 zssist  in 
~rzcurement. 



4 .  Xan;;cwer Develop~ient  Zpeeialist work ing  through 
c l i e n t  agenc ies  t o :  

a. Organize seminzrs and workshops when resource 
2eople are  available. 

b .  Arrsnge for short-term tours for small  groups 
t~ see p r o j e c t s  i n  Sanglzdesh znd abroad. 

c. A c t  a s  iiais~n for arranging apprenticeships 
in private sector of Bangl2-desh or for limited 
technical or on-the-job training, i f  necessary. 

3 .  A c t  as liaison betwesn clieat agencies for 
exchange of information on avzilability of 
mznpower developnent activities. 

5. - Flznning S p e c i a l i s t  t o :  

a .  Develop long-Zerxi plans ,  prep3rc prsgraa 
documentation a n d  repcrts fc?. MIDAS. 

b. Assist clisnt groups in development of 
program plans and document:ation and r e p o r t s  
p repara t ion .  

1. Grant Superviscrs to Frocess an2 supervise sriall 
grants t o  be obta inabl i :  v i rh  a nliniluun a ~ o i m t  of paper 
wcrk f o r  use  in experimenc~tion tc- test zzw approaches to 
assisting r.icr.2-i2dus:ries dsvelcpr'ent. (Funds to be 
reserved rcr very  m a l l  2nd wsmenFs grcups.) 

2. Lezn 2nd Grant Spec ia l i s t  to: 

a .  Maintziri infornztion o~ o t h s r  sources of 
g r a n t  o r  l o a ~  funding and provide rcferral 
services of client agencies t~ likely 
f unders . 

b. Assist clierie agencies in preparing o r  
obtaini-G zssistance in the prtparation o f  
ap?licat~ons fsr funding. 

c .  B e  knowledgeable about availzble credit an6 
ccerdinzte  with c red i t  sources to zssure 
c r d i t  is avzilable to projects when needed. 

3. Assist donor S r o y s  t3 process client 
agencies applicat~ons. 



1. j-:ID;;C. A & ~ I , ~ l , i s t r a t c r  when zdvised by t h e  IfIDAS 
financiel serv ices  s t z t f  on6 E x ~ e r t  Committee of s suitatle 
pro2c;-2 f z r  l~ndertaiiini ;r ass~sting a prcfit making ven- 
ture, will r e q u ~ s t  :he Project Dsvelopmtnt S2ecizlist with 
zssistzzce p ~ o v i < ~ d  3 y  mzrnbe~(s) o f  t he  Consultant Croup, 
tc develop t h e  ~ r o p c s z l  t3 i ~ ~ c l u d e  MIDAE ? ~ r t i c i p a t c r y /  
equity ?ositicn. MIDAS w i l l  then estztlish an6 finance 
private profit-nzkin; corpgrzticns. Yhi3.e z c t  limited to 
the fcllowin~, these enterprises might deal w i t h  t h e  nzjos 
c~astraints cf n i c r ~ - i n d u s t r i e s  while making a p r o f i t  for 
MIDAS. T h a s ~  ccri3ratisns cculd: (1) 

a. Purchase sczrcs- rzv  m a t e r i a l s  i n  and 
<istribute it t c  n i e r s - i n c h s t r i e s ;  

L .  Furchzse s u t 2 u t  of ~icro-industries and 
mzrket in bclk; or MIDAS right; 

- c. lake ox equity positisn in msr~: ina l ,  hu t  
p o t e n t i e i l j -  prcfita3le micrc-industries, prsvide 
financial and technical resources necessary t3 
~ ~ z k e  then p r c f i t z t l s  and then d i v e s t  (roofing 
tilc i s  an e x s n ~ l e ]  ; 

. Undsrtake t h e  e s r ~ b l i s h e n t  c~f zn innovative 
aaC h i g h l y  replica5le nicro-industry pilot 
F . T ? ~ Z C ~  with h i g h  ~ r o f i t  p o t e n t i z l .  

Ccnsultant Group 

1. The K I D A S  Cs;rdinzt-2r cf Techcica: Services to: 

2 .  X ~ c r u i e  an6 m ~ i a t a i n  a Gi rec t s ry  cf consultants 
w h s  w i l l  p rcvide  a s s i s t z n c e  t c  client agencies 
as ciescriL.ed abcve. ( P e r  6 i e ~ i  z x l  t rans ;%rta-  
t i s n  expenses a r e  covered i n  t h e  MIDAS budget.) 

5 .  Prsvide c c n s u l t a n t s  cn a fee bzsis for t e c tmi -  
cal and maneyerial z s s i s t a n c e  t o  gcvernrnentzl 
rrgenizeri3ns and thz private s e c t o r  (ccnsul- 
t a n t s  t c  share i~ proceeds ezrnzc). 

(1) The hi,> r i s k  naturz of thest n c t i v i ~ i c s  i s  recognized. 
An e x ~ a t r i s t e  consul tznt  w i l l  wcrk with M I D A S  ta 
evziunte ell ~ r c f i t  generating ~ r - ? o s n l s  (years 2 4 3 ) .  



Expert Cmimit tee  

Members will rzcsive hcnorary appc~ntnents by the Board 
ctf Directsrs ~f MIDAS. They will bt entitled to a f ixed fee 
for neetinp days and provided with trons~ortation plus other 
expenses while acting as a pocl cf resource personnel for 
consultatien. 

The csm~csiticn sf t h e  C c m i i t t e e  w i l l  55 (maximum 
initidly will be 10 t o  12 members): 

a. 026 Expert f r ~ m  each product  area selected by 
MIDAS f z r  prcm~tion - 5 1 7  

5 .  Financial/Economic Advisor - 1 

c. Exyr-st on CG-cperative/Credit Unisn mcvement - 1. 
d. Ex~eriznceL 2erscn in s ~ c i e l  wilfare work - 1 
e .  A h i n i s t r a t o r  sf MLDAS - 1 
f. Femele philanthropist/social wcrker/woman 

vs lunteer  develojment worker etc .  - 1. 
The functicns to be perfcrrced Ly the Cornittee will 

be as follows: 

2. Betzil study and Zeliberation on vzrious 
a s l e c t s  of projects submitted. 

h .  Clearance on ~;ojects/~roposnls which they feel 
s r e  feasi5le.  

- d. tx2ert ndvisr ,  on request, dnrinz ~ r o j e c z  
im~lemcntati~n. 

e .  Advise the AC~inistrator of HIDAS and Prcject 
in2lementers on technical zspects or product 
natters. 

f. Act 2s 2 neutral evaluat~r and a&visory So&y tc 
the MIDRS Bozrd of Direetsrs. 

A chairman, elected by the Committee members from 
=on% the memlars, will be e vsting member cf the MIDAS 
Board cf Directors as described in t h e  5y-laws (Appendix Ej. 



MICAS INCORPORATION DOCUMENTS 

Legal Structure 

Several organizational forms a r e  possible. The f o r m  
which is  most flexible. given the multiple uses intended for 
MIDAS and the close ties with both development organizations 
and the busrness community, is the establishment of a private 
non-profit Society under the Br!G 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. t n d e r  the Act, a t  
least seven persons must be sub.zcribers. 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 m a y  also invest in companies which make a profit. These 
profits a r e  not taxable a s  long as they a r e  used for charitable 
purposes. The society would be registered with the Ministry 
of Commerce. 

The next step would be registration with the BEG 
Eepartment of Social Welfare. This registration process,  
which includes I7 separate BDG clearance steps,  can take 
sis  months o r  a year. Lack of certainty of the cime necessary 
ro obtain this registration accounts in pzr t  for the MIDAS 
rmplementation design's flexibility as concerns the initiation 
of MICAS independent (from T A F )  operation. 

Once the legzl identity and proper registrations a r e  
obtained for  MIDAS, Tke Asia Foundaticn may begin to 
transfer control of financial resources lo MIDAS, However, 
'this t ransfer  will be neither automatic nor complete at any 
predetermined time- The timine m u s t  be h r s d  on the 
administrative and technical capacity of &MICAS staff, 
Information services might be the f i r s t  to be transferred. !- 

Next might he technical serviees. Control of financial 
services might remain under TAF for a more considerable 
period if it does not LQpear sensible to transfer it. The 
procedural arrangement concerning the transfer process is 
provided for in the preliminary phase TAF/AIG Grant 
Agreement. 



Once i t  is legally organized, MPDAS will be  headed by 
a 9-member bozrd of directors,  one of whom will be a 
member  by  virtue of his /her  position within MIDAS and the 
res t  will be elected for two year  t e r m i s  as outlined in the 
following sections. 

MEMORANDUM OF ASSOCIATION 

MICRO INDUSTRIES DEVELOPMENT ASSISTANCE §OCEETY 

~ (Registered under the Societies Registration Act. 1860) 

NAME 

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

REGISTERED OFFICE 

2. The Registered Office af the Society is House No. 56 
Road ?/A, Dhanmondi Residentid Area, Dacca, 
Bangladesh. 

AREA OF OFERATION 

3. The a rea  oi operation of the Society shall be throughout 
Bangladesh. 

OBJECTS 

4. The objects for which the Society is  estabf ished are: 

( i)  T o  engage in charitable purposes and social 
welfare. 3trictly on a non-profit basis. 

( i i)  To promote the welfare of the people of Bvlgladcsfa 
through assistance to small and cottage industries 
3nd to groups o r  individuals promoting them on a 
strictly non-profit basis. 



( i i i )  T o  reduce poverty and unemployment through 
generatior, of productivity, especially among the 
poor. 

jivj T o  provide sirch tiervices as may promote anci 
suppart smzll and cottage industries, to voluntary 
oxgacizztions, trade and business associations, 
cooperatives, government rtgencies, or  any other 
groups o r  associations concerned with small  and 
c ~ f t a g ~  in_dyqf-_rj~c, 2~ t - r a 1 1  -a a +- --:*-- ' &.--;---- w-rr, u u  r v  yr  r v a r i  u u o u L C P P  

a d  individuds in this sector. 

(v )  To provide information services,  techairszl 
zssistan-e. mzrketing and consulting advice, 
financizl and mmaterial support. or any other 
assistance for non-profit promstion of small and 
cottage industries. 

(vi) To cooperate or participate with, o r  provide --. 
m y  assistance to such agencies, groups, business, 
and individuals, in setting up and manzging smdl 
and cottage industries, 

(vii) To purchzse, hire,  or lease,  any land, buildings. 
industrial equipment, or  other facilities o r  materials 
o r  to develop l a d  o r  construct buildings or  other 
facilities, for any of the purposes of the society. 

( v i i i )  To procure for  the use of the Society o r  for any 
of its clients a:iy equipment, commodities, ram- 
mzterials .  or other assets .  from any part of the 
world, for the purpl3ses of the Society, 

(ix) To receive donations or other financial assistance, 
fro,m any private o r  government sources, aqd 
f rom 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 pusposes of 
promoting small and cottage industries. 



(xi ) 

Iv i  i 1 
tn*.l 

(xiii) 

(xiv) 

(xvii) 

(xviii) 

To set cp or operate any subsidiary enterprise for 
overzll promotion of the charitzble objectives of 
the Society. 

Tc: set up o r  rr?ai-.?taLn- Lri =.JF plate Bag:adesh i r j ~  

elsewhere in the world, branches, agencies, or 
local bozrds, for  mznaging the affairs of the Society, 

To establish, support, and maintain, any research 
centers. training institatles, f i ch~~n l s~  fabosatories, 
inspection centers, o r  other institutions, z s  may 
be calculated to be beneficial for rhe work of the 
Soc ie ty, 

To enter into any arrangement with any Government 
o r  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 v l d  comply wi+& any such arrangements 
rights, privileges and concessions. 

To invest and deal with the nnoney of the Society not 
immediately required in such rnaner  as ,mzy from 
time to time be determined. 

To borrow o r  r z i s e  or  secure the payment of money 
in such rnann zr z s  the Society sha!.l determine from 
time to time ;md generally to h~rrour meney in such 
manner z s  rnzy  be agreed upon between fender and 
the sOCI -L-- -- 

=cL)- .  C I L ~  to apply the same for aii or any 
purpose of the Society, 

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

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



STATUS 

5. (a) The Society shall be a non-profitable organization. 
The income and property of the Society howsoever 
derived shaf? be applied solely for or towards the 
promotion of the objects of the Society as herein set 
forth, and no portion thereof nhnll he paid or trznnfersec! 
directly or  indirectly to anyone who o r  at any time have 
been members oi the Society or to any persons making 
claims through all or any of them. But nothing herein 
contained shaii 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 fur : 
reimbursement of the out-of-pocket expenses incurrkd 
b y  him/them for the purpose of the Society and/or in 
the discharge of his/their duties, o r  payment of 
interests on money borrowed from any member of the 
Society or ether ~ ~ I E S C S .  

@) The Society shall be z non-political organization 
and it shall not take part in any activities other than 
those mentioned in pzragrapfi 4 hereabove, 

DISSOLVTION 

6. If upon up or dissolution of the Society. at any 
time. there remains after satisfaction of all its debts 

1 1 -  x -1-1. ana L k a D r l l c l e s ,  p=aperty whstsoever. the same 
shall not be parted or distributed among members of 
the Society but shall be given to some other society or 
institution having objects similar to the object of the 
Society. 

MANAGEMENT 

7- The Manzgement and the zffairs of the Society shall be 
entrusted to the Governing Body consisting of nine f 9 )  
members in zccordznce with the Rules of the Society. 



8. Th.e names .  z d d r e s s e s  znd occupations of the p resen t  
Governing Sody of the Society: 

Name and A d d r e s s  

1. M r .  P e t e r  Amacher  
Adminis t ra tor  
h t e r n a t i ~ n ~ l  Union 
f o r  Child Welfare 
No, 12, Reart_ 1 5 
Dhan-mandi, Dacca 

Serv ice  

2. Mr.  Ian R. McCabe Serv ice  
Representa t ive  
The  Asia  Foundation 
No. 55. Road 6 /A  
Dhanrnandi, Daccz 

3. Mr.  Sheikh Hzl im 
Direc tor  
Village Education 
Resource  Cen t re  
Ssvzr, Dacca 

Serv ice  

4. M r .  R. Ivi. H. Hirj i  Ausines smur 
Mmaging  Direc tor  
Dzccz Ref rzc to r i e s  Ltd. 
Xo. 33 Bzngzbandhii Avzntiz 
Noor Chamber Rzmna,  Dacca 

5. Mr.  bid. Ikramullah 
Direc tor  

i r p u r  Agr icul turz i  
workshop 
Mirpur ,  Dacca 

Service  

6. M r .  Amiru l  Islam Businessman 
Direc tor  
Associa ted  Bui lders  Corp. Ltd. 
1st Floor, 
30 Tipu Sultan Rczd 
Dzcca 



N a m e  2nd Address  Occupation 

7. Mr. C l a r e n c e  Mzloney Service 
Consulkmt,  USAID 
4th F l o o r ,  Jiban Bima Bhabm 
10 Dilkusha C /A 
Dzccz 

8. M r s .  Joya  Pzti 
Manzging Direc to r  
W . - - . - J ; - ;  L l u A A L u u L  L I L  X I ~ - I C - - ~ .  T -.-- L 

V V  GSLGIC: A L U J L  

Nzrzyzngznj,  Dscca 

9. Mr .  Marnoon-21-Rasheed 
D i r e c t o r  
MIDAS Fezs ib ility Study 
The A s i z  Foundation 
No. 55, Road 6 / ~  
Dhznmzndi,  Daccz 

Bus ines swornzn 

Service 



W e ,  the s e v e r a l  pe r sons  whose na-mes and z d d r e s s e s  z r e  subscr ibed  
hereto. having zssocia ted  ourse lves  fo r  the purpose  desc r ibed  in this 
Memorandum of Association. do hereby subsc r ibe  our  n a m e s  to  this  
Memorandum of Association and set out several. respect ive  hands hereunto  
2nd f o r m  o u r s e l v e s  into a Socie ty  under  the Societ ies '  Registrat ion Act,  
1860. 

s1 
No. Name and Address  Occupation Signature 

1. Xr. P e t e r  Amzcher  Se rv ice  
Adminis t ra tor  
International Union 
f o r  Child Welfare 
KO. 12, Road 1 5  
Chanmandi, Daccz 

2 .  Mr. P a n  R. McCabe 
Representa t ive  
The  A siz Foundation 
No. 55, Road 6 /A  
Dhanmandi, h c c a  

3. M r .  Sheikh Halim 
Cirector 
Village Education 
Resource  C e n t r e  
Savzr, Dacca 

Service 

Service  

4, MI, I?. M. E. f3irji Businessrnzn 
Managing Director  - 
?.-%,-.--- ; c a C r = P t e t ; - c  T + A  
YcA....CI *\bAI U b L V A  L G S  U C U .  

?<a. 3 3  Bangzbazdhii Ave. 
Noor C A m b e r .  Ramna 
Dacca 

5. M r .  Md. Lkramullah 
Direc tor  
Mirpur Agricul tura l  
Workshop 
Mirpur ,  Cs-cca 

Service  



S1 
No. Nzmc and Address  Occupztion Signature 

6 .  M r .  Amirul Islam Businessman 
Direc tor  
Associz ted  Bui lders  
Corp.  Ltd. 
1 s t  F l o o r ,  30 Tipu Sultan R d .  
Dacca  

7. Mr. C l z r e n c e  Mzloney Serv ice  - - - Consuitant,  usAIC 
4th F l o o r  Jiban Bima  
Bhaban. 10 Cilkushz C /A 
Dzccz 

8. Mrs. Joyz Pati Businesswoman 
Managing Direc tor  
Kumudini W e l f a r e  Trust 
Narayariganj. Daccz 

9. M r .  Mamoon-al-Rzsheed Serv ice  
Di rec to r  
MIDAS Fezsibi l i ty  Study 
The A s i s  Foundation 
No. 55, Road 6/A 
Dhanrn3ndi. Dzcca 

Dated this the dzy of 

wi tnesses  with t h e i r  zddresses :  



MICRO ENDUSTRLES DEV FLQR2AEKT - ASS'.STANCE SOCIETY 

Any persl=;n of zny zzti~z?Lit.,- interestred ic cll~ritzb1e 
promotion of small znci cottage ;nci;.ist:ies in Bangladesh is 
eligible to  become -- ~ e - n b c r .  3~ 32-y Ce sssccia ted 
with a voluntzr.; orgm;r;ztion, z ;;rivate business. or  a 
donor agency bct hi; r i c m b e r ~ k i p  : - r i i ' l  be as as individu~l,  
Membership reanires  rcc~rr.rnc-ncztisii by two existing 
members and approval 5y two thirzs of the rnernbers 
of the Governing Bodv. Ezck new member shzll be 
l is ted by the G o v e r n ~ n g  Sody as SeSlonging to one of the 
following mernbers'r-17 czte2oriez : ( 6 )  t'lose zssociated with 
voluntary zgencies. t i i )  those ~ s s o c i a t e d  v;-ith private 
business o r  cornme;.re, (ii:' those associzted with donor 
agencies. and (i1.j otilcrz. A mernbes- upon election will 
pay a subscription o l  T-&a 0 (ten),  ~iJZlich sfieii a i s o  be 
the amount of annrral subsc r i~ t ion .  A l i s t  of members 
and their  addresses  zka l l  be xs,intzinecl zt the registered 
office of the Soc ier;i. 

2. Meetings of the hiIen-i>ershlp 

(a) There  sfizll be zrs ,cA~nual  P=f eering of the members  
of the Societ? zt z timc zn$  PIZZE: ta be determined 
by the Governing Eody. Nn m3re than 15 m~nths 
shzll elapse between Annuzl ? , l e z t i~gs .  Notice 
shall be giver- in xr i t ing  at Iezst 16 dzys before, 
specifying t5e ??ace dzy an;! hcur, with aa agenda of '. 
the business  to bz t rmsacted.  

@) The business of zny ordinzry meeting of the Society 
shall be to  ( i )  rece ive  ike rz?ort_ of ';he activities 
of the previous ye2r. (Ti) receive the znnuzl budget 
of the Society a d  t5e audit22 zcco-arts of the previous 
year .  ! i i i )  elect t h ree  r n e I ~ Z e - s  of the Governing 
Body as speciiicd in Section 35 beiow, =d ( iv)  con- 
s ider  such other Suairlzss ac might be submitted by 

the Governing Bsi:; orr indiv..luzl members. 



( c )  The Chairmzn of the Governing Body shzll preside 
a s  Chairman of the Annual Meeting of the Society. 
If there is no such Chairmzn, o r  if he does not 
function in his place within 30 minutes of the stzted 
time of the meeting, members present shall choose 
one of themselves to be Chairman of the meeting. 

(d) A quorum shall consist of seven members present 
and voting. Every question to be decided in any 
Annual F~5eetlng shall be dec tded by a show of hands. 
In czse 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 rnzy be given by 
proxy if depo~~i t ed  with the Society z t  least  24 hours 
before the meeting. 

(e)  Minutes of proceedings and resolutions shall be  made 
and signed by the Chief Executive Officer o r  in h i s  
absence by z member zppointed by the Chairman. 
Minutes so signed and approved by the succeeding 
Annual Meeting shall be conclusive evidence of such 
proceedings and resolutions. 

( f )  The Governing Body mzy 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 a h  least  20 percent 
of the members. In this case  the Chairman shzll be  
obliged to call sack meeting. =d shall circulate 
notice of such meeting with the zgendz zt lezst  21 
days beforehand. If such a meeting i s  not held, the 
requisitionees mzy themselves notify the members 
and convene the meeting. 

(gj The f i rs t  ~ e e t i n g  of the members shall be held 
within three months of registration of the Society. 

3, Governing Body 

(2) The affair the Society shall be manzged by 2 

Governing Body. It shall have the responsibility to 
determine the direction =d scope of the activities 
of MIDAS, a d  to approve the zppointment of the 
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Chief Executive Officer and/or his deputy Accounts 
Officer, and heads of depzrtments. It shall also 
have the responsibility to zpprove major projects 
and g n a t s  to associated zgencies, a d  the annual 
budget and the supplementary budgets. Xt shall 
exercise finzncial control of the Society, 

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

three to be elected from the category of members  
of the Sac iety associzted with voluntary zgencies; 

&A- LW- - t~ be elected frmm the csteonrv af mem-hers 0 - -  J 

of the Society associated with private business 
o r  the cornmercizl sector; 

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

two to be appointed 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, commerc id  
establishments, and donor agencies. three in each yezr, 
to serve t e rms  of two yezrs  each, The Governing Body 
shall zppoint two members and the MIDAS Chief Executive 
Officer - and m a y  mzke appointments to f i l l  any vzcancy 
in the above-mentioned three cztegories which could not 
be filled by election. The Governing Body mzy also 
make zn appointment to fill z 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 yezr in which therz a r e  additional vzczncies in 
the f i r s t  three c a t e g ~ r i e s .  

(c)  The term of service shall be two years.  Unlimited 
succession is permitted. 



(d)  Members of the Governing Body shzll function in 
their  individual capzcity and with individual judge- 
ment,  2nd no t  as representat ives of any agencies 
with which they may be  associated. 

4. Meetings of the Governing Body 

(2) The Governing Body shall  elect  a Chairman Prom 
among ;is members ,  who shall hold the position 
until ic convenes newly constituted following an 
Arrfiurl Meeting- 

(b) The Governing Body shzll hold at l ezs t  four regular  
meetings in every year.  Meetings may be called 
by the Chairman, o r  by the MIDAS Chief Executive 
Officer  in consultation with the Chairm-an. Members  
of the Governing Body s h d l  be given notice of zll 
regular  meetings a t  les-st 10 days before, by 
written notice o r  by t e l e ~ h o n e ,  to which their  
personal  response is recorded. 

( c )  Special meetings of the Governing Body m a y  be 
called by the Chzirman, the MIDAS Chief Executive 
Officer. the Steering Committee, o r  any th ree  
members  of the Governing Body. Such meetings 
a r e  for  consideration only of the agenda fur wLich 
the special meeting wzs called. Notice of such 
special meetings must  be communicated to a11 
Governing Body- members  at l ea s t  on the previous 
day. 

(d)  The quorum f o r  the Governing Body meetings shall 
be  five. 

(e) If there  i s  no Chairman, o r  if  he does not function 
in h is  place within 38 minutes of the stated time of 
the meeting, members  present  shzll choose one of 
themselves to be Chzirma- of t 5e  meeting. 

( f )  Any Governing Body member  may waive receipt  of 
notice of a meeting. The attendance of a member  
a t  z meeting shall constitute a waiver of notice of 
such meeting, except where e member  attends for 
the express  purpose of objecting to the transaction 
of any business because the meeting is not lawfully 
conveced. 



( g )  M~nutes of the Gsverniag Eody meetings shall be 
recorded by the (Chief Zxecutive Clificer. or in his 
zbsence by z m z m b e r  of the Governirzg Body 
z~pointed by the Chairmari. The minutes shall be 
duly a-,proved o r  cor-ccted at the follotvirag regular 
meeting vrtd filed in the perrnznent records of the 
Society. 

(h) Members of t3e Governing Eody shall not receive 
zny stzted compcnszti3n for thei.i- s-.-rvices, but 
by resolution of the Sovernt-rg Sody, may be 
- - , -  -! - - - - .  F - .  .i - I. 

--& b a L y ~ - a - r Y  a A ~ ~ ~ i  .*cvitbirl 
Bangladesh for attendznce at meetings on business 
of the Society. 

5. Steering Committee 

The Governing Body shzll elect three members,  one of 
whom shall be t5e Chief Zxecutke Officer, to form the 
Steering Committee. This Committee shzl; meet from 
time to time as need be to fulfil the responsibility to 
be given to it by the Govern>-g Sody. It shall make 
reports of i t s  actions to the Governing Sody at  all 
regular meetings of the Governin: Boer- 

6. Other Committees 

The Governing Body mav designate other committees 
by resolution of z majority of members present at a 
meeting, to undertake specific tasks. Scch committees 
m a y  include persons who z.re not members of the 
Society. 

7. Contracts 

The Gbverning Body may authorize in writing any 
officer o r  agent of the Society to enter into contract o r  

- - -  executt a.L  LGLIIT GL O I I ~  U I E I I I  ~ ~ ~ G A L L  =A u r e  uarrle of and 
on behiff of tke Society. Such aut&crity may be general 
or it m a y  be confined to specific instzcces. 



8. F i n a n c i ~ l  Records 

(2)  All Cheques, drzfts.  o r  other orders  for the 
pzyrnent of money, notes, o r  other evidences of 
indebtedness issued in the nzme of the Society, 
shall be signed by such officer o r  agent of the 
Society a s  shall f rom time to time be determined 
by resolution of the Governing Body. 

(b) At the direction of the Governing Body, the Accounts 
Officer o r  any other officer o r  employee of the 
Society m a y  be bonded o r  required to have fidelity 
insurance. 

(c )  The Society shall keep correct  and complete books 
and records of accounts at the registered office, 

(d) A t  least  once in every year  the Governing Body 
shall lay befare  the Society in its Annual Meeting 
2 true and zudited statement of income and 

. - expend~ture -PC.  - -Axice sheet which shall be signed 
b y  the CF- l: _ pn I -e Goveraing Body, the members 
of the Cte rir. .;bir>,:-lttee, and the Accounts 

. . 
Officer .  L ~ E -  sl 3-1 be  an annual audit of accounts 
ci cjne S o r r ~  ;- t i suc'll independent chartered 
zccountant as rn-r17 be zppointed by the Gorer2ing 
Body. 

The Society shall indemnify the Chair-=an and other 
members of the Governing Body against all costs and 
other expenses incurred by him or  them in g ~ o d  fi i th 
in connection with affzirs ~f the Society done with the 
objectives of the Society. 

10. Amendments 

The Memorandum of Association and the Rules of the 
Society may be altered, amended, o r  repezled, by 
members of the Society, provided that at lezst  30 days 
written notice is given,  and provided such chznges z r e  
approved by two thirds of the m e m b e r s  of the Society. 

Best Available Copy 



APPENDIX F 

MIDAS ACTIVITIES 

A s  steted in the KIDAS inputs description 
(Section 111. ;, of PP) , the follouing msic  Frogram 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 Grznt Agreement Number 388-0045-2. 

Year l 

I. Finalize establishment and registration of 
NIDAS as a legal entity, with cfficially nominated and 
elected Board a f  Directors. 

2. Estzblish 2nd implement w i t h  the Asia Foundation, 
the phased transfer of financial and operation21 control 
to the MIDAS s t a f f .  

3 .  Based on  fredtiack fron client zgencies, revise 
long-range plan 2nd prepare implementation plan for second 
year. 

4. Complete structuring of Expert Committee and 
develop Consultant Group and other  ties with the govern- 
mentzl an6 business community. 

5 .  - - Deliver services including techrrical consultan- 
c ies ,  rlnzncing and c r e d i t  assistance, 2nd information 
services as required 3y  clients. 

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

7 .  Evaluate options and expan6 nmber of key 
industry types to receive MIDAS services based on czpacity 
of MIUS organization. 

8 .  Finalize and Legin implementation of monitoring 
and evrluztion system. 

9. Develop tec-mica1 litrary,to include at mi~imum: 

i. Technical informatioil on key micro-industries. 



ii. Iziormstion on governmext agencies, 
? o f i c i e s ;  2nd procedures r e l a t e d  t o  
nicro- induseries. 

- .  . 
1~1.. Infarmation on sourczs o f  key  industry 

i n p u t s  (raw materials, equipment, tcch- 
nical aid, financing, e t c . ) .  

16. Trzin 2nd develop work plans with ezch neu stzff 
rnenl.~ r . 

11. Frovide small grants to projects kascd on MIDAS 
staff capacity to ;recess, nonitor: and co~trol them. 
(Since one important purpose of MIDAS is to experiment, no 
g r a n t  will 5e  made unless an evzlu2tion component is in 
p l a c e  and capacity exists in 3lIDAS for careful monitoring. 
The numter of grants g i v e n  will depend on MIDAS staff grant 
management cz2acity.) 

1 2 .  Initizte linkages with AID Rurz l  Finance and other 
credit programs.  

13, Develop j o b  descriptions/sczpe of work 2nd 
initiate recruitment oC Year 2 new hires/expatrizte 
consultant. 

1 4 .  Desigc 2nd t e s t  iriformzti~n Cisseminztion system. 

15. Fcrxulate MIDAS service fee system and pursue 
?aid consultant service in accordance with market  interest/ 
demznd. 

16. Pcrchase o f f i c c  equipnent and supp l i e s .  [ll 

Year 2 

1. Revise long-rznge p l s n  and dzvelop implementation 
p l z n  for third project year. 

2. Evaluate ~ptions anC expand number of key industry 
types tc receive MIDAS services Zased on capacity o f  MIDAS 
osganizztion. 

3 .  S e f i n e  prc-ject m o n i t o r i ~ ~  and evaluztion system 
t h rough  f i e l d  test in^. 

4 ,  Expand technical i i 5 r a r y  an3 refine material . i n t o  
2 newsletter and other forms and give mzximurr! feasible 
distribution t o  include: 

(1) Some of these items have been transferred wi thou t  c o s t  
t o  MIDAS  fro^ o t h e r  AID funded p r o j e c t s .  



a. Inforcztion on rnicrc-industry davclopnent 
around the world. 

. Technical infornation on ?articular industries. 

c. Information on goverrment activities in micro- 
industries. 

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

e. Information on sources of industry inputs. 

f. Information on Bangladeshi and foreign buyers. 

5 Train new staff an6 develop work plan with each 
one. 

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

7. Expand and refine interaction with business 
c~mmunit)~, expasd Expert Committee and Conszltant Group 
membership, and provide consultants to projects. 

8. Assist clients in identification, fezsibility 
studies, and evaluation of projects. 

9. Provide small grants to prsjects/programs 
consistent with MIDAS monitoring and evaluation capacity 
and MIDAS project innov~tion and deveioprnent goals. 

1G. Continue to develop linkagss w i t h  other loan 
grant giving organizations. 

11. Provide financial services assistance in proposal 
preparati~n and liaison/referral to clientst ~rojects. 
(Work especially with AID rural credit projects.) 

12. A s s i s t  grouFs with zzrkctiz~ ctrategies and/or 
in overcoming raw naterials constraints. 

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

la. Refine MfDAS servic~ f e e  s~ructure, expanding 
paid consultant service operations as possible. 



15. Purchase office equipent, supplies, etc. 

Year 3 

1. Revise long-range plan based on experience and 
devel~p 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 Expzrt Committee acd Consultant Group 
membership as necessary, and provide consultants ta an incre- 
asing nvmber of clients7 projects. 

4 .  Continue expansions of technical librarv and 
Cissenination cf informati-re 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, prcgrams for industries; and arrange 
apprenticeships and on-the-job training. 

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

8. Prov ide  snall grants to projects/programs 
consistent with PlIDAS monitoring and evzluation capacity 
and XIDAS Project innovative and development goals. 

9 .  Expand linkages with other loan and grant agencies, 
providing referral znd projecr proposzl preparation 
assistagce. 

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

11. Assist clients in developing appropriate mtrketing 
strategies and/or  ~ - ~ ~ e ; c o c i - g  zzv: - - - ? ' F - ~  r .  ,, .. . -+- 9' co~s t r a i r a t s .  

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

13. Expand and/or maintain o i f i c e  as necessary includ- 
ing the purchase of equipment 2nd supplies. 



11-1 addition, the following activities w i l l  be under- 
taken in p r o j e c t  years as des igna ted  below: 

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

Years 465 - Evzluate 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 proposzl to access funds. 

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



APPENDIX H 

BDG OFFICIAL REQUEST FOR ASSISTANCE 

From- : M. A. M a t h  L a s k e r  
Deputy Sec re ta ry  

Externa l  Resources  Civision 
Ministry of F i n a ~ c e  
Sher-e-Bangla Nagar  
Daccz-7 

Subject :- Rural  Industr ies  Pro jec t .  

Dear Mr. Kimball, 

P l e a s e  r e fe r  to our  recent  discussions with M r .  Crandal l  
on the P ro jec t  P z p e r  fo r  Rura l  Industr ies  which i s  designed to 
develop mechanisms fo r  prom-oting Rura l  Industr ies  in 
Bangladesh. 

In o r d e r  to reduce the r a t e  of underemployment znd 
unemployment and increase  productivity and r e a l  incomes of 
the r u r a l  people the Rurz l  Industr ies  P ro jec t  would be v e r y  
much beneficial  for  the over  all economic development of the 
country par t icu lzr ly  the r u r a l  people. This P r o j e c t  would 
include 3( three)  components viz Micro  Industr ies  Development 
Assistance Society (MIDAS), a s s i s t ance  to Bangladesh Hand- 
loom Board (BHB) and creat ion of z Cevelopment Fund f o r  
developing & undertaking pilot p rogrammes  in high potential 
approaches to Sector  development. 

The Government requests  the USAID to provide a grant  
of $10, 000, 000 (ten mill ion) for  implementztion of the pro jec t ,  
You a r e  accordingly requested to  take n e c e s s a r y  zction for 
providing the fund at an ea r ly  date. 

With rega rds ,  

Yours s incere ly  

(M. A. Ivlatin L a s k e r )  
To 
M r .  F r a n k  B. Kirnball, 
Di rec tor ,  
USAIC Mission to Bangladesh 
Jiban Bima Bhaban (4th f loor)  
10, Dilkusha, C/A,  Dacca. 



APPENDIX I 

BSCIC C6;RRENT RESPONSIBILITIES AND ACTIVITIES 

BSCIC was formelly the E a s t  Pakis tan Small  industr ies  
Corporation. In the l a t e  1960s, it was reorganized and the 
cottage industries sec tor  was added to i ts  portfolio. In the 
l a t e  1970s, the handloom and s i lk  industr ies  w e r e  r e m w e d  
f r o m  i ts  portfolio and reorganized under sepa ra te  boards  in 
the Minis try of Textiles.  Certain o ther  small industr ies ,  
such as agr icul tura l  pumps, come under the purview of other 
government agencies.  But BSCIC i s  the p r e m i e r  agency in 
Bangladesh designated by the Governrcent to promote small 
and cottage industries.  

Af te r  Bangladesh independence, the BDG took an in teres t  
in the SCI sec to r  and allocated to it $22 million in the F i r s t  
5-Year Plan. I t  al located another $9 million durinp, the 2-Year 
in ter im Plan.  I t  h a s  proposed a budget of $50 million f o r  
SCL during the cu r ren t  5-Year Plan. 

BSCIC h a s  i ts  headquar ters  in Dacca, with about 900 
employees. It maintains offices in a lmost  every dis t r ic t ,  
which a r e  now being converted into Distr ic t  Industr ies  Cent res .  
New effor t s  a r e  under way to enable BSCIC to  provide technical and 
extension se rv ices  in r u r a l  a r e a s .  

B. CURRENT PROJECTS 

1. Industr ia l  Es ta te s  

In the 1960s a p rogram was taken up to establ ish 
industrial  e s t a t e s ,  in mos t  c a s e s  one to a dis t r ic t .  
Inf ras t ruc ture  development f o r  all of them was completed 
in 1980. Out of 3 ,  343 available plots in these  e s t a t e s ,  
by 1980, 1,  E62 had been allotted to 828 applicant industries.  
Of these industr ies ,  in 1980, 355 w e r e  under production, 
85 m o r e  were  near ly  ready for  operation, and 115 were  
construction, It may  be summarized that 6 of these  
e s t a t e s  a r e  functioning well, 8 a r e  functioning marginally, 



~ and the remaining 6 do not yet have enough industr ies  
to justify thz investment made -in infrastructure.  The 
unsuccessful industrial  e s t a t e s  a r e  mostly in the m o r e  
r u r a l  o r  agr icul tura l  d i s t r i c t s  which have l i t t le  tradit ion 
cf entrepreneurship.  It is proposed to establ ish a number  
of new industrial. e s t a t e s ,  of s m a l l e r  size. 

2. Loan Application Evaluation 

BSCIC plans a majo r  role  in the evaluation of 
proposals  of modern smal l -sca le  industr ies  fo r  financing. 
These proposals  a r e  submitted to BSCIC by the banks 
for obtaining feasibil i ty estimates. 

The BDG made $4 million available from i ts  own 
r e s o u r c e s  as loans to SCL through commerc ia l  banks in 
1978-80, wb-ich i s  now being renewed; BSCIC s e r v e d  on 
the committees evaluating proposals  for  loans f r o m  this 
fund. BSCIC a l s o  served  as the consultant to  commerc ia l  
banks for  18 months under the IDA XI c red i t  fo r  SCI, 
after which the 3ana"L a d  Sonali banks acquired their  
own capacity to evaluate SCI proposals.  

It i s  the policy of the BDG that BSCIC; should not 
be a c red i t  giving agency, but concentrate  on extension 
and promotion. Earlier, BSCIC had distributed c red i t  
f r o m  gran t s  f r o m  S . a e d ~ ~ ,  the Netherlands,  and USAPD, 
and failed to recover  the l a r g e r  p a r t  of the capital.  F o r  
this reason,  the banks a r e  now assigned the role  of giving 
and recovering credi t .  

3. Handicraft  Design Cent re  

This  Cent re ,  located in Dacca, h a s  produced 
severa l  thousand designs f o r  handloom, pottery,  printing, 
doll rnak'ng, cane and bamboo work, metalwork, l ea the r ,  
and other products. c;ome of these designs a r e  prototypes. 
The Cent re  h a s  organized many training c o u r s e s  and 
part ic ipated in f a i r s  and exhibitions, But since this  
Cent re  i s  located in Dacca with l i t t le  outreach, i ts  
effectiveness in promotion of improved prodizct design 
on a commerc ia l  basis has been l imited.  



4. Bangladesh Handicraft Marketing Corporation 

This  is a subsidiary of BSCIC whish has concentrated 
on export  of cane,  bamboo, basketry,  jute, lea ther ,  wood 
carving, and other  han.dicrafts. P r o d u c e r s  have been 
organized and a s s i s t e d  to make goods according to requi re-  
men t s  of ~ r d e r s  from abroad, especially f r o m  Germany 
and Italy. It was funded under IDA III. and h a s  doubled 
exports  of bamboo, cane and jute handicrafts.  

5. Salt Industry 

The BDG assigned BSCIC 'he responsibil i ty of making 
the country selfsufficient in salt, for  which a 3-year  
p r o g r a m  was begun in 1975, and a follow-on 2-year  p r o g r a m  
in 1978. Through i ts  sa l t  demonstration c e n t e r s  in 
coas ta l  areas, techniques of production of ocean ealt  have 
diffused, a ~ d  the country is now self-sufficient in this 
item. 

6 .  Cottage Industr ies  in the Chittagong Hil ls  

The BDG requested BSCIC in 1975 to initiate develop- 
ment of handicrafts among tribal people in the Chittagong 
Hills .  Under this project ,  4 a r t i s a n s 1  workshops and a 
s a l e s  outlet have been s e t  up. The crdits promoted 
include: cashew nut processing,  bamboo and cane products ,  
doll mrking ,  musica l  instrument making,  use of pineapple 
fiber, cotton growing and spinning, weaving, and s i l k  
product ion. 

7. Other Industr ies  

An ambitious bee-keeping project  i s  being promoted. 
There i s  a pot tery unit within BSCIC and a number of 
pot ter  vil lages have been a s s i s t e d  in product upgrading. 
There is a new b r a s s  and bell  meta l  industry promotion 
program. Weaving is being assisted (apar t  f r o m  BHB 
projects) .  T h e r e  i s  some work in promotion of embroidered  
quilts ,  blanket making, and cottage induscries of the 
Garo tr ibe.  



8. Rural Industr ies  Service 

This  i s  a sys tem of giving ass i s t ance  to a r t i s a n s  in 
par t icu lar  handicraft  f ields,  such as weaving and pottery.  
I t  i s  not real ly  an extension s y s t e m  because  the re  are 
only 7 extension off icers  (out of 28 sanctioned), all of 
whom a r e  e i ther  in Dacca o r  Narshingdi (a weaving 
center ) .  It i s  being superseded by the BSCIC extension 
s y s t e m  ROT being developed. 

In 1979 BSCIC began planning f o r  an extension system; 
a few off icers  were  t ra ined and placed in s o m e  of the 
d i s t r i c t  offices, but they did not leave their  c h a i r s  much 
and w e r e  not v e r y  effective. I t  was the opinion of the 
consultants funded by LSAID to work with BSCIC fo r  
t h r e e  weeks in 1980, that the existing SCI extension 
s y s t e m  needed modifying in o r d e r  to function properly.  

P l a n s  have been made fox training 144 persons  in 
India, the Philippines,  and Dacca, to work as extension 
agents  in the Distr ic t  Industr ies  Cent res .  The BDG has 
a l s o  issued a direct ive that BSGIC should reach to the 
Union level;  BSC itself i s  thinking of trying now to have 
coverage experimentally in some thanas, and to reach 
then to particular villages and hamle t s  offering extension 
and c red i t  l iaison serv ices .  This ent i re  system has to  be 
built up and integrated with the Cistrict Industries Centers 
and credi t  availability. 

There are no  vehicles  for use by BSCIC officials, 
even in the d is t r ic t  industr ies  centers ;  no r  a r e  there  
bicycles ,  no r  vehicles for mobile units such as BSCIC 
i s  thinking of developing. 

10. Publications 

BSCIC has compiled a number  of product-related 
shor t  feasibil i ty s tudies ,  but these a r e  very brief.  BSCIC 
a l s o  puts out "Current Awareness  Service ,  " a bulletin ~ about modern p rocesses .  I t  a l so  maintains  an SCI l ibrary .  



11. Training 

In the last few y e a r s  BSCIC has t ra ined  about 4, 000 
persons.  Pt c la ims to have a capacity now to t ra in about 
2 ,  808 a year in i ts  var ious courses .  Under the Rura l  , 
Industr ies  Scheme, courses  a r e  offered in specific 
technologies, such as pottery,  brassworking,  and house- 
wiring. Ln the Handicraft  Design Centre ,  c o u r s e s  a r e  
offered in designs of text i les ,  c e r a m i c s ,  bamboo, l ea the r ,  
and doll making. Other courses  a r e  offered in collaboration 
with other agencies  in me ta l  working and s m a l l  engineering 
skills. Still  other c o u r s e s  a r e  offered in the Chittagong 
Hil ls ,  p r imar i ly  for t r iba l  people. The biggest problem 
i s  that a f t e r  training, few of the t ra inees  set up an 
industry under their  own initiative. BSCKC now plans to 
provide m o r e  p s t - t r a i n i n g  ass is tance .  

BSCIC INPUT TO BDG 5-YEAR PLAN 

In July, 1979, the Pres iden t  of Bangladesh issued a 
direct ive that there should be a national plan fo r  development 
of SCI on the bas is  of locally available na tura l  resources .  
BSCIC prepared  a plan, and incorporated these ideas into the 
Industr ies  section of the national 5-Year Plan of which the 
following are some highlights. 

I. Goals 

The goal of the Plan  i s  to increase  the SCI sector 
contribution to the GDP f r o m  2.8 percent  to 5 percent  and 
c r e a t e  employment f o r  250, 000 persons.  Self- sufficiency 
is to be achieved in agr icul tura l  tools and equipment, 
pumps, small hand tools, off ice supplies,  and educational 
equipment. Investment in SCI is  to increase  10 percent  
a yea r ,  

2.  Pol ic ies  and Act iv i t i es  

T h e r e  will be  a National Coordination Council fo r  
Cevelopment of SCI, but each Cistrict will develop its 
own plans in view of its r e sources ,  ski l l s ,  and growth 
potential. The 20 industrial  estates will be promoted 



and occupancy accelerated. BSCIC will collaborate with 
ent repreneurs  in setting up pilot projects  in new industries 
and will conduct a pilot project  intended to develop outreach 
se rv ices  to selected village industries. Existing activit ies 
in promotion of t rade  fa i r s ,  handicraft  exports,  handicraft  
designs,  bee keeping, Chittagong Hill Tracts industries,  
and sa l t  production will be enhanced. 

3. New Insti tutes,  Centres, and P ro j ec t s  

A District  Industr ies  Centre will be s e t  up in each of 
the 20 dis t r ic ts ,  to provide training, marketllng ass is tance ,  
r esea rch ,  liaison with credi t  institutions, technical as s i s -  
tance, and other services.  A training institute will be 
set up fo r  training ent repreneurs  and managers, extension 
workers ,  and a l so  artisams. A product and prototype 
technology cent re  will be s e t  up within BSCIC. A sub- 
contracting exchange will be s e t  up. I t  is recommended 
that some so r t  s f  SCI financing mechanism be  s e t  up, 
More  industrial es ta tes  will be opened; the g o d  is an 
additional 20 mini-estates.  Thana level  cen t res  m a y  be 
se t  up. 

D. NEW DIRECTIONS FOR BSCIC AND AID ACTPTPPT1ES 

A n e w  cflairman fo r  BSCIC took office in September 3 980, 
and since then new initiatives have been s e t  in motion, Mean- 
while, the Pres ident  of Bangladesh declared that there would 
be an "industrial revol-iltionrl in which BSCIC is  t c  play an 
important role,  In response to this,  BSCkC prepared  a plan 
showing a many-faceted role  in the proposed "lndustr;=d 
Revolution, I' in which USAID was mentioned as possible Z-nor 
f ~ r  projec ts  in women's industr:es and credit .  W i t h  World 
Bank assistance, BSCIC is  turning each dis t r ic t  industrid 
es ta te  offi-.e into a Distr ict  Industr ies  Centre, abolishing the 
presen t  offices in the four  Divisions, and planning to train 
and place a t  l e a s t  two or three extension officers in each 
distr ict .  

The new BSCIC Chairman has held many wide-ranging 
discussions with people inside and outside of BSCIC. His 
des i r e  i s  to turn BSCIC a r o m a  20 make it genuinely respon- 
sive to the needs of small en te rp r i ses  and villagers who do 



not have access tc urban centers, while a t  the sa m e  rime 
continuing to promote growth Ezdustries and small factories. 

The Chzirrnan 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 c~eci l t ,  women's industries and entrepreneurship, 
and training. In response, the AID PSC Consultant in SCI 
organized three committees. These three committees have 
produced three reparts. The committee members included 
both BSCIC and AID personnel and relevant local outsiders 
having special skills and knowledge. This exercise war 
completed in summer, 1981, and should result in BSGIC 
project proformas in thzse three or  in related areas. USAII) 
has been requested to consider funding two of them. Project 
development and pilot activities in BSCIC mzy proceed with 
funds from Component 11 of this project, with f d l  implementa- 
tion to follow from a future project yet to be designed. 



APPENDIX J - -- 

OTHEE: DONOR ACTIVITIES 

A.  IDA (WORLC BANK) 

An IDA loan of $3 mLllion was made in 1970 to  Pakistaa 
and reactivated to Bangladesh ira 1973. It ended in P 977, and 
financed 28 industrial projects, mostly r~3diurn scale indus- 
t r ies  located in major cities. 

2. Second Small Scale Industrres P r  siect - 

IGA I1 was for $7 million, begun in ,C zptember, 3980, 
The funds were all  committed by the bznks by June 39, 1988 
anti financed 146 subprojects. Loans were handled through 
Janata and Sonali banks, which, througfr IDA encouragement, 
have established strong small sczle industry departments. 
BSCIC served a s  Consultant to the banks for I8 months, but 
phased out as planned. A component of dDA II was for 
Bangladesh Handi~r~af  t Marketing Ass~c ia t ion  (BHMC), a 
subsidiary of BSCIC, for jute, bamboo, and cane handicrafts; 
export of these handicrzft items by BHMC doubled &ring 
t h i a  project. 

3. Third Small Scale Industries Project  

The proposed IDA XI1 will be for $35 million, including 
$30 million for loans t h r o ~ g h  commercial banks to small  
industries, znd $5 million for technic21 services and projects 
through ether government agencies. 

a. Loans through Banks 

ln addition to Janata and Sonali banks, which 
handled IDA 11. Agrani and Shihpa banks will participate in , 
this project, and zll will be assisted in improving their 
capacity to evaluate applicatiarrs and administer small industrial 
loans. Interest will be at 13 percent with participating 
banks remunerated by spreads of 6 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 



up to 100 percent  by the Bangladesh Bank. A guarantee 
scheme  by the Bzngladesh Bank will cover  70 percent  of 
subloans under Tk. 500, 008 and 50 percent  of l a r g e r  
subloans. Maximum s i z e  of a subloan will be Tk. 3 
million. 

b. BSCIC 

IDA h a s  encouraged BSCIC to improve i ts  promotion 
and extension capacity,  and the draf t  plan includes deploy- 
ment  of 80 extension and technical staff in the BSCIC 
Distr ic t  Offices during the three  y e a r s  the pro jec t  will 
run. These off icers  a r e  to be supported by a continuous 
training program,  m o r e  responsive BSCIC management 
by use  of the Distr ic t  M a n a g e r , s  office, and a s y s t e m  of 
rewards  to encourage strong pr:rformance. These 
expenses a r e  to be  borne  by BSCIC (and in fact  a r e  being 
incorporated into the scheme to convert  the BSCIC d i s t r i c t  
offices in Distr ic t  Industr ies  Centers  (DICs) a f t e r  the 
pzt tern in India). 

Under IDA IIL, BSCIC i s  to  rece tve  $1.47 million 
f o r  use  as follows: 

1 $670, 000 for  subsector  development. BSCIC i s  
to reorganize i ts  promotion activit ies s o  as to provide 
special  technical a s s i s t ance  in four  a r e a s :  light engineering 
with emphasis  cn zgr icul turz l  implements ,  agro-  
processing of f ru i t s  ar~d vegetables,  wood working, 
and gzrments  making. ,4 cel l  will be s e t  up within 
BSCIG for providing se rv ices  in each of these a r e a s .  

2 )  $600, 000 fo r  investment in pilot projects .  BSCIC 
will collaborate with pr ivate  en t rep reneurs  to se t  up 
plants fo r  testing new l ines  of products and demonstrating 
project  viability, to be disinvested when successful.  

3 )  $200,000 f o r  z sub-contracting exchange. 

IDA is a l so  considering sponsoring trzining of 144 
extension off icers  fo r  the BSCIC dis t r ic t  cen te r s ,  to be txained 
in India, Philippines,  and Bangladesh. This t ra iaing will be 
in management and small industr ies  extension se rv ices  ( as 
opposed to cottage industr ies  extension ). 



c Lnstitute of Lea the r  Technology 

$1. 6 3  million will be given to this insti tute fo r  
a s s i s  t m c e  to pr ivate  tanneries ,  par t icular ly in upgrading 
the technology s o  finished lea ther  will be available locally 
for production of be t t e r  quality and exportable lea ther  
goods. 

Export  Promotion Bureau 

$800, 000 will be given to  the EPB to fund prac t ica l  
consultancy se rv ices  to  a s s i s t  expor ters  in product 
improvement and to finance t r ips  abroad and s a l e s  fa i rs .  
Of the $25 million allocated f o r  loans through commerc ia l  
banks,  $1 million i s  to be r e s e r v e d  fo r  handicraft  
expor te r s  and related manufacturers .  

e. Integrated Rura l  Development P r o g r a m  

Of the s u m  allocated for loans through commerc ia l  
banks,  $1 million i s  r e se rved  fo r  IRDP development of 
bee  keeping, goat r ea r ing ,  poultry,  and f ish ponds. in 
selected t h a m s ;  $30, 000 i s  a l so  to  be available for  
technical ass i s tance .  

$. Planning Commission Study 

$400, 000 i s  to be available for  a s e r i e s  of studies 
under the Planning Commission. These  s tudies  m a y  be 
c a r r i e d  out in about 3 5  thanas to identify feasible loca l  
industr ies  and develop local  a r e a  industry promotion 
plans. The studies will identify goods and se rv ices  in 
demand, a s s e s s  m a r k e t  potential f o r  new product l ines ,  
move quickly to develop concrete  project  profi les ,  and 
a s s e s s  existing and needed policy. 

g. Miscellaneous 

F c r t h e r  s u m s  of $260,000 for  training of bank 
personnel  and $470, 000 unallocated, a re  in the project .  
The  BEG and implementing agencies a r e  to contribute 
$1. 92 million to the total IDA 11 project ,  while the input 
of pr ivate  sponsors  to the projects  receiving subloans 
i s  es t imated at $1 3.  08 million; total project  i s  es t imated 
a t  $50 million. The project  is  to l z s t  f o r  three  yea r s .  



4 )  Industr ia l  Promotion and Development 
Company of Bangladesh (IPDC) 

Through the International Finance Corporation ( IFC) ,  
the World Bank may  undertake a joint development effort  
with Industr ia l  Promotion Services ,  S .  A. (IPS-Switzerland), 
the Agha k%an Foundation, G e r r n m  Development Gor- 
poration, Commonweabth Development Corporation and 
the BEG. A public l imited company (IPDC) with initial 
s h a r e  capital  of $6 million (equivalent) would be c rea ted  
to  c a r r y  out investment promotion, financing, and 
business  advisory sct ivi t ies  in Bangladesh. The company 
plans to invest  i ts  initial capi tal  ($6 mill ion) in f 5 ko 20 
companies over  a five y e a r  period. The investments will 
be  or iented towards expansion of medium sca le  en te rp r i ses  
and new la rge  sca le  en te rp r i ses  including joint ventures  
with foreign technical pa r tne r s .  

5 )  Textile Sector  Ass is tance  

In March  1981, a World Bank t e a m  vis i ted Bangladesh 
to  investigate potentials a d  design a p rogram of a s s i s t ance  
to  the textile sector .  P r e l i m i n a r y  indications a r e  fo r  a 
balancing, modernization and rehabilitation (BMR) activity 
for  15 BTMC mil l s ,  r aw cotton and mi l l  s p a r e  parts 
impor ts ,  ar,d technical a s s i s t ance  fo r  the BTMC market ing 
ce l l  and a reorganization study. A second and third 
s tzge  m a y  follow-on these activit ies,  which a r e  as yet  
in the early s tages  of definition. No  involvement with 
the BHB is present ly planned. 

61 Shilwz Bank Credi t  

A second loan ($50 million equivalent of Special  
Crawing R igh t s )  to the Shilpa Bznk was negotiated in 
March .  1981. The funds will be used for  impor t  of 
industrial  raw mate r i a l s  and commodities. 

Asian D e v e l o ~ m e n t  Bank 

The ADB approved a lozn of $25 million to Bangladesh 
Shilpa Bank, of which $4 million is re se rved  f o r  small sca le  
industr ies;  this  took effect  f rom June, 1979. Most  of the 
loans go f o r  l a r g e r  modern-type smal l  industries.  



Severa l  UNICEF projec ts  have a component fo r  ass is t ing  
industr ies .  especially for  poor women and their  famil ies .  A 
gran t  of $456, 000 to the Bangladesh Women's Welfare and 
Rehabilitation Foundztion f o r  two y e a r s  includes funds for  
training in village industries. A grant  of $90, 000 to IRDP 
and the Women's Cooperative Foundztion working together in 
20 thanas,  includes some funds f o r  u s e  fnr handicraft  develop- 
ment.  There a r e  a l so  agro-industry pro jec ts ,  such as 
development of a grain th reshe r .  Some women have been sent 
India to  l e a r n  and observe textile printing. 

C. IEO (through UNDP) 

1. Cottage Industr ies  Development 

This  pro jec t ,  costing $850, 339,  i s  to  be implemented 
through BSCIC. It grew out of an e a r l i e r  study made ILO 
Consultant Vince Austin. The pro jec t  specifies development 
of BSCIC extension for  cottage ~ n d u s t r i e s  in two d i s t r i c t s ,  
to  be selected. I t  specifies concentration in 5 (o r  7 )  types of 
village industr ies ,  There a r e  to  be 40 t empora ry  village- 
level  workers ,  10 BSCIC-trained staff, and 10 extension 
off icers .  The project  i s  to be implemented f r o m  about 
Februa ry ,  1981, and will l z s t  two years .  It will  t e s t  BSC1C1s 
capacity to develop cottage industry extension. The BSCIC 
Chairman intends to modify the project  to be  consistent with 
overa l l  p resen t  policy in BSCIC and i ts  long range plans as 
outlined under component ILI of this project  paper.  

E. NORAD (Norway) 

1. Credi t  

An zgreement  h a s  been n ~ g c t i a t o d  -74th a ~ . ~ g l z d e s h  Bznk 
to s e t  up a Refinancing Fund fo r  SCI for  which NORAD will 
give about $2 million. This  will refinance loans given by 
Janata and Sonali Banks,  in two d i s t r i c t s  to be determined.  
The loans shal l  not exceed 25 ,000  taka and should average  
10,000 taka. Normal  bank procedures  will be followed, 
and in teres t  will b e  13 percent  with commerc ia l  banks paying 
2 percent to  the Bangladesh Bank on the amount refinanced. 



Another agreement  h a s  been negotiated with the Bangla- 
desh B ~ n k  for  a. District  Cevelopment Fund fo r  =ilpa Bank 
fo r  making loans in r u r a l  a r e a s  and for  enhancing growth of 
SCI in par t icu lar .  Loans f r o m  this fund shal l  be sabordinate 
to Shilpz Bank loans to the s a m e  projec ts ,  and sha l l  not cover  
m o r e  than 50 percent  of the cos t  of each project .  Xiaturity 
will not exceed 15 y e a r s .  Shilpa Bank shal l  pay 3 to 6 percent  
in teres t  on funds drawn from this fund. 

2. Women's Training 

NORAD h z s  financed the buildings and some  staff and 
training fo r  14 cen te r s  fo r  the Jatiya Mzhila Sangstha. These  
c e n t e r s  are to give training to women in weaving, se r i cu l tu re ,  
and other industr ies .  I t  h a s  been found that training by itself ,  
without a s s i s t ance  in market ing,  getting raw m a t e r i a l s ,  and 
czpi tal ,  produces l i t t le  economic improvement, s o  pro jec t  
modification plans includes providing extension ass i s t ance  
in setting up villzge industries.  

F. SWISS DEVELOPMENT CORPORATION 

1. Sericul ture  

A 3-year  b i la te rz l  project  in se r i cu l tu re  began in August, 
1978, with a budget of 2. 07 million Swiss francs for the donor 
contribution. The project  i s  implemented by the Sericul ture  
Board ,  in Rajshahi, under  the Minis try of Textiles. The 
purpose  i s  to  improve silkworm breeds  and m u l b e r r y  vzr ie t ies ,  
develop ser icu l ture  as z household industry, a s s i s t  r e s e a r c h  
and training, and bring in technical a s s i s t ance  f r o m  India. 
The project  is to  a s s i s t  3, 000 small f a r m e r s  and landless  
families.  

2 .  Diesel Pump Maintenance 

This  pro jec t  i s  funded by the S - ~ : i q s  Development Corpora-  
tion through ILO and implemented through BADC. The 
objectives a r e  to s e t  in place a sys tem of r epa i r  and maintenance 
of agr icul turz l  diesel  pumps, and training of repai rmen.  
Training i s  offered to 3, 500 mechanics a d  5 2 ,  000 pump 
opera to r s ,  besides  1 , 2 0 0  s to re -keepers  and 600 machine shop 
opera tors .  The  donor contribution is 3.  5 million Swiss f r ancs .  



3. Villagz Industr ies  

A project  ir. family and villzge de-relopment i s  funded 
t h r o ~ g h  Internstional Union for  Child Welfare  working in 
cooperation with t5e Socizl Welfare Depzrtment,  for  a s s i s t ance  
to the genuinely paor  in 42 thanas. Donor contribution i s  
3 million Swiss fraccs. The projec t  includes ul in teres t -  
f r e e  loan scheme  combined witn technical advice and 
market ing ar s i r ; t ~ n c n  fo r  such en te rp r i ses  zs blacksmithy, 
ricksha-us, r i c e  husking, and jute and other  handicrafts.  
Loan repayrnmt  goes into a revolvir~g f-x.d managed by a 
vil lage cormrittee.  

G. SIDA (Sweden) 

1. Vocational Trzininp 

SIDA h z s  z msjor p-oaram t c  build 2nd eq~cip the 
V o c a t i o ~ e l  Tezchers  Training Institute ac Eo_zrz and to equip 
the 35 t r z d e  schools run by thc Minis try of Education. The 
p r o g r a m  ran  f r o m  1976-8: acd i s  being extended by two 

* .  
y e a r s ;  totzl co r t  i z  bC i x l l l ~ o n  l:roi-:sr ($16 million). The 
p r o g r a m  i?clu.lez Suilding of the campus in Bogra ,  t ra ining 
of 8 chief instructorc in Tagls>t':, deve lo~rnen t  of c i r r i cu la  
a t  the insti tute and in the t rade  schools and instzllation of 
new equipment in all the t rade  schools. 

SIGA is fuz.J,ing staffing and training at the Export  
P romot io r  Btlreau, including posting of some  exper ts  f r o m  
other  Asian cour t r i e r .  The p rogram is funded through the 
International T r a d e  Corporation in Geneva, and s t a r t ed  in 
1977; the buciget i s  fo:. f ;! million k r o n e r  ( $ 2  million). One 
of the functions taken up by the Export  Promotion Bureau 
recently is  3znglacraf t ,  an associat ion of handicraf t  
exporters .  

H. NETHERLANDS 

T h e r e  is z $an f o r  a rural deve!opment pro jec t  in 
7 .  - Kushtiz District ,  E s s z 3  oxz L-- az.tL:;?o,:;;iczi local study. 

The plan includes development of villzge industr ies .  I t  
has not 'rteen finalized. 



JICA (Japan) 

JICA undertook a study of smzll  scale metal  2nd agro-  
related industries in 2 few selected zreas. It pointed out many 
problem z reas  in smal l  rnetzl industries, such zs poor 
technology, lzck of sub-contracting, mis t rus t  in business,  
and very  high pr ices  =>f raw mater ia ls  because of shortages 
and high duties. The report has been adapted by BSCfC into 
a project proforma,  "Integrated Small Metalworking Industries 
Development", which czl ls  for z Product and Prototype 
Center (probably to be in Joydebpur), and a center  fo r  metal- 
work production and repzir, o r  light engineering. in esich 
thzna in the country. Also czlled for  is a credit  system 
(possibly with IDA funding), a sub-contracting system, a 
patent and registrztion design system, estabf ishment of 
industrizl stzndzrds, and improved raw material allocation. 
This projece is  proposed to cost $100 million, and JlCA h a s  
agreed to discuss it with the Government. 

DANIDA i s  ope rating a wide- ranging ru ra l  development 
project in Noakhzli Cistriet .  Included in it is a component 
for ru ra l  industries, costing $51 3, 000 for  3 yezrs ,  which 
will now be extended fo r  2 more  years .  Activities include 
service  facilities centers ,  z wzste-oil burning pottery kiln, 
and coconut husking machines, The industries projects 
z r e  implemented with BSCIC; 36 extension workers a r e  to 
be plzced, and the budget includes study tours of other Asian 
countries for the bamboo and coir  industries. Loans to 
a r t i s ams  zre available through Jznata Bznk, and products zre 
to be mzrketed through Kzrikz, an apex cooperative, 



APPEh'DIX K 

IMPLEMENTATION SCHEDULES 

The c h a r t  on the follov~ing page outlines the five y e a r  
implementation plan of Component I. No plan i s  
suggested f o r  Component €i because of uncertainty in sub-project 
selection and desicp detail. 

Major  p r e -  implementztion actions include the following: 

1. LSAID project  a?proval 
2. Mission cupport (PSC) 

documentation / s e a r c h  begun 
3.  A I B / W  project  a?proval 
4. h4is sion funding authorization 
5. P r o j e c t  agreements  signed 
6. Init ial  conditions m e t  
7. Mission support  (PSC) 

consultant contracted.  

M a y  1 ,  1981 
July i 9 8 1 

August 1981 
August 1981 
September 1981 
September 1981 
November 19/31 

The 5 y e a r  schedule which follows begins Ln September,  
1981. Any zcticns begun previous to that date,  i. e. during 
MIDAS pre l iminary  phase,  are marked  by an as ter i sk .  
Numbers  shown in the yearlrnonth columns represen t  
number of persons  employe6 , activit ies undertaken, i ssues  
of a journal published, etc. F o r  example,  item 4 of the 
c h a r t  shows that 4 professionals  will be employed by MICAS 
in staff positions d u r i n g  the p e r i o d  9 /81  to 12/81, with 9 
m o r e  employed between 8 / 8 2  and 2 / 8 3  and one more  in 
September o r  October of 1983. 
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A P P E N D I X  G 
NIDAS FINANCIAL PLAN --.. 

AID AID AID AID N O ~ - A I ~ ~ )  AID N O ~ - A I ~ ~ )  Total T~A!) Grand 
Year 1 Year 2 Year 3 Year 4 Year 4 Year 5 Year 5 AID Non-AID - - Total 

I .  Profeesional Pe r~onne l  
Salariea(Tk.3000 to  8000/am) 13,400 44,300 55,900 60,700 6,700 60,600 20,200 234,900 26,900 261,800 
Benef i t e  (40%) 5,400 17,700 22,400 24,300 2,700 24,200 8,100 94 , 000 10,800 104,800 

Sub-Total 18,800 62,000 70,300 85,000 9,400 84,800 28,300 328,900 37,700 366,600 

11. Support Staff  
Salariee(Tk. 600 t o  4000/mo) 10,300 18,700 24,800 26,800 3,000 26,800 8,901, 107,400 11,900 119,300 
Benefits (40%) 4,100 7,500 9,900 10,700 1,200 10,700 3,600 42,900 4,800 47,700 

Sub-Total 14,400 26,200 34,700 37,500 4,200 37,500 12,500 150,300 16,700 167,000 

111. Consultants (expatriate) 
Evaluation (1) 33,300 40,300 73,600 73,600 
Long-term (2) 62,000 189,400 104,500 355,900 3>5,900 

Sub-total 62,000 189,400 137,800 40,300 429,500 429,500 

I V .  Office Operatione (3) 12,200 21,000 31,100 41,100 4,600 45,400 15,200 150,800 19,800 170,600 
V. Reference HRteriale (4 )  7,000 6,000 7,200 7,800 900 7,800 2,600 35,800 3,500 39,300 
V I .  Office Equipment (5) 6,800 24,000 30,800 30,800 
VII. Office Furniehinge (6) 200 3,500 3,700 3,700 
VIII. Client Support 

Regional 6 Local Coneultallta 25,000 50,000 75,000 90,000 10,800 93,800 31,200 333,800 41,200 
Training 

375,000 
10,000 20,000 36,000 4,000 44,000 15,000 110,000 19,000 129,000 

Grant/Loan Funds lOO,OOC! 150,000 225,000 350,000 300,000 1,125,000 1,125,000 
Equity Par t ic ipa t ion  Funde 25,000 150,000 lOO.000 275,000 275,00Q 

Sub-Total 125,OOU 235,000 470,000 576,000 14,000 437,800 46,200 1,843,800 60,200 1,904,OuO 

1X. Contingencieo (10X) 24,600 56,700 75,900 74,700 3,300 65,400 10,500 297,300 13,800 311,100 
Total Direct Costa 271,OOb 623,800 835,000 822,100 36,430 719,000 115,300 3,270,900 151,700 3,422,600 

X. Indirect Coets 
TAF Overhead (7)  183,800 183,800 183,800 

CRAND TOTAL (Rounded) 455,000 624,000 835,000 822 ,OCO 36,000 719,000 115,000 3,455,000 151,000 3,606,000 

Footnotes: Total of s i x  person months; (2) Total of 48 pereon months - one coneultant hired loca l ly  and one is foreign (probably U.S.) 
hire;  (3) Kent, u t i l i l i e e ,  telephone, suppliee, pr int ing L reproduction, poetage, and s t a f f  transport 6 perdiema. (4) Bo~ks 
and periodical eubecriptions; (5) Typewritere, dupl icat ing mechina, 2 vehicles,  photograph machine, fane, and caiculaeore; 
(6) Deeke, almirsha, chairs ,  tnblea, a d  shelves; (7) 45.31 Program Operating Expensee 6 15.5X Crante and ~dmini&trae ion;  
(8) See footnote t o  Table 2, Section 1I.A of PP. 



PROJECT DESIGN SUMMARY 
LOGICAL FRAMEWORK 

Life of Pro jec t  
F r o m  FY 81 to P'Y 85 
Total U. S. Funding $5, 000,000 
Date P repa red :  7/30/81 

Projec t  Title & Number: Rura l  Industr ies  I  Project  (388-0042) 
-- 

NARRATIVE SUMMARY OBJECTIVELY VERIFIABLE INDICATORS IMPORTANT 
- - MEANS O F  VERIFICATION ASSUMPTIONS 

Prograrn o r  Sector  Goal: The broader  
objective to which this project 
cor tributee: 

T o  reduce under and unemployment 
anc increase productivity and 
r c ~ 1  Inconlea of ru r a l  poor. 

Mcaeuroe of Goal Achievement: 

MIDAS eub/grante & loana direct ly  effect 
cbtrrployment & incomes of 50, 000 plus 
inc:rt:ase in incorne L e~rlployrnent to tlrousands 
in 30 industry typee eervicerl through MILMS 
aiesieted clictlt agenciee. Conhinod  etr lploy~lent  
a~nd incolrle increases  l o r  15000 through 
various component 2 sub-pro jec t s .  

MIDAS euccees indicated 
by extent a n d  r a t e  of 
i nc r ea se  of dernar~d fur  
MIDAS cervices. periodic 
project evaluations and 
clienlt eub-project  
evaluations. Loan 
utilization recorde  and 
sub-pro jec t  evaluattone. 

Aeeumptione lor  
achieving goal 
t a rge ts :  

Increaeed activity in 
t radi t ional  and nuw 
product sural  indun- 
t r i c e  arid improved 
procurenlent ,  credi t  
and nlarketing systerxi 
will open n e w  m a r k e t s  
and Iota1 demand for 
producis  will allow 
continued expaneion 
of economically 
viable ru r a l  industries.  
BEIG rnaintairra o r  
c r e a t e s  policies which 
favor  local enlall- 
industry production 
o v e r  imported 
o r  l a rge - sca l e  
production. 
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STATC'TORY CHECK LIST 
S C ( 1 )  - COUNTRY CHECK LIST 

A. Generzl Cr i ter ia  for Country Eligibility 

1. FAA Sec.  116. Can it be demonstrated : Y e s ,  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 g ros s  violations of internationally 
recognized human rights? 

2. FAA Sec. 481. Has it been determined : No, Department of 
that the government of recipient country State bas not s o  
has failed to take adequate steps to determined, 
prevent nzrcot ics  drugs and other con- 
trolled substances (zs defined by the 
Comprehensive Drug Abuse Preven- 
tion sind Control Act of 1980) produced 
o r  processed,  in whole or in part, in 
such country, o r  trznsported through 
such country, f rom being sold iliegally 
withir, the jurisdiction of such country 
to E.  S. Government personnel o r  
their depende~ t s ,  o r  f rom entering the 
U . S. unlzwfully ? 

3. FAA Sec. 6 2 0 ( c ) .  If assistance is to : Y e s  
a government, h2s the Secretzry of State 
determined that it is not controlled by 
the international Communist movelmerst? 

4. FAA Sec. 620(c). Lf assistance is to a : No 
government, is the government liable 
as debtor o r  unconditional guarantor 
on any debt to a U. S. citizen for goods 
o r  services  f ~ r n i s h e d  o r  ordered where 
(2) such citizen has exhausted available 
legal remedies and (b) debt is  not denied 
o r  contested by such government? 



5 .  FAA S e c .  620(e)( l) .  If assistance is to: 
a government, has it (including govern- 
ment agencies or  subdivisions) taken any 
action which has the effect of nationalizing, 
expropriating, o r  otherwise seizing owner- 
ship or  control of property of U. S. citizens 
or entities beneficially owned by them 
without taking steps to discharge i ts  obliga- 
tions toward such ci t izens o r  entities? 

In 1972 the BDG 
nationalized five firms 
which were fully or 
partially owned by U. S. 
entities. The BDG has 
announced a cornpensa- 
tion policy and is taking 
steps to discharge its 
obligations toward U, S. 
citizens and entities. 

6. FAA S e c .  620(a), 620(f) 6200, App. ~ c t ;  a. 
Is recipient country z Communist country? 
Will assistance be provided to Afghanist=, 
Angola, Cambodiz, Cuba, Laos, the Socialist 
Republic of Viehzm o r  Syria? Will assis- b. 
tance be provided to Mozambique without .a 
waiver? c .  

7. FAA Sec. 620(i). Is  recipient country in 
any way involved in (2) subversion sf, or; a. 
mil i tary agreasinn against, the bnited 
States or m y  country receiving fJ, S, 
assistance, or (b) the planning of such b, 
subversion o r  aggression? 

Not applicable. 

No 

8. FAA Sec. 62O(j). M a s  the country permitted, 
or failed to tzke adequate measures ko No 
prevent, the dernage or destruction, by mob 
action, of ST, S. property? 

9. F M  Sec. 626CP f. If the eatmtry has failed: OPEC bilateral 
to inskitute the investment guaranty agreement .uvas signed 
program: %or the specific r isks  of r;r;~propria-S~~?~nuary 15, 1975. 
tion, inconves ability or confiscation, hag 
the A I D  Administrator within the past 
yeas" considered denying assistance to rsxsch 
government far this reason? 

10. -- FAA Sec. 620(0), f i shermenis  Protective Not applicable. 
Aci sf 2969, as amended, See, 5. If 
country has seized, or imposed any penalty 
O P  sanction agahse ,  =iy t, S ,  fishing 
activities ul international waters: 



a. has a n y  deduction required by the 
Fishermen's P r o t e c t i v e  Act  been made? 

b. has complete denial o r  zssistaace been 
considered by AID A d m i n i s t r a t r , ~ ?  

11. FAA Sec. 620; -1pp. Act.  
(a) Is the government of the  recipient 
country in default for more than six months 
0.1 interest dtr principal  ar m y  AID lorn to 
the country? 

(b) Xs country in default exceeding one year : 
on interest or principal on C. S, loan under  
program f o r  which App, Act; appropriates 
funds ? 

12. FAA Sec, 6 2 0 ( s ) .  If coraQempBated assistace: 
is development lorn or f r o m  E C O L ~ O ~ ~ C  
Support Fwd, bas the Administrator taken. 
into e c r o m t  the percentage s f  the cstmurtryls 
budget which is for mibit~ry expendihres, tke 
amount of foreign exchange spent on military 
equipment and the amstint spent for the 

purchase of sophisticated wczpms systems? 
(An affirmalive mswer may refer to the 
r e c o r d  of the annuzl "'Taking into Considera- 
tion" memo: "Yes, taken into accamt by 
the Administrator  at time of Agency OYB. 
The agpravzl by the Admitaistrato%- of the 
O p e r a t i ~ n a l  Y e e r  Budget can be the basis 
for an zff i rmztive answer during the fiscal. 
yezr tanless significant changes in circum- 
stances occur. ) 

13 .  FAA Sec. 620 (t),  Has the country served : 
diplomatic relations with the UniLed States? 
U so, have they bee= r@quyps_c.r! znd have 
new bilateral assistance zgreemeaata been 
negotiated and entered into since such 
resumption? 

Not app%i cable, 



FAA Sec. 620(u). What i s  the payment 
s ta tus  of the count ry ' s  L .  N. obligations? 
If the country is in z r r e z r s ,  w e r e  such 
a r r e a r a g e s  taken into account by the 
AID Adminis t ra tor  in d e t e r m i n h g  the 
c u r r e n t  AID Operational Year Budget? 

FAA Sec. 620A. App. Act. ; Sec. 607. Has : 
the country granted sanctuary  f r o m  prosecu-  
tion to any individual o r  group which has 
comitted an a c t  of international t e r r o r i s m ?  
H a s  the country granted sanctuary f r o m  
prosecution to  any individual o r  group 
which h a s  commit ted a War c r i m e ?  

FAA Sec. 666. Does the country object, . 
on b a s i s  of r ace ,  religion, national origin 
o r  sex, to the p resence  of any officer o r  
employee of the U. S. the re  to c a r r y  out 
economic development p rogrzm under 
FAA ? 

FAA Sec. 669, 670. H a s  the country,  a f te r  : 
August 3 ,  1977, del ivered o r  received 
nuclear  enrichment  o r  reprocessing 
equipment, ma te r i a l s ,  o r  technology, without 
specified a r rangements  o r  safeguards?  H a s  
i t  detonated a nuclear  device af te r  August 3,  : 
1977 although not a n n u c l e a r - w e a ~ o n  Sta tef r  
under  the nonprctliferztion t r ez ty?  

Funding C r i t e r i a  for  Country Eligibility 

Development Ass is tance  Country C r i t e r i a  

a) FAA Sec. 102(b)(4). Have c r i t e r i a  been : 
establ ished and taken into account t o  assess  
commitment  p r o g r e s s  of country in effectively 
involving the poor in development. On such 
indexes as: (1 ) i nc rezse  in agr icul tura l  
productivity through smzll f a r m  labor inten- 
s ive agr icul ture ,  (2 )  reduced infant mortal i ty ,  
( 3 )  control  of population, (5)  reduction of 
unemployment, and (6)  increased  l i terazy.  

Not in a r r e a r s  

Yes 
Y e s  
Yes 
Yes 
Y e s  
Yes 



b) FAA Sec. 104(e) .  If zppropriate ,  i s  this : 
development (including Sahel) activity 
designed to build motivation fo r  smal l e r  
fami l ies  through rnodificztion of economic 
and socia! conditions supportive of the 
desire fo r  hzrge famil ies  in programs  such 
as  education in and out of school, ~ ~ u t r i t i o n ,  
d iseas  s control,  ma te rna l  and child hezPth 
s e r v i c e s ,  agr icul turz l  production, r u r a l  
development, a s s i s t ance  to  urban poor and 
through c0mmuni.y-based development 
p r o g r a m s  wk-ich give recognition to  people 
motivated to l imi t  the s i ze  of the i r  families.  

Economic Support Fund Country C r i t e r i a  

z ) FAA Sec 502B. Has the country engaged : 
in z consistent pat tern of g r o s s  violations of 
internationzlly recognized human rights o r  
made  such significant improvements in i t s  
human r ights  r e c o r d  %hat furnishing such 
ass i s t ance  i s  in the national in teres t?  

b )  FAA Sec.  533(b). Wil l  a s s i s t ance  under: 
the Southern Africa program be provided to 
Mozambique, Angola, Tanzaniz, o r  Zambia? 
If so,  has President waived the prohibition 
zgainst  the assistance by determining that 
such assistance will further U. S ,  foreign 
policy in te res t s?  

c )  FAA Sec. 609. If commodities are t o b e  : 
granted s o  that sa le  proceeds  will acc rue  
to  the recipient country, have Special 
Account (counterpart)  a r rangements  been 
made?  

d)  App. Act. W i l l  a s s i s t ance  be  provided : 
fo r  the purpose of aiding the effor ts  of the 
government of such country to  repress the 
li=gitimate rights of the population of such 
country cont rzry  to  the Universal  Declaration 
of Human Rights? 

Not applicable. 

Not applicable. 

Not applicable. 

Not applicable. 



e )  FAA Sec. 6 2 0 3 ,  P. L. 94- 3 2 9 ,  Sec. 406. : Not zpplicable. 
Will ESF be furnished t c  Argentina o r  Chile? 

5C(2) - PROJECT CHECK LIST 

A. GENERAL CRITERLA FOR PROJECT 

1. App. Act; FAA Sec.  634A; Sec. 653@). 
(2)  Describe how zu;horizing and appropria-  : (a) A congressional  
tions Commit tees  of Senate and House have Notification Document 
been o r  will be  notified concerning the project ;  will  be prepared and 
(b)  is a s s i s t ance  within (Operational Yezr  t ransmi t ted  to  
Budget) country o r  internztional organization Congress .  
allocation repor ted  to Congress  ( o r  not m o r e  
than $1 million over that figure)? (b) Y e s  

2. FAA Sec. 6 1 l ( a ) ( l ) .  P r i o r  to  obligation in 
excess  of $100,000, will t he re  by (a) engineer* Yes 
ing, finzncizl, and other  plvls n e c e s s a r y  to  
carry out the ass i s t ance  and (b) a reason-  : Y e s  
zbly f i r m  estirnzte of that cost to the U. S, 
of the a s s i s t znce?  

3 .  FAA Sec. 61 1 (a)(2). If fu r the r  legis lat ive : No f u r t h e r  legis la-  
action i s  requi red  within recipient country,  tive action is 
what i s  b a s i s  for  reasonable expectation needed. 
thzt  such action will be  completed in t ime 
to pe rmi t  order ly  accomplishment of 
purpose  of the ass i s t ance?  

4. FAA Sec. 611 (b); App. Act. If for water  : Not applicable. 
o r  water - re la ted  land r e source  construction, 
has projec t  me t  the s tzndzrds  m d  c r i t e r i a  
as per the Pr inc ip les  and Stzndards for 
Planning Wzter  and Relzted Land Resources  
dzted October 25, 1973? 

5. FAA Sec.  611(e) ,  If pro jec t  is czpital : Not applicable. 
ass i s t ance  je. g . ,  construction),  and 
211 I,. S. zss is tancz  fo r  it will exceed 
$1 million, bas Mission Director  cer t i f ied 
and Regional Assistant Administrator taken 
into considerztion the country 's  capzbility 
effectively to maintain 2nd util ize the pro jec t?  



6 .  FAA Sec. 209. I s  project  susceptible of : No 
executicjn as pzr r  of regionzl o r  multi- 
l z t e r z l  pro jec t?  If so  why is project  not 
s o  executed? Infor.mation and conclusion 
whether izssistznce will encourage reg:ional 
development p rogrzms .  

7. FAA Sec. 6Gl(a).  Information and : Y e s ,  the pro jec t  
conclusions whether pro jec t  will encourage will fos te r  pr iva te  
effor ts  of the co rn t ry  to: initiative and corn- 
(a) inc rezse  the flow of internztional t rade;  petitiwn. I t  will 
(b) fos te r  pr ivate  initiative and competition: discourage monopolis- 
( c )  encourage development m d  u s e  of co- tic p rac t i ces  and it will 
operat ives  c red i t  unions, and szvings a n d  improve the technical 
loan rssoc ia t ions ;  (d) discourzge monopolistic efficiency of industry,  
p rzc t i ces ;  (e) improve technical efficiency zgr icul ture  a d  
of industry, zgr icul ture  and commerce; commerce. 
m d  ( f )  s trengthen f r e e  labor unions. 

8. FAA Sec.  601(b). Information 2nd : Activit ies under 
conclusion on how projec t  will encourage component II of P r o j e c t  
U. S. pr iva te  t r ade  znd investment abroad m a y  di rec t ly  encourage 
2nd encourzge privzte  participation in joint ventures  znd 
foreign zss istace  p r o g r a m s  (including investment by U. S. 
u s e  of privzte  trade channels and the pr ivz te  sec tor .  
s e r v i c e s  of U. S ,  private  en terpr i se) .  

9. FAA Sec .  blZ(b): Sec. 636(h). Describe : The host  country 
s t eps  taken t~ ensure  thzt, to the mzximum contribution f o r  
extent possible, the country i s  contributing component 11 should 
local  cu r renc ies  to m e e t  the cos t  of contrzct-  be e significant 
ual and other  se rv ices ,  znd foreign cur ren-  percentage of the 
c i e s  owned by the C. S .  a r e  utilized to mee t  local  c u r r e n c y  costs .  
the cos t  of c o n t r z c h a l  and other  se rv ices .  

10. FAA Sec. 612(d). Does the U. S .  own excess  
foreign cur rency  of the country and, if so,  : No 
what a r r m g e r n e n t s  have  been made fo r  it8 
r e l e a s e ?  

11. FSS Sec. 601 ( e ) .  Will the projec t  uti l ize : Y e s  
competit ive selection procedures  for  the 
zwarding of cont rzc ts ,  except where  
applicable proczrement  ru les  allow otherwise? 



App. Act. If a s s i s t ance  is  for  the 
production of any cornrr~odity for  export ,  
is the cop-modity for  export likely to 
be  in surp lus  on world m a r k e t s  a t  the 
t ime the result ing productive capacity 
beccmes  operat ive* and is such z s s i s -  
tance l ikely to cause  substantial  injury 
to U. S. producers  of the same, s i m i l a r  o r  
competing commodity? 

FUNCING CRITERLA FOR PROJECT 

Development A s s i s t m c e  P r o j e c t  C r i t e r i a  

: Not applicable. 

a) FAA Sec. 102(2); f 11; 113; and 281a. : (a) All  a r e  included 
Extent to  which activity will (a) effectively in the project  purpos e 
involve the poor in development, by exten- and design. 
ding a c c e s s  to economy a t  loczl  level  
increzsing labor- intensive production (b) The pro jec t  will 
and the use of appropriate  technology, a s s i s t  development 
spreading investment out f r o m  ci t ies  to of cooperatives and 
s m a l l  towns and r u r a l  a r e z s ,  and insuring encourage democrat ic  
wide p a r t i c i p a t i ~ n  of the poor in the pr iva te  ins titu" ~ ~ o n s .  
benefits of development on 2 su'stained b a s i s  
using the appropriate  U. S. institutions; ( c )  The projec t  will 
(b) help develop cooperat ives ,  especially dec rease  rel iance on 
by technical ass i s tance ,  to a s s i s t  r u r a l  imported commodities 
and urban poor to help themselves towzrd through import  
be t t e r  l ife,  and otherwise encourage substitution. 
democrzt ic  pr ivzte  znd local governmental 
institutions; (c) support  the self-help (d)  Women's uplift 
effor ts  of developing countr ies;  ( d )  promote through employment 
the pzrticipation of wcmen in the national opportunities will be 
economies of developing countr ies  and encouraged in a l l  
the improvement of women's s ta tus;  and development schemes.  
( e )  uti l ize ar'd encourage regional 
cooperation by developing count r ies?  ( e )  Technical a s s i s -  

tance m a y  potentially 
be  drawn f r o m  Indian 
and other  regionzl 
government institu- 
t i o n ( ~ ) .  



b )  FAA Sec. 103, 103A, 104, 105, 106,  
107.  Is ass i s t ance  beign m a d e  available: - 
(include only applicable pzragraph 
c o r ~ e s p o n d s  to source  ~f funds used. If 
more thzn one fund s m r c e  is used f o r  
pro jec t ,  include relevznt paragrzph for  
each fund source ) .  

1. (1 03 fo r  zgr icul ture ,  r u r a l  development 
o r  nutri t ion; if so,  extent to which 
activity is  specifically designed to increase  
productivit-,, and incomc;: o: r u r a l  poor; 
(1  03-4) if for  agr icul turs l  r e s e a r c h  i s  full  
a c c o - a t  taken of needs of srnzll f a r m e r s  and 
extensive use  of field testing to  adapt basic 
research to local  conditions shal l  be made 
(b) extezt to which assirt-i7_cc is used 
coordination with efforts c a r r i e d  out under 
Sec. 104 to help improve nutrition of the 
people of developing countr ies  through 
encouragement of increzred  production of 
c rops  with g r e a t e r  nutritional value, improve- 
ment  of planning, r e s e z r c h  and education with 
respec t  to nutrition, par t iculzr ly with reference  
to improvement and expanded use of indigenously 
pro&?ceci foodstuffs; and the undertaking of pilot 
o r  demonstration p r o g r a m s  explicitly addressing 
the problem of malnutri t ion of poor and vulnerable 
people; 2 ~ 6  ( c )  extent to which activity inc reases  
nation21 food securi ty  b;- improving food policies and 
m a n a g e r n e ~ t  u l d  by streng'iening national food 
r e s e r v e s ,  with par t icu lar  concern fo r  the needs 
of the poor ,  through m e a s u r e s  encouraging 
domest ic  production, building national food 
r e s e r v e s ,  expanding available s torage  facil i t ies,  
reducing post  hz rves t  food l o s s e s ,  and improving 
food distribution. 

2. (1 04) f o r  population planning under  Sec. 104(b) 
o r  health under Sec. 104(c);  i f  s o ,  extent to 
which activity- emphasizes  lcawcost, integrated 
delivery sys tems  for  health,  nutrition and 
family plznning for  the poores t  people, with 



par t i cu la r  attention to  the needs of mothers  
and young children, using pzramedica l  and 
auxiliary mediczl personnel ,  c l inics  and 
health pos ts ,  commerc ia l  distribution 
s y s t e m s  and other  modes of coxnmunity 
resea rch .  

(1 05) for  education, public adminis trat ion,  
o r  humzn r e s o u r c e s  development; if so ,  
extent to which activity s t rengthens nonformal 
education, makes  fo rmal  education m o r e  
relevant ,  especially fo r  r u r a l  famil ies  and 
urban poor,  o r  s t rengthens management 
capabili ty of institutions enabling the poor to  
par t ic ipate  in development; and (b) extent 
to which ass i s t ance  provides advanced 
education and trzining of people in developing 
countr ies  in sxch disciplines a s  are requi red  
f o r  planning and implementation of public and 
pr iva te  development activit ies.  

(1 06) F o r  technic21 ass i s t ance ,  energy,  
r e s e a r c h ,  reconstruct ion,  and selected 
development problems;  if s o ,  extent activity 
is: 
( i )  (a) concerned with data collection znd 
znalys is ,  the training of skilled personnel,  
r e s e a r c h  on m d  development of suitable 
energy sources ,  and pilot pro jec ts  to t e s t  
new methods of energy production; and (b) 
faci l i ta t ive of geological 2nd geophysical su rvey  
work to  loca te  potential oil,  na tura l  gas ,  and 
coal  r e s e r v e s  znd to  encourage exploration 
fo r  potential oil, na tu rz l  gas ,  and coal  reserves. 

( i  i )  t e c h n i c ~ l  cooperation and development, 
especial ly  with U. S. private and voluntary, 
o r  regional and internat  ionzl development, 
organizations;  

( i i i )  r e s e z r c h  into, and evaluztion of economic 
development p r o c e s s e s  and techniques; 



(V  j igr s p e c i d  d e v e l o ~ m e n t  problems,  and 
to  enzjle ?r-,per ut:lization ~f ezrlier L. S. 
inir~structu r.5, ccc. , zss t s tance ;  

( v i )  f c r  pragrarns of urban development, 
especizill- z m z l l e r  iaSor-intensive en te rp r i ses ,  
m z r l i e t i r * ~  s y s  t c - . ~ . ~ s ,  aad finzncizl  o r  other 
institutiozr; zc he;;> urbar, poor pzr t ic ipzte  in 
economic 2nd socizl  Geveloprnent. 

c )  ( f  0 7 )  i s  zp?:o?rizte effort placed on use : Yes 
of apprcprlzte technslagy? (relstively 
s-mzllzr, cost  s2ving, lzbor using technolo- 
gies that a7r- gcnerzlly most zppropriate  
f o r  the a,-;,,:- ~=.r,r,c,  smail businesses, a d  
s m d l  incznes  ci the poor). 

-- dl FAA Set. i l C ( 2 ) .  %??ill the recipient 
- 

cu~ntry proride- ZIT: le2s.t. 25 percent of the 
coszs 01 the progrz=, project, OP activity 

S a t i s f  L2d 

~.itk reeE?ect t3  xkich :he ~zssistzace is to 
be i z : ~ i ~ i : ~ d  hes the lztter cost-shrring 
req::irerient bee2 y-:ai:9ed f o r  2 l l re lzt ively 

e) - 5 .  3 ' .  'SYil! g r m t  czpitzl  --. - : Country is 
zssist-ncr- be IlsScrsed Por px-oject over "relztively lezsi 
more t i~ ; l r~  3 yes-r;? If S Z ,  k25 j u s i i f i c~ t i an  developed. !" 
szt isf2ctory ~s C o ~ g r ~ s s  been mzde, and 
efio=:=: i a r  =tiler financing, or is the 
recipient cc~cnt ry  '!refztively Lezst 
developed' '?  

f )  FA-+, SIZ~C. 2!?l(b3. Describe extent to -- : Project 3-111 fitifize 
?r-cr..m r-.-?qr.i-nr :he qr r t i ~ ~ t = ~  l x a l  lzbsr ia 

needs ,  des i res ,  2nd czpzcities of the trzining a n d  con-  
pe~pl- of thc count:-)-; ut i l izes  the country's t racking when avzif- 
I r i t e l l e c t - ~ z l  res Dcrcc s LS eencourzge insti tutionsl  &le, jointly wigh 

- - 
t rz in ing  ir ,r!:>~fs required for effective plr t ici-  ~ssistlnce, to en -  
pation in g o ~ - e r z ~ - e z t z l  znb politiczl processes courage  growth 
es  sc-- tizf t o  sc-li- G eavernmen:. i-1 self-help czpzbi- 



g )  FAA Sec, 122 (b). Does the activity : Yes 
give reasonable promise of contributing 
to the development of economic resources, 
or  to the increzse of productive capacities 
and self-sustzining economic growth? 

2 .  Development Assistznce Project Criteria 
[Loans Onlv; 

z)  - FAA See. l22(b). Information and : Not applicable. 
conclusion on capzcity of the country to 
repzy the loan, at a reasonzble rate of 
interest. 

b )  FAA Sec. 620(d). If assistznce is for : 
zny productive enterprise which will corn- 

Not applicable. 

pete with C. 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? 

3. Project Criteriz Solely for Economic 
Support Fund 

2)  FAA S e c .  531(2). Will this assistance : Not applicable. 
support promote economic or political 
stability? TO the extent possible, does 
i t  reflect the policy directions' of 
Section 102? 

b )  FAA Sec. 533.  Will assistance under : Not applicable. 
this chapter be used for military, o r  
parzmilitary activities ? 

SC(3)  - STANDARD ITEM CHECK LIST 

A. Procurement 

1. FAA Sec.  602. Are  there arrangements to : Y e s  
permit U. S. srnzll business to participate 
equitzbly in the furnishing of commodities 
and services financed? 



FAA Sec. 604(2). Will all procurement be : Yes 
f rom U .  S. except as otherwise determined 
by the President  o r  under delegation f rom 
him? 

FAA Sec. 604(d). If the cooperating : Project Agree- 
country discriminates against U. S. marine ments will so 
insurulce  compznies, will commodities provide. 
be insured in the United States against 
imzrine r isk  with cornpzny o r  companies 
authorized to do e mzrine insurance 
business in the U. S. ? 

FfAA Sec. 604(e). U offshore procurement : Not applicable. 
of agricul turzl  commodity o r  product i s  
to be financed, is there  provision zgzinst 
such procurement when the domestic price 
of such comLmodity is less than par it^? 

FAA Sec .  608(2). Will. U . S .  Government 
excess personal  property be utilized 
wherever prscticzble in lieu of the 
procurement of new items? 

FAA Sec. 6 0 3 ,  (2) Compliance with : Project  Agree- 
requirement in Section 901 (b) of the rnents will so 
Merchant Marine Act of 1936, as amended, provide. 
thzt at  lezs t  50 pe r  centum of the gross  
tom-age of commodities (computed 
sepzrately fo r  dry bulk c a r r i e r s ,  dry cargo 
l iners ,  and tankers)  financed shall  be 
transported on privately owned U. S. 
flag commercial  vessels  to  the extent thzt 
such vessels  are availzble at fa i r  and 
reasonable rates.  

FAA Sec. 621. If technical a s s i s t r n r ~  ;- Yes 
financed, will such assistance goods and 
professional 2nd other services  from 
privzke enterprise,  be furnished on a 
contrzct bas is?  If the facilities of : Not applicable, 
other Federal  zgencies will be utilized, 



are they particulzrly suitable, not 
competitive with private enterprise,  and 
made available -.;ithout und-.::: interference 
with domestic progrzms? 

International Ai r  Transport ,  Fa i r  
Competitive Prac t ices  Act, 1974. 
If a i r  transportatior, of persons o r  property : 

- 

i s  financed on grant bas is ,  will provision 
be made that U.S. f l ag  c a r r i e r s  will be 
utilized to the extent such service i~ 
avzilable ? 

A??, Act. Does the contrzct for  procurement 
contain a provision authorizing the termina- : 
tion of such contract for  the convenience of the 
United States? 

Construction 

F U  Sec. 601(d). If a czpital ( e .  g. , - 
construction) project,  a r e  engineering and 
professionzl services  of C', S. f i r m s  and 
their  affiliates to be used to the maximum 
extent consistent with the national interest? 

Y e s  

Y e s  

Not applicable. 

FAA Sec. 61 l(c). If contracts for  construc : Not applicable 
tion zre to be finznced, will they be let on 
a competitive bzsis to  maximum extent 
gracticabf e? 

FAA S e c .  620(k), If for construction of : Not applicable. 
productive enterprise,  will aggregate 
value of assistance to be furnished by the 
U, S. not exceed $1 00 million? 

Other Restric+;-c 

FAA Sec. 122(e). If development loan, is : Not applicable. 
interest  ra te  at  leas t  2 percent per  amum 
during grace period and at least 3 percent 
per  annum thereafter? 



F A A  See. 301 (d)  . If fund is established : Na t  zppZlcable, 
solely by 1:. S. contributions 2nd admkis- 
t e red  by 2~1 internationz! orgznizztisn,  
cloes Cornptscller Generzl  hzve zudit rights? 

FAA S e c .  1620(h). D o  ax=r=gemerats preclude : - 
promoting o r  a s s i s t i n g  the foreign zid 
projects o r  activities of Gommanist-block 
count r ies ,  cont rzry  to the best interests 
of the U. S. ? 

FAA Sec. 6 36Bi). ' $ financing not permitted: - 
to be used, without waiver, for purchase szle, 
long- term iezse, exchange o r  guzranty or' 
motor vehicles manufactured outside the C. S .  ? 

Y e s  

Yes 

Will arrangements preclude use of iinzncing: 

2)  F A A S e c ,  IO.S(f).  T o p ~ y f o r p e ~ f o r m a x l c e  
of sbor t ions  z s  a ,method of fz-mily planning : Y e s  
o r  to motivzte ar c o e r c e  persons t c  practice 
abort ions,  to pay fo r  perforAmznce of involm- 
tzry seerilizatio3, 2 s  2 method of fzmily 
plznning, or to coerce or provide financizl 
incentive to 2x1). person t~ under-go 
ster i l izat ion? 

b) F a  Sec. 6 2 0 ( g ) .  To compensate worriers: Yes 
f o r  exprspr ia ted  nztianalized property? 

cFFAASec .  660. T o p r o v i d e t r a i n i n g o r  : Yes 
advice o r  provide zny financial support  for 
police, p r i s m s ,  o r  other law enforcement 
assistarce, except for narcc t i c s  p r o g r z m s ?  

d )  FAA Sec. 662. For CIA ac t iv i t i e s?  Yes 

e )  App. Act. To pzy pensions,  etc.,  fo r  : Yes 
rnilitzry personnel? 

f )  App. Act. To pay L. N. a s s e s s m e n t s ?  : Y e s  



g)  App. Act. To carry out provisions of : Yes 
FAA Section 209(d) (Transfer of FAA 
funds t o  multilsterzl organizations for  
lending), 

h) App. Act. To be used for publicity or : Yes 
propaganda purposes within U. S. not 
authorized by Congress? 



PROJECT AET3ORIZxT XO:4 

Ben@ 3f Country: G ~ ' G ~ ~ D E S ? i  ?lame 3f Project: Rurrrl fndustries 1 

Number of P ro jec t :  388-0042 

1, Pursuant t o  S e c t i ~ n  103 of the F ~ r e f g n  Assistsa~ce A c t  a£ 1961, as 
zmended, 1 hereby au thor ize  t h e  Rural Industries I Pro jec t  f o r  Bangladesh 
involving planned ob l iga t ions  of not t3 exceed f i v e  m i l l i o n  United States 
dol lz rs  (U.S.SS,OOO,C00) i n  grant funds over e five (5) yeas p e r i d  from 
date  3% authorizatim, s u b j e c t  t o  t h e  a v a i l a b i l i t y  gf funds ic accc~rdance 
with t h e  A I D  OYB/ail~tment process,  to help  i n  financing fo re ign  exchange 
2nd locc: currency c o s t s  f3r t h e  prs jec t .  

2, 'PI-Is p r o j e c t  p u r p o s ~  is  t o  develop nechnnism fcr p r m ~ t i n g  rural 
industries i n  Bangladesh. To this end, CWD principal a e t i v i t d e s  w i l l  be 
undertaken : 

z, The est;sbi ish~ent  of Zn orgznizczrion (1.lfcr: Industries Bcv~'P3p~xent 
Assistance Socie ty  MIDAS) t o  Eaeilittite and further enhance the 
involvc~ent -i primrily n~n-goverrmentzi osgznizations ir, r u r a l  
i n d u s t r i e s  development and re lated emploFent generati~n, 

5 ,  B e  provis ion  of funds for develgping cnd undertzkfng feasibi l i ty 
studies arid p i h t  przjects t h a t  nay lead t3 high fmp2ct, widely 
r ~ p l i c n b l e  fallz~w-an activities nicnc! a t  rurzl industries s e c t o r  
promotian. 

In addition, funds w i l l  be made 2vaiLable f a r  financing a long tern 
Pcrson~? 1 Services  Contract (TSC) c~nsult.ant far Missicrr rurzl. i n d u s t r i e s  
s c c t o r  p r ~ g r z m  suppx' t .  

3. The Pr~ject Agreements which nay be negotiate2 executed by the 
of f i ce r  (s) t o  whom such n u t h c r i t y  is delegated i n  accordance with A I D  
regulations and Deiegations of  Authority s h a l l  be subject t o  the fa;bH~w- 
ing e s s e n t i a l  t e r n s  and c w e n a n t s  and m j o r  s c n d i t i s n s ,  togegher with 
such o the r  terms on6 cond i t ions  as A.I,D, may deem appropriate: 

a,  Source and Origin  of C ~ d s  and Services  

G3ods and s e r v i c e s ,  i n c l u d i n g  ocean s h i p p h g  financed b y A , I , D ,  
under t h e  p r o j e c t  s h a l l  have t h e i r  source and o r ig in  i.n t h e  Uni~ed 

-w S t a t e s ,  o t h e r  Ccde 941 c ~ u n t r i e s  o r  in k c g l z d s s h ,  except as k,r ,D,  
may o t h e x w i s ~  agree  i n  writing, 



b. Condirions ?reccdent t o  Disbursement 

- 
Yrior t o  f i r s t  disbursements under the  Grant, o r  t o  t h e  issuance 

by A.I .D,  of  docunentzt ion pursuant t o  which disbursements w i l l  be 
made, the  Grantees w i l y ,  except as the  P a r t i e s  may otherwise agree  i n  
wr ic ing ,  fu rn i sh  t o  A,I .D.  i r ,  form and substance s a t i s f a c t o r y  t o  A . I . D ,  : 

(1) An opinion of  counsel acceptable  t o  A. I.D. t h a t  these  Agreements 
have been duly  author ized  andlor  r a t  i f  ied by, and e-tecuted on behalf o f ,  
t h e  Grantees,  and t h a t  they c o n s t i t u t e  v a l i d  and l e g a l l y  binding obllga-  
t i o n s  of the  Grantees i n  accordance with a l l  of  t h e i r  terms. 

(2) A stotement of t h e  names of t h e  persons holding o r  a c t i n g  i n  
t h e  o f f i c e s  of t 3c  Crzntees spec i f i ed  as authorized r e p r e s e n t a t i v e s ,  
and a specimen s igna tu re  o f  each person s p e c i f i e d  i n  such statements .  

c ,  Covenants 

The Pro jec t  Agreerients s h a l l  con ta in  covenants providing i n  substance 
a s  fol lows:  

(ij I n  t h e  case  of MIDAS, while AID coopera t ive  agreement funds 
a r e  administered by TLlc A s i a  Foundation (WF) a s  intermediary t o  MIRAS 
implementation, continuing adequate TAF s t a f f  support  w i l l  be provided. 

(2) I n  t h c  case of MIDAS t h e r e  w i l l  be s u b s t a n t i a l  B.I.D. involve- 
m e n t  w i t h  33.F durLng the performance of  agreed upon a c t i v i t i e s  i n  such 
a r e a s  a s  the  developnent and approval  of key s t a f f i n g  dec i s ions ,  s e l e c t i o n  
and phasing of key indust ry  and product type a c t i v i t i e s ,  development and 
approval  of pos t  a g r e e m c t  work plans o r  modif icat ions t o  cu r ren t  work 
plans  , m d  development and inp lementation of evaiuzt  ions of MIDAS perf ormancc. 

(3 )  There wib? bc ngreeaent t o  emphasize t h e  recrui tment  and 
r e t e n t i o n  of  women staff f o r  work oa a l l  p r o j e c t  a c t i v i t i e s .  

( 4 )  There w i l l  be agreement t o  f a c i l i t a t e  t h e  f r e e  end u n r e s t r i c t e d  
d isseminat ion  of all r u r a l  i n d u s t r i a l  development experiences gained 
through Grant a c t i v i t y  implementation. 

Clearances : R T A /  JFRogan d a t e  
F . r  RDE/DZvinakis i : 

A?&- 
> .  COKT (A) / SKYang -4 * 7 ? j  

PRO/ LCranda 11 - . C  L / .  I /  . I  

RDE/PO' Farrell  

Direc tor  

F+, :. .., \: \q51 
Date 



FROM SECSTATE WMHDC 
TO AMEPBASSII DACCA PRIORITY 
U?JCLt'S STATE 206349 

Sbbject:  Rural Industries I (389-0042) 

Refs: (A) State i702U (LOU), (5) Dacca 4022 

Re2 3 appears t o  addross MAC concerns. In vicw of rodesign and 
reducod funding to P I 3  lwei of Dols 5 nillioc, w2 suggest that 
for +-xpeditious traafnent Fission pr~ceed  with authorization of 
project .  Accordingly, you +re hereby dslegated t u tho r i fy  to do 
so. HAIG 


